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INDEPENDENT AUDITORS REPORT

To the Directors of
Kirloskar Brothers International BV (KBI 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
International BV, (hercinafter referred to as “the Holding Company”) and its subsidiaries (the
Holding Company and its subsidiaries together referred to as “the Group”), which comprise the
consolidated balance sheet as at March 31, 2022, the consolidated statement of profit and loss
(including other comprehensive income), the consolidated statement of changes in equity, the
statement of cash flows and 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,
2022, its loss, its changes in equity and its cash flows.

Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing (SAs) applicable 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 lithics 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 fulfilled 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 opinion.

Responaibility of Management for Ind AS Financial Statements

The Holding Company’s Board of Divectors 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 specified under
section 133 of the Companies Act, 2013 read with the Companies (Indian Accounting Standard) Rules,
2015, as amended. This responsibility also includes maintenance of adequate accounting records for

.
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safeguarding of the assets of the Group and for preventing and detecting frauds and other
irregularities; selection and application of appropriate accounting policies; making judgements and
estimates that are reasonable and prudent; and design, implementation and maintenance of adeguate
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 free from material misstatement, whether

due to fraud or error.

In preparing the Consolidated Ind AS Financial Statements, management is responsible for ASSEE/ING
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 unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to 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
Statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable 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 1t exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these Consolidated 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 opinion. 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, nisrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances.

o Lvaluate 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, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
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attention in our auditor’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 c¢bhtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

o ldvaluate the overall presentation, structure and content of the Consolidated Ind AS Financial
Statements and whether the Consolidated Ind AS Financial Statements vepresent the
underlying transactions and events in a manner that achieves fair presentation.

¢ Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the Consolidated Ind AS
Financial Statements. We are responsible for the direction, supervision and performance of
the audit of the Financial Statements of such entities included in the Consolidated Ind AS
Financial Statements of which we are the independent auditors. For the other entities
included in the Consolidated Ind AS Financial Statements, which have been audited by other
auditors, such other auditors remain rvesponsible for the direction, supervision and
performance of the audits carried out by them. We remain solely responsible for our audit

opinion.

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.
Other Matters

1. These Consolidated Ind AS Financial Statements include financial information of sixteen
subsidiary companies and the Holding Company. These companies follow a different reporting
date i.e. December 31. The management has extracted financial information of the period Apyil
1, 2021 to December 31, 2021 from the audited Financial Statements for year ended December
31, 2021 of respective companies and added management drawn/limited reviewed financial
information of respective companies of the period January 1, 2022 to March 31, 2022 in order to
prepare Consolidated Ind AS Financial Statements for the twelve months period year ended
March 31, 2022.

These Consolidated Ind AS Financial Statements have been audited by us solely for the purpose
of providing information to Kirloskar Brothers Limited (Ultimate Holding Company) to enahle it
to prepare the Consolidated Financial Statements of the Group. As a result, these Consolidated
Ind AS Financial Statements of Kirloskar Brothers International BV are not a complete set of
Financial Statements and do not include/contain all the mandatory disclosures in accordance
with Ind AS and Schedule IIT of the Companies Act, 2013. The financial information shall,
therefore, not be suitable for another purpose.
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2. The Financial Statements of fifteen companies and the Holding Company included in these
Consolidated Ind AS Financial Statements for the period starting from January 1, 2022 to March
o1, 2022 are management drawn. The IFinancial Statements of these fifteen companies and the
Holding Company reflect total assets of Bure 56,012,727 as at March 31, 2022, total revenues of
Furo 12,328,243 and net cash outflow amounting to Buro 1,622,889 for the period January 1,
2022 to March 31, 2022, as considered in the Consolidated Ind AS IFinancial Statements.

3. The IFinancial Statements of one subsidiary company included in these Consolidated Ind AS
Financial Statements for the period starting from January 1, 2022 to March 31, 2022 is limited
reviewed by another auditor. The Financial Statements of this company reflect total assets of
Kure 30,133,311 as at March 31, 2022, total revenues of Fure 10,617,040 and net cash inflow
amounting to Eure 394,139 for the period January 1, 2022 to March 31, 2022, as considered in
the Consolidated Ind AS Financial Statements.

4. We did not audit the Financial Statements of sixteen subsidiary companies for the yvear ended
December 31, 2021. The financial information of nine months extracted from these Financial
Statements of the subsidiaries reflect total assets of Euro 63,555,333 as at December 31, 2021,
total revenues of Euro 84,144,975 and net cash outflow amounting to Euro (76,240) 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 to the amounts and disclosures included in respect of these sixteen subsidiary
companies 1s based solely on the reports of the other auditors.

Our opinion on the Consolidated Ind AS Financial Statements is not modified in respect of 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 P G BHAGWAT LLP
Chartered Accountants
Firm Registration Number: 101 118W/W 100682

J\%} 4 "\j o

Abhijeet Blidgwat

Partner

Membership Number: 136835
UDIN: 22136835AJGTHY 8249

Pune
May 18, 2022

Page 4 of 4 KBl BV_Consclidated_Special Purpose Audit Report_21-22



idcraational 3.V

Sheot as ot 31 March 2022

widoskar Brothor
Consalidated Batance
fAmounts by Burel

Parbiculars Mol 5 at
e o 31 abareh goan 3
IASSETS : '
INon-currant assets :
sty Miang and U i 12,308,348 | PSR GEY
| - i J 7.331 ; HEREY
[Buaduin EO 199.766 i
‘Ft)‘lh(zr anGhs 5 3 TG, 771 i 228585
5 2,563,337 | 2BTIEGY |
Chors 448,235 |
slarrad tax assels (o)} 3 1,769,275 | 1
HOther non-curent a s i N 30,424 f X
{Total non-current assels 17,494,487 16,630 871
Current assets
fnveplones Q 20,264 697 42888254
Financial Assels
Trade receivablas £ 18,092,704 19.770.110
Cash and cash equivaients - 5,051,416 4,329,883
Clhers 7 62,735 61,560
Current Tax Assels (nel) TE 385,138 57,785
Other current assels & ...1,604,453 7,355,663
Total current assels 51,461,143 55,469,125
TOTAL ASSETS ) 58,955,630 73,098 948
EQUITY AND LIABILITIES (
Equily
Equity shara capilat 14 23,685,100 15,807 600
Other equily Vi » (5,188,442) 161,577
iTotal equity 18,496,658 19.869.175
ILIABILITIES
Non-current liabilities
Financial Liabilities
Barrowings 13 5,775,443 5.736.931
Other financial labiities 15 1,349,692 354,061
Lease Habdities - 763,628
Deferred lax labiities (net) 1 87,810 37.213
Frovisions 14 213,889 185,370
Total non-current liabiitics i 7,426,884 7077201
Current liabitities E
Financial #abilities 3
Borrowings ERC 8,885,358 | 11,980,759
Trade payabies [EE 10,189,013 21,178,792
Cifther financial labilities th 5,777,629 5.402.953
[ease Habililies 1,694,368 : 2.329.208
iOther current fiabiitios 17 6,018,157 3.869.368
Provisions [£5] 1,467,624 | 1,295 483
Total current liabilities 43,032,090 | 46.053.567
|
Total fiabitities 50,458,972 | 53,130,768
|
TOTAL EQUITY AND LIABILITIES i 63,955 630 | 73,098 846 |
Corporate information 1
Summary of significant accounting policos 2
See accompanying notes (o financial statements 3-36

the noles referred (o ahova form an integrat part of the Tnsnoa? alatements
o H

As par our report of even dale attached
For P G BHAGWAT LLP

Chartered Accountants

Firm's regstration no IO11 18WW 1006482

Loy

Abhiject Bhagwat
Partner
Marnbarsbap Ao 136835

P 13 Moy 2007

For and on behal of the Board of Directors

N
Fone

O0007855
13 Wy 2070

He
R L

74 -

Alok Kirloskar
ranaong Director
DIN 05374745

13 May 20022

Pone 13 ay 2082



P 54131144
2,587,556
i 13 by Ty Gl weernoae. kN 3,456,375
’3 25,664,522
g 1,899,924
Depreoalicn ang sonibealion axp 2 534,815 )
(ther expanses 17,615,736 14 712 5472
Total expenses 107,890,076 104,080,019
Peofili{loss ibelor axcoptiona: A0l 1ax {1.5690.613) 4 996 805
Exeeptional tems i - . ) -
Profit/ {loss) before tax ; 11,560,619} 4,996 405
Tax expenses 1
{1} Carrent tax 100,432
{2} Defoerred tax 119,909
{3} Short provision of eitlier y B
Total Tax expenses 220,341
Profit after tax bul before share in profit of joint venture company R {1,780,9653 """"
for the year _—
Share in profit of joint venture company : -
Profit for the year {1,780,960} 4,414,944
Other Comprehensive income 246
ltems that will not be roclassified to profit or joss
Remaeasurements gims and losses on post amployments be -
ltems that will he reclassificd to profit or loss
FOreign currency ransinbon roserve i 308,440 {93,340
Other comprehensive income i . 308,440 ) (93346)
Total Comprehansive Income for the period {Comprising Profit 1599 |
{Loss) and Other Comprehensive Income for the period)
Earnings por equity share 3G
{1} Basic (7.52)
{2} Difuted {7.52)
Sorporate infoom ¢
Sumimary of sigrili G RORTHYS
5 ACCONTRENYHG 10 o financial stalemants 3-36

Anciat statenents

The notes referrad 1o abiove form ansniegesl part of the !

