























Accounting Policies under Ind AS
Standalone financial statements of Kajaria Tiles Private Limited for the year ended 31-March-2020

1.

11

2.

Corporate information

Kajaria Tiles Private Limited, previously known as Kajaria Floera Ceramics Private Limited,
(“KTPL” or “the company”) is a private limited company domiciled in India and was incorporated
on 14.10.2014. The company is subsidiary company of Kajaria Ceramics Limited.The registered
office of the Company is located at J-1/B-1 Extension, Mohan Coop Ind Estate, Mathura Road,
New Delhi.

The Company has forayed into manufacturing and trading of floor tiles items. The plant of the
company is being setup at Thottambedu Village, Chittor District of Andhra Pradesh. Land has
been allotted to an extent of Ac. 150.00 by the Andhra Pradesh State Government and was
registered in the name of the Company.

The financial statements of the company for the year ended 31st March 2020 were authorized
forissue in accordance with a resclution of the directors on 20-06-2020.

Merger of Kajaria Tiles Private Limited

The Board of the Directors of the Company in its meeting held on August 26, 2019, passed a
resolution to approve the Scheme of Amalgamation amongst Kajaria Tiles Private Limited
(Formerly known as Kajaria Floera Ceramics Private Limited), (Wholly-owned Subsidiary
Company/Transferor Company) and Kajaria Ceramics Limited, {Holding Company/Transferee
Company) and their respective shareholders and creditors™ (“Scheme™} on a going concern
basis, with effect from April 1, 2019 or such other date as may be approved by the competent
authority. The Company has received the order dated February 03, 2020 from the National
Company Law Tribunal, Chandigarh Bench, Chandigarh with respect to the first motion
application filed by the Company.

Significant accounting policies

2.1 Statement of Compliance

The standalone financial statements of the Company have been prepared in accordance with
Ind AS notified by the Companies (Indian Accounting Standards) Rules, 2015 and Companies
{Indian Accounting Standards) Amendment Rules, 2016.

2.2 Basis of preparation

The financial statements have been prepared on historical cost basis, except for certain financial
instruments and defined benefit plans which are measured at fair value or amortised cost at the
end of each reporting period. Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at measurement date.

All assets and liabilities have been classified as current and non-current as per the Company’s
normal operating cycle. Based on the nature of goods and or services rendered to customers
the realisation in cash and cash equivalents of the consideration for such goods and or services
rendered, the Company has considered an operating cycle of 12 months.

The statement of cash flows has been prepared under indirect method.

These financial statements have been prepared in Indian Rupee {INR) which is the functional
currency of the Company. Foreign currency transactions are recorded at exchange rates
prevailing on the date of the transaction. Foreign currency denominated monetary assets and
liabilities are retranslated at the exchange rate prevailing on the balance sheet date and
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exchange gains and losses arising on settlement and restatement are recognised in the
statement of profit and loss. financial statements of the Company have been prepared in
accordance with Indian Accounting Standards (Ind AS) notified under the Companies (Indian
Accounting Standards) Rules, 2015 and the Companies (Indian Accounting Standards)

(Amendment) Rules, 2016.

The financial statements are presented in {NR and all values are rounded to the nearest lacs
(INR 00,000), except when otherwise indicated.

2.3 Significant accounting policies
a. Current versus non-current classification

The Company presents assets and liabilities in the balance sheet based on current/ non-current
classification.

An asset/liability is treated as current when it is:

e Expected to be realised or intended to be sold or consumed or settied in normal operating cycle

e Held primarily for the purpose of trading

e Expected to be realised/settled within twelve months after the reporting period, or

e Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at
least twelve months after the reporting period

e There is no unconditional right to defer the settlement of the liability for at least twelve months
after the reporting period.

All other assets and liabilities are classified as non-current.
The Company classifies all other liabilities as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities respectively.

b. Revenue Recagnition

Revenue is recognised at an amount that reflects the consideration to which the Company expects
to be entitled in exchange for transferring goods or services to a customer. The Company recognises
revenue at the point in time, when control of the asset is transferred to the customer depending
upon the terms of sale with the customers. When either party to a contract has performed, an entity
shall present the contract in the balance sheet as a contract asset or a contract liability, depending
on the relationship between the entity’s performance and the customer’s payment. Revenue
includes only the gross inflows of economic benefits, including excise duty, received and receivable
by the Company, on its own account. Amounts collected on behalf of third parties such as sales tax,
value added tax and goods and service tax are excluded from revenue.

Interest income and dividend
Interest income from a financial asset is recognised when it is probable that the economic benefits

will flow to the Company and the amount of income can be measured reliably.

