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INDEPENDENT AUDITOR’S REPORT
To the Members of KIRLOSKAR BROTHERS INTERNATIONAL BV
Report on the Audit of the Consolidated Indian Accounting Standards (Ind AS) Financial Statements

Opinion

We have audited the accompanying Consolidated ind AS Financial Statements of Kirloskar Brothers
[nternational BY. (hereinafter referred (o as “the Holding Company™) and its subsidiaries (the Molding
Company and its subsidiaries together referred to as “the Group™), which comprise the consofidated balance
sheet as at 31" March, 2019, the consolidated statement of profit and loss (including other comprehensive
income) for the period 1™ January 2018 to 31% March 2019, the consolidated statement of changes in equity
and the statement of cash flows for the for the period 1** January 2018 to 31 March 2019 and including a
summary of significant accounting policies; hereinafter referred to as, ‘the Consolidated Ind AS Financial
Statements’.

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid
Consolidated Ind AS Financial Statements give a true and fair view in conformity with the accounting
principles generally accepted in India, of the state of affairs of the Group as at March 31, 2019, its loss for the
period 1™ January 2018 to 31* March 2019, its changes in equity and its cash flows for the period 1™ January
2018 to 31% March 2019,

Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing (SAs) applicabic in India. Our
responsibilities under those Standards are further described in the Auditor’s Responsibilities for the Audit of
the Consolidated Ind AS Financial Statements section of our report. We are independent of the Group in
accordance with the Code of Ethics issued by the Institute of Chartered Accountants of India together with the
ethical requirements that are relevant to our audit of the Consolidated Ind AS Financial Statements and we
have fuifilled our other ethical responsibilities in accordance with these requirements and the Code of Ethics.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
optnion.

Responsibility of Management for Ind AS Financial Statements .
The Holding Company’s Board of Directors is responsible for the preparation of these Consolidated Ind AS
Financial Statements that give a true and fair view of the financial position, financial performance, changes in
equity and cash flows of the Group in accordance with the accounting principles generally accepted in India,
including the Indian Accounting Standards preseribed in India. This responsibility also includes maintenance
of adequate accounting records for safeguarding of the assets of the Group and for preventing and detecting
frauds and other irregularities; selection and application of appropriate implementation and maintenance of
accounting policies; making judgments and estimates Ilml are reasonable and prudent; design, implementation
and maintenance of adequate internal financial controls, that were operating effectively for ensuring the
accuracy and completeness of the accounting records, relevant to the preparation and presentation of the
Consolidated Ind AS Financial Statement that give a true and fair view and are th from malerial
misstatement, whether due to fraud or error.
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In preparing the Consolidated Ind AS Financial Statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting uniess management either intends to liquidate the Group or to
cease operations, or has no realistic alfernative but 1o do so.

The Board of Directors is also responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Ind AS Financial Statements

Our objectives are to obtain reasonable assurance about whether the Consolidated Ind AS Financial
Statemenis as a whole are free from material misstatement, whether due to fraud or error, and to issue an
audifor’s report that includes our opinion. Reaseonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with SAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected fo influence the economic decisions of users taken on the basis
of these Consofidated Ind AS Financial Statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

. identify and assess the risks of material misstatement of the Consolidated Ind AS Financial
Statements, whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinien.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

v (btain an understanding of internal control refevant to the awdit in order to design audit procedures
that are appropriate in the circumstances.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management,

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and,

based on the audit evidence obtained, wheiher a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a geing concern. If we
conclude, that a material uncertainty exists, we are required to draw altention in our auditot’s report to
the related disclosures in the Consolidated Ind AS Financial Statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events or conditions may cause the Group to cease o
continue as a going concern.
. Fvaluate the overall presentation, structure and content of the Consolidated Ind AS Financial
Statements, including the disclosures, and whether the Consolidated Ind AS Financial Statements
represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit,
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We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

QOther Matters

I

The management of the Group have prepared the Consolidated Ind AS Financial Statements for fifteen
months i.e. for the period starting from 1¥ January 2018 to 31% March 2019. Therefore the current year
figures are not comparable with the previous year figures (twelve months) to that extent.

The financial statements of twenty one companies included in these Consolidated Ind AS Financial
Statements for the period starting from 1% January 2019 to 31% March 2019 are management drawn. The
financial statements of these twenty one companies reflect total assets of Euro 112,086,397 as at 31st
March 2019, total revenues of Euro 34,487,428 and net cash inflow amounting to Euro 56,212 for the
period " January 2019 to 31" March 2019, as considered in the Consolidated Ind AS Financial
Statements.

We did not audit the financial statements of twenty subsidiary companies for the year ended 31%
December 2018, The financial statements of the subsidiaries reflect total assets of Furo 91,536,734 as at
J1st December 2018, total revenues of Euro 118.849.641 and net cash inflow amounting to Euro 922,549
for the year ended on that date, as considered in the Consolidated Ind AS Financial Statements. These
financial statements have been audited by other auditors; whose reports have been furnished to us by the
Management and our opinion on the Consolidated Ind AS Financial Statements, in so far as it relates 1o
the amounts and disclosures included in respect of these twenty subsidiary companies is based solely on
the reports of the other auditors,

For additional procedures carried out by us; being auditors of parent company with respect to one step
down subsidiary company refer Annexure A

Our opinion on the Consolidated Ind AS financial statements is unmodified for the above matters with respect
to our reliance on the work done and the reports of the other auditors and the financial statements / financial

information certified by the Management.

For M/s P.GG.Bhagwat
Chartered Accountants

Firm’s
RN

Abhiieet Bliagwat

_,\\ /:, Y

e,

R;egistralion Numbetf 101 118W

N/
é@ l s,.-f-‘-t.‘k\k -

Partner

Membership Number: 1368335
Pune
10" May, 2019
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Annexure A

Description Audit Matter:

Rodelta Pumps International B.V. is one of the subsidiaries of the Company and is situated at Twentepoort
Qost 24,7609 RG Almelo The Netherlands. Its activities mainly consist of engineering, assembling and
trading in specialized pumps. For the financial year ended 317 December 2018, the auditor of the subsidiary
has expressed a disclaimer of opinion for the reasons as mentioned in his report and reproduced herein
below:,

“As a result of the various staff changes and of the design of the automated system, we were unable 1o
adequately test the administrative organization and the associated irreplaceable internal control measures for
the year 2018, Despite the extensive additional substantive testing it was not possible to-overcome the
deficiencies in the administrative organization and internal controls. As a result of the aforementioned
circumstances, we have not been able to obtain the required assurance about the in 2018 recognized revenue,
cost of sales, inventories, debtors and work in progress and the same applies for the direct related items to
this”.

Description of Audifor response:

With a view fo evaluate the impact of the afore-mentioned disclaimer on the audit opinion of the
Consolidated Financia! Statements of the parent Kirloskar Brothers International BV, a reference to Auditing
Standard - SA 705, “Modification to the opinion in the independent auditor’s report” was made. This
standard deals the manner in which an auditor modifies his opinion on the financial statements and in certain
cases wherever required, disclaims his opinion, if in his professional judgement he is unable to obtain
sufficient appropriate audit evidence and the possible effects of any undetected misstatements therefrom,
would be both material and pervasive. We carried out following procedures to evaluate whether our
additional procedures would fead us to simifar conclusion also on the consolidated financial statements of the
group taken as whole. We also carried out following procedures relying on the requirements of Standard on
Auditing - SA 600, “Using the work of another auwditor”™ which forms the basis of consolidation of
financial statements of subsidiaries, associates and joint ventures, as the case may:

I. Discussion with the local management of the Company and their views on auditor’s opinion;

Discussion with the local independent auditor of the Company based on review of his replies to group
audit instructions and Drafi Board Letter communicated by him;

3. Following additional procedures were carried out with respect to areas mentioned in the basis for

b2

disclaimer
a. Revenue:
i,  Verification of cut-off documents;
ii. Sample verification of invoices with sales order and packing list including certain subseguent
collections;
"b. Cost of Sales (COGS) and Inventory:
i analytical reviews in terms of discussion with local management regarding inventory and
conswmption recording
i, Physical inventory verification on test basis
iti. Discussed process of inventory valuation and reviewed inventory ageing
c.  Work in Progress: overview of inventory recording procedure in ERP including overhead loading
d.  Trade Receivables: reviewed subsequent realisations for debtors outstanding as at 31 Dec. 18. In
addition, Jocal auditor has mentioned in replies 1o group audit instructions that balance
confirmations have been received from 98% of debtors (in value terms).
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<e.  Other areas;
1. Verified purchases on test basis
ii. Verified bank reconciliations for December 2018
iii. Carried out general purpose analytical procedures on financial statements mcludmg
materiality involved,

Based on the procedures carried out by us as stated above, though the internal processes of the company
need strengthening, no material misstatements affecting true and fair view were observed by us.

For M/s P.G.Bhagwat

Chartered Accountants

Firm's R(fg;ssuatlon Numi)a;fgIO] Ti8W

/4% et o w,i\/{

,,,,, ) ;

Abhijeet 13§}agwa¥”* Lol

Partner

Membership Number: 136835

Pune

10" May, 2019
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Kirloskar Brothers International B.V.
Conseclidated Balance Sheet as at 31 March 2019
{Amounts in Eurg)

Particutars Note 31 March 2018 31 December 2017
ASSETS
Non-current assets
Properly, Plant and Eguipment 3 13,707,991 14,423,300
Capital work-in-progress 4 7,621 12,051
Goodwilt 3 237,994 702,966
Other Intangible assets 3 439,085 1,158,627
Financial Assets
Investments 5 6,392 3
Loansg 7 181,677 136,329
Deferred tax assets (net) 18 2,013,607 1,756,684
Other non-current assets 8 172,178 411,333
Total non-current assets 16,766,545 18,599,153
Current assets
Inventories 10 28,002,247 22,331,294
Financial Assels
Trade receivables 6 31,150,891 28,084,227
Cash and cash equivalents ila 3,089,281 2,223,815
Other bank batances 1o 111,446 111,446
Loans 7 43,156 45,051
Others 8 47,818 647,021
Current Tax Assets (net) 19 353,176
Other current assets g 12,266,182 12,865,885
Total current assets 74,711,021 66,695,915
TOTAL ASSETS 91,477,566 85,265,108
EQUNTY AND LIABILITIES
Equity
Equity share capital 12 19,807,600 6,132,400
Other equity 13 {6,135,031) 16,518,205
Total equity 13,672,569 22,650,605
LIABILITIES
Non-current fiabilities
Financial Liabilities
Borrowings 14 4,634,929 5,543,316
Other financlal Habilities 16 424,923 511,359
Provisions 17 93,894 87,578
Total non-current liabilities 5,153,746 6,142,253
Current Habilities
Firancial liabilities
Bosrowings 14 21,629,017 15,963,355
Trade payables 15 37,305,528 29,960,251
Other financial Bapilities 16 5,963,295 5,553,142
Current {ax liabilities (Net) 19 177,852 -
Cther current liabilities 18 5,647,931 3,647,349
Provisions 17 1,927,628 1,378,153
Total current liabilities 72,651,251 56,502,250
Totai liabilities 77,804,897 62,644,503
TOTAL EQUITY AND LIABILITIES 91,477,566 85,295,108
Corporate information 1
Summary of significant accounting policies 2
See accompanying notes to financlal statements
The nofes referred to above form an integrat par of the
financial slatements
As per our report of even date attached For and on behalf o the Board of Directors
For M/s P.G.Bhagwat te
Charlered Accountanis i\ ‘é{-"«ww L - \5
Firm's registration no. 1011 18\9.? ‘ / Sanjay Kirloskar Alok Kirloskar
K - r ) Chairman e Managing Director
o DIN : 00007885 : 05324745
e P@f 110 May 2049 ( Pun 0 May 2019 .
. Al
Abhijeet Bhagwat .75’ )/\.{, (ﬂm/;’ .‘_,/
Partner Sandeep Phadls C.M. Mate o
tMembership no. 136835 Company Secrelary Group CFO

Pune : 10 May 2019 Pune : 10 May 2018 Pung ; 10 May 2018



Kirloskar Brothers International B.V.