-
As por our report of even date attached For and on ehalf plite Board of Directars
For P G BHAGWAT LLP £ Cf . e
Chartered Accountants ) A e L yf
Firmvs rog o 10U HRAIAN LONGED Sanjay Kirloskar
Chawauan Ranaging Drectorn
CHN G00G/ 385 PHNG OB324745
L Pung 13 May 2007 TR 13 May 2000
Lo PP \\
4
J/M/ Mo,

Abbiject Bhagwat
Harthes

Membershin ao T30S
Fune 13 May 20

C.M. Mate
Group CFO
Pung 13 May 20072




naf i3

anh Flow {or e poss andoesd

A1 A

3y
(1,560,819} BRI
2,534,815
393
52,850
175,334
{4,516}
1,890,929
{1,358 634)
1,738,650 8 B85
: 2,623,557 (30894173
s R R 447 002 ¥RG0.A08
k! 1,985,779} {3 TEY 1871
4 2,120,563 (2053
Ha il
ncraassd (dearmass) in provisions 200,658 (654 F7R
Cash Generated from Operations 5,643,655 7837 407
G ncome Tax {Paid § 0 Relunded (427, TBE) (325 200
Net Cash from Operating Activities 5,215,870 7011668
8 | Cashflows from Investing Activilies
1 Purchase of Properly plan! and aguipment and (1,442,069} (5157
invasimen) propearty
21 SBafe of Propedy, plang and equinmentd aodd ovesinean {100,086) 261
poperly
3| interest Raceiver 4,216 58 449
Net Cash from fnvestment Activities (1,537,239) 247 543
C | Cash Flows from Financing Activities
1| ProceedsiRepayment) of borrewings 38,582
2 | Repayment olf proceeds from shar tem bosowi (3,095,401}
3§ interast Paid {1,8499,929} D
4 | Procesds fromssusnce of sharg capitat - A,000.000
Nel Cash used in Financing Activities i)
hat inc : iy Cashoand Cash Eguivalenis (1.278,136) (4,117,536
1| Gash & Cash Eqguivaients al begining of panog 6,329,553 10,447 069
21 Cash & Cash Fauivadents atend of penod (refer cote 100 5.051.416 6,328 553 ¢
Note 1 Provious yeors igrres are regrouped wie sary o mako them comparaliie eolhs the Cirant yaar

2 Cash flow s prepared usmg et stiod

As per our report of even date attached

For P G BHAGWAT LLP
Chaarierad ACCountants

Fin's regisiration ng 101 I8N/

W06 HY

Abhiject Bhagwat
Partaar

Membership no. 136
Pune 13 May 2027

L0
GG

Board of Directors

3

For and on behall of the

Afok Kirtoskar
Managing Divecio
[ OL32A745
13 Ray 2002

EOTER
GOOGZ865

13 May Z0248

s

k
A Pn
C.M. Mate S
Groupy CFG

Pone 13 May 20072



sarionkar Brotimrs b rind BV
Ceonsolidated ststement ;
{Amounts i Euwrel

A Equity Share Copitaj
Balance as at 1 Aprid

Halsnce as :

vanges o1 Eoeily (G B g

fuad andod 21 R

jaex

aquiy share

Gelad dieing 1he yeos

8. Other Equity

Foreign

(Vos

v RER

AU3T March

Saiance as

Balance as at 31 March

e

and Surplus

Towl ]

currency [ Capilal Securitios Retained
translation | roedemption Premium Larnings
reserve reserve Roserve

vy

A

i Oadance as at 1 Apri 3

354437 54859

i Additiona! shares issusd during the year

(8.156.02 13

4,000,000 »

Profit for the year

4 14 944

T3414.8a4

Other comprehensive nnome

{93.346)

(93346}

Balance as at 31 March 2021

2306

531,854 4

[EIRTNTREHAS

151,577

| Adddilional shares ssuad during the year

[ .
Pl for e year

i Othar cormprehensive income

S68. 440 |

{3E77.500)

(V. 780,960}

(1,780,980}

308,440

; Batance as at 31 March 2022

569,531 59,859 1

122,547

(3,940,382)

{5,188,442)

As per our report of evan date aflached
For P G BHAGWAT LLP
Chartered Accounianiy

Abhijeet Bhagwat
Paraer
Membership no 136835
Pung - 13 May 2027

For and on behalt of the Board of Directors

41

Sanjoy Kirloskar
Chairman

DING G000 rE8s
Pune V3 May 2007

Alok Kirloskar
fanaging Dirpclor
DN 05324745

A Puge day 2022

C.M. Mato
Group GO
Pune 13 May 2007




Kirloskar Brothers International BV,
Notes to accounts
Significant accounting policies

Notes to the consolidated financial statements for the year ended 31 March 2022 {All amounis are in
Euros, unless otherwise stated)

1. Corporate information

Kiroskar Brothers international B.V. {(KBIBV) is company formed in Netherlands and owned by Kirloskar
Brothers Limited, india (KBL). KBIBV owns 100% share of afi foreign subsidiary component of KBL group
which are engaged in providing giobal fluid management solutions. The core products of the group are
engineered pumps, firefighting pumps, industrial pumps, agricuiture and domestic pump, valves and
hydro turbines,

2. Significant accouniing policies

2.1 Basis of preparation

The consclidated firancial statements of the group have been prepared in accordance with indian
Accounting 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 provisions 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 addition, the guidance notes/announcements issued by the Institute of Chartered Accountants of India
(ICAl} are alsc applied except where compliance with other statutory promulgations require a different
freatment.

The financial statements were autherised for issue by the Board of Directors on May 13, 2022,

2.2 Basis of consclidation and equity accounting

iy Subsidiaries

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

The consolidated financial statements refate to Kirloskar Brothers International B.V. and is majority owned
subsidiary companies, consolidated on a iine by line basis by adding together the book vatues of like items of
assels, liabilittes, income and expenses, after fully eliminating intra-group transactions and the unrealised profit
/tosses on intra-group transactions, and are presented o the exient possible, in the manner as the Company's
mndependent financial statements.

The names of the subsidiary and joint venture companies, country of incorporation, proportion of ownership
interest and reporting dates considered in the consolidated financial statements are;

3 Country of | Proportion of
Name of the Company i : Ownership interest | Reporting Date (*)
ncorporation
Rl A A A R T ————— - Of KBIBV .
SPP Pumps Limited _ United Kingdom | 100% 31 March 2022
Kirloskar Brothers(Thailand) Limited Thalland 100% 31 March 2022
LSPP Pumps (MENA)LLC. Egypt 100% 531 March 2022
Kirloskar Pompen B.V The Netherlands | 100% 31 March 2022
| Micawber 784 Proprietary Limited South Africa 100% 131 March 2022
SPP Pumps  International  Proprietary | South Africa 100% 31 March 2022
Limited (Erstwhile Kirloskar Brothers
International PTY Limited)
SPP France SA S France 100% ‘31 March 2022
SPP Purmps Inc. o USA 100% 31 March 2022
SPP Pumps South Africa Proprietary | South Africa 100% 31 March 2022
Braybar Pumps Limiled South Africa 100% .31 March 2022
Rodelta Pumps International BV The Netherlands | 100% 31 March 2022
Rotaserve Overbaul BV, The Netheriands | 100% 31 March 2022
_SPP Pumps Real Estate LLC USA 100% 131 March 2022
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| SynoroFio Ine. 100%  TaiMarch2022
. SPP Purmps (Asia) Ltg _p100% 31 March 2022
- SPP Pumps (Singapore) Lid ingapore i 100% 131 March 2022

Statutory reporting date for all companies above is 31 December 2021, however in arder to have unform
reporting dale for the purpose of consolidation with that of holding company, Kirloskar Brothers Limited, 12
manths financials for foreign: subsidiaries for period Aprit 2021 - March 2022 are prepared using their audited
financials for year ended December 2021 and managemsant drawn financials for 3 months ended March 2022

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

ity Non-controlling interests (NCH

NCI are measured at their proporticnate share of the acquiree's net identifiable assels al the date of
acquisition.

Changes in the Group’s equily interest in a subsidiary that do not result in a loss of control are accounted for
as equity transactions.

iliy Loss on control

When the Group loses conirol 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 former subsidiary is measured at
fair vaiue at the date the control is lost. 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 control and has rights to the net assets of the
arrangement, rather than righis to its assets and cbligations for its liabilities.

investment in joint venture has been accounted under the equity method as per Ind AS 28 ‘investmenis 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 entily is set off against the adjusted
carrying amount of the investment. Distributions received from the Joinl Venture reduce the carrying amount of
the investment,

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

Unrealised profits and losses resulting from tfransactions between the Joint Venture and the Company are
eliminated to the exient of Company's inferest 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 to the extent of the Group's interest in the investiee. Unrealised losses are
eliminated in the same way as unrealised gains, hut only 1o 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 foliowing items,
which are measured on an alternative basis in accordance with Ind AS. on each reporting date.

ltems Measurement basis
Derivative financial instruments at fair vaiue through profit or loss Fair vaiue
Non-derivative financial instruments at fair value through profit or Falr value

ioss
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Delinad benefit plan - plan assets Fair value
2.4 Functional and presentation currency

These tinancial slatemenis are presented in Euro which is the Group's functional currency. All financial
information is presented in euro, except share and per share dala, uniess clherwise stated.

