MUKTA ARVIND AND ASSOCIATES

\ Chartered Accountants

INDEPENDENT AUDITORS’ REPORT
To the Members of Mahen Distribution Limited
Report on the Audit of the Financial Statements

1. Opinion

We have audited the financial statements of Mahen Distribution Limited(“the Company™), which comprise
the balance sheet as at 31 March 202 1, and the statement of profit and loss (including other comprehensive
income). statement of changes in equity and statement of cash flows for the year then ended, and notes to

the tinancial statements, including a summary of the significant accounting policies and other explanatory
information.

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid financial statements give the information required by the Companies Act, 2013 (“Act™) in the
manner so required and give a true and fair view in conformity with the accounting principles generally
accepled in India, of the state of affairs of the Company as at 31 March 2021, and profit and other
comprehensive income, changes in equity and its cash flows for the year ended on that date.

2. Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing (SAs) specified under section
143(10) of the Act. Our responsibilities under those SAs are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of the
Company in accordance with the Code of Ethics issued by the Institute of Chartered Accountants of India
together with the ethical requirements that are relevant to our audit of the financial statements under the
provisions of the Act and the Rules there under 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.

3. Information Other than the Financial Statemenis and Auditors’ Report Thereon

The Company’s management and Board of Directors are responsible for the other information. The other
information comprises the information included in the Company’s annual report, but does not include the
financial statements and our auditors’ report thereon.

Our opinion on the financial statenients does not cover the other information and we do not express any
torm of assurance conclusion thereoi.”

In connection with our audit of the financial Statements, our responsibility is to read the other information
and, 0 doing so, consider whether the other information is materially inconsistent with the financial
statements er our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material misstatement of this oth
we are required to report that fact. We have nothing to report in this regard.
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4. Management's Responsibility for the Financial Statements

The Company’s management and Board of Directors are responsible for the matters stated in section 134(5)
of the Act with respect to the preparation of these financial statements that give a true and fair view of the
state of affairs, profit/loss and other comprehensive income, changes in equity and cash flows of the
Company in accordance with the accounting principles generally accepted in India, including the Indian
Accounting Standards (Ind AS) specified under section 133 of the Act. This responsibility also includes
maintenance of adequate accounting records in accordance with the provisions of the Act for safeguarding of
the assets of the Company and for preventing and detecting frauds and other irregularities; selection and
application of appropriate accounting policies: making judgments and estimates that are reasonable and
prudent; and design, implementation and maintenance of adequate internal financial controls that were
operating effectively for ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the financial statements that give a true and fair view and are fre¢ from
material misstatement, whether due to fraud or error.

[n preparing the financial statements, management and Board of Directors are responsible for assessing the
Company’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 Company
or to cease operations, or has no realistic alternative but to do so.

Board of Directors is also responsible for overseeing the Company’s financial reporting process.
5. Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the 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 it 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 financial statements.

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

o lIdentify and assess the risks of material misstatement of the 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, misrepresentations, or the override of internal control.

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

e 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 Company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to continue as a going concern.




* Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit,

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.

From the matters communicated with those charged with governance, we determine those matters that were
o' most significance in the audit of the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditors’ report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

6.  Report on Other Legal and Regulatory Requirements

(i) As required by the Companies (Auditors’ Report) Order, 2016 (“the Order™) issued by the Central
Government in terms of section 143 (1 1) of the Act, we give in the “Annexure A” a statement on the
matters specified in paragraphs 3 and 4 of the Order, to the extent applicable.

(i) As required by Section 143(3) of the Act, we report that:

a) We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit,

b) In our opinion, proper books of account as required by law have been kept by the Company so far
as it appears from our examination of those books.

¢)  The balance sheet, the statement of profit and loss (including other comprehensive income), the
statement of changes in equity and the statement of cash flows dealt with by this Report are in
agreement with the books of account.

d) In our opinion, the aforesaid financial statements comply with the Ind AS specified under section
133 of the Act. -

¢)  On the basis of the written representations received from the directors as on 31 March 2021
taken on record by the Board of Directors, none of the directors is disqualified as on 31 March
2020 from being appointed as a director in terms of Section 164(2) of the Act.

f)  With respect to the adequacy of the internal financial controls with reference to finapcial
statements of the Company , As per the Board of Directors of the company, in view of the MCA
Notification No. G.S.R, 583(E) dated 13 June 2017, the company is exempt from the
requirements of clause (i) of section 143(3) and therefore the report on adequacy and operating
effectiveness of internal financial controls is not being made. =t




g) With respect to the other matters to be included in the Auditors’ Report in accordance with Rule

I of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our
information and according to the explanations given to us:

1. The Company has no pending litigations as at 31 March 2021.

The Company did not have any long-term contracts including derivative contracts for which
there were any material foreseeable losses.

iii. There has been no delay in transferring amounts, required to be transferred, to the Inyestor
Education and Protection Fund by the Company

(iif)  With respect to the matter to be included in the Auditors’ Report under section 197(16):

The Company is a private limited company and accordingly the requirements as stipulated by
the provisions of section 197(16) of the Act are not applicable to the Company.