Consolidated statement of profit and loss for the fifteen months ended 31 March 2018

(Amounts in Euro)

Particulars Notes Fifteen months Year ended
ended

31 March 2018 31 December 2017
Revenue from Operations 20 149,271,797 112,638,718
Other income 21 577,922 2,196,248
Total Income 149,849,719 114,834,967
Expenses
Cost of materials consumed 22 91,204,143 57,385,844
Purchases of Stock-in-Trade 670,553 4,763,403
Changes in inventories of finished goods, Stock-in -Trade and work-in- 22 (6,012,065) 473,923
progress
Employee benefits expense 23 38,678,525 30,723,720
Finance costs 24 2,376,310 1,781,120
Depreciation and amortization expense 25 2,438,694 2,187,355
Other expenses 26 32,753,767 22,897,020
Total expenses 162,109,927 120,222 385
Profit/{loss)before exceptional items and fax (12,260,208) {5,387,418)
Exceptionat items - -
Profit / (foss) before tax {12,260,208) {5,387,418)
Tax expenses 18
(1) Current tax 211,364 313,526
(2) Deferred tax {182,297) {861,755)
(3) Short provision of eadier years - (1,362)
Total Tax expenses 28,067 {548,591)
Profit after tax but before share in profit of joint venture company (12,289,275} (4,837,827)
for the year
Share in profit of joint venture company 6,630
Profit for the year {12,282,645) (4,837,827}
Other Comprehensive Income 27
Foreign currency translation reserve 515,221 (1,044,173}
Foreign exchange loss for subsidiary company
Total Comprehensive Income for the period (Comprising Protit (11,774,054) (5,882,000}
(Loss) and Other Comprehensive Income for the period)
Earnings per equity share 32
(1) Basic (62.04) {76.89)
{2) Diluted (62.04) (78.89)
Corporate information 1
Summary of significant accounting policies 2

See accompanying riofes to financial statements

The notes referred to above form an integral part of the financial statemenis

As per our repott of even date attached
For M/s P.G.Bhagwat
Chartered Accountants
Firm's registration no. 161118W

Abhijeel Bhagwat
Partner

dMembership no. 136835
Pune : 10 May 2019
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For and on behali of the Board of Directors

L g
Sanjay K|r{oskar
Chairman

DIN : 00067885
Pune 10 May 201 Q

Sandeep Phadis
Company Secretary
Pune : 10 May 20158

Lot

Alck Kirloskar
Managing Director

. DIN: 05324745
Pﬂne 10 May 2618

Y

C.M. Mate
Group CFO
Pune 116 May 2019




Kirloskar Brothers international B.V.

Consolidated statement of Changes in Equity for the period ended 31 March 2018

{Amounts in Euro)
A, Equity Share Capital

Balance as at 1 January 2017 Changes in equity share Balance as at 31 December 2017

capital during the year

£,132,400 6,132,400

Balance as at 31 December 2017 Changes in equity share Balance as at 31 March 2018

capital during the year

6,132,400 13,675,200 18,807,600

B. Other Equity

Foreign Reserves and Surplus Total

currency Capital Securities Retained

translation | redemption Premium Earnings

reserve reserve Reserve
Balance as at 1 January 2017 1,022,403 59,859 6,075,247 10,742,686 17,800,205
Additionat shares issued during the year 4,500,000 4,600,000
Profit for the year (4,837,827) (4,837,827}
Other comprehensive income (1,044,173} - {1,044,173}
Balance as at 31 December 2017 (21,770} 59,859 10,575,247 5,804,869 16,518,205
Additional shares issued during the year {10,575,200) (10,575,200)
Profit for the year (12,282,645)] {12,282,645)
Other comprehensive ingome 518,221 515,221
Impact of transition fo Ind AS 115 (310,812) (310,612)
Balance as at 31 March 2019 493,451 59,859 47 (6,688,387) {6,135,030)




Kirloskar Brothers International B.V.

Consolidated Statement of Cash Flow for the year ended 31 March 2019

{Amounts in Euro)

Particulars

Cashilows from Operating Activilies

Net Profit before taxation and extraordinary items
Adjustments for -

Depreciation / Amaortization

Loss on sale of Fixed Assets

Profit on sale of Fixed Assets

Bad debts written off

Advances, deposits and claims written off
Provision for doubtiul debts, advances and claims
Inlerest income

Interest Expenses

Unrealised exchange ( gain)/ Loss - Clhers

ey

o0 @ W

Operating Profit Before Working capital changes
Adiustinents for =

{Increase) decrease in inventories

2 | {Increase)/ decrease in trade receivables, other financial
assels and other assels

Increase/ (decrease) in trade payable

4 { Increase/ (decrease) in financial and non-financial
ligbilities

5 | increase/ {decrease) in provisions

ey

Cash Generated from Operations
Income Tax (Paid ) / Refunded
Net Cash from Operating Activities

Cashflows from Investing Activities

Purchase of Fixed Assets and investment property
Sale of Fixed Assets and investment property
Interest Received

Loan to joint venture

Net Cash from Investment Activities

ot by - BB

0

Cash Flows from Financing Activities

Proceeds from berrowing

Repayment of borrowings

Interest Paid

Proceeds from issuance of share capital
Net Cash used in Financing Activities

L2 N —

Net Ingrease in Cash and Cash Equivalents

1 1 Cash & Cash Equivalenis and other bank balances at
begining of period

2 | Cash & Cash Equivalents and other bank balances at end
of pericd (refer nole 11}

Year ended Year ended
31 March 2019 31 December 2017
(12,260,208} (5,387,418)
2,438,694 2,187,355
21,887 -
111,940 112,410
134,485 163,184
{18,877) {4,167
2,376,310 1,791,120
{29,500) (2.140,752)
(7,225,561) (3,278,308)
{5,670,853) (3,463,188)
(2,181,835) (5,168,667)
7,345,277 5,367,365
2,237,675 989,361
555,791 {406,873)
(4,939,606) {5,889,321)
317,785 645,540
(4,621,821 (5,343,781)
{972,010) (1,320,942}
884,207 (90,411}
18,877 (44,452}
{11,378} -
{80,302} (1,455,805)
21,629,017 3,587,047
{18,785,118) {2,818,634)
{2,376,310) (1.791,120)
3,100,000 4,500,00C
5,567,589 3,477,283
865,466 (3,322,295)
2,335,261 5,657,558
3,200,727 2,335,261

Note
year.
2. Cash flow is prepared using indirecte method.

As per our report of even date attached

For M/s P.G.Bhagwat
Charlered Accountants
Firm's registration no. 101

frow

Abhljeet Bhagwat
Pariner

Membership no. 136835
Pure : 16 May 2019

1, Previous year's figures are regrouped wherever necessary io make them comparable with the Current

For and on behalf of the Board of Directors

Alok Kirloskar
Managing Director
,A.,,.\DIN . 05324745

Sanjay Kirloskar
Chairman
DIN : 00007885

Pune 110 May 2019 P e : 10 May 2018
' (
/“f LA C‘if/v{f [//L/V\f\ ANy
Sandeep Phadnis C M. Mate
Company Secrelary Group CFO
Pune : 10 May 2019 Pune ; 10 May 2018



Kirloskar Brothers International B.V.
Notes to accounts
Significant accounting policies

Notes to the consolidated financial statements for the fifteen months ended 31 March 2019 (Alf
amounts are in Euros, unless otherwise stated)

1. Corporate information

Kirloskar Brothers International B.V. {KBIBV) is company formed in Netherlands and owned by Kirloskar
Brothers Limited, india {(KBL). KBIBV ownrs 100% share of all fareign subsidiary component of KBL group
which are engaged in providing globsal fluid management selutions. The core products of the group are
engineered pumps, firefighting pumps, Industrial pumps, agriculture and domestic pump, valves and
hydro turbines.

2. Significant accounting policies

2.1 Basis of preparation

The consclidated financial statements of the group have been prepared in accordance with Indian
Accounding Standards (Ind-AS) notified under the Companies (indian Accounting Standards) Rules, 2015
notified under Section 133 of the Companies Act, 2013 ("the Act”) and other relevant provisions of the
Act, other relevant provisicns of the Act and amendments thereof issued by Ministry of Corporate Affairs
in exercise of the powers conferred by section 133 of the Companies Act, 2013.

In gddition, the guidance notes/announcements issued by the Institute of Chartered Accountants of India
(ICAl) are also applied except where compliance with other statutory promulgations require a different
treatment.

The financial statements were authorised for issue by the Board of Directors on May 10, 2019.

2.2 Basis of consolidation and equity accounting

iy Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has
rights to, variable returns from its involvement with the entity and has the ability to affect those returns through
its power over the entity. The financial statements of subsidiaries are included In the consolidated financial
statements from the date on which control commences until the date on which control ceases.

The consolidated financial statements relate to Kirloskar Brothers International BV, and s majority owned
subsidiary companies, consolidated on a line by line basis by adding together the book values of like items of
assets, liabilities, income and expenses, after fully eliminating intra-group transactions and the unrealised profit
flosses on intra-group transactions, and are presented to the extent possible, in the manner as the Company’s
independent financial statements,

The names of the subsidiary companies, country of incorporation, proportion of ownership interest and
reporiing dates considered in the consolidated financial statements are:

Country of Proportio_n of .