2.5 Use of judgements, estimates and assumptions

The preparation of financial statements in conformity with Ind AS requires the management fc rmake
judgments, estimates and assumptions thal affect the reported amounts of revenue, expenses, current
assets, non-current assets, current liabilittes, non-current liabilities and disclosure of the contingent
tiabilities at the end of each reporting pericd. The estimates are based on management's best knowledge
of current events and actions, however, due {0 uncertainiy aboul these assumptions and estimates, actual
resulis may differ from the estimates.

This note provides an averview of the areas that involved a higher degree ¢f iudgement or complexity and
of items which are more likely to be materially adjusted due to estimates and assurmpticns turning out 1o
pe different than those originally assessed.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions 1o accounting
estimates are recognised prospectively.

Critical estimates and judgements

The areas involving critical estimates or judgements are;

1. Estimation of defined benefit ohligation - The cost of the defined benefil pension plan, 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 gooawill - The group estimates the value in use of a cash generating unit (CGU) based on
the future cash fiows after considering the current economic conditions and trends, estimated future
operating results 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 receivabies disclosed are based
on assumptions about risk of default and expected loss rates.

4. Estimation of provision for warranty claims - key assumptionsg about likelihood and magnitude of an
cutfiow of rescurces.

2.6 Inventories

. 1 - .
¢ Inventories are vaiued al the fower of cost and net realizable value. The cost is calculated on moving
weighted average method.

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

+  Raw maierials: cost includes cost of purchase excluding taxes subseguently recoverable from tax
authorities 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 producis in 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
allocation 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 presant location and condition.

+ Net realizable value is the estimated sefling price in the ordinary course of business, less estimated
costs of compietion 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 equivalents in the baiance shee! comprise cash at banks, cash on hand and highiy fouid
shori-term deposits with an criginal maturity of three months or fess, which are subject to an insignificant
risk of changes in vaiue.

While other bank balances include, rmargin 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, adiusting the profit before
tax excluding exceptional items for the effects of:

(1) changes during the period in inventories and operating receivables and payablies fransactions of a

non-cash nature,
{2) non-cash items such as depreciation, provisions, unrealised foreign currency gains and losses; and
(3) ail other items 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 exciude
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. Al other tems 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 comprises its purchase price, including impert duties
and other non-refundable taxes or levies and any directly attributable cost of bringing the asset o ils
working condition for its intended use; any discounts and rebates are deducted in arriving at the purchase
price.

Own manufaciured PPE is capitalized at cost including an appropriate share of overheads. Administrative
and other general overhead expenses that are specifically atiributable to construction or acquisition of PPE
or bringing the PPE to working condition are aliocated and capitalized as a part of the cost of the PFE.

Borrowing costs directly attributable to the construction or acquisition of a qualifying asset up 1o
compietion or acquisition are capitalised as part of the cost. The present value of the expected cost for the
decommissioning of an asset alter 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 usefuf lives, they are accounted for
as separate items (major components) of property, plant and egquipment.

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 reporting
date are disclosed under "Other non-current assets”.

Subsequent costs

The cost of replacing & part of an item of property, plant and equipment is recognised in the carrying
amount of the itemn if it is probable that the future economic benefils embodied within the part will flow fo
the Group and its cost can be measured refiably. The carrying amount of the replaced part is
derecognized. The costs of the day-io-day servicing 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 benelits are
expecled from its use or disposal. Gains and losses on disposal of an item of property, plant and
equipment are determined by comparing the proceeds from disposal with the carrying amount of pr
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plant and eguipment, and are recognhised nel within other income/expenses in the statement of profit and
Hek:t:3

Depreciation

Depreciation is calcuiated over the depreciable amouni, which is the cost of an asset, or other amount
substituted for cost, iess ils residual value. Depreciation is recognised in the statement of profit and loss
generally on a straight-line basis over the estimated useful tives of each part of an item of property, plant
and equipment and In some cases based on the technical evaiuation made by the management.

Leased assels are deprcciated over the shorter of the lease term and their usefui lives unless it is
reasonably certain that the Group will obtain ownership by the end of the lease term.

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

210 Goodwill and intangibie assets

Recognition and measurement

Goodwill on acquisition of subsidiaries is inciuded in intangible assets. Goodwill is not amortised but it is
tested for impairment annually or more frequently if events or changes in circumstances indicate that it
might be impaired and is carrled at cost less impairment losses. Goodwill is allocated to the CGUs for the
purpose of impairment testing. The aliocation is made to those CGUs or group of CGQUs that are expecied
1o benefit from the business combination in which'goodwili arose.

Other imangible 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 1o the Group and
cost of the asset can he reliably measured.

Intangible assets acquired by the Group that have finite useful lives are measured al cost less
accumidated amortisation and any accumudated impairment losses.

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

Subsequent measurement

Subsequent expendilure is capitalised only when it increases the future economic benefits embodied in
the specific asset 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-fine basis over the estimated
usetul lives of inlangible assets from the date that they are availabie for use, since this most ciosely
reflects the expected pattern of consumption of the future economic benefits embodied in the asset.

Amortization on impaired assets is provided by adjusting the amonrtization charge in the remaining periods
so as o aflocate the asset's revised carrying amount over its remaining usetul lite,

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 demonstrate:

+ The technica! feasibility of compieting the intangible asset so that the asset will be available for use
or sale

+  ltsintention to complete and its abifity and intention to use or sell the asset
«  How the asset will generate future economic benefits
+  The availability of resources 10 complete the asset

«  The ability to measure reliably the expenditure during development
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Following initial recognition of the deveioprment expenditure as an assst, the asset is carded at cost less
any accumulated amortisation and accumudated impalrment losses. Amortisation of the asset begins
whan 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 ioss,

During the period of development, the asset s {ested for impairment annually.
2,11 Borrowing costs

Borrowing costs 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 borrowings
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 {he cost of that assel. Qualifying assets are those assets which necessarily takes a
substantial pericd of time to getl 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 transtfers control over a good or service to a customer i.e. when il has
fulfilled all 5 steps as given by Ind AS 115,

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

For contracts with multiple performance obligations, fransaction price is allocated to different obligations
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 fransaction and
revenue is recognised separately for each obligation as and when the recognition criteria for the
component is fulfilled.

Sale of goods

Revenue from the sale of goods is recognized when the control of the goods have passed to the buyer. For
contracts that permit the customar to 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 ocour.
Amounts inciuded in revenue are net of returns, frade allowances, rebates, goods and service tax, value

added {axes.

Rendering of services

Revenue is recognized 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 aliocated based on their relative stand-alene seiling prices. The stand-aione selling price is
determined based on the {ist prices at which the Group sells the services in separate transactions.

Construction Coniracis
Contract revenue includes initial amount agreed in the contract plus any variations in contract work, claims
and incentive payments, to the extent that it is probable that they will result in revenue and can he

measured reliably.

Centract 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 1o cost
incurred to date as a percentage of total estimated cost of each contract. Until such time (25% of Project
Cost) where the outcome of the contract cannot be ascerlained 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
contract, then the consideration is allocated on a relative stand-alone price basis between various

obfigations of a contract.
For contracts where progress billing exceeds the aggregate of contract costs incurred to-date an
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recognized profits (or recognized iosses, as the case may be). the surplus is shown as the amoeunt due 1o
CUSIOMEers.

For contracts where the aggregate of contract costs incurred to-dale and recognized profits (or recognized
losses, as the case may bhe) exceed progress billing, the deficit is shown as the amount due from
customers.

Amounts received before the related work is performed are disclosed in the Balance Sheet as a liability
towards advance received. Amounts billed for work performed but yvet 1o be paid by the customer are
disclosed in the Balance Sheet as trade receivables.

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

213 Other income

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

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

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

1

2.14  Foreign currencies {ransactions
i) 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 seltied during the period are recognised in
the statement of profit and loss of the period,

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

Norn-monetary assets and liabilities denominated in foreign currencies that are measuwred 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 transiated into the presentation currency as (oliows:

«  Assels and liabilities are transiated atl the closing rate at the date of that balance sheet

« Income and expenses are transiated 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 foreign
entities, are recognised in other comprehansive 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.

2,15 Employee benefits

Short-term employee benefits

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

compensated absences, ieave frave! allowance elfc. are recognized in the period in which the empioyee
renders the related service.
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Post-employment benefits
Defined contribution plans

The Group has ne further payment obligalions once the contributions have been paid {o various social secwrity
plans. The contnbutions are recogrised as employee benefit expenses when they are due.

Defined Benefit Plans

The pension scheme for Kirdoskar 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 benefi{ entitlement and measures each unit separately to build up the final obtigation,

The obligation is measured atf the present value of the estimated future cash flows, The discount rates used for
determining the preseni value of the obligation under defined benefit plans, is based cn the market yieids on
government securities of a maturity period eguivalent to the weighted average maturity profile of the defined
benetit obligalions as at the balance sheet date, having maturity pericds approximating 1o the terms of related
obiigations.

Re-measUrements, comprising of actuarial gains and iosses, the effect of the asset ceiling, excluding
amounts included in net interest on the net defined benefit liabiiity and the return on plan assets
{excluding amounts ncluded In net interest on the net defined benefil Hability), are recognised
immediately in the balance sheet with a corresponding debit or credit to refained earnings through other
comprehensive income (OCH) in the period in which they occur. Re-measurements are nol reciassified to
the statement of profit and foss 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 beneflit plans, 1o recognise the obligation on net basis.

When the benefits of the plan are changed or when a pian is curtailed, the resuliing change in benefits that
relates to past service or the gain of foss on curtailment is recognised immediately in the statement of profit
and ioss. Net interest is calculated by applying the discount rate to the net defined benefit fability or
asset. The Group recognises gains/ losses on settlement of a defined plan when the settlement ocours.