Interest income is recognised on a time proportion basis taking into account the amount outstanding
and rate applicable in the transaction using the effective interest method.
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Dividend income is recognised when the right to receive payment is established
c. Inventories

Raw materials, work-in-progress, finished goods, packing materials, stores and spares, stock-in trade,
trading and other products are carried at the lower of cost and net realizable value. However,
materials and other items held for use in production of inventories are not written down below cost
if the finished goods in which they will be incorporated are expected to be sold at or above cost. in
determining the cost of raw materials, packing materials, stock-in-trade, stores and spares, trading
and other products, weighted average cost method is used. Cost of inventory comprises all costs of
purchase, duties, taxes {other than those subsequently recoverable from tax authorities) and all
other costs incurred in bringing the inventory to their present location and condition.

Cost of finished goods and work-in-progress includes the cost of raw materials, packing materials, an
appropriate share of fixed and variable production overheads, excise duty as applicable and other
costs incurred in bringing the inventories to their present location and condition.

d. Property, plant and equipment

Measurement and recognition

An item of property, plant and equipment that qualifies as an asset is measured on initial recognition
at cost. Following initial recognition, items of property, plant and equipment are carried at its cost
less accumulated depreciation and accumulated impairment losses.

The Company identifies and determines cost of each part of an item of property, plant and
equipment separately, if the part has a cost which is significant to the total cost of that item of
property, plant and equipment and has useful life that is materially different from that of the

remaining item.

The cost of an item of property, plant and equipment comprises of its purchase price including
import duties and other non-refundable purchase taxes or levies, directly attributable cost of
bringing the asset to its working condition for its intended use and the initial estimate of
decommissioning, restoration and similar liabilities, if any. Any trade discounts and rebates are
deducted in arriving at the purchase price. Cost includes cost of replacing a part of a plant and
equipment if the recognition criteria are met. Expenses directly attributable to new manufacturing
facility during its construction period are capitalised if the recognition criteria are met. Expenditure
related to plans, designs and drawings of buildings or plant and machinery is capitalised under
relevant heads of property, plant and equipment if the recognition criteria are met.

items such as spare parts, stand-by equipment and servicing equipment that meet the definition of
property, plant and equipment are capitalised at cost and depreciated over their useful life.

Costs in nature of repairs and maintenance are recognised in the Statement of Profit and Loss as and
when incurred

Under the previous GAAP (Indian GAAP}, property, plant and equipment were carried in the balance
sheet at cost net of accumulated depreciation as at 31 March 2015. The Company has elected to
regard those values of property as deemed cost at the date of the transition to Ind AS, i.e., 1 April

2015.
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Capital work-in-progress and capital advances

Capital work in progress includes construction stores including materia! in transit/ equipment /
services, etc. received at site for use in the projects. All revenue expenses incurred during
construction period, which are exclusively attributable to acquisition / construction of fixed assets,
are capitalised at the time of commissioning of such assets. Cost of assets not ready for intended

use, as on the Balance Sheet date, is shown as capital work in progress.

Advances given towards acquisition of fixed assets outstanding at each Balance Sheet date are
disclosed as Other Non-Current Assets.

Depreciation is not recorded on capital work-in-progress until construction and installation is
complete and the asset is ready for its intended use.

Depreciation

Depreciation on each part of an item of property, plant and equipment is provided using the Straight
Line Method (SLM) based on the useful life of the asset as estimated by the management and is
charged to the Statement of Profit and Loss as per the requirement of Schedule 1l of the Companies
Act, 2013 except on some assets, where useful life has been taken based on external / internal
technical evaluation as given below:

Type of asset Useful life
" Buildings 30-60 years
Plant and equipment 15-18 years
Computers 3-5 years
Vehicles 8 years
Office Equipment 10 years
Electrical Installation 18 years
Furniture and fixture ] 10 years

Note:

No Depreciation has been provided in the Books of Accounts as the Unit has not started its
operations during the year.

The useful lives, residual values of each part of an item of property, plant and equipment and the
depreciation methods are reviewed at the end of each financial year. If any of these expectations
differ from previous estimates, such change is accounted for as a change in an accounting estimate.

De-recognition

The carrying amount of an item of property, plant and equipment is derecognised on disposal or
when no future economic benefits are expected from its use or disposal. The gain or loss arising
from the de-recognition of an item of property, plant and equipment is measured as the difference
between the net disposal proceeds and the carrying amount of the item and is recognised in the
Statement of Profit and Loss when the item is derecognised.
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e. Intangible Assets

Measurement and recognition

Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less accumulated amortisation and accumulated

impairment foss, if any.

Amortisation

Intangible assets with finite lives are amortised on a Straight Line basis over the estimated useful
economic life. The amortisation expense on intangible assets with finite lives is recognised in the
Statement of Profit and Loss. The amortisation period and method for an intangible asset is reviewed

at least at the end of each reporting period.

Costs refating to computer software are capitalised and amortised on straight line method over their

estimated useful economic life of six years.