Name ot the Company Incorporation Ownership Interest | Reporting Date (%)
of KBIBV

SPP Pumps Limited United Kingdom | 100% 31 March 2018
Kirloskar Brothers{Thailand) Limited Thailand 100% 31 March 2018
SPP Pumps (MENA) L.L.C. Egypt 100% 31 March 2019
Kirloskar Pompen B.V The Netherlands | 100% 31 March 2019
Micawber 784 Proprietary Limited South Africa 100% 31 March 2019
SPP Pumps International Proprietary | South Africa 100% 31 March 2019
Limited (Erstwhile Kirloskar Brothers
international PTY Limited)
SPP France SAS France 100% 31 March 2019
SPP Pumps Inc. USA 100% 31 March 2019
SPP Pumps South Africa Proprietary | South Africa 100% 31 March 2018
Limited
Braybar Pumps Limited South Africa 100% 31 March 2019
Rodelta Pumps International BV The Netherlands | 100% 31 March 2019
Rotaserve Overhaul B.V. The Netherlands | 100% 31 March 2019
SPP Pumps Real Estate LLC USA 100% 31 March 2019




Kirloskar Brothers International B.V,
Notes to accounts
Significant accounting policies

SyncroFlo Ing, USA 100% 31 March 2019
SPP Pumps {Asia) Ltd Thailand 100% 31 March 2019
SPP Pumps (Singapore; Ltd Singapore 100% 31 March 2019
Rotaserve Limited United Kingdom | 100% 31 March 2019

Statutory reporting date for all companies above is 31 December 2018, however in order to have uniform
reporting date for the purpose of consolidation with that of holding company, Kirloskar Brothers Limited, 3
moenths management drawn financials for all companies are prepared and consolidated financials for Kirloskar
Brothers International B.V are prepared for 15 months ended 31 March 2012,

The excess of cost to the company of its investment in the subsidiary company over the parents' portion of
equity is recognised in the consolidated financial statements as goodwill. The excess of company's share of
equity of the subsidiary company over the cost of acquisition is trealed as capital reserve,

ii} Non-controfling interests (NCI)

NC{| are measured ai their proporiionate share of the acquiree's net identifiable assets at the date of
acquisition,

Changes in the Group's equity inferest in a subsidiary that do not result in a loss of controf are accounted for
as equity transactions.

iii} Loss on control

When the Group loses cantrol over a subsidiary, it derecognises the assets and liabilities of the subsidiary, and
any related NCI and other components of equity. Any interest retained in the farmer subsidiary is measured at
fair value at the date the control is fost. Any resulting gain or loss is recognised in profit or loss.

iv) Equity accounted investees

A joint venture is an arrangement in which the Group has joint controt and has rights to the net assets of the
arrangement, rather than rights to its assets and cbligations for its liabilities.

investment in joint venture has been accounted under the equity method as per Ind AS 28 'Investments in
Associates and Joint Ventures’, whereby the investment is initially recorded at cost, identifying any
goodwill/capital reserve arising at the time of acquisition, The carrying amount of the investment is adjusted
thereafter for the post acquisition change in the Company's share of net assets of the Joint Venture,

The excess of cost to the Company of its investment in the Joint Venture entity is set off against the adjusted
carrying amount of the investment. Distributions received from the Joint Venture reduce the carrying amount of
the investment.

The consolidated statement of profit and loss reflects the Company's share of the resulls of the operations of
the Joint Venture Company.

Unrealised profits and losses resulting from transactions between the Joint Venture and the Company are
eliminated to the extent of Company's interest in the joint venture.
v) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated. Unrealised gains arising from transactions with equity accounted investees are
eliminated against the investment fo the extent of the Group’s interest in the investes. Unrealised losses are
eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of impairment.

2.3 Basis of measurement
The financial statements have been prepared on a historical cost basis, except for the following items,
which are measured on an alternative basis in accordance with Ind AS. on each reporting date.
{fems Measurement basis
Derivative financial instruments at fair value through profit or loss Fair value

Naon-derivative financial instruments at fair value through profit or Fair value
loss




Kirloskar Brothers International B.V,
Notes to accounts
Significant accounting policies

Defined benefit plan ~ plan asseis Fair value
2.4 Functional and presentation currency

These financial statements are presented in Euro which is the Group's functional currency. All financial
information is presented in euro, except share and per share data, unless otherwise stated.

2.5 Use of judgements, estimates and assumptions

The preparaticn of financial statements in conformity with Ind AS requires the management to make
judgments, estimates and assumptions that affect the reported amounts of revenue, expenses, current
assets, non-gurrent asseis, current liabilities, non-current liabilities and disclosure of the contingent
liabilities at the end of each reporting period. The estimates are based on management's best knowledge
of current events and actions, however, due to uncertainty about these assumptions and estimates, actual
results may differ from the estimates.

This note provides an overview of the areas that involved a higher degree of judgement or complexity and
of items which are more likely to be materially adjusted due to estimates and assumptions turning out to
be different than those originally assessed.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions fo accounting
estimates are recognised prospectively.

Critical estimates and judgements

The areas involving critical estimates or judgements are:

1. Estimation of defined benefit obligation ~ The cost of the defined benefit pension pian, and the
present value of the pension 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 and mortality rates.

2, Impairment of goodwili — The group estimates the value in use of a cash generating unit (CGU) based on
the future cash flows after considering the current economic conditions and trends, estimated future
operating resulis and growth rate. The estimated cash flows are developed using internal forecasts. The
discount rate used for the CGU’'s represent the weighted average cost of capital based on historical market
returns of comparable companies.

3, Impairment of receivables - The impairment provisions for financial receivables disclosed are based
on assumptions about risk of defauilt and expected loss rates.

4. Estimation of provision for warranty claims — key assumptions about likelihood and magnitude of an
outflow of resources.

2.6 Inveniories

s Inventories are valued at the lower of cost and net realizable value. The cost is calculated on moving
weighted average method.

Costs incurred in bringing each product fo its present location and conditions are accounted for as
follows:

» Raw materials: cost includes cost of purchase excluding taxes subsequently recoverable from tax
autharities and other costs incurred in bringing the inventories to their present location and condition, .
However, these items are considered to be realizable at cost if the finished products inn which they will
be used, are expecied {o be sold at or above cost.

+ Finished goods and work in progress: cost includes cost of direct materials, labor and a systematic
alfocation of fixed and variable production overhead that are incurred in converting raw material into
finished goods based on the normal operating capacity,

+ Traded goods: Cost includes cost of purchase and other costs incurred in bringing the inventories to
their present location and condition.

+ Net realizable value is the estimated selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary to make the sale. Assessment of net-realizable
value is made at regular intervals and at change of events.
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2.7 Cash and cash equivalents

Cash and cash equivalenis in the balance sheet comprise cash at banks, cash on hand and highly lquid
shori-term deposits with an original maturity of three months or less, which are subject {o an insignificant
risk of changes in value.

While other bank balances include, margin money, deposits, earmarked balances with bank, and other
bank balances with bank which have restrictions on repatriation.

2.8 Statement of Cash Flows

Statement of Cash Flows is prepared segregating the cash flows into operating, investing and financing
activities, Cash flow from operating activities is reported using indirect method, adjusting the profit before
tax excluding exceptional items for the effects of.

(1) changes during the period in inventories and operating receivables and payables {ransactions of a
non-cash nature;

(2) non-cash items such as depreciation, provisicns, unrealised foreign currency gains and losses; and

(3) all other tems for which the cash effects are investing or financing cash flows.

Cash and cash equivalents (including bank balances) shown in the Statement of Cash Flows exclude
items which are not available for general use as at the date of Balance Sheet,

2.9 Property, plant and equipment
Measurement

Freehold land is carried at historical cost. All other items of property, plant and equipment are measured at
cost of acquisition or construction less accumulated depreciation and accumulated impairment loss, if any.

The cost of an item of property, plant and equipment comptrises its purchase price, including import duties
and other non-refundable taxes or levies and any directly attributable cost of bringing the asset to its
working condition for ite intended use; any discounis and rebates are deducted in arriving at the purchase
price,

Own manufactured PPE is capilalized at cost inciuding an appropriate share of overheads. Administrative
and other general overhead expenses that are specifically attributable to construction or acquisition of PPE
or bringing the PPE to working condition are allocated and capitalized as a part of the cost of the PPE.

Borrawing costs directly attributable to the construction or acquisition of a qualifying asset up to
completion or acquisition are capitalised as part of the cost, The present value of the expected cost for the
decommissioning of an asset after its use is included in the cost of the respective asset if the recognition
criteria for a provision are met.

When parts of an item of property, plant and equipment have different usefut lives, they are accounted for
as separate items (major components) of property, plant and equipment.

Property, plant and equipment under construction are disclosed as capital work-in-progress.

Advances paid towards the acguisition of property, plant and equipment outstanding at each reporling
date are disclosed under “Other non-current assets”.

Subsequent costs

The cost of replacing a part of an item of property, plant and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part will flow to
the Group and its cost can be measured reliably, The carrying amount of the replaced part is
derecognized. The costs of the day-to-day setvicing of property, plant and equipment are recognised in
the statement of profit and loss as incurred.

Disposal
An item of property, plant and equipment is derecognized upon disposal or when no future benefits are

expected from its use or disposal. Gains and losses on dispoesal of an item of property, plant and
equipment are determined by comparing the proceeds from disposal with the carrying amount of property,
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plant and equipment, and are recognised net within other income/expenses in the statement of profit and
loss.

Depreciation

Depreciation is calculated over the depreciable amount, which is the cost of an assei, or other amount
substituted for cost, less its residual value. Depreciation is recognised in the statement of profit and loss
generally on a straight-line basis over the estimated useful lives of each part of an item of property, plant
and equipment and in some ¢ases based on the technical evaluation made by the management.

Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is
reascnably certain that the Group will obtain ownership by the end of the lease term.

Depreciation charge for impaired assets is adjusted in future periods in such a manner that the revised
carrying amount of the asset is aliocated over its remaining useful life.

2.10 Goodwill and intangible assets
Recognition and measurement

Goodwill on acquisition of subsidiaries is included in intangible assets. Goodwill is not mortised but it is
tested for impairment annually or more frequently if evenis or changes in circumstances indicate that it
might be impaired and is carried at cost [ess impairment losses. Goodwill is allocated to the CGUs for the
purpose of impairment testing. The allocation is made to those CGUs or group of CGUs that are expected
to benefit from the business combination in which goodwill arose,

Other intangible assets are recognised when the asset is identifiable, is within the control of the Group, it
is probable that the future economic benefits that are attributable to the asset will flow to the Group and
cost of the asset can be reliably measured.

intangible assets acqguired by the Group that have finite useful lives are measured at cost less
accumutated amaortisation and any accumulated impairment losses.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually,
either individually or at the cash-generating unit level.