2.16  Income taxes

Income tax expense comprises current and deferred tax. it is recognised in the statement of profit and
loss except 1o the extent that it relaies to a business combination or items recognised directly in equity or
in OCL

Current tax

Current tax assets and liabitities 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 couniry where the Group operates and generates taxable income.
Current tax assets and liabifities are oifset only if certain criteria are met.

Deferred tax

Deterred tax is provided using the balance sheet method on temporary differences belween the tax
hases of assels and liabilities and their carrying amounts for financial reporting purposes af the
reporting date,

Deferred tax is recognized on timing differences between the accounting income and the taxabie income
for the year. The fax eflect is calculated on the accumulated timing differences at the end of the
accounting period based on prevailing enacted or subsequently enacted reguiations.

Deferred tax liabitities are recognized for ail timing differences. Deferred lax 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 tax assets can be realized.
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dete and are recognised 1o the extent tha! i has become probabile that future taxable profils will aliow
the deferred tax asset {0 be recovered.

Delerred tax assets and ilabilities are measured at the tax rales thal are expected to apply in the year
when the assel is realised or the Hability is seitled, based on tax rales (and tax laws) that have been
enacied or substantively enacled at the reporting date,

Deferred tax assets and labllities are offset only # certain criferia 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 outfiow of resources embodying economic benefits wifl be required
to settle the obligation and a reliabie estimate can be made of the amount of the obligation.

If the effect of the time value of moeney is material. provisions are discounted using a curre™ pre-tax rate
that reflects, when appropriate, the risks specific fo 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
loss.

Warranty provisions

Provisions for warranty is recognised when the undedying products and services are sold to the
customar based on historical warranty data and at its best estimate using expecied value method. The
initial estimate of warranty-related costs is revised annually.

Contingent liability

Contingent liability is disclosed when Group has:

¢ a present obligation arising from past events, when it s not probable that an outflow of resources
will be required to seitle 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 ocutflow of resources is not
remaote,

Provisions and contingent Habilities are reviewed at each Balance Sheet date.

2.18 Leases

Group has adopted ind AS 116 'Leases’ from 1t April 2018, On transition, Group has recognized right-io-
use assef equal {o lease liability which is the present value of the remaining lease paymenis, discounted
using incremental borrowing rate at the date of initial application i.e, 1 April 2018

Lease is a contract that provides to the customer (lessee) the right to use an asset for a period of time in
exchange for consideration.

. Group as a Lessee

A lessee is required to recognised assels and liabilities for all leases with a term that is greater than 12
months, unless the underlying asset is of low value, and lo recognise depreciation of leased assels
separately from interest on lease ligbilities in the statement of Profit and Loss.

Initial Measurement
Right to use asset
At the commencement date, the Company measures the right-of-use asset at cost.

The cost of the right-of-use asset shall comprise:

* the amount of the initial measurement of the lease liability

. any lease payments made at or belore the commencement date, less any lease incentives
received;

. any initial direct costs incurred by the {essee; and

. an estimale of costs to be incurred by the lessee in dismantling and removing the underlyin

assel, restoring the site en which il is located or restoring the underlying asset to the condition requi
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by the terms and conditions of the lease, uniess those costs are incurred to produce inventories. The
lessee incurs the obligation for those costs either at the commencement date or as a consequence of
having used the underlying asset during a particular period.

Lease liability

At the commencement date, the Company measures the lease liability at 1he presemt value of the lease
payments fhat are not paid at that date, The lease payments are discounted using the inlerest rate
implicit in the lease, if that rate can be readily determined. if that rate cannol be readily determined, the
Company uses s incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise the following payments:
¢ fixed payments (inciuding in-substance fixed payments), less any lease incentives recsivabie:

+ variable lease payments that depend on an index or a rate, initially measured using the index or rate
as at the commencement date;

*  amounts expected 10 be payable by the Company under residua! value guarantees;

¢ the exercise price of a purchase option i the Company is reasonably certain to exercise that option;
and payments of penalties for terminating the lease, # the lease term reflects the lessee exercising
an option to terminate the fease

Subsequent measurement

Right to use assets

Subsequently the Company measures the right-of-use asset at cost less any accumulated depreciation
and any accumutated impairment losses.

Lease Liability
Subsequently the Company measures the lease liability by:

+ increasing the carrying amount to reflect interest on the lease lability at the interest rate impHeit in
the lease, H that rate can be readily determined or the Company's incrementat borrowing rate.

s reducing the carrying ameunt to reflect the iease payments made; and

+  re-measuring the carrying amount to reflect any reassessment or lease medifications or to reflect
revised in substance fixed lease payments.

Group as a Lessor

Leases in which the company 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 recognised on a straight-
iine basis over the term of the relevant lease uniess the payments to the lessor are structurad o increase
in fine with expected general infiation to compensate for the lessor's expected inflationary cost increases
or another systematic basis Is available. Initial direct costs incurred in negotiating and arranging an
operating fease are added 10 the carrying amount of the leased assel and recognised over the lease
term on the same basis as rental income. Contingent rents are recognised as revenug in the period in
which they are earned.

Leases are classified as finance leases when substantially ail of the risks and rewards of ownership
transfer from the company to the lessee. Amounts due from jessees under finance leases are recorded
as receivables at the company’s net investment in the leases. Finance lease income is aliccated to
accounting periods to reflect a constant periodic rate of return on the net investment outstanding in
respect of the lease.

2.19 Impairment! of non-financial assets
the Group assesses at each balance sheet date whether there is any indication that an asset or cash

generating unil (CGU} may be impaired. i any such indication exists, the Group estimates U
recoverable amount of the asset. The recoverable amount is the higher of an asset's or CGU's fair v
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less costs of disposal or its value in use. Where the carrying amount of an asset or CGU exceeds ifs
recoverable amount, the asset is considerad impaired and is wrilten down 10 i1s recoverabie amount.

in assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that refiects current marke! assessmenis of the time value of money and the risks
specitic 10 the asset.

An impairment {oss s recognised il the carrying amount of an asset or CGU exceeds iis recoverabie
amount.

Impairment tosses are recognised in the statement of profit and loss. They are allocated first to reduce the
carrying amouni of any goodwili allocaled to the CGU, and then to reduce the carrying amounts of the
other assets in the CGU on a pro rata hasis.

An impairment loss in respect of goodwill is nol reversed. For other assets, an impairment ioss 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 fransaction to sl {he asset or transfer the liabilily takes place either:

« Inthe principal market for the asset or liability, or
« Inthe absence of a principal market, in the most 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 liabilily, assuming that marke! participants act in their economic best interest,

A fair value measurement of a non-financial asset consigers a market participant’'s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to ancther.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient
dala are available to measure fair value, maximizing the use of relevant observable inpuis and
minimizing the use of unchservable inpuls.

o Level 1 - Quoted (unadjusted) markel prices inn active markets {or identical assets or liabiiities

e Level 2 — Vaiuation technigues for witch the lowest level inpul that is significant 1o the fair value
measurement is directly or indirectly observable

s Level 3 — Valuation techniques for which the fowest fevel input that is significant 1o the fair value
measurement is unobservabie

For assets and liabilities that are recognised in the tinancial statements on a recurring basis, the Group
cdetermines whether transfers have occurred between levels in the hierarchy by re-assessing
categorisation (based on the lowest level input that is significant 1o the fair value measurement as a
whole) at the end of each reporting period.

For the purpose of fair vaiue disclosures, the Group has delermined classes of assets and liabilities based
on the nature, characteristics and risks of the asset or ifability and the level of the fair value hierarchy as
expiained above.

2.21 Financial instruments

A tinancial instrument is any confract that gives rise to a financial assel of one entity and a financiai
liability or equity instrument of another entity.
Financial assets

Initial recognition and measurement
Al financial assets are recognised initially at fair value. Purchases or sales of financial assets that r
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detivery of assets within a time frame established by regulation or convention in the markel place
{regutar way trades) are recognised on the trade date, i.e,, the date thal the Group commits 1o 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

y Debtinstruments at fair value through other comprehensive income (FVTQCH

y Debtinstruments, derivatives and equity msiruments at fair value through profit or foss (FVTPL)
) Equily instruments measured at fair value through other comprehensive income (FVYTOCH

o LD RO

Derecognition

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

impairment of financlal asset

Group applies expecied credit loss {ECL} model for measurement and recognition of impairment {oss on

the foliowing financial assets and credit risk exposure:

a.  Financlal assets that are debt instruments, and are measured at amortised cost e.g., ioans, debt

securities, deposits, trade receivables and bank balance

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

Lease receivables

d.  Trade receivables or any contractuat right fo receive cash or another financial asset that result from
transactions that are within the scope of Ind AS 115

e.  Loan commitments which are not measured as at FVTPL

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

o

The Group follows 'simplified approach’ tor recognition of impairment icss aliowance on:

a. Trade receivables or contract revenue receivabies; and
b. Al lease receivables resuiting from transactions within the scope of Ind AS 116

The application of simplified approach does not require the group e track changes in credit risk. Rather, it
recognises impairment loss allowance based on lifetime ECLs al each reporting date, right from its initial
recognition, For recognition of impairment loss on other financial assets and risk exposure, the group
determines that whether there has been a significant increase in the credit risk since initial recognition. If credit
risk has not ingreased significantly, 12-month ECL. is used to provide for impairment loss. However, if credit risk
has increased significantly, lifetime ECL is used.