Kiimd B man &

Parine

Place: Chandigarh :
Date: 14 June,2028 Membership No. 91661




MAHEN DISTRIBUTION LIMITED

(CIN - U93000CH2009PLCO31 625)

Balance Sheet as at 31 March 2021

(Amount in Rupees unless stated otherwise)

As at As at
Particulars

- Hae 31 March 2021 31 March 2020
ASSETS

Non-current assets

Neon-current investments 1 8,40,03,120 6,40,03,130
Income tax assets 2 1,88,846 1,88,848
Total non-current assets 8,41,91,976 8,41,91,976
Current assets

Inventories 3 4278128 1,03,19,571
Financial assets I
-Trade receivables 4 110,672 478,511
-Cash and cash equivalents 5 15,04,340 29,35.302
Other current assets ] 66,38,262 74,716,564
Total currant assets 1,25,31,702 2,12,10,348
Total assets 9,67,23,678 10,54,02,324
EQUITY AND LIABILITIES

EQUITY

Equity share capital 7 6,00,57,000 6,00,57,000
Other equity 8 {64,72,808) (37,20,550)
Total equity 5,35,84,194 5,63,36,450
LIABILITIES

Non-current liabilities

Financial liabilities

-Borrowings

Total non-current liabilities -

Current liabilities

Financial liabilities

-Borrowings 9 1,50,00,000 1,50,00,000
-Trade payables 10 2,69,99,545 330,156,104
-Other financial liabilities G| 9,566,700 8,76,072
Other current liabilities 12 1,83,239 74,698
Total current liabilities 4,31,39,484 4,90 65,874
Total liabilities 4,31,39,484 4,90,65,874
Total Equity and Liabilities 9,67,23,678 10,54,02,324

The notes referred to above form an integral part of the Ind AS financial staternen ts.

per our report attached for the balance sheet

For and on behalf of the Board of directars
Mahen Distribution Limited

W
/" CRaja8bknar V S Mathur

Directar Director
DIN: 08690770 DIN:Q7910605

Place: Chandigarh
Dated: [£4,06 2.0 %)

VDTN 21691461040 A Bo Y38




MAHEN DISTRIBUTION LIMITED
{CIN - U93000CH2009PLC031625)

Statement of Profit and Loss for the period ended 31 March 2021
{Amount in Rupees unless stated otherwise)

Note For the year ended For the year ended
31 March 2021 31 March, 2020
Particulars
CONTINUING OPERATIONS
Revenue from operations 13 5531817 1,67,85777
Other income 14 - | 8,500
Total Income 55,31,617 1,57,72,277
EXPENSE
Purchase of stock-in-trade 15 - -
Changes in inventories of finished goods and stock-in-trade 18 60,41,843 1,18,05,581
Employee benefit expense 17 - -
Finance costs 18 18.82,722 23,089,286
Other expenses 19 2,49.308 17,39,208
Total expenses 82,83,873 1,58,54,076
Praofit (loss) before tax from continuing operations (27,52,256) (81,799)
Tax expense:
Current tax charge -
MAT Credit Entitlernent -
Deferred tax charge (credit) 4
Profit/(loss) for the year (27,52,258) (81,799)
Earnings per equity share [Nominal value of Rs.10 (previous year Rs.10)]
Basic (Rs.) (0.48) {0.01)
Diluted (Rs.) (0.48) (0.01)

Significant accounting policies

The notes referred to above form an integral part of the Ind AS financial statements,

As per oul report attached to the balance sheet

4 Arvind and Associates
ﬁccoumam‘s ;

For and on behalf of the Board of djrectors
Mahen Distribution Limited

M L il
C Raj ar VSMathur

) Diractor Drrecfor
mbershlp No.,081661 DIN 08690770 DIN:O7810605

Place : Chandigarh

Dated: /406 202




MAHEN DISTRIBUTION LIMITED

(CIN - U93000CH2009PLCO31625)

Cash flow statement for the year ended 31 March 2021
(Amount in Rupees unless stated otherwise)

Particulars

A, Cash flow from operating activities:
Net profit before tax from eontinuing eperations
Adjustments for:
Depreciation
Deferred Tax
Loss on sale of fixed assets
Provision of doubtful debts
Bad debts written off
Dividend Income
Interest expense
Interest income
Less: Tax paid
Operating profit before working capital changes
Adjustments for:
(Increase) / decrease in trade and other receivables
(Inerease) / decrease in |oans and advances
(Increase) / decrease in inventories
Increase / (decrease) in irade payables
Increase / (decrease) in other current liabilities
Short term provisions

For the year ended
31 March 2021

(27,52,256)

15,88 514

3,67,539
8,38,302
60,41,843

(60,15,559)
89,169

For the year ended
31st March 2020

(81,799)

22,853,654

3,45,489
25,47,212

1,18,05,581
(85,34,043)
(45,12,374)

Cash flow from operating activities before taxes
Direct taxes paid / (refunds) (net)