De-recognition

The carrying amount of an intangible asset is derecognised on disposal or when no future economic
benefits are expected from its use or disposal. The gain or loss arising from the derecognition of an
intangible asset is measured as the difference between the net disposal proceeds and the carrying
amount of the intangible asset and is recognised in the Statement of Profit and Loss when the asset is

derecognised.

f. Borrowing Costs

Borrowing cost includes interest, amortisation of ancillary costs incurred in connection with the
arrangement of borrowings and exchange differences arising from foreign currency borrowings to
the extent they are regarded as an adjustment to the interest cost.

Borrowing costs, if any, directly attributable to the acquisition, construction or production of an
asset that necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalised, if any. All other borrowing costs are expensed in the period in which they occur.

g. Foreign currency transactions

Initial recognition

On initial recognition, transactions in foreign currencies entered into by the Company are recorded
in the functional currency (i.e. Indian Rupees), by applying to the foreign currency amount, the spot
exchange rate between the functional currency and the foreign currency at the date of the
transaction. Exchange differences arising on foreign exchange transactions settled during the year
are recognised in the Statement of Profit and Loss.

Measurement of foreign currency items at reporting date

Foreign currency monetary items of the Company are translated at the closing exchange rates.
Nonmonetary items that are measured at historical cost in a foreign currency, are translated using
the exchange rate at the date of the transaction. Non-monetary items that are measured at fair
value in a foreign currency, are translated using the exchange rates at the date when the fair value is
measured.

New Delhi™
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Exchange differences arising out of these translations are recognised in the Statement of Profit and

Loss.

Effective 1 April 2018, the company has adopted Appendix 8 to Ind AS 21- Foreign Currency
Transactions and Advance Consideration which clarifies the date of transaction for the purpose of
determining the exchange rate to use on initial recognition of the related asset, expense or income
when an entity has received or paid advance consideration in a foreign currency. The effect on
account of adoption of this amendment was insignificant.

h. Government grants
Government grants are recognised where there is reasonable assurance that the grant will be

received and all attached conditions will be complied with.

When the grant relates to an asset, the cost of the asset is shown at gross value and grant thereon is
treated as capital grant which is recognised as income in statement of profit and loss over the period

and in proportion in which depreciation is charged.

When the grant relates to an expense item, it is recognised as income on a systematic basis over the
periods that the related costs, for which it is intended to compensate, are expensed.

When the Company receives grants of nonmonetary assets, the asset and the grant are recorded at
fair value amounts and released to profit or loss over the expected useful life in a pattern of

consumption of the benefit of the underlying asset.

When loans or similar assistance are provided by governments or related institutions, with an
interest rate below the current applicable market rate, the effect of this favorable interest is
regarded as a government grant. The loan or assistance is initially recognised and measured at fair
value and the government grant is measured as the difference between the initial carrying value of
the loan and the proceeds received. The loan is subsequently measured as per the accounting policy

applicable to financial liabilities.
i. Taxesonincome

Tax expense is the aggregate amount included in the determination of profit or Joss for the period in
respect of current tax and deferred tax.

Current tax

Current tax is measured at the amount expected to be paid/ recovered to/from the taxation
authorities. The tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted, at the reporting date.

Current income tax relating to items recognised directly in equity/other comprehensive income is
recognised under the respective head and not in the statement of profit and loss. Management
periodically evaluates positions taken in the tax returns with respect to situations in which applicable
tax regulations are subject to interpretation and establishes provisions where appropriate.

Current tax assets are offset against current tax liabilities if, and only if, a legally enforceable right
exists to set off the recognised amounts and there is an intention either to settle on a net basis, or to
realise the asset and settle the liability simultaneously.
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Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes at the reporting
date.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of
unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent that it
is probable that taxable profit will be available against which the deductible temporary differences,
and the carry forward of unused tax credits and unused tax losses can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the balance sheet date. Tax relating to items recognised
directly in equity/other comprehensive income is recognised in respective head and not in the
statement of profit & loss.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and is adjusted to
the extent that it is no Jonger probable that sufficient taxable profit will be available to allow all or
part of the asset to be recovered.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

j-  Employee benefits

Short term employee benefits

All employee benefits payable wholly within twelve months of rendering the service are classified as
short term employee benefits and they are recognised in the period in which the employee renders
the related service. The Company recognises the undiscounted amount of short term employee
benefits expected to be paid in exchange for services rendered as a liability (accrued expense) after
deducting any amount already paid.

Post-employment benefits

I. Defined contribution plans: The Company makes payments made to defined contribution plans
such as provident fund and employees’ state insurance. The Company has no further payment
obligations once the contributions have been paid. The contributions are accounted for as defined
contribution plans and the contributions are recognised as employee benefit expense when they are
due. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction

in the future payments is available.