Financial labilities

Initial recognition and measurement

The Group initially recognises loans and advances, deposits, debt securities issued and subordinated
fiabilities on the date cn which they are coriginated. All other financial instruments (including regular-way
purchases and sales of financial assels) are recognised on the trade date, which is the date on which the
Group becomes a party 1o the contractual provisions of the instrument.

A financial assel or financial liabililty is measured inftially atl fair vaiue plus, for an item not at fair value
through profit or joss, transaction costs that are direclly attributable 10 its acquisition or issue.

Financial guaraniee contracts
Financial guarantee contracts issued by the Group are those contracts that require a payment o be
made 10 reimburse the holder for & loss it incurs because the specified debtor fails to make a payment
when due in accordance with the ferms of a debt instrument. Financial guarantee contracts are
recognised initially as a liabiiity at fair value, adjusted for fransaction costs that are directly afiributable to
the issuance of the guarantee. Subsequently, the liability is measured at the higher of the amount of ioss
atlowance determined and the amount recognised less cumulative amortization.
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Derecognition

A tinancial liability is derecognised when the obfigation under the labiiity fs discharged or cancelied or
expires. When an existing financial liabilily is replaced by another from the same lender or substantially
different terms, or the terms of an existing liabilly are substantially modified, such an exchange or
modification is treated as the derecognition of the original liability and the recognition of & new frability.
The difference in the respective carrying amounts is recognised in the statement of profit or loss.

Offsetting of financial instruments

Financial assels and financial liabilities are offset and the net amount is reported in the consolidated
balance sheet if there Is a currently enforceable legal right to offset the recognised amounis and there is
an intention 1o settle on a net basis, to realise the assets and seftle Lhe liabilities simultanecusty

Derivative financial instruments

Initial recognition and subseguent 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 vaiue on he date on
which a derivative contract is entered into and are subsequently re-measured at fair vaiue. Derivatives are
carried as financial assets when the fair value is positive and as financial fiabilities when tie fair value is
negative.

2.22 Earnings per share (EPS)

Basic EPS is calculated by dividing the profit for the year atiributable 1o equity holders of the Group by the
weighted average number of squity shares oufstanding 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 o consider

= The after-income tax eflect of interest and cther financing costs associated with dilutive potential
equity shares, and

+ 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 ihe internal reporting to the chiel operating
decision maker {CODM).

The board of directors of the group assesses the financial performance and position of the group and makes
strategic decisions. The Board of Directors, which are identified as a CODM. consists of chief executive officer,
chief financial officer and al! other executive directors.
Group operates in single reporting segment of ‘Fluid Machinery and Systems’
2.24 Recent accounting pronouncement
Standards issued but not effective
The Ministry of Corporate Affairs (MCA) on 5 April 2022, vide Notification dated 23 March 2022 has
issued Companies (Indian Accounting Standard) Amendment Rules, 2022 in consultation with the

National Financial Reporiing Authority (NFRA)

The notification states that these rules shall be applicable from t Aprif 2022 and would thus be
applicable for the financial year ending 31 March 2023.

The amendments to Ind Ass are intended to keep the Ind Ass aligned with the amendments made in
IFRS.

1. Amendments to ind AS 16, “Property, Plant and Equipment”
The amendments fo Ind AS 16 issued by the Ministry of Corporate Affairs amends provisions
regarding proceeds from selling lems produced while bringing an asset inlo the location and




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

2. Amendments to Ind AS 37, "Provisions, Contingent Liabiiities and Contingent Assets”
The amendments to Ind AS 37 issued by the Minisiy of Corporate Affairs amends provisions
regarding costs a company should include as the cost of fulfiliing a contract when assessing
whether a confract s onerous.

3. Amendments to 41, “Agriculture”
The amendments to ind AS 41 issued by the Ministry of Corporate Affairs amends provisions to
remove a requirement 1o exciude cash flows from taxation when measuring fair value thereby
aligning the fair value measurement requirements in Ind AS 41 with those in other ing AS's,

4. Amendments to 101, “First-time Adoption of Indian Accounting Standards”
The amendments to Ind AS 101 issued by the Ministry of Corporate Affairs amends provisions to
simpiify the application of Ind AS 101 by a subsidiary that becomes a firettime adopler after its
parent in relation to the measurement of cumulalive transtation differences.

5. Ind AS 103, "Business Combination®
The amendments to Ind AS 103 issued by the Ministry of Corporate Affairs amends provisions to:
- substitute the word "Conceptual Framework for Financial Reporting under Indian Accounting
Standards (Conceptual Framewaork)' with the words "Conceptual Framework of Financial Reporting
in Ind AS"
- add to Ind AS 103 a requirement that, for ransactions and other events within the scope of Ind
AS 37 , an acquirer applies Ind AS 37 {instead of the Conceptual Framework) 1o identify the
liabilities it has assumed In a business combination
- add to Ind AS 103 an explicit statement that an acquirer does not recognise contingent assets
acquired in & business combination.

6. Ind AS 109, "Financial Instruments"

The amendments to ind AS 1092 issued by the Ministry of Corporate Affairs amends provisions to
prescribe the treatment of fees involved during exchange between an existing borrower and lender
of debt instruments with substantially different terms. The amendment clarifies that if an exchange
of debt instruments or modification of terms is accounted for as an extinguishment, any cosis or
fees incurred are recognised as part of the gain or loss on the extinguishment f the exchange or
modification is not accounted for as an extinguishmen:, any costs or fees incurred adiust the
carrying amount of the liability and are amortised over the remaining term of the moditied liability

Following exposure drafts have been issue by the institute of Chartered Accountants of India:

1. Amendments to Ind AS 8, "Accounting Policies, Changes in Accounting Estimates and
Errors" - Definition of Accounting Estimates
The exposure draft on amendments to Ind AS 8 issued by the Institute of Chartered Accountants of
India proposes amendments to introduces a new delfinition of 'accounting estimates’. The
amendments are designed to clarity the distinction between changes in accounting estimates and
changes in accounting policies and the correction of errars.

2. Amendments to Ind AS 12, “income Taxes" - Deferred Tax related to Assets and Liabilities
arising from a Single Transaction
The exposure draft on amendments 1o Ind AS 12 issued by the Institute of Chartered Accountants
of india proposes amendments Lo introduce an exception to the initial recognition exemption in ind
AS 12 whereby an entity does not apply the initial racngnition sxamptinn for transactions that give
rise to equal taxable and deductible temporary diferences. The amendments would apply to
transactions that cccur on or after the beginning of the earliest comparative period presented.

3. Amendments to:
ind AS 1, "Presentation of Financial Statements”, Ind AS 34, "Interim Financial Reporting” and Ind
A5 107, “Financial Instruments: Disclosures” - Disclosures of Accounting Policies
The exposure draft on amendments to Ind AS 1 issuad by the Institute of Chartered Accountants of
India proposes amendments whereby an entity will be required to disclose only its material
accounting policy information instead of its significant accounting policies. The amendment
explain how an entity can identify material accounting policy information. Consequential
amendments are proposed for ind AS 107, Financial Instruments: Disclosures, and Ind AS 34,
Interim Financial Reporting.
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4. New Indlan Accounting Standard (Ind AS) 117, Insurance Contracts
The exposure draft of Ind AS 117 is issued by the Institute of Chartered Accountants of India as
replacement for ind AS 104 Insurance Contracts. Further, amendments have aiso been proposed
to the exposure draft {o add a transition oplion relating to comparative information abou! financial
assetls presented on initial application of ind AS 117

The above exposure drafts have not been notified by the Ministry of Corporate Affairs (MCA)) 1o be applicabie
from 1 April, 2022 as at the date of approval of these financial stalements. On issue of the amendment by MCA,
the Company wouid evaluate the impact of the change in the standalone financial statements.
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Kirloskar Brothers Internationatl B.V.

Consoclidated notes to accounts
(Amounts in Euro)

Note 4 : Capital work-in-progress

Particulars

As at
31 March 2022

As at
31 March 2021

Capitat work-in-progress 7,331 19,310
7,331 19,310
Note 5 : Right to use asset
Particulars Amount

Opeing balance as at 1 April 2020 3,882,817
Additions / (Disposals) {340,883)
Depreciation {680,263}
Bafance as at 31 March 2021 2,871,661
Additions / (Disposals) 604,157
Depreciation (912,481)
Balance as at 31 March 2022 2,563,337
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{(Amounts in Euro)

Note 6 : Financial Assets: Trade receoivables

Particulars As at As at
31 March 2022 31 March 2021
Current
Unsecured, considerad good 18,092,704 19,776,310
Doubtiul 646,959 807,727
18,739,663 20,584,037
Less: Provision for doubtiid receivables 646,959 807,727
Total trade receivables 18,092,704 19,776,310
Note 7 : Financial Assets: Others
Particulars As at As al
31 March 2022 31 March 2021
Non-current

(a} Security deposits
Unsecured, considered good
Doubiful

Less: Provision for doubtiul deposils

Current
(8) Misceltaneous claims

(b}  Security deposits
Unsecured. considered good
Doubtiu

Less: Provision for doubtiul deposits

Total other financial asset

449,235 159,569
449,23-5 7 59,5é9
449,23-5 159.56;9
34,199 13,331
28,537 48,229
28,53-? 48,2:_;9
28,53:7 48‘2213
62,735 61.560