Subsequent measurement

Subsequent expenditure is capitalised only when it increases the fulure economic benefits embodied in
the specific agset to which it relates.
Amortisation

Amortisation is calculated over the cost of the asset, or other amount substituted for cost, less its residual
value. Amortisation is recognised in statement of profit and loss on a straight-line basis over the estimated
useful lives of intangible assefs from the date that they are available for use, since this most closely
reflects the expected pattern of consumption of the future economic benefits embodied in the asset.

Amortization on impaired assets is provided by adjusting the amortization charge in the remaining pericds
so as to allocate the asset’s revised carrying amount over its remaining useful life.

Research and development costs -

Research costs are expensed as incurred. Development expenditures on an individual project are
recognised as an intangible asset when the Group can demenstrate:

s The technical feasibility of completing the intangible asset so that the asset will be available for use
of sale

+  lHts intention to complete and its ability and intention to use or sell the asset
+  How the asset will generate future economic benefits
+  The availability of resources to compleie the asset

«  The ability to measure reliably the expenditure during development
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Following initial recognition of the development expenditure as an asset, the asset is carried at cost less
any accumulated amortisation and accumulated impairment losses. Amortisation of the asset begins
when development is complete and the asset is available for use. It Is amortised over the period of
expected future benefit. Amortisation expense is recognised in the statement of profit and loss.

During the pericd of development, the asset is tested for impairment annuatiy.
2.11 Borrowing costs

Borrowing cosis are interest and other costs that an entity incurs in connection with the borrowing of
funds. Borrowing cost also includes exchange differences in relation to the foreign currency berrowings
to the extent those are regarded as an adjustment to the borrowing costs.

Borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset
are capitalised in the cost of that asset. Qualifying assets are those assets which necessarily takes a
substantial period of time to get ready for its intended use or sale. All other borrowing costs are
expensed in the period in which they are incurred.

212 Revenue recognition

Group recognises revenue when it transfers control over a good or service to a customer i.e. when it has
fulfilled all 5 steps as given by Ind AS 115.

Revenue is measured at transaction price i.e. Consideration fo which an Group expects to be entitled in
exchange for transferring promised goods of services to a customer, excluding amounts collected on
behalf of third parties and after considering effect of variable consideration, significant financing
component.

For contracts with mulliple perfarmance obligations, transaction price is allocated to different ohligations
based on their standalone selling price. in such case, revenue recognition criteria are applied for each
separately to different performance obligations, in order to reflect the substance of the transaction and
revenue is recognised separately for each obligation as and when the recognilion criferia for the
component is fulfilled.

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the
goods have passed to the buyer. For contracts that permit the customer o return an item, revenue is
recognized to the extent that it is highly probable that a significant reversal in the amount of cumulative
revenue recognized will not occur, Amounts included in revenue are net of returns, trade allowances,
rebates, goods and service tax, value added taxes.

Rendering of services

Revenue is recoghized over time as the services are provided. The stage of completion for determining the
amount of revenue to recognize is assessed based on surveys of work performed.

If the services under a single arrangement are rendered in different reporting periods, then the
consideration is allocated based on their relative stand-alone selling prices. The stand-alone selling price is
determined based on the list prices at which the Group selis the services in separate transactions.

Construction Contracts

Contract revenue includes initial amount agreed in the contract plus any variations in contract work, claims
and incentive payments, to the exient that it is probable that they will result in revenue and can be
measured reliably.

Contract revenue and contract cost arising from fixed price contract are recognized in accordance with the
percentage completion method (POC). The stage of completion is measured with reference to cost
incurred to date as a percentage of total estimated cost of each contract. Until such time (25% of Project
Cost) where the cutcome of the contract cannot be ascertained reliably, the Group recognizes revenue
equal to actual cost.

Full provision is made for any loss estimated on a contract in the year in which it is first foreseen.

Where the Group is involved in providing operation and maintenance services under a single construction
contraci, then the consideration is allocated on a refative stand-alone price basis between various
obligations of a contract.

For contracts where progress billing exceeds the aggregate of contract costs incurred to-date and
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recognized profits (or recognized losses, as the case may be), the surplus is shown as the amount due to
customers,

Far contracts where the aggregate of contract costs incurred to-date and recognized profits (or recognized
losses, as the case may be) exceed progress billing, the defici{ is shown as the amount due from
customers.

Amounts received before the related work is performed are disclosed in the Balance Sheet as a Hability
towards advance received. Amounts bilted for work performed but yet to be paid by the customer are
disclosed in the Balance Sheet as trade receivables.

The amount of retentich money held by the customers is disclosed as part of other current assets and is
reclassified as trade receivables when it becomes due for payment.

213 Other income

interest is recognized on a time proportion basis determined by the amount outstanding and the rate
applicable using the effective interest rate {EIR) method. Dividend income and export benefits in the form
of Duty Draw Back claims are recognised in the statement of profit and loss on the date that the Group's
right to receive payment is established

Interest receivable on customer dues is recognised as income in the Statement of Profit and Loss on
accrual basis provided there is no uncertainty towards its realisation.

QOther items of income are accounted as and when the right to receive such income arises and it is
probable that the economic benefits will flow to the Company and the amount of income can be measured
reliably.

2.14 Foreign currencies transactions
) Transactions and balances

Transactions in foreign currency are recorded at exchange rates prevailing at the date of transactions.
Exchange differences arising on foreign exchange transactions settled during the period are recognised in
the staterment of profit and loss of the period,

Monetary assets and liabilities denominated in foreign currencies which are outstanding, as at the
reporting period are translated at the closing exchange rates and the resultant exchange differences are
recognised in the statement of profit and loss.

Nor-monetary assets and liabilities denominated in foreign currencies that are measured in terms of
historical cost are translated using the exchange rate at the date of the transaction.

i) Group companies

The results and financial position of foreign operations that have a functional currency different from the
presentation currency are translated into the presentation currency as folfows:

¢ Assets and labilities are translated at the closing rate at the date of that balance sheet

« Income and expenses are translated at average exchange rates, and

«  All resulting exchange differences are recognised in other comprehensive income,
On consolidation, exchange differences arising from the translation of any net investment in forgign
entities, are recognised in other comprehensive income. When a foreign operation is sold, the associated
exchange differences are reclassified to profit or loss, as part of the gain or loss on sale,

215 Employee benetits

Short-term employee benefits

All employee benefits payable wholly within twelve months of rendering the services are classified as short
term employee benefits. Benefits such as salaries, wages, expected cost of benus and short term

compensated absences, leave travel allowance etc. are recognized in the period in which the employee
renders the relaled service.
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Post-employment benefits
Defined contribution plans

The Group has no further payment obligations once the contributions have been paid to various social security
pians. The contributions are recognised as employee benefit expenses when they are due.

Defined Benefit Plans

The pension scheme for Kirloskar Brothers (Thailand) Limited are the Group's defined benefit plans. The
present value of the obligation under such defined benefit plans is determined based on actuarial valuation
using the Projected Unit Credit Method, which recognizes each period of service as giving rise to additional
unit of employee benefit entitlemant and measures each unit separately to build up the final obligation.

The obligation is measured at the present value of the estimated future cash flows. The discount rates used for
determining the present value of the obligation under defined benefit ptans, is based on the market yields on
government securities of a maturity period equivalent to the weighted average maturity profile of the defined
benefit obligations as at the balance sheet date, having maturity petiods approximating to the terms of related
obligations.

Re-measurements, comprising of actuarial gains and losses, the effect of the asset ceiling, excluding
amounts included in net interest on the net defined benefit liability and the return on plan assets
{excluding amounts included in net interest on the net defined benefit liability), are recognised
immediately in the balance sheet with a corresponding debit or credit to retained earnings through other
comprehensive income (QC)) in the pericd in which they occur. Re-measurements are not reclassified to
the statement of profit and loss in subsequent periods.

in case of funded plans, the fair value of the plan's assets is reduced from the gross obligation under the
defined benefit plans, to recognise the obligation on net basis,

When the benefits of the plan are changed or when & plan is curtailed, the resuiting change in benefits that
refates to past service or the gain or loss on curtailment is recognised immediately in the statement of profit
and loss. Net interest is calculated by applying the discount rate fo the net defined benefit liability or
asset. The Group recognises gains/ losses on settlement of & defined plan when the settlement occurs,

2.16 Income taxes

Income tax expense comprises current and deferred tax. It is recognised in the statement of profit and
toss except to the extent that it relates to a business combination or items recognised directly in equity or
in OCl.

Current tax

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to
the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted at the reporting date in the country where the Group operates and generates taxable income,
Current tax assets and liabilities are offset only if certain criteria are met.

Deferred tax

Deferred tax is provided using the balance sheet 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 is recognized on timing differences between the accounting income and the taxable income
for the year. The tax effect is cajculated on the accumulated timing differences at the end of the
accounting period based on prevailing enacted or subsequently enacted regulations.

Deferred tax liabilities are recognized for all iming differences. Deferred tax assets are recognized for
deductible timing differences only to the extent there is reasonable certainty that sufficient future taxable
income will be available against which such deferred {ax assets can be realized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent
that it is no lohger probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be wilised, Unrecognised deferred {ax assets are re-assessed at each reporling
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date and are recognised {o the extent that it has become probable that future taxable profits will allow
the deferred tax assei to be recovered.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset js realised or the liability is settled, based on tax rates {and tax laws) that have been
enacted or substantively enacted at the reporting date.
Deferred tax assets and liabilities are offset only if certain criteria are met.
2.17 Provisions
A Provision is recognized when the Group has a present obligation (legal or constructive) as a result of a
past event and it is probable that an outflow of resources embodying economic benefits will be required
1o settie 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 in the statement of profit and

i0ss,

Warranty provisions

Provisions for warranty is recognised when the underlying products and services are sold to the
customer based on historical warranty data and at #s best estimate using expected value method. The
initial estimate of warranty-related costs is revised annually.

Contingent liability

Contingent liability is disclosed when Group has:

v a present obligation arising frum past evenls, when il is nol probable that an outflow of rescurces
will be required to settle the obligation; or

' present obligation arising from past events, when no reliable estimate is possible; or

’ a possible obligation arising from past events where the probability of outflow of resources is not
remote.