Il. Defined benefit plans: The liability or asset recognised in the balance sheet in respect of defined
benefit gratuity plans is the present value of the defined benefit obligation at the end of the
reporting period less the fair value of plan assets. The defined benefit obligation is calculated
annually by actuaries using the projected unit credit method. The net interest cost is calculated by
applying the discount rate to the net balance of the defined benefit obligation and the fair value of
plan assets. This cost is included in employee benefit expense in the statement of profit and loss.
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Re-measurement gains and losses arising from experience adjustments and changes in actuarial
assumptions are recognised in the period in which they occur, directly in other comprehensive
income. They are included in retained earnings in the statement of changes in equity and in the

balance sheet.

Changes in the present value of the defined benefit obligation resulting from plan amendments or
curtailments are recognised immediately in profit or loss as past service cost.

QOther long-term employee benefits

Other long-term employee benefits are recognised as an expense in the Statement of Profit and Loss
as and when they accrue. The Company determines the liability using the Projected Unit Credit
Method, with actuarial valuations carried out as at the balance sheet date. Actuarial gains and losses
in respect of such benefits are charged to the Statement of Profit and Loss.

k. Leases

The Company evaluates if an arrangement qualifies to be a lease as per the requirements of Ind AS
116. Identification of a lease requires significant judgment. The Company uses significant judgement
in assessing the lease term (including anticipated renewals) and the applicable discount rate.

The Company determines the lease term as the non-cancellable period of a lease, together with
both periods covered by an option to extend the lease if the Company is reasonably certain to
exercise that option; and periods covered by an option to terminate the lease if the Company is
reasonably certain not to exercise that option. In assessing whether the Company is reasonably
certain to exercise an option to extend a lease, or not to exercise an option to terminate a lease, it
considers all relevant facts and circumstances that create an economic incentive for the Company to
exercise the option to extend the lease, or not to exercise the option to terminate the lease. The
Company revises the lease term if there is a change in the non-cancelliable period of a lease.

The discount rate is generally based on the incremental borrowing rate specific to the lease being
evaluated or for a portfolio of leases with similar characteristics.

A contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration.

Company as a lessee

The Company accounts for each lease component within the contract as a lease separately from
non-lease components of the contract and allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of the lease component and the aggregate
stand-alone price of the non-lease components. The Company recognises right-of-use asset
representing its right to use the underlying asset for the lease term at the lease commencement
date. The cost of the right-of-use asset measured at inception shall comprise of the amount of the
initial measurement of the lease liability adjusted for any lease payments made at or before the
commencement date less any lease incentives received, plus any initial direct costs incurred and an
estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset or
restoring the underlying asset or site on which it is located. The right-of-use assets is subsequently
measured at cost less any accumulated depreciation, accumulated impairment losses, if any and
adjusted for any remeasurement of the lease liability. The right-of-use assets is depreciated using
the straight-line method from the commencement date over the shorter of lease term or useful life
of right-of-use asset. The estimated useful lives of right-of-use assets are determined on the same
basis as those of property, plant and equipment. Right-of-use assets are tested for impairment

New Dalpi ™
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whenever there is any indication that their carrying amounts may not be recoverable. Impairment
loss, if any, is recognised in the statement of profit and loss.

The Company measures the lease liability at the present value of the lease payments that are not
paid at the commencement date of the lease. The lease payments are discounted using the interest
rate implicit in the lease, if that rate can be readily determined. If that rate cannot be readily
determined, the Company uses incremental borrowing rate. For leases with reasonably similar
characteristics, the Company, on a lease by lease basis, may adopt either the incremental borrowing
rate specific to the lease or the incremental borrowing rate for the portfolio as a whole. The lease
payments shall include fixed payments, variable lease payments, residual value guarantees, exercise
price of a purchase option where the Company is reasonably certain to exercise that option and
payments of penalties for terminating the lease, if the lease term reflects the lessee exercising an
option to terminate the lease. The lease liability is subsequently remeasured by increasing the
carrying amount to reflect interest on the lease liability, reducing the carrying amount to reflect the
lease payments made and remeasuring the carrying amount to reflect any reassessment or lease
modifications or to reflect revised in-substance fixed lease payments. The company recognises the
amount of the re-measurement of lease liability due to modification as an adjustment to the right-
of-use asset and statement of profit and loss depending upon the nature of modification. Where the
carrying amount of the right-of-use asset is reduced to zero and there is a further reduction in the
measurement of the lease liability, the Company recognises any remaining amount of the re-
measurement in statement of profit and loss.

The Company has elected not to apply the requirements of ind AS 116 Leases to short-term leases
of all assets that have a lease term of 12 months or less and leases for which the underlying asset is
of low value. The lease payments associated with these leases are recognized as an expense on a
straight-line basis over the lease term.