Note 8 ; Other non-financial assets

Particulars

Nen-current
(gy Prepaid expenses

Current

{a) Advances to supplier and others
Unsecured, considered good

(b} Prepaid expenses

{c) Gross amount due from customer(Refer note 31)

(dy  Retentions
(e}  Statutory claims receivable

Total other assets

As at As atl
31 March 2022 31 March 2021

30,424 61,634

30,424 61,634

784,077 906,800

1,641,278 1,686,282

2,696,512 2,546,747

2,482 585 2215823
7,604,453 7,355,663
7,634,877 7,417,297

Note 9 : Inventories

Particulars

As at
31 March 2022

As at
31 March 2021

{a} Raw Materiais * 11,420,184 10,548,642
(B  Work-in-progress 4,858,845 8,951,83¢
(¢}  Finished goods 1,564,366 1,014,794
{d}  Slock-in-lrade 2,421,303 2,342,980
(Mode of valuation refer note 2.5 )

20,264,697 22,888,254
" includes goods in transit of Euro 7.84,951 (PY - Cure 5,02 ,451)
Note 10 : Cash and cash equivalents
Particulars As at As at

31 March 2022 31 March 2021
{a) Balances with bank 5,044,526 6,319,513
(b} Cash on hand 6,890 10,040
53,051,416 6,329,653




Kirtoskar Brothers International B.v.
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{Amaounts in Euro)

Note 11: Equity share capitat

Particulars As at As at
31 March 2022 31 March 2021

lssued & subscribed
issued Share Capital
236,851 (198,076} equily shares of EUR 23,685,100 19,807,600
100 each (EUR 100 each)’
Fully Paid up Share Capital
236,851 (198.076 ) equily shares of EUR 23,685,100 19,807,600
100 each (EUR 100 eachy

23,685,100 19,807,600

a) Termslrights attached to equity shares

The company has only one class of equily shares, having par value of EUR 100 per share. Each holder of equity share is
entitled {o one vole per share and has a right to receive dividend as recommended by the board of directers subject to the
necessary approval from the sharehoiders, {n the event of liquidation of the company, the holders of equily shares will be
entitied to receive remaining assels of the company afler distribution of all preferential amounts. The distribution wili be in

proportion e the number of equity shares held by the shareholders.

b} Reconciliation of share capital

As at As at
31 March 2022 31 March 2021
Number Amount Number Amourd
Shares outstanding al the beginning of 198,076 19,807,600 198,076 16,807,600
the year
Shares fssued during the year 38,775 3,877,500
Shares issued during the year for share - - . .
premium
Shares culstanding at the end of the vear 236,851 23,685,100 198,076 19,807,600
c) Details of sharehaolder holding more than 5% shares
As at As at
31 March 2022 31 March 2021
No. of Shares % of Holding No. of Shares % of Holding
Kiroskar Brothers Limited 236,851 100 198,076 100

" 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.
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Note 12: Other equity

Particulars

As at
31 March 2022

Ag at
31 March 2021

{a) Capital redemption reserve 59,858 54,850
{b} Securities premium reserve
Opening balance 4,600,047 47
Add: Securities premium credited on shares issue 4,000,000
Less: Utilised for issue of shares during the year {3,877.500)
122,547 4,000,047
fc) Foreign currency transiation reserve (FCTR)
Opening balance 261,091 354,437
Add: Current year fransfer 308,440 {83,346}
569,531 261,081
{d} Retained Earnings
Opening balance (4,159,420} {8,674,364)
Add: Total comprehensive income for the year {Exciuding FCTR) {1,780,960) 4,414,944
Ciosing balance (5,940,380) {4,158.4200
(5,188,442) 61 577
Note 13 : Financial Liabilities: Borrowings
Particulars As at As al

31 March 2022

31 March 2021

1)

{b}

Non-current
Secured

Term loan from ABSA bank
{Terms of foan : Loan is issued against secunty of building @
(9% p.a. and is repayabie over 1 years)

Term loan from other banks

{Terms of loan : Loan is issued against secunty of Land,
building, equipments @ LIBOR+2.5%. The loan is repayable
in equated instaliments spread over the period 41 June 7023)

Less- Current malurities of non current borrowings disclosed
under the head 'Other Current financial Laabiines (refer nofe
15}

Total non-current borrowings

Current

Secured

Loans repayable on demand from bank

Cash / expori credit facilities and bank overaralts

Terms of loan: Group has short term faciiities carrying
variable interest rate (2% to 8% p.a. based on pnme lending
rates) from various banks. Loans are secured primarily
agains! the trade receivables/ inventory.

Working capitat demand loans

Terms of ioan: Group has working capital demand ioans from
CiTi, ICICE, Barclays and ABSA bank carrying interes! @@ 2%
to 4.65% per annum. Loans are secured prmariy against
the trade receivables/ inventory and corporate guaraniee
issued by Holding company, Kirloskar Brothers |

india,

Total secured loan - Current

Unsecured

Short term loans and advances from banks

{Terms of loan: Subsidiary company Kirloskar Brothers
Thailand has unsecured repayable on demand " Carrying
interest rate between 2.77% 0 3.55%)

Total unsecured loan - Current

Current maturities of long term loan

Totat current borrowings

Total borrowings

407,767

5,659,916

494,048

6,432,567

6,067,683
292,190

5,826,614
169,683

5,775,493

5,736,931

1,763,930

4,304,625

1,385,265

7.863.774

6,068,555

2,524,613

9.249.038

2.642.038

2,624,613

202,190

2,542,038

169,683

8,885,358

11980 7568

14,660,851

17.717.689




Note 14 : Financial Liabilities: Trade payables

Particulars

As al
31 March 2022

Current

Total outstanding dues of creditors other than micre 19,189,043 1AV
enterprises & small enterprises

Total trade payable 19,189,613 21175792

Terms and conditions of the above financial liabilities:

1} Trade payables are non-interest bearing and are normally sellied on 60 (o 90 gays terms

Note 15: Other financial iabilities

Particulars

As at
31 Margh 2022

As al
31 March 2021

Non-current

{a) Financial guaranies contracts and other liabilities 1,349,692 364,061
1,349,692 354.061
Current
{a} Others
Salary & Reimbursements 1,297,154 1,282 876
Provision for expenses 3,534,186 3,371,160
Financial guarantee contracts 846,289 748917
5,777,629 5,402,953
5,777.629 5,402,953
Total other financiat liabilities 7,127,321 5757014
Terms and conditions of the above financial liabilities:
1} Other payables are non-interest bearing and have an average lerm of six months,
Zy  For explanalions on the Group's credil risk management processes, {refer note 343
Note 16: Provisions
Particulars As at As al

31 March 2022

31 March 2021

Non-current

Pension scheme {refer note 32) 173,889 145,370
Provision for product warranty 40,000 40,000
213,889 185,370
Current
Other provision (refer note 31)
Provision for product warranly 886,620 1,041,142
Provision for logs on long term contracts 581,004 254,344
1,467,624 1.285.485
Total provisions 1,681,513 1.480.855
Note 17: Other current liabilities
Particulars As at As at

31 March 2022

31 March 20

Current
{&) Advance from customer 4,473,387 2,451,145
{b} Contribution lowards social securily plans 1,528,144 1,310,893
{c} Statutory dues 16,626 107,330
6,018,157 3.869.368
Total other non<financial liabilities 6,018,157 3,869,368
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Note 18 ! Income tax

{1
{a)

{B)

{c)

The major components of income tax expense for the period ended 31 March 2022 and 31 March 2021 are:

Profit or loss

Particufars

As at
31 March 2022

As al
31 March 2021

Current income tax:

Current income lax charge 100,432 304,530
Adjustments in respect of current income tax of previous year
Deferred tax:
Relating fo origination and reversal of iemporary differences 118,808 277,329
income tax expense reported in the statement of profit or 220,340 581,858
loss
Balance sheet
Deferred tax
Reflected in balance sheet as As at As at
31.March 2022 31 March 2021
[Deferred tax asset 1,769,275 1,509,710
Deferred tax liabifity 87,810 37,213
Net Deferred tax asset 1,681,465 1.472.497
Current tax
Reflected in balance sheet as As at As at
31 March 2022 31 March 2021
Currenl tax Assel/(liability) 385,138 57,785
385,138 57,785
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Note 19: Revenue from contracts with customers

Particulars

Year ended
31 March 2022

Year ended
31 March 2021

{a} Sale of products 103,177,142 106,180,635
(b} Sale of services 391,865 295685
103,569,007 106,476,331
{c) Other operating revenues 412,517 159,179
103,981,523 106.635.510
Note 20: Other income
Particulars Year ended Year ended

31 March 2022

31 March 2021

(a}

Interest Income on financial assets at amortised cost

From cuslomers and others {at effeclive rate of interest) 4,816 538,449
{b) Other non-operating income 2,343,016 72,382,864
2,347,933 2,441,315
Note 21: Cost of materials consumed , Changes in inventories of finished goods, Stock-in -Trade and work-in-
progress
Particulars Year ended Year ended
31 March 2022 31 March 2021
{a} Raw materials including packaging materials consumed 54,131,144 55,876,105
(b} Changes in inventories of finished goods, work-in-progress
and stock-in-frade
Opening Stock
Finished goods 1,014,794 902,882
Work-in- progress 8,981,839 6,331,831
Stock in trade 2,342,980 2,212,030
12,338,612 9.446,843
Closing Stock
Finished goods 1,564,366 1,014,794
Work-in- progress 4,897,569 8,981,839
Stock in trade 2,421,303 2,342,980
8,883,237 12,338,612
3,456,375 {2,892.769)
Note 22: Employee benefits expense
Particulars Year ended Year ended