Provisions and contingent liabilities are reviewed at each Balance Sheet date.
2.18 Leases

The determination of whether an arrangement is {or contains) a lease is based on the substance of the
arrangamant at tha inception of the lease. The arrangement is, or contains, a lease if fulfilment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a right
to use the asset or assets, even if that right is not explicitly specified in an arrangement,

» Group as a lessee

A lease is classified at the inceplion date as a tinance lease or an operating lease. A lease that transters
substantially all the risks and rewards incidental to ownership to the Group is classified as & finance
lease,

Finance leases are capitalized at the commencement of the lease at the inception date fair value of the
leased asset or, if lower, at the present value of the minimum lease payments, Lease paymenis are
apportioned between finance charges and reduction of the lease liability to achieve a constant rate of
interest on the remaining balance of the liability. Finance charges are recognised in finance costs in the
statement of profit and loss.

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonsable
certainty that the Group will obtain ownership by the end of the lease term, the asset is depreciated over
the shorter of the estimated useful life of the asset and the lease term,
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Operating lease payments are recognised as an expense in the statement of profil and loss.
« Group as lessor

Leases in which the Group does not transfer substantially all the risks and rewards of ownership of an
asset are classified as operating leases. Rental income from operating lease is recoghised on a straight-
line basis over the term of the relevant lease uniess the payments to the lessor are structured to increase
in line with expected general inflation o compensate for the lessor's expected inflationary cost increases
or another systamatic basis is available, Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased assct and recognised over the lease
term on the same hasis as rental income. Contingent rents are recagnised as revenue in the period in
which they are earned.

Leases are classified as finance leases when substantially all of the risks and rewards of ownership
transfer from the Group fo the lessee. Amounts due from lessees under finance leases are recorded as
receivables at the Group's net investment in the leases. Finance lease income is allocated fo accounting
pericds to reflect a constant periodic rate of return on the net investment outstanding in respect of the
lease.

2.19 Impairment of non-financial assels

The Group assesses at each balance sheet daie whether there is any indication that an asset or cash
generating unit {CGU) may be impaired. ¥ any such indication exists, the Group estimates the
recoverable amount of the asset. The recoverable amount is the higher of an asset’s or CGU's fair value
less costs of disposal or its value in use. Where the carrying amount of an asset or CGU exceeds iis
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 assel.

An impairment loss is recognised i the carrying amount of an asset or CGU exceeds its recoverable
amouni.

impairment Josses are recognised in the statement of profit and toss, They are allocated first to reduce the
carrying amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the
other assets in the CGU on a pro rata basis,

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is reversed
only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

2.20 Fair value measurement

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 the measurement date. The fair value measurement is based
on the presumption that the transaction to sell the asset or transfer the Hability takes place either:

« inthe principal market for the asset or liability, or
+ inthe absence of a principat market, in the mos! advantageous market for the asset or liability

‘The principal or the most advantageous market must be accessible by the Group. The fair value of an
asset or a liability is measured using the assumptions that market participants would use when pricing
the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset considers a market participant's abilily to generate
economic benefits by using the asset in lts highest and best use or by selling it to another,

The Group uses valuation lechnigues that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximizing the use of relevant observable inputs and
minimizing the use of unorservable inputs,

+ Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities
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o Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

¢ 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 recognised in the financial statements on a recurring basis, the Group
determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorisation (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 Group has determined classes of assets and liabilities based
on the nature, characteristics and riske of the asset or liability and the level of the fair value hierarchy as
explained above.

2.21  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.

Financial assets

initial recognition and measurement

All financial assets are recognised initially at fair value. Purchases or sales of financial assets that require
delivery of assets within a time frame established by reguiation or convention in the market place
{regular way trades) are recognised on the trade date, i.e., the date that the Group commits to purchase
or sell the asset.

Subsequent measurement

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

1) Debt instruments at amortised cost

2) Debt instruments at fair value through other comprehensive income {(FVTOCH)

3) Debt instruments, derivatives and equity instruments at fair value through profit or loss (FVTPL)
4} Equity instruments measured at fair value through other comprehensive income (FVTOCGI)

Derecognition

The Group derecognises a financial asset when the contractual rights 1o the cash flows from the financial
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred or in which
the Group neither transiers nor retain substantially ali of the risks and rewards of ownership and it does
not retain control of the financial asset.

Impairment of {inancial asset

Group applies expected credit loss (ECL) model for measurement and recognition of impairment toss on

the following financial assets and credit risk exposure:

a. Financial assets that are debt instruments, and are measured at amortised cost e.g., loans, debt

securities, deposits, trade receivables and bank balance

Financial assets that are debt instruments and are measured as at FVTOCI

Lease receivables

d. Trade receivables or any contractual right to receive cash or another financial asset that result from
transactions that are within the scope of Ind AS 11 and Ind AS 18

e. Loan commilments which are not measured as at FVTPL

f.  Financial guaraniee contracts which are not measured as at FVTPL

ov

The Group follows ‘simpiified approach’ for recognition of impairment loss aliowance on:

a. Trade receivables or contract revenue receivables; and
b, All lease receivables resulting from fransactions within the scope of ind AS 17

The application of simplified approach does not require the group to track changes in credit risk. Rather, it
recognises impairment loss allowance based on lifetime ECLs at each reporting date, right from its initial
recognition. For recognition of impairment loss on other financial assets and risk exposure, the group

I I
EUNE
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determines that whether ihere has been a significant increase in the credit risk since initial recognition. If credit
risk has not increased significantly, 12-menth ECL is used to provide for impairment Joss, However, if credit risk
has increased significantly, lifetime ECL is used.

Financial liabilities

Initial recognition and measurement

The Group initially recognises loans and advances, deposits, debt securities issued and subordinated
ltabilities on the date on which they are originated. All other financial instruments (including regular-way
purchases and sales of financial assets} are recognised on the irade date, which is the date on which the
Group becomes a party to the contractual provisions of the instrument.

A financial asset or financial liability is measured initially at fair value plus, for an ftem not at fair value
through profit or loss, transaction costs that are directly attributable to its acquisition or issue,

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those contracts that require a payment to be
made to reimburse the holder for a loss it incurs because the specified debtor fails to make a payment
when due in accordance with the terms of a debt instrument. Financial guarantee contracts are
recognised initially as a liability at fair value, adjusted for transaction costs that are directly attributable to
the issuance of the guarantee. Subsequently, the liability is measured at the higher of the amount of loss
allowance determined and the amount recognised less cumulative amortization,

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancetlied 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 criginal liability and the recognition of a new fiabitity.
The difference in the respective carrying amounts is recognised in the statement of profit or loss,

Offsetting of financial instruments

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

Derivative financial instruments

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as forward currency contracts to hedge its foreign
currency risks. Such derivative financial instruments are initially recognised at fair value on the date on
which a derivative contract is entered into and are subsequently re-measured 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.

2.22 FEarnings per share (EPS)

Basic EPS is calculated by dividing the profit for the year attributable to equity holders of the Group by the
weighted average number of equity shares outstanding during the financial year, adjusted for bonus
elements in equity shares issued during the year and excluding treasury shares.

Diluted EPS adjust the figures used in the determination of basic EPS to consider

¢« The after-income fax effect of interest and other financing costs associated with dilutive poiential
equity shares, and

v The weighted average number of additional equity shares that would have been outstanding assuming
the conversion of all dilutive potential equity shares (if any).

2,23 Segment reporting

Operating segments are reporting in a manner consistent with the internal reporting to the chief operating
decision maker (CODM}.

The board of directors of the group assesses the financial performance and position of the group and makes




Kirloskar Brothers International B.V.
Notes 1o accounts
Significant accounting policies

stralegic decisions. The Board of Directors, which are identified as a CODM, consists of chief executive officer,
chief financial officer and all other execuitive directors.
Group operates in single reporting segmeant of 'Fluid Machinery and Systems’

2.24 Recent accounting pronouncement

Standards issued but not yet effective

ind AS 116 was notified by Ministry of Corporate Affairs in March 2019 and Ind AS 116 will come in force from
financial year beginning from 1 Aprit 2018, It wilf result in aimost all leases being recognised on the balance
sheet by lessees, as the distinction between operating and finance leases is removed.

Under the new standard, an asset (the right to use the leased item) and a financial liability to pay rentals are
recognised. The only exceptions are short-term and low-value leases.

The Gompany is currently evaluating the requirements of Ind AS 116 and its impact on the financial statements.
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Kirloskar Brothers Internationat B.V.
Consolidated notes to accounts
{Amounts in Eure)

Note 4 : Capital work-in-progress

Particulars 31 March 2019} 31 December

2017
Capital work-in-progress 7,621 12,0514
7,621 12,051

Capitaf work-in-progress represeni construction works of the SPP Mena’s fire system in Egypt.

Mote 5 : Financial Assets : Invesiments

Sr |Particulars Face Value Partly Paid / Extent of holding (%) Amount in Euros
No Fully paid 31 March 2019] 31 December |31 March 2019 31 December
2017 2017

Non-current investments

| Jinvestment in equity shares (unquoted)

a {Investment in Joint venture

1 |SPP Neziv Pump Solution Proprietary Rand 100 Fully Paid 49%,: - 6,392 3

Limiled *

* Ignored for consolidation on equity method as is immaterial.