The lease liabilities are grouped under other liabilities.
Company as a lessor

At the inception of the lease the Company classifies each of its leases as either an operating lease or
a finance lease. The Company recognises lease payments received under operating leases as income
on a straight-line basis over the lease term. In case of a finance lease, finance income is recognised
over the lease term based on a pattern reflecting a constant periodic rate of return on the lessor’s
net investment in the lease.

If an arrangement contains lease and non-lease components, the Company applies Ind AS 115
Revenue from contracts with customers to allocate the consideration in the contract. Transition to
Ind AS 116 Ministry of Corporate Affairs {“MCA”) through Companies {Indian Accounting Standards)
Amendment Rules, 2019 and Companies (Indian Accounting Standards) Second Amendment Rules,
has notified Ind AS 116 Leases which replaces the existing lease standard, Ind AS 17 Leases, and
other interpretations. Ind AS 116 sets out the principles for the recognition, measurement,
presentation and disclosure of leases for both lessees and lessors. It introduces a single, on-balance
sheet lease accounting model for lessees. The Company has adopted Ind AS 116, effective annual
reporting period beginning April 1, 2019 and applied the standard to its leases, retrospectively, with
the cumulative effect of initially applying the standard, recognised on the date of initial application
(April 1, 2019).
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I. Provisions, Contingent liabilities and Contingent assets

Provisions are recognised when the Company has a present obligation (legal or constructive) as a
result of a past events and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the

obligation.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax
rate that reflects, when appropriate, the risks specific to the liability. When discounting is used, the
increase in the provision due to the passage of time is recognised as a finance cost.

Provisions for onerous contracts are recognised when the expected benefits to be desired by the
company from a contract are lower than unavoidable costs of meeting to future obligations under
the contract and are measured at the present value of lower than expected net cost of fulfilling the
contract and expected cost of terminating the contract.

Contingent liability is disclosed in the case of:

e a present obligation arising from past events, when it is not probable that an outflow of
resources will be required to settle the obligation;

e apresent obligation arising from past events, when no reliable estimate is possible

Provisions, contingent liabilities and contingent assets are reviewed at each balance sheet date.
Contingent liabilities are not recognised in the financial statements. A contingent asset is neither
recognised nor disclosed in the financial statements.

m. Earnings per share

Basic earnings per equity share is calculated by dividing the net profit for the year attributable to
equity shareholders by weighted average number of equity shares outstanding during the year.

For the purpose of calculating diluted earnings per share, the net profit for the year attributable to
equity shareholders and the weighted average numbers of shares outstanding during the year are
adjusted for the effects of all dilutive potential equity shares.

n. Cash and cash equivalents
Cash and cash equivalent in the balance sheet comprise cash at banks, on hand and short-term
deposits with an original maturity of three months or tess, which are subject to an insignificant risk of

changes in value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and short-
term deposits, as defined above.

0. Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity.




Accounting Policies under Ind AS

Standalone financial statements of Kajaria Tiles Private Limited for the year ended 31-March-2020
(a} Financial assets
Classification
The Company classifies financial assets as subsequently measured at amortized cost, fair value

through other comprehensive income or fair value through profit or loss on the basis of its
business model for managing the financial assets and the contractual cash flows characteristics

of the financial asset.
Initial recognition and measurement
All financial assets are recognized initially at fair value plus, in the case of financial assets not

recorded at fair value through profit or loss, transaction costs that are attributable to the

acquisition of the financial asset.

Subsequent measurement

For purposes of subsequent measurement financial assets are classified in below categories:

e Financial assets carried at amortised cost

A financial asset is subsequently measured at amortised cost if it is held within a business model
whose objective is to hold the asset in order to collect contractual cash flows and the
contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

o Financial assets at fair value through other comprehensive income

A financial asset is subsequently measured at fair vajue through other comprehensive income if
it is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets and the contractual terms of the financial asset give rise
on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding. The Company has made an irrevocable election for its
investments which are classified as equity instruments to present the subsequent changes in
fair value in other comprehensive income based on its business model.

e Financial assets at fair value through profit or loss

A financial asset which is not classified in any of the above categories are subsequently fair
valued through profit or {oss.

Derecognition

A financial asset is primarily derecognized when the rights to receive cash flows from the asset
have expired or the Company has transferred its rights to receive cash flows from the asset.
Impairment of financial assets

The Company assesses impairment based on expected credit losses (ECL) model for
measurement and recognition of impairment loss on the financial assets that are trade
receivables or contract revenue receivables and all lease receivables.
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(b) Financial liabilities
Classification

The Company classifies all financial liabilities as subsequently measured at amortized cost,
except for financial liabilities at fair value through profit or loss.