31 March 2022

31 March 2021

(a)

(c}
{d}

Salaries, wages and bonus

Defined contribution plans/ social securitly expenses
Defined benefit plans (Refer note 32)

Weifare expenses

23,434,364

1,851,263
29,383

349,512

24.094,943

1,892,265
29,278

395,948

25,664,522




Note 23: Finance costs

Particulars Year ended Year ended
31 March 2022 31 March 2021
{a}) Interest expense 962,192 1,150,504
{c}  Other borrowing costs 937,737 955,852

(includes bank guaranice commission. LC charges, loan
precessing charges)

1,898,929 2.106.355
Note 24: Depreciation and amortization expense
Particulars Year ended Year ended
31 March 2022 31 March 2021
{a) Depreciation on properly, plant and equipment 1,534,937 1,763,432
{by Amartization of intangible assels 87,396 81,346
(¢} Depreciation on right to use 912,481 680,263
2,534,815 2,525,091
Note 25: Other expenses
Particulars Year ended Year ended
31 March 2022 31 March 2021
Stores and spares consumed 780,604 1,247 657
Precessing charges 913,715 812,043
Power & fuel 716,134 731,490
Repairs and maintenance
Plant and machinery 303,152 327,488
Buildings 354,632 319,436
Other 291,008 169,135
Rent expenses for short term or low value leases (3,786) 248,741
Rales and taxes 550,434 532,449
Travel and conveyance 704,987 740,091
Communication expenses 271,444 387,277
Insurance 1,468,571 1,372.712
Royalties and fees 84,889 91,181
Freight and forwarding charges 2,447,964 1,885,590
Brokerage and commission 1,352,544 1,501,744
Adverlisements and publicity 330,234 217 477
Provision for producl warranty {13,802} 295,31
Loss on sale/disposal of fixed assels 893 -
Provision for doubtiui debts 175,334 {49,357)
Bad debis wrilten off 52,850 100,633
Auditor's remuneration {refer note 29} 427,696 349,904
Professional, consullancy and legal expenses 1,217,656 1,169,149
Securily services 51,108 33,157
Computer services 950,926 924,859
Stationery & Printing 337,020 248,970
Training course expenses 224,625 178,898
Outside labour charges 727,245 737,579
Foreign exchange foss {nel) 1,108,893 {2.055,063)
Other miscelfaneous expenses 1,788,767 2,193,983
17,615,736 14.712.542
Note 26: Other Comprehensive [ncome
Particulars Year ended Year ended
31 March 2022 31 March 2021
ltems that will not be reclassified to profit or loss
Remeasurement gains and losses - -
ltems that will be reclassified to profit or loss
Foreign currency translation reserve 308,440 (93,346)
308,440 {93,346)




Kirfoskar Brothers [nternational B.V,
Consoclidated notes to accounts
{Amounts in Euro)

Note 27: Contingent liabiiities

Particulars As at As at
31 March 2022 31 March 2021

Other money for which the company is
contingently liable for

Value Added Tax/ Sales Tax / Wilhholding 21,420 35,342
lax / Salary lax {Matter Subjudice)
21,420 35,342
Note 28: Commitments
Particulars As at As at
31 March 2022 31 March 2021
Letler of credit oulstandings 61,525 61,979
Lease and rent commitment due in-
Less than 1 year 508,711 698,118
1o 2 years 349,115 351,313
More than 2 years 934,918 -
1,792,743 1,049,431
1,854,268 1.111.410




Note 29: Remuneration to auditors

Particulars Year ended Year ended
31 March 2022 31 March 2021
a) Audit Fees 298,175 235 478
) Tax Aodit Fees 1,784 49,515
oy VAT audit fees 29,094 705
i} Limited review 14,945 17.356
d) Other services 83,698 46,850
e) Expenses reimbursed - .
Total audit fees 427,696 349,904
Note 30: Earnings per share {Basic and diluted)
Particulars Year ended Year ended

31 March 2022

31 March 2021

a} Profit lor the year before tax
Less : Attributable Tax thereto
Add- Share in profit/(loss) of joint venture
Profit after Tax

13

used as denominator

e} Basic and diluted earning per share of
nominal vaiue of Euro 100- sach

Weighted average number of equity shares

{1,560,619} 4,996,805
220,341 581,861
{1,780,960) 4,414,044
236,851 198,076
(7.52) 2229

Note 31: Movement in provision

Particulars Provision for Provision for long Total
product warranty term contracts

Carrying amount as at 1,040,169 386.871 1.427.040

1 April 2020

rovision during the year 2020-21 295,311 - 295,311

Amount Wilized during the year 2020-21 (254,338) (132.527) {386,865)

Carrying amount as at 1,081,142 254 344 1,335,487

31 March 2021

Provision during the year 2021-22 (nat of (13,802} 326,660 312,859

reversat)

Amount uliized during the year 2021-22 {140,720) - (140,720)

Carrying amount as at 926,620 581,004 1,507,625

31 March 2022




HKirioskar Brothers Internationat B.V.
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Note 32: Employee benefits

i. Detined Contribution Plans:

Amount of Euro 18,651,263 & (Furo 18,92.285) is recognised as an expense and included in Employees benefits
axpense {Note-22 in the Profit and Loss Stalement.)

ii. Defined Benefit Plans:

Subsidiary company, Kirdoskar Brothers (Thailand) Limited operates Legal Severance Pay Plan as provided in
accordance wilh the Labor Protection Acl in Thailand. Delalls of the plan are as-

The scheme is applicable to all employees immediately upon hire. Company has obligations 1o pay the legel
segverrance pay lowards its employees when they reach a relirement age. H is determined based on the
employee’s age, length of employment services and salary increase rate. among etc as -

a) The amounts recognised in Balance Sheet are as follows:
Particulars Unfunded pension plan| Unfunded pension
plan
31 March 2022 31 March 2021
Present Value of Deflined Benelit Obligation 173,889 145.37¢
173,889 145,370
b} The amounts recognised in the statement of profit and Loss are as follows:
Particulars Unfunded pension plani Unfunded pension
plan
31 March 2022 31 March 2021
Current Service Cosl 27,159 27,037
Past service cost - 465
Net intaresl {income)expenses 2,225 1,776
29384 29,278
¢} The changes in the present value of defined benefit obligation representing reconciliation of opening and

Years of service

Amount of LSP

2 120 days but <1 year
1 yearlo <3 years

3 years {0 <0 years

6 years to <10 years
10 years to <20 years
20 years or more

30 days of plan wages
90 days of plan wages
180 days of plan wages
240 days of plan wages
300 days of plan wages
400 days of plan wages

closing balances thereof are as follows

Particulars Unfunded pension plan] Unfunded pension
plan
31 March 2022 31 March 2021
alance of the present valug of Defined 145,370 118,593
benefil Obligation at the beginning period
Interest expenses 2,225 1.776
Current Service Cost 27,159 27,037
Past service Cost - 465
Present value of obligation as at the end of
the period
Benefils paid (54,482)
Remeaswement gains and losses -
recognised in QCl
Forex difference (865) {2,501)
173,889 145,370




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

Discount rate as al 31 March 2022 2.52% (PY: 1.73%)
Satary growth rale - 4.0% {FY - 4%)
Arition rate: 15%-30% (PY:15%-30%)

e} Sensitivity analysis
Sensitivily analysis indicates the influence of a reasonable change in cerlain significant assumptions on the

cutcome of the Present value of obligaion(PV0). Sensitivity analysis is done by varying (increasing/ decresing)
ane parameler al a lime and sludying its impact

Change in assumption As at 31 March 2022 As al 31 March
Discount rate

increase by 1% to {13,214) {12,202}
Decrease by 1% 1o 14,971 13,802
Salary increase rate

Increase by 1% to 17,725 14,898
Decrease by 1% to (15,751} (13,271)

Withdrawal rate
increase by 20% of base assumplion {16,258} (13,453}
Decrease by 20% of base assumption 21,707 17,834
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Note 33: Fair Value Measurements

As per assassments made by the management fair values of all financial inslruments carried al amaortised costs are not
malerially different from thefr carrying amounts since they are either shor term nalure or the interest rales applicable are
equal to the current market rate of inlerast

Sr.No Particulars Carrying value
As at As al
31 March 2022 31 March 2021

Levelled at Level 2
Financial asset

a) |Carried at amortised cost

Trade receivable 18,092,704 19,776.310
Other financial assets 511,971 221129
Cash and cash equivalent 5,051,416 $,329,553

_— 23,656,091 28,326,993

Levelled at Level 2
Financial Liabilities

a) iCarried at amortised cost

Borrowings 14,660,851 17.717.690
Trade payable 19,189,013 21,175,792
QOther current financial kabilities 4,831,340 4.654,036
Financial guarantee contracls 2,295,981 1,102,878
Lease liabifity 1,694,308 3,092 836

42,671,494 47,743,333
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Note 34: Financial risk management policy and objectives

Group's principat financial liabililies, comprise [vans and borrowings. rade and other payables. The main purpose of these financial liabiliies is lo
finance group's operations. Group's principal finandlatl assels include trade and other receivables, security deposils and cash and cash equivalents,
thal derive directly from its aperations

n order o minimise any adverse effecls on the financial performance of the group, it has taken various measures This note expiains (he source of

risk which the entily is exposed to and how Lhe entity manages the risk and impact of the same in the financial slalements.