Kirioskar Brothers International B.V.
Consolidated notes to accounts
{Amounts in Euro)

Note 6 : Financial Assets: Trade receivabiles

Particulars

31 March 2019

31 December 2017

Current

Unsecured, considered good
Doubtful

Less: Provision for doubtiul receivables

Total trade receivables

31,150,891 28,084,227
892,198 734,741
32,043,089 28,818,968
892,198 734,741
31,150,891 28,084,227

Note 7 : Financial Assets: Loans

Particulars

31 March 2019

31 December 2017

Non-current

(a) Security deposits
Unsecured, considered good
Doubiful

Less: Provision for doubtful deposits

(b)  Advances {o joint venture company

Current

(a) Security deposits
Unsecured, considered good
Doubtful

Less: Provision for doubtiul deposits

Total loans

170,299 136,329

170,2!59 1 36,32-9

170,25;9 136,32-9
11,378

181,677 136,359
43,156 49,051
43,1 5.5 49,051
43,1§5 49,051

224,833 185,380

Note 8 : Financial Assets: Others

Particulars

31 March 2019

31 December 2017

Current
(a) Forward contract asset

{b) Miscellaneous claims

Total other financial asset

. 624,417
47,818 22,604
47,818 647,021




Note 9 : Other non-financial assets

Particulars

31 March 2019

31 December 2017

Non-current
(8) Prepaid expenses

(b) Advance income tax

Current

(&) Advances 1o supplier and others
Unsecured, considered good

{b} Prepaid expenses

(c) Gross amount due from customer(Refer note 30)
(dy Retentions
(e} Statutory claims receivable

Total other assets

170,289 411,333
1,879
172,178 411,333
966,849 1,328,455
1,481,553 1,860,707
(0) 4,130,702
7,600,938 2,930,655
2,216,842 2,545,366
12,266,182 12,895,885
12,438,360 13,307,218

Note 10 : Inventories

Particulars

31 March 2019

31 December 2017

{a} Raw Materials *
(b}  Work-in-progress
{c)  Finished goods
{d}  Stock-in-trade

(Mode of valuation refer note 2.5 )

12,845,727 13,186,839
11,630,300 5,686,179
512,619 1,674,799
3,013,601 1,783,477
28,002,247 20,331,564

* Include goods in transit -Euro 1,947,978 (Euro 346,498)
Refer note 14 for details of inventory pledged as security

Note 11 a : Cash and cash equivalents

Particulars

31 March 2019

31 December 2017

(a} Balances with bank

{b}  Cash on hand

3,073,767 2,218,521
15,514 4,294
3,089,281 2,223,815

Note 11 b : Cther bank balances

Particuiars

31 March 2019

31 December 2017

(a}  Margin money with the bank
(against the bank guaraniees issued- not free for
disposal)

111,446

111,446

111,446

111,446




Kirloskar Brothers International BV,
Consolidated notes to accounts
{Amounts in Euro)

Note 12: Equity share capitai

Particulars 31 March 2019 31 December
2017
Issued & subscribed
Issued Share Capital
198,076 (61724) equity shares of EUR 19,807,600 6,172,400
100 each (EUR 100 each)”
Fuily Paid up Share Capital
198,076 (81724) equity shares of EUR 19,807,600 5,972,400
100 each {EUR 100 each)*
Partly Paid up Share Capital
Nil (2000} equity shares of EUR 100 - 160,000
each (EUR 100 each), EUR 80 each
(EUR 80 each) paid
19,807,600 6,132,400

a) Terms/rights attached to equity shares

The company has only one class of equity shares, having par value of EUR 100 per share. Each hoider of equity share is
entitied to one vote per share and has a right 1o receive dividend as recommended by the board of directors subject to
the necessary approval from the shareholders. In the event of liquidation of the company, the holders of equity shares will
be entitted to receive remaining assets of the company after distribution of all preferential amounts. The distribution will
be in proportion to the number of equity shares held by the shareholders.

b} Reconciliation of share capital

31 March 2019 31 December 2017

Number Amount Number Amount
Shares outstanding at the beginning of 61,324 6,132,400 61,324 6,132,400
the year
Shares Issued during the year 31,000 3,100,000 B -
Shares Issued during the year for share 105,752 10,575,200
premium
Shares outsianding at the end of the year 198,076 19,807,600 61,324 6,132,400

¢) Detaiis of shareholder holding more than 5% shares

31 March 2019
No. of Shares % of Holding

198,076 100

31 December 2017
Ne. of Shares % of Holding

61324 100

Kiroskar Brothers Limited

* During the preceding five years no shares were bought back or allocated as fully paid up pursuant to contract without
payment being received in cash or as bonus shares.




Kirtoskar Brothers international B.V.
Consolidated notes to accounts
{Amounts in Euro)

Note 13: Other equity

Particulars 31 March 2019 31 December 2017
(a) Capital redemption reserve 59,859 58,859
(b) Securities premium reserve
Opening balance 10,575,247 6,075,247
Add: Securities premium crediled on shares issue 4,500,000
Less: Utilised for issue of shares during the year {10,575,200)
a7 10,675,247
{c) Foreign currency translation reserve (FCTR)
Opening balance (21,770} 1,622,403
Add: Currenl year transfer 515,221 {1,044,173)
493,451 {21,770)
{d}) Retained Earnings
Opening balance 5,504,865 10,742,696
Add: Total comprehensive income for the year (Excluding FCTR) {12,282,645) (4,837,827}
Less: Impact of transition to Ind AS 115 (310,612)
Closing balance (6,688,388) 5,804,869
{6,135,031) 16,518,205
Note 14 :; Financial Liabilities: Borrowings
Particulars 31 March 2018 31 December 2017
Non-current
Secured
(8) Term loan from Standard bank of South Africa Limited - 20,123
{Terms of loan : Loan is issued againsi security of vehicles @
0.25% to 1% below prime interest rate for pericd of 310 &
years )
() Term loan from ABSA bank 710,139 880,587
{Terms of loan : Loan is issued against security of building @
(9% p.a. and is repayable over 10 years)
{c} Term loan from ICIC] bank 1,087,760 1,622,616
(Terms of loan : Loan is issued against corporate guaraniee
issued by holding company, Kiroskar Brothers Limited. it
carries interest rate as Euribor + 2.5% and repayable over 66
maonths from August 2015, )
{d) Term loan from other banks 3,078,887 3,018,826
{Terms of {foan : Loan is issued agains! security of Land,
building, equipments @ 2.698% to 4.650%. The loan is
repayable in equated installments spread over the period tif}
June 2023}
{e} Finance lease obligaticns 156,544 312,842
(Terms of loan: Loan is secured against the assets purchased
under lease cbligation. fnstallments are repayable till
December 2020 and carries market rate of interest)
5,033,330 5,855,004
Less- Current maturities of non cutrent borrowings disciosed 398,401 311,778
under the head ‘Other Current financial Liabilities (refer note
16}
Totat non-current borrowings 4,634,929 5,543,316




(i)

{iif)

@

Current

Secured

l.oans repayable on demand from bank

Cash / export credit facilities and bank overdrafis

Terms of loan: Group has short term facilities carrying variable
interest rae (2% to 6% p.a. based on prime lending rales)
from various banks. Loans are secured primarily against the
trade receivables/ inventory.

Working capital demand loans

Terms of foan: Group has working capital demand loans from
CITI ICIGH and ABSA bank carrying interest @ 2% to 4.65%
per annum. Loans are secured primarily against the trade
receivables/ inveniory and corporate guaraniee issued by
Holding company, Kirloskar Brothers india.

Finance lease cbligations

(Terms of loan: Loan is secured against the motor vehicles
purchased under lease obligation and carries market rate of
interest)

Total secured joan - Current

Unsecured

Short term loans and advances from banks

(Terms of loan: Subsidiary company Kirloskar Brothers
Thailand has unsecured repayable on demand loan carrying

interest rate belween 2.77% to 3.55%)

Total unsecured loan ~ Current

Total current borrowings

Total borrowings

9,472,583 6,487,253
8,225,412 5,105,048
1,870
17,699,965 11,562,301
3,920,052 4,371,054
3,529,052 45717054
21,629,017 15,063,355
26,263,946 21,506,671

Note 15 : Financial Liabilities: Trade payables

Particulars 31 March 2018 31 December 2017
Current
Total outstanding dues of crediters other than micro 37,305,528 28,960,251
enterprises & small enterprises
Total trade payable 37,305,528 29,860,251

Terms and conditions of the above financial liabilities:
Trade payables are non-interest bearing and are normally seltled on 60 o 80 days ferms

1)




Note 16: Other financial Hiabilities

Particulars 31 March 2018 31 December 2017
Nan-current
{8) Financial guaraniee contfracts and other fiabilities 424,923 511,359
424,923 511,359
Current
(a) Current maturities of long term loan 398,401 311,778
(refer note 14)
(b) Others
Salary & Reimbursements 1,692,843 1,564,980
Provision for expenses 2,996,012 3,343,614
Financial guaraniee contracts 543,117 332,770
Forward contract liabifities 332,922
5,564,894 5,241,364
5,963,295 5,553,142
Total other financial Habilities 6,388,218 5,064,501

Terms and conditions of the above financial liabilities:
1) Other payables are non-interest bearing and have an average term of six months.
2} For explanations on the Group's credii risk management processes, {refer note 36)

Note 17: Provisions

Particuiars 31 March 2018 31 December 2017

Nen-current

Provision for employee benetits

Pension scheme {refer note 34) 93,894 87,578

93,894 87,578

Current

Other provision (refer note 33)

Provision for product warranty 851,470 722,238

Proviston for loss on long term contracts 976,158 655,815
1,027,628 1,378,153

Total provisions 2,021,522 1,465,731

Note 18: Other current liabilities

Particulars 31 March 2018 31 December 2017
Current
Gross amount due 1o customer .
(&) Advance from cusiomer 4,756,175 3,407,655
{b) Contribution towards social security plans 607,894 135,120
{c} Statutory dues 283,862 104,574
5,647,931 3,647,349

Total other non-financiat liabilities 5,647,931 3,647,349




Kirloskar Brothers international B.V.
Consolidated notes to accounis
{Amounts in Euro}

Note 19 : Income tax

{1
(a}

{b}

(<)

The major components of income tax expense for the period ended 31 March 2019 and 31 December 2017

are:
Profit or loss

Particulars

31 March 2019

3% December 2017

Current income tax:

Current income tax charge

Adjustments in respect of current income tax of previous year
Deferred tax:

Relating to origination and reversal of temporary differences
income tax expense reported in the statement of profit or
foss

211,364 313,526
. (1,362)
{182,297) (861,755)
29,067 (548,581)

Balance sheet

Deferred tax

Reflected in balance sheet as

31 March 2019

31 December 2017

Deferred tax asset
Deferred tax liability

Net Deferred tax asset

2,013,607

1,756,684

2,013,607

1,756,684

Current tax

Reflected in balance sheet as

31 March 2018

31 December 2017

Current tax Asset/(liability)

(177,852)

353,176

(177,852}

353,176




Kirloskar Brothers international B.V.
Consolidated notes to accounts
{Amounts in Euro)

Note 20: Revenue from Operations

Particulars

Fitteen months ended
31 March 2019

Year ended
31 December 2017

(ay Sale of products

{Inciuding project revenue (Refer note 30 for conslruction contract

revenue}

(b} Sale of services

(c) Other operating revenues

148,965,180 119,770,801
155,655 1,246,861
149,120,835 112,017,662
150,962 621,057
149,271,797 112,638,718

Note 21: Other income

Particulars

Fifteen months ended
31 March 2019

Year ended
31 Degember 2017

(a) Interestincome on financial assets at amortised cost

From customers and others {at effective rate of interest) 18,877 4,167
(b} Foreign exchange gain (net) - 2,081,980
(c) Other non-pperaling income 559,045 110,101
577,822 2,186,248
Note 22: Cost of materials consumed , Changes in inventories of finished goods, Stock-in ~Trade and work-in-
progress
Particulars Fifteen months ended Year ended