Initial recognition and measurement

All financial labilities are recognized initially at fair value and, in the case of loans and
borrowings and payables, net of directly attributable transaction costs. The Company’s financial

liabilities include trade and other payables.
Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

¢ Financial liabilities at amortised cost

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the Effective Interest Rate (EIR) method. Gains and losses are recognized
in profit or loss when the liabilities are derecognized as well as through the EiR amortization

process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the EIR. The EIR amortization is included as finance

costs in the statement of profit and loss.

e Financial liahilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and firancial labilities designated upon initial recognition as at fair value through profit or loss.
Financial liabilities are classified as held for trading if they are incurred for the purpose of
repurchasing in the near term. This category also includes derivative financial instruments
entered into by the Company that are not designated as hedging instruments in hedge
relationships as defined by Ind AS 109. Separated embedded derivatives are also classified as
held for trading unless they are designated as effective hedging instruments.

Gains or losses on liabilities held for trading are recognized in the statement of profit and Joss.
Derecognition

A financial fiability is derecognized when the obligation under the liability is discharged or
cancelled or expires. When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as the derecognition of the original
liability and the recognition of a new liability. The difference in the respective carrying amounts

is recognized in the statement of profit and loss.
{c) Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the balance
sheet if there is a currently enforceable legal right to offset the recognised amounts and there is
an intention to settle on a net basis, to realize the assets and settle the liabilities simultaneously.
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p.

q-

(d) Derivative financial instruments

The Company uses derivative financial instruments, such as forward currency contracts, interest
rate swaps, full currency swaps and forward commodity contracts, to hedge its foreign currency
risks, interest rate risks and commodity price risks, respectively. Such derivative financial
instruments are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently remeasured at fair value. Derivatives are carried as financial
assets when the fair value is positive and as financial liabilities when the fair value is negative.

Any gains or losses arising from changes in the fair value of derivatives are taken directly to

statement of profit and loss.

Impairment of non-financial assets

At each reporting date, the Company assesses whether there is any indication based on
internal/external factors, that an asset may be impaired. If any such indication exists, the
recoverable amount of the asset or the cash generating unit is estimated. If such recoverable
amount of the asset or cash generating unit to which the asset belongs is less than its carrying
amount. The carrying amount is reduced to its recoverable amount and the reduction is treated
as an impairment loss and is recognised in the statement of profit and loss. If, at the reporting
date there is an indication that a previously assessed Impairment loss no longer exists, the
recoverable amount is reassessed and the asset is reflected at the recoverable amount.
Impairment losses previously recognised are accordingly reversed in the statement of profit and

loss.

Fair value measurement

The Company measures financial instruments at fair value at each balance sheet date.

All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorized within the fair value hierarchy, described as follows, based on the lowest level

input that is significant to the fair value measurement as a whole:

* level 1 — Quoted (unadjusted) market prices in active markets for identical assets or
liabilities

s Level 2 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

o Level 3 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognized in the balance sheet on a recurring basis, the

Company determines whether transfers have occurred between levels in the hierarchy by re-

assessing categorization (based on the lowest level input that is significant to the fair value

measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the
level of the fair value hierarchy as explained above.

2.3 Significant accounting judgements, estimates and assumptions

The preparation of the Company’s financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues,
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expenses, assets and liabilities, and the accompanying disclosures, and the disclosure of
contingent liabilities at the date of the financial statements. Estimates and assumptions are
continuously evaluated and are based on management’s experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.
Uncertainty about these assumptions and estimates could resuit in outcomes that require a
material adjustment to the carrying amount of assets or liabilities affected in future periods.

In particular, the Company has identified the following areas where significant judgements,
estimates and assumptions are required. Further information on each of these areas and how
they impact the various accounting policies are described below and also in the relevant notes
to the financial statements. Changes in estimates are accounted for prospectively.

Jjudgements
In the process of applying the Company’s accounting policies, management has made the
following judgements, which have the most significant effect on the amounts recognized in the

financial statements:

Contingencies

Contingent liabilities may arise from the ordinary course of business in relation to claims against
the Company, including legal, contractor, land access and other claims. By their nature,
contingencies will be resolved only when one or more uncertain future events occur or fail to
occur. The assessment of the existence, and potential quantum, of contingencies inherently
invoives the exercise of significant judgments and the use of estimates regarding the outcome of

future events.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The
Company based its assumptions and estimates on parameters available when the consolidated
financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market change or circumstances arising beyond the
control of the Company. Such changes are reflected in the assumptions when they occur.

(a) Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may
be impaired. If any indication exists, or when annual impairment testing for an asset is required,
the Company estimates the asset’s recoverable amount. An asset’s recoverable amount is the
higher of an asset’s or CGU’s fair value less costs of disposal and its value in use. It is determined
for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. Where the carrying amount of an
asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written

down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. In determining fair value less costs of disposal, recent
market transactions are taken into account. If no such transactions can be identified, an
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appropriate valuation model is used. These calculations are corroborated by valuation multiples,
quoted share prices for publicly traded subsidiaries or other available fair value indicators.