Risk

Exposure arising from

Measurement

Management

Credit

Cash and cash equivalents, trade
receivabies, financial assels measured at
amorised cosi.

Aging analysis, Exlernal
credil rating (wherever
available)

Civersification of bank deposits, credit
limits and letters of credil

Liquidily risk

Borrowings and other liabilifies

Rolling cash flow forecasts

Availability of committed credit lines and
borrowing facifilies and guaranlees given
by ultimate holding company,’ Kirloskar
Brothers Limited, India’

Market risk- Foreign Currency
Risk

Recognised financial assels and labilities
nol denominated in fuctional currency of
respective subsidiary

Sensitivity Analysis

Management follows established risk
management policies, including use of
derivatives like foreign exchange forward

coniracts, where the economic conditions
malch the group's policy.

Balanced toan porifotio of fixed and
variable rate of inlerest loan

Market risk- Interesl rate risk Long-lerm borrowings at variable rales Sensitivity Analysis

The group's risk management is carried oul by management, under policies approved by the board of direciors. Group's treasury identifies, evaluales
and hedges financial risks in ciose co-operalion wilh the group’s operating units. The board provides written principles for overall risk management, as
well as policies covering specific areas, such as foreign exchange risk, credit risk, and invesiment of excess liquidily.

{A) Credit Risk

Credit risk in case of the Group arises from cash and cash equivalents, deposils with banks and financial instilutions, as well as credit EXPOsSuUres to
customers inciuding ouistanding receivables.

Credif risk management

Credit risk arises from the possibility that counter parly may not be able 1o seliie their obligations as agreed. To manage this, the group pericdically
assesses the reliability of customers, taking inlo account the financial condilion, current economic frends, and analysis of hislorical bad debis and
ageing of accounts receivable. Individuat risk limits are set accordingly.

The group considers the probabilily of defaull upon initial recognition of assel and whether there has been a significant increase in credil risk on an
ongoing basis throughout each reporting period. To assess whether there is a significant increase in credil risk the group compares the risk of a default
occurring on the assel as at the reporting date wilth the risk of default as at the dale of inilial recognition. It considers reasonable and supportive

forward looking information such as:

(i Actual or expecled significani adverse changes in business,

(i) Aclual or expected significant changes in the oparating resulls of the counterparty,

(i) Financial or economic conditions that are expecled (o cause a significant change to counterparty's ability to meet its obligations,

(iv) Significant increases in credit risk on other financial instruments of the same counlerparty,

{v} Signilicant changes in the value of collateral supporling the obligation or in the quality of third-party guarantees or credit enhancements.

The group provides for expecled credil loss in case of trade receivables and security deposils when there is no reasonable expeciation of recovery.
such as a debtor declaring bankrupicy or faifing to engage in a repayment plan with the group. The group categorises a receivable for provision for
doubtful debtsiwrile off when a deblor fails to make contraclual payments on case 1o case basis. Wheare loans or receivables have been wrillen off,
lhe group conlinues to engage in enforcement activily to attempl 1o recover the receivable due. Where recoveries are made, these are recognised in
profil or loss.




Provision for expected credit loss

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

As at As at

Exposure to Risk 31 March 2022 31 March 2021
Securily Deposils 477,772 207.798
Less : Expecled Loss - -

477,772 207,798
Other financial assel 34,199 13,331
Less | Expected Loss - -

34,188 13,331
Trade receivabies
As at As al
31 March 2022 31 March 2021

Trade Receivables
Neither past due nor impaired 5,832,019 7,832,462
Past due but not impaired
Less than 180 days 9,265,364 9,308,743
181 - 365 days 721,573 519,950
More than 365 days 2,273,749 2,114,655
Total 18,092,704 19,776,310
Reconciliation of loss provision
Trade receivables Amounts
Loss allowance as at 1 April 1,168,676
2020
Changes in loss aliowance (360,949)
toss allowance as al 31 March 807,727
2021 )
Changes in loss aliowance {160,768)
Loss affowance as at 31 March 646,958
2022

{B) Liquidity risk

Prudert liquidity risk managemenl 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 o the dynamic ralure of the underlying businesses, group maintains
flexibility in funding by maintaining availability under commitied credit lines.

Management monitors rolling forecasts of the group's fquidity position (comprising the undrawn borrowing faciities below) and cash and cash
equivatents on the basis of expecled cash flows. This is carried oul in accordance with praclice and limils sel by the group. In addition, the group’s
liquidity management policy involves projecting cash flows and considering the level of liquid assels necessary 1o maetl these, moenitoring balance
sheet fiquidily ratios agains! internal and exlernal regulatory requirements and mainlaining debl financing plans.

Exposure to Risk As at As al

31 March 2022 31 March 2021
Interest bearing borrowings
0On demand 8,693,168 11,791,076
Less than 365 days 292,190 189,683
More than 365 days 5,775,493 5,736,931
Total 14,660,851 17,717 689
Other financial liabilities
On demand
Less than 365 days 5,777,629 5,402,853
More than 365 days 1,349,692 354,061
Tatal 7,127,321 5757014

Trade payables

On demand
Less lhan 365 days 16,975,849 17,550,162
More than 365 days 2,213,064 3,625,640

Total 19,189,013 21,175,792
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Note 34: Financial risk management policy and objectives {continued)

(C) Foreign Currency Risk

The group is exposed to foreign exchange risk mainly through s sales Lo overseas cuslomers and purchases from
overseas suppliers in various foreign currencies.

The group evaluales exchange rate exposure arising fram forsign currency ransactions and the group follows eslablished
rsk management policies, including use of derivatives like foreign exchange forward contracts to hedge exposure ©
foreign currency risk, where the economic condilions match the company's poficy.

Foreign currency exposire |

Financial Assets Currency Amount in Foreign Currengy Amount in Euro

31 March 2022 31 March 2021 31 March 2022 31 March 2021
Trade Receivables GBP 81,967 131,072 96,893 163,824
UsoD 4,631,180 8,752,579 4,171,867 7,404 886
s5GD 2,643 194,349 1,763 123,255
AED - 34,327 - 7.967
Bank Accounts GEP 98,359 28,809 116,270 33,915
Lsh 687,845 337,284 619,624 287,662
SGD 13,698 3,922 9,136 2,487
VYND - 12,254,442 - 474
AED 16,307 8,950 4,487 2,077
CZK 719,330 1,932,802 29,493 70.720
DR 142,567,484 107,528,667 8,973 6,314

Financial Liabilities Currency Amount in Foreign Currency Amount in Eurg

31 March 2022 31 March 2021 31 March 2022 31 March 2021
Trade Payables GBP 1,599 2,242 1,880 2631
usD 204,414 186,560 184,140 159,113
SGD - 23,681 - 14,638
AED 175,823 69,020 40,861 16,020

R 11,435,000 - 720 -

Currency wise net exposure

{ assets - labilities )

Particulars

Amount in Foreign Currency

Amount in Euro

31 March 2022

31 March 2021

31 March 2022

31 March 2021

GBP
usH
SGD
VND
CZK
AED
IDR

178,727
5,114,621
16,341
719,330
{156,516)
131,132,484

157,729
8,903,303
175,190
12,254,442
1,932,802
(25,743)
107,528,667

211,274
4,607,352
10,898

29,493
{36,374}
8,253

185.108
7,503,435
111,104
474
70,720
15.976)
6,314

Sensitivity Analysis

Currency Amount in Euro Sensitivity %
31 March 2022 31 March 2021
GBpR 211,274 185,108 4.33%
usb 4,607,352 7.583,435 3.25%
SGD 10,898 111,165 3.60%
VND - 474 2.99%
CZK 29,493 70,720 5.89%
AED {36,374} (5.975) 1.92%
DR 8,253 6,314 9.70%
Total 4,830,895 7,961,181
Currency Impact on profit (strengthen) Impact on profit (weakening)
31 March 2022 31 March 2021 31 March 2022 31 March 2021
GBeE {4,148} {8.0%5) 9,148 8,015
Uso (149,739) {246,787 149,739 246,787
SGD (392) (4,000} 392 4,060
VNG - (14) - 14
CzZK {1,737) {4,166) 1,737 4,166
AED 698 115 {698) {(115)
DR {801} (612) 801 Gi2

(EGP- Egyptian Pound, GBP - Great Britain Pound, EUR- Euro, SEK- Swedish Krona, USD - US Doliar, VND-
Viglnamese Dong, SGD- Singapore Daltar, JPY - Japanese Yen, OMR - Omani Rial, AED-Arab emirates Dirham)
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Note 3% : Capital management
a) Risk Managemers

The groupr's objectives when managing capital are to

saleguard it's ability 10 continug as a going concern. 50 that # can continue to provide returns for shareholders and
penefits for other stakeholders, and

“Maintain an optimal capital structure 1o reduce the cost of capital,

In order to maintain or adjust the capital structure, the group may adjust the amount of dividends paid 1o
shareholders. return capital to shareholders, issue new shares or sell assels fo reduce debt

In case of financial difficulties, the witimate holding company, provides financial support through infusion of additional
equily and issuing corporale guarantees 1o banks for facilitating additional borrowing facilities

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

31 Margh 2022 31 March 2021

Loans and borrowings 14,660,851 17,717,689

Less: Cash and cash equivalents and 5,061,416 6,328,553

other bank balances

Net debt 8,609,435 11,388,136

Equily 18,496,658 19,966,178

Capital and net debt 28,106,093 31,357,314

Gearing ratio 34% 36%
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