31 March 2019

31 December 2017

(a) Raw materials including packaging materials consumed 91,204,143 57,385,844
(b} Changes in inventories of finished goods, work-in-progress
and stock-in-trade
QOpening Stock
Finished goods 1,674,798 645,607
Waork-in- progress 5,686,179 7,258,190
Stock in trade 1,783,477 1,714,581
8,144,455 9,618,378
Closing Stock
Finished goods 512,619 1,674,798
Work-in- progress 11,630,300 5,686,178
Stock in trade 3,013,601 1,783,477
15,156,520 9,144,455
{6,012,065) 473,923
Note 23: Employee benetits expense
Particulars Fifteen months ended Year ended

31 March 2018

31 December 2017

{a) Salaries, wages and bonus
{b) Defined contribution plans/ social security expenses
{c) Defined benefit plans (Refer nole 34)

{d) Welfare expenses

35,548,438 27,950,562
2,550,349 2,198,522
46,013 80,0694
538,725 514,542
38,678,525 30,723,700




Note 24: Finance costs

Particulars Fitteen months ended Year ended
31 March 2019 31 December 2017
{a) Interest expense 1,626,361 1,115,038
(c} Other borrowing costs 749,949 676,082
(includes bank guaraniee commission, LC charges, loan
processing charges)
2,376,310 1,781,120
Note 25: Depreciation and amortization expense
Particulars Fifteen months ended Year ended
31 March 2018 31 Decemnber 2017
(a) Depreciation on property, plant and equipmeant 2,065,053 1,787,248
(b} Amortization of intangible assels 373,641 400,107
2,438,694 2,187,355
Note 26: Other expenses
Particulars Fifteen months ended Year ended
31 March 2019 31 December 2017
Stores and spares consumed 2,035,572 1,482,695
Processing charges 1,178,952 813,283
Power & fuel 1,218,724 908,367
Repairs and maintenance
Plant and machinery 340,911 278,210
Buildings 387,630 28,185
Other 326,465 339,863
Rent 1,816,838 1,689,501
Rates and laxes 581,151 424,328
Travel and conveyance 3,510,143 2,966,511
Communicalion expenses 643,279 571,508
Insurance 1,807,042 1,061,610
Royaities and fees 149,691 85,784
Freight and forwarding charges 4,018,319 2,428,141
Brokerage and commission 2,984,652 1,780,231
Adverlisements and publicity 987,033 958,700
Provision for product warranty 355,451 256,925
Loss on sale/disposal of fixed asseis 21,597 -
Provision for doubtful debis 134,485 163,184
Bad debts written off 111,940 112,410
Auditor's remuneration (refer note 31) 508,839 408,378
Prefessional, consultancy and legal expenses 1,760,541 1,954,325
Security services 54,410 48,761
Cemputer services 1,295,885 626,105
Staticnery & Printing 246,225 321,942
Training course expenses 180,087 137,071
Quiside labour charges 1,311,129 794,983
Foreign exchange loss (net) 1,054,554 -
Cther miscellanecus expenses 3,721,122 2,251,026
32,753,767 22,897,020
Note 27: Other Comprehensive Income
Particulars Fifteen months ended Year ended

31 March 2018

31 December 2017

Items that will he reclassified to profit or loss

Foreign currengy translation reserve

Foreign exchange loss for subsidiary company

515,221

(1,044,173)

515,221

(1,044,173}




Kirloskar Brothers International B.V.
Consolidated notes to accounts
{Amounts in Euro)

Note 28: Contingent labilities

Particulars

31 March 2019

31 December 2017

Other money tor which the company is
contingently liable for

Value Added Tax / Sales Tax / Withholding
tax / Salary tax (Malter Subjudice)

24,513

24,970

24,513

24,870

Note 29: Commitmenis

Particulars

31 March 2019

31 December 2017

Letter of credit cutsiandings 775,265 331,473

Lease and rent commitment due in-

Less than 1 year 946,424 857,972

1to 5 years 1,440,582 1,530,433

Mare than 5 years - 2,206
2,387,006 2,180,611
3,162,271 2,522,084

Note 30: Construction coniracis
Particulars Fifteen months Year ended

ended
31 March 2019

31 December 2017

a) Contract Revenue recognised as revenue
for the year
b) Advances received

¢} Gross amount due from customer
Coniract costs incurred
Recognised Profiis less recognised Losses

Less: Progress Billing

8,308,302

476,484
6,463,542
1,844,760

(4,177,600)

4,130,702




Note 31: Remuneration to auditors

Particulars Fifteen months Year ended
ended
31 March 2019 31 December 2017

a) Audit Fees 465,556 371,315
b) Tax Audit Fees 7,787 11,410
c) Other services 730 20,190
d) Other services 30,530
e) Expenses reimbursed 4,266 5464

Total audit fees 608,839 408,379
Note 32: Earnings per share (Basic and diluted)

Particulars Fifteen months Year ended

ended
31 March 2018

31 December 2017

a)

by Weighted average number of equity shares

o)

Profit for the year before tax
Less : Aftributable Tax thereto
Profit after Tax

used as denominator

Basic and diluted earning per share of
nominal value of Euro 100- each

{12,260,208) (5,387,418)
29,067 (549,591)
(12,289,275) (4,837,827)
198,076 61,324
(62.04) (78.89)

Note 33: Movement in provision

Particulars Provision for Provision for iong Total
product warranty term contracts
Carrying amount as at 1,164,483 - 1,164,483
1 January 2017
Provision during the year 2017 256,925 655,916 912,841
Amount utilized during the year 2017 (651,526} - (651,526)
Foreign exchange difference (47,645} - {47 ,645)
Carrying amount as at 722,237 655,916 1,378,153
31 December 2017
Provision during the year 2018 503,833 381,326 885,158
Amount utilized during the year 2018 (259,106) (61,084) (320,190)
Amount reversed during the year 2018 (40,787) (40,787)
Foreign exchange difference 25,293 25,293
Carrying amount as at 951,470 976,158 1,927,628

31 March 2019




Kirtoskar Brothers international 8.V,
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Note 34: Employee benefits
i. Defined Contribution Plans:

Amount of Euro 25,50,349 & (Eure 21,98,522) is recognised as an expense and included in Employees benefils
expense (Note-23 in the Profit and Loss Statement.)

ii. Pefined Benefit Plans:

Subsidiary company, Kirloskar Brothers (Thailland} Limited operates Legal Severance Pay Plan as provided in
accordance with the Labor Protection Act in Thailand. Details of the plan are as-

The scheme is applicable to all employees immediately upon hire. Company has obligations to pay the legel
severrance pay lowards its employees when they reach a retirement age. it is determined based on the
employee's age, length of employment services and salary increase rate, among elc as -

Years of service

Amount of LSP

z 120 days but <1 year
1 yeario <3 years

3 years to <6 years

6 ygars to <10 years
10 years or more

1 month of plan salary

3 months of plan salary
6 months of plan salary
8 months of plan salary
10 months of plan satary

a) The amounts recognised in Balance Sheet are as follows:

Particulars

Unfunded pension
plan
31 March 2018

Unfunded pension
plan
31 December 2017

Present Value of Defined Benetit Cbligation

93,694

87,578

93,894

87,578

b) The amounts recognised in the statement of profit and Loss are as follows:

Particutars

Unfunded pension
plan

Unfunded pension
pian

31 March 2019

31 Becember 2017

Current Service Cost
Nel Interest (income)/expenses

48,581 58,425
3,487 1,663
52,068 60,086

closing balances thereof are as follows

¢} The changes in the present value of defined benefit obligation representing reconciliation of opening and

Particulars

Unfunded pension
plan

Unfunded pension
plan

31 Mareh 2019

31 December 2017

Balance of the present value of Defined
benefit Obligation at the beginning period

Interest expenses

Current Service Cost

Present value of obligation as al the end of
the period

Benefits paid

Forex difference

87,578 29,818
3,487 1,663
48,581 58,425
(54,482)
8,730 (668)
93,894 87,578




d) Principal actuarial assumptions at the balance sheet date (expressed as weighted averages)

Discount rate as al 31-12-2018 ; 2.6625%
Salary growth rate : 4.0%
Attrition rate: 15%-30%

e) Sensitivily analysis
Sensitivity analysis indicates the influence of a reasonable change in certain significant assumplions on the

outcome of the Present value of obligaion(PVQO}. Sensitivity analysis is done by varying (increasing/ decresing)
one parameter at a time and studying its impact

Change in assumption As at 31 March 2019 }As at 31 December
2017

Discount rate

Increase by 1% to (12,227) (77.721)
Decrease by 1% o 13,804 (86,251)
Salary increase rate -

Increase by 1% to 14,810 (96,223)
Decrease by 1% o (13,372) (77,954}

Withdrawat rate -
Increase by 1% to (12,534) (77,383)
Decrease by 1% to 16,018 {95,659}
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Note 35:; Fair Value Measurements

As per assessmenis made by the management fair values of ali financial instrumenis carred at amoriised costs (excep! as
specified below) are not materially different from their carrying amounts since they are either short term nature or the
interest rales applicable are equat to the current market rate of interest.

Sr.No Particulars Carrying value
31 March 2019 31 December 2017

Levelled at Level 2
Financial asset

a) {Carried at fair value through Profit and loss
(FVTPL)
Forward contract asset - 624,417

b) (Carried at amortised cost

Trade receivable 31,156,891 28,084,227
Security deposits 224,833 185,380
Other financial assets 47,818 22,604
Cash and cash equivalent 3,089,261 2,223,815
QOther bank balances 111,446 111,448
Advances to joint venture 11,378

34,635,647 31,251,888

Levelled at Level 2
Financial Liabilities

a) [Carried at fair value through Profit and loss
(FVTPL)
Forward conlract liability 332,822 -

b) ]Carried at amortised cost

Borrowings 26,263,946 21,508,671
Current borrowings at fixed rate of interest 398,401 311,778
Trade payable 37,305,528 28,960,251
Other current financial liabilities 4,688,854 4,908,594
Financial guarantee contracts 868,040 844,129

69,957,691 57,531,423
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Note 36: Financlal risk management policy and objectives
Group's principal financial fiabilities, comprise foans and borrowings, trade and other payables, The main purpose of these financial liabilities is o
finance group’s operalions, Group's principal financial assels include trade and other receivables, security deposits and cash and cash equivalents,

that derive directly from its operations.

in ordar fo minimise any adverse effects on the firancial performance of the greup, it has faken varicus measures. This nole explains the source of rsk
which the entily is exposed o and how the entily manages the risk and impact of the same in the financial stalements.