{(b) Defined benefit plans

The cost of the defined benefit plan and other post-employment benefits and the present value
of such obligation are determined using actuarial valuations. An actuarial valuation involves
making various assumptions that may differ from actual developments in the future. These
include the determination of the discount rate, future salary increases, mortality rates and
future pension increases. Due to the complexities involved in the valuation and its long-term
nature, a defined benefit obligation is highly sensitive to changes in these assumptions. All

assumptions are reviewed at each reporting date.
(c) Useful lives of depreciable/amortisable assets

Management reviews its estimate of the useful lives of depreciable/amortisable assets at each
reporting date, based on the expected utility of the assets. Uncertainties in these estimates
relate to technical and economic obsolescence that may change the utility of assets

(c} Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the balance sheet
cannot be measured based on quoted prices in active markets, their fair value is measured using
valuation techniques including the DCF model. The inputs to these models are taken from
observable markets where possible, but where this is not feasible, a degree of judgment is
required in establishing fair values. Judgements inciude considerations of inputs such as liquidity
risk, credit risk and volatility, Changes in assumptions about these factors could affect the

reported fair value of financial instruments.
(d) Impairment of financial assets

The Company recognizes loss allowances using the expected credit loss (ECL) model for the
financial assets which are not fair valued through profit or loss. Loss allowance for trade
receivables with no significant financing component is measured at an amount equal to lifetime
ECL. For all other financial assets, expected credit losses are measured at an amount equal to the
12-month ECL, unless there has been a significant increase in credit risk from initial recognition
in which case those are measured at lifetime ECL. The amount of expected credit losses (or
reversal} that is required to adjust the loss allowance at the reporting date to the amount that is
required to be recognised as an impairment gain or loss in statement of profit and loss.

For trade receivables, the Company applies the simplified approach permitted by Ind AS 109
Financial Instruments, which requires expected lifetime losses to be recognised from initial
recognition of the receivables. As a practical expedient, the Company uses a provision matrix to
determine impairment loss of its trade receivables. The provision matrix is based on its
historically observed default rates over the expected life of the trade receivable and is adjusted
for forward looking estimates. The ECL loss allowance {or reversal) during the year is recognised
in the statement of profit and loss.




KAJARIA TILES PVT. LTD. (formerly known as Kajaria Floera Ceramics Private Limited)

Balance Sheet as at 31 March 2020

{Amount in Rupees Lakhs, uniess otherwise stated)

Particulars Notes As at As at
31 March 2020 31 March 2019
1 ASSETS
(1) Non-current assets
Property, plant and equipment 3A 14,286.35 909.62
Capital work-in-progress 3B 1,276.22 9,301.42
Right to use Assets 4 12.24 -
Financial assets
(i} Loans & Advances S5A 103.16 7.69
Other non-current assets 5B 68.29 540.19
{2) Current assets
Inventories 6 3,571.37 -
Financial assets
(i) Trade receivables 7 563.18 -
(i) Cash and cash equivalents 8 185.10 118.50
{iii) Loans & Advances 5A 0.35 -
Other current assets 58 1,451.19 932.21
Total Assets 21,517.44 11,809.62
i EQUITY AND LIABILITIES
(1) Equity .
Equity share capital 9 1,000.00 1,000.00
Other Equity 10 |- 251.21 48.39
Reserves and Surplus 748.79 951.61
(2) UABILITIES
(a) Non-current liabilities
Financial liabilities
(i) Borrowings 11 18,768.35 7,841.77
(ii) Other financial liabilities 128 - -
Provisions 13 24.37 -
Other non current liahilities 14 5.11 -
(b} Current liabilities
Financial liabilities
(i) Borrowings 11 - -
{ii) Trade Payable 12A
Dues of Micro & Small Enterprises 35.37 -
Dues other than Micro & Small Enterprises 1,200.43 -
(iii) Other financial liabilities 12B 688.26 2,864.03
Provisions 13 0.87 -
Other current liabilities 14 45.89 152.20
Total Equity and Liabilities 21,517.44 11,809.62
Significant accounting policies 1&2

The accompanying notes form an integraf part of these financial statements.
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KAJARIA TILES PVT. LTD. {formerly known as Kajaria Floera Ceramics Private Limited)
Statement of Profit and Loss for the year ended 31 March 2020