Risk Exposure arising from Measurement Management
Credit Cash and cash equivalenis, trade Aging analysis, Exiernal Diversification of bank deposits, credit
receivables, financial assets measured at  [credit rating (wherever limits and letters of credit
amorlised cost. avallable)
Liquidity risk Borrowings and olher liabilities Rolling cash flow forecasts |Avallability of committed credit lines and

borrowing facilities and guarantees given
by ullimate holding company,” Kirloskar
Brothers Limited, india’

Market risk- Foreign Currency  |Recognised financial assets and liabilities  |Sensitivity Analysis Management foliows establishad risk
Risk not denominated in fuctional currency of management policies, including use of
respective subsidiary derivatives like foreign exchange forward
contracts, where the economic conditions
match the group's policy.
Market risk- Interest rate risk Long-term borrowings at variable rates Sensitivity Analysis Balanced loan portfolio of fixed and

variable rate of interest loan

The group's risk management is carried out by management, under poticies approved by the board of directors. Group's treasury identifies, evaluates
and hedges financial risks in close co-operation with the group's operating units, The board provides written principles for overali risk management, as
well as policies covering specific areas, such as foreign exchange risk, credit risk, and investment of excess liquidily,

(A) Credit Risk

Credil risk in case of the Group arises from cash and cash equivalents, deposits with banks and financial instilutions, as well as credit exposures to
custemers including outstanding receivables.

Credil risk management

Credit risk arises {rom the possibility that counter party may not be able {0 settle their obligations as agreed. To manage this, the group periodically
assesses the reliability of cusiomers, taking into account the financial condilion, current economic frends, and analysis of histerical bad debls and
ageing of accounts receivable. individual risk limits are set accordingly.

The group considers the probability of default upon initiat recognition of asset and whether there has been a significant increase in credit risk on an
ongoing basis throughout each reporting period. To assess whether there is a significant increase in credit risk the group compares the risk of a default
oceurring on the asset as at the reporting date with the risk of defauit as at the date of initial recognition. It considers reasonable and supportive forward
looking information such as:

(i} Actual or expecied significant adverse changes in business,

(i} Actual or expected significant changes in the operating results of the counterparty,

(iil) Financial or econoric conditions that are expected to cause a significant change 1o counterpany's ability {o meet ils cbligations,

{iv) Significant increases in credil risk on other financial instruments of the same courterparty,

{v} Significant changes in the value of collateral supporting the obligation or in the quality of third-parly guarantees or credit enhancements.

The group provides for expected credil loss in case of trade receivables and securily deposits when there is no reasonable expectalion of recovery,
such as a debtor declaring bankruptey or falling to engage in a repayment plan with the group. The group calegorises a receivable for provision for
doubtiul debisiwrite off when a debter {zils to make confraclual paymenis on case 10 case basis. Where loans or receivables have been written off, the
group continues 1o engage in enforcement activity to attempt to recover the receivable due. Where recoveries are made, these are recognised in profit
or less,




Provision for expected credit loss

Financial assets for which loss allowance is measured using Lifetime Expected Credit Losses (ECL)

Exposure to Risk 31 March 2019 31 December 2017
Security Deposits 224,833 185,380
Less : Expected Loss - -

224,833 185,380
Cither financial asset 47,818 22,604
Less : Expected Loss - -

47,818 22,604
Trade receivbale
31 March 2019 31 December 2017
Trade Receivables
Neither past due nor impaired 9,653,010 8,625,103
Pasl due bul not impaired
Less than 180 days 18,808,168 15,840,462
181 - 365 days 1,860,228 3,618,662
More than 365 days 728,485
Total 31,150,891 28,084,227
Reconcilization of loss provision
Trade receivables

Loss aliowance as at 1 January 571,557
2017
Changes in loss allowance 163,184
Loss aliowance as al 31 734,741
December 2017
Changes in loss allowance 157,457
Loss allowance as at 31 March 892,198
2019

(B) Liquidity risk

Prudent fiquidity risk management implies maintaining sufficient cash and the availability of funding through an adequate amount of commitied credit
facilities to meet obligations when due and to close out market positions. Due to the dynamic nature of the underlying businesses, group mairtains
flexibility in funding by maintaining availability under commitied credit fines,

Management monitors rolling forecasts of the group's liquidity position {comprising the undrawn borrowing faciliies befow) and cash and cash
equivalents on the basis of expected cash flows. This is carried out in accordance with practice and limits set by the group. In addition, the group's
liquidity management policy involves projecting cash flows and considering the Jevel of liquid assets necessary to meet these, menitoring balance sheet
liquidity ratios against internal and external regulatory requirements and maintaining debt financing pians.

Exposure {o Risk 31 March 2019 31 December 2017
interest bearing borrowings

On demand 21,628,017 15,863,365
less than 365 days 398,401 311,778
More than 365 days 4,634,929 5,643,316
Total 26,662,347 21,818,449

Other financial liabililies

On demand

Less than 365 days 5,564,884 5,241,364
More 1han 365 days 424,923 511,359
Total 5,989,817 5,752,723
Trade payables

On demand

Less than 365 days 37,305,528 29,960,251
More than 365 days

Total 37,305,528 29,960,251
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Note 36; Financial risk management pollcy and objectives (continued)

(C) Foreign Currency Risk

The group is exposed to foreign exchange risk mainly through its sales 1o overseas customers and purchases from
overseas suppliers in various foreign currencies.

The group evaluales exchange rate exposure arising from foreign currency lransactions and the group follows
established risk management policies, including use of derivalives like foreign exchange forward contracts to hedge
exposure o foreign currency risk, where the economic conditions match the company's policy.

Foreign ¢urrency exposure :

Financial Assets Currency Amount in Foreign Currency Amount in Euro
31 March 2019 31 December 31 March 2019 | 31 December 2017
2047

Trade Receivables GBP 7,351 13,193 8,218 14,812
UsE 15,662,935 18,628,768 13,679,419 15,617,764
SGD 598,234 68,401 394,834 43,777
CZK - 41,303 1,652
AED 292,868 1,689,489 67,688 405,477

Bank Accounls GBP 5851 177,732 616 185,505
UsD 1,507,530 3,586,136 1,316,620 2,986,418
Gy - 10,032 - 1,304
SGD 60,885 26,054 40,184 16,675
VND 24,651,624 50,089,503 o937 1,954
ALD 7,546 1,811 -

Amount Due from SGD 621 1,505 - 863

Employees

Financial Liabilities Currency Amcunt in Foreign Currency Amount in Euro
31 March 2019 31 Decernber 31 March 2019 | 31 December 2017
2017

Trade Payables GBP 352,480 - 335,428
[EE1) 1,140,195 7,137,442 995,803 5,945,489
SGD 8,362 - 5,352
CZK 331,000 13,240
AED 80,860 610,742 19,406 146,578

Currency wise net exposure { assels - liabilities )

Particulars Amount in Foreign Currency Amount in Euro
31 March 2019 31 December 31 March 2019 | 31 December 2017
2017
GBP 7,802 (168,555} 8,834 (185,411)
Uusp 16,030,270 15,076,462 14,000,236 12,558,693
CNY - 10,032 - 1,304
SGD 659,740 87,598 435,019 56,063
VND 24,651,624 50,089,903 937 1,054
CZK - (285,697) - (11,568)
AED 209,554 1,078,747 50,293 258,898
Sensitivity Analysis
Currency Amount in Euro Sensitivity %
31 December

31 March 20189 2017
GBP 8,834 (185,411) 1.65%,
usp 14,000,236 12,558,693 3.99%
CNY - 1,304 2.38%
SGD 435,013 56,063 1.78%
VND a37 1,954 2.35%
CZK - {11,588) 0.04%
AED 50,293 258,899 4.06%
Total 14,495,318 12,679,914

Currency Impact on profit (strengthen) Impact on profit {weakening)
31 March 2019 31 December 31 March 2019 | 37 December 2017
2017

GBP {146) 3,059 146 {3,068)
usD (558,609) {501.092) 558,609 501,092
CNY - (31) - 31
SGD (7,743) (898) 7,743 998
WND (22) (46) 22 46
CZK - 5 . 5
AED {2,042) {10,511) 2,042 10,511
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Note 37 : Capital management
a) Risk Management

The group's objectives when managing capital are to

-safeguard it's ability to continue as a going concern, so that it can continue to provide returns for shareholders
and benefits for other stakeholders, and

'“Maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital struciure, the group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or sefl assets to reduce debt.

In case of financial difficulties, the uitimate holding company, provides financial support through infusion of
additional equity and issuing corporate guarantees 1o banks for facilitating additional borrowing facilities.

Consistent with others in the industry, the group monitors capital on the basis of the following gearing ratio: Net
debt (total borrowings net of cash and cash equivalents) divided by Total ‘equity’ (as shown in the balance
sheet).

The gearing ratios were as follows:

31 December 2019 31 December 2017

l.oans and borrowings 26,662,348 21,818,449
Less: Cash and cash equivalents 3,200,727 2,335,261
and other bank balances

Net debt 23,461,621 19,483,188
Equity 13,672,569 22 650,605
Capital and net debt 37,134,180 42,133,793
Gearing ratio 63 46

Note 38 : impact of transition to Ind AS 115

ind AS 115 establishes a comprehensive framework for determining whether, how much and
when revenue is recognised. It replaced Ind AS 18 Revenue, Ind AS 11 Construction Contracts
and related interpretations. Under Ind AS 115, revenue is recognised when a customer obtains
control of the goods or services. Determining the timing of the transfer of control — at a point in
time or over time - requires judgement.

The company has adopted ind AS 115 using the cumulative effect method (without practical
expedients), with the effect of initially applying this standard recognised at the date of initial
application (L.e. 1 April 2018). Accordingly, the information presented for 2017-18 has not been
restated — Le. it is presented, as previously reported, under Ind AS 18, Ind AS 11 and related
interpretations.

Additionally, the disclosure requirements in Ind AS 115 have not generally been applied to
comparative information.

The following table summarises the impact, net of tax, of transition to Ind AS 115 on retained
earnings at 1 January 2018

Retained earnings Amt

Adjustment for variable consideration {including liguidated 310,612
damages/ extended warranty )

310,612




Note 38 ; Others

a) Curreni period's figure include impact of 15 months ended 31 March 2019 and hence same are not
comparable with yearly figures of 2018. The change reporting period is made, in order to have common
reporting period as that of holding company, Kirloskar Brothers Limited.

by During the fifieen months ended 31 March 2018, Kirloskar Brothers Limited has invested additional
amount of Eure 31,00,000 by way of additional share capital.

¢} During the year KBl BV has made further participation by share capital/ share premium contributions in
its subsidiary companies namely

SPP Pumps Limited - Eure 1,194,730
SPP International Propritary Limited - Euro 200,000

d) During the current year KBI BV has converted share premium of Euro 10,57%,200 into additional shares
of Eurc 100 each.

e) Previous years figures have be regrouped, wherever necessary.