(Amount in Rupees Lakhs, unless otherwise stated)

icul N For the Year ended 31 For the Year ended 31
Particulars otes March 2020 March 2019
i REVENUE
Revenue from operations 15 4,447.58 -
Other income 16 55.38 0.12
Total Revenue {1} 4,502.96 0.12
Il EXPENSES
Cost of material consumed 17 2,768.61 -
Changes in inventories of finished goods, stock-in-trade 18 - 2,309.67 0.00
and work in progress
Employee henefits expenses 19 799.01 -
Finance costs 20 727.92 -
Depreciation and amortization expenses 21 328.08 -
Other expenses 22 2,391.84 -
Total expenses (i1} 4,705.79 -
H1 i i i fi
Profllt bt'efore exce!:)tlonal items and tax from 3 202.83 0.12
continuing operations (i-11)
IV Exceptional Items - -
V  Profi tinui i -
rofit/(loss) before tax from continuing operations (fil ) 202.83 0.12
)
VI Tax expense:
{1) Current Tax - -
(2) Deferred Tax - -
Vit Profit (L for the Year f inui i vV
rofit (Loss] for the Year from continuing operations { i 202.83 0.12
Vi)
VIl Other Comprehensive fncome
A items that will be reclassified to profit or loss - -
B Items that will not be reclassified to profit or loss - -
Total Comprehensive Income for the Year {IX + X)
IX {Comprising Profit {Loss) and Other Comprehensive - 202.83 0.12
Income for the Year)
Earnings per equity share for continuing operations
(1) Basic, computed on the basis of profit from 23 {2.03) 0.00
continuing operations
{2) Diluted, computed on the basis of profit from 23 (2.03) 0.00
continuing operations
Significant accounting policies 1&2
The accompanying notes form an integral part of these financial statements.
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KAJARIA TILES PVT. LTD.
Cash Flow Statement for the year ended 31 March 2020

{Amount in Rupees Lakhs, unless otherwise stated)

For the Year ended
31 March 2019

A. CASH FLOW FROM OPERATING ACTIVITIES

Net Profit before tax

Adjusted for :

Depreciation

Interest Expense

Assets written off

Trade receivables written off (net]
Unrealised forex gain/ loss

Unrealised gain/loss on lease obligation

Operating Profit before Working Capital Changes

Adjusted for increase or decrease in operating assets;
Trade & Other Receivables

Other financials assets

Other assets

inventories

Trade Payable

Other financial liabifities

QOther liahilities

Provisions

Cash Generated from Operations
Direct Taxes Paid
Exceptional / Extraordinary items

Net Cash from operating activities

B. CASHFLOW FROM INVESTING ACTIVITIES

Purchase of Property, Plant and Equipment
Change in Capital work in progress

Capital creditors

Capital advance

interest Received

Deposit

Net Cash used in Investing Activities

C. CASH FLOW FROM FINANCING ACTIVITIES

Proceeds/ (Repayment) of Borrowings (Net)
Share application money

Interest Paid

Net Cash used in Financing Activities

Net increase in Cash and Cash Equivalents
Cash and Cash Equivalents as on 1.4.2019
Cash and Cash Equivalents as on 31.03.2020

For the Year ended
31 March 2020
(202.83)
328.08
727.92
19.45
1.33
0.65
0.54
1,077.97
875.14
(564.51)
546.88
(518.98)
(3,571.37)
1,235.15
(4,644.05)
(101.75)
25.24
(7,593.38)
{6,718.25)
(6,718.25)
(13,717.81)
8,006.26
2,468.28
(68.29)
(103.16)
(3,414.71)
10,926.57
(727.01)
10,199.57
66.61
118.50
185.10

0.12
(0.12)
(0.12)
{158.77)
(922.07)
128.20
(952.64)
(352.64)
(952.64)
(5.25)
(5,379.02)
0.12
(5,384.14)
6,441.77
(63.62)
6,378.15
41.37
77.12
118.50







KAJARIA TILES PVT. LTD. (formerly known as Kajaria Fioera Ceramics Private Limited)
Statement of Changes in Equity for the year ended 31 March 2020
{Amount in Rupees Lakhs, unless otherwise stated)

Equity share capital

31 March 2020 31 March 2019
Issued, subscribed and paid up capital (Refer note 3)
Opening balance 1,000.00 1,000.00
Changes - -
Closing balance 1,000.00 1,000.00
Other equity
Reserves and Surplus Items of OCI Total equity
Particulars Securities Retained Re-measurement
premium earnings gains/ (losses) on
defined benefit plans

As at 1 April 2018 - (48.51) - (48.51)
Additions - 0.00
Net income / {loss) for the year - 0.12 - 0.12
Other comprehensive income - 0.00 - 0.00
Total comprehensive income - 0.12 - 0.12

0.00

0.00
Atl April 2019 - (48.39) - (48.39)
Net income / (ioss) for the year - (202.83) - (202.83)
QOther comprehensive income - 0.00 - 0.00
Total comprehensive income - (202.83) - (202.83)
At 31 Mar 2020 - (251.21) - {251.21)

Significant Accounting Polices 1 & 2
in terms of report of even date annexed
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