557,552

35,55,720

Net cash flow from operating activities

5,567,552

35,565,720

B. Cash flow from investing activities;
(Increase) / decrease in Investments

Net cash used in investing activities

C. Cash flow from financing activities:
Proceeds from issue of capital
Proceeds of long term borrowings (net of repayment)
Repayment of Demand Loan
Increasef{decrease) in short term borrowings
Increasel/{decrease) in unsecured loans
Interest paid
Dividend paid

(19,88,514)

(22,85 654)

Net cash used in financing activities

(19,88,514)

(22,85,654)

Net increase/(decrease) in cash and cash equivalents
Opening cash and cash equivalents

{14,30,962)
29,35,302

12,70,066
16,65.236

Closing cash and cash equivalents

15,04,340

29,35,202

Notes:
1 Cash and cash equivalents include:

Balance with banks

15,04,340

29,35302

2 The cash flow statement has been prepared in accordance with “Indirect Methad"
Statement on Cash Flows"

3 Refer ndie

no.1 for significant accounting policies.

iR No. 0916869

Place : Chandigarh

Dated: f,(,_ 0bL- 2.0}

as sel out In Indian Accounting Standard-7 on *

For and on behalf of the Board of directors

¥
p V S Mathur

Director

DIN: 08630770

Director

DIN:07910605




Mahen Distribution Limited
(CIN - U93000CH2008PLC031625)
Statement of changes in Equity for the year ended 31st March 2021

a. Equity share capital

Total

Balance as at 1st April,2019

5,70,00,000

Changes in equity share capital during 2019-20

Balance as at 31st March 2020

| 5.70,00,004

Changes in equity share capital during 2020-21

Balance as at 31st March 2021

5,70,00,000

b.Other Equity

Particulars

Retained earnings

Compulsory convertible
cumulative
shares

preference

Securties premium

Total Other Equity

Balance as at 1st April,2019

(1,84,75,750)

(1.78,12,200)

2,95,10.400

75,129

-Loss for the year

(81.799)

(81,799

-Issue of equity shares on account of conversion of compulsory convertible

cumulative preference shares

-Securities premium on the equity shares issued on conversion of
compulsory cenvertible cumulative preference shares

As at 31st March 2020

[1.85,57,549)

(1,78,12,200)

2.05,10,400

(6,670

-Issue of equity shares on account of conversion of compulsory convertible
cumulative preference shares

-Securities premium on the equity shares issued on conversion of
compulsory convertible cumulative preference shares

-Loss for the year

(27,52,256)

(27.52,256

As at 31st March 2021

(2,13,09,805)

(1,78,12,200)

2,9510.,400

(27,58,926

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

Place : Chandigarh

Dsted: [4),06. 20|

For and on behalf of the Board|of directors
Mahen Distribution Limited

ekhar
Director
DIN:086907 70

| V S Mathu
| Director|
DINIOTI710605




MAHEN DISTRIBUTION LIMITED

(CIN - U33000CH2009PLCO31625)

Notes forming pan of the accounts as on 31 March 2021
(Amount in Rupges unless stated otherwise)

MAHEN DISTRIBUTION LIMITED
{CIN - US3000CHZ009PLG031625)

Notes forming part of the accounts as on 31st March;, 2020
(Amount in Rupees uniess stated otherwise)

1. Long term investment
1,700,000 (dravious year 1,700.000) Equity shares of Ethos Limiled of
Rs. 10 each fully paid up at cost

531,883 Equity shares (Previous year -531883) of Ethos Limited of Rs,
10 each fully paid up at premium of Rs 90 cach

5157 (previous year 5157) Equity shares of Ethos Limited of Rs, 10 each
fully paid up. at premium of Rs 180 each

SA000 Equily shares of Elhos Limited of Rs. 10 each fully paid up at
premivm of Rs 219 sach

2. Income Tax Assets
MAT credit entitterment AY 2014-15

MAT credit entitlement AY 2015-16

3. Inventories
Finished goods for trading
Add: goods-in Iransit

4. Trade receivables
{Unsecured and considered good, unless otherwise staled)
-Debts oustanding for a period ing 5ix menths, Idered good
-from cthers

-Other dedts, considered good

5. Cash and cash equivalents
Balances with banks In current accounts

6. Other Current Assets
GST Recoverable
Prepaid Expanses =T

As at 31 March 2029

1,70,00,000

531,898,300
9,759,830

1.28.24 000
8,40,03,130

85 664
1.02,182
1,88,846

42,78,128

4Z,78,128

1,10.872

1,410,972
_ "<

15,04, 340
15,04,340

11,850
66,38, 262

As at
3 March 2020

70,006,000

5,31,89,300

978,830

o

,28,24,000
0,03,130
st |

U

BE5684
Q2,182
(B3,846

e

N

78,511
T8 511
Nt

2835302

253 302

74,569,189
| 7375

74,786,564




MAHEN DISTRIBEUTION LIMITED

(CIN - LI93000C H2009PLC 0316 25)

Notes furming part of the accounts as on 31 March 2021
(Amount in Rupees unless stated otherwise)

As at As at
31 March 2021 41 March 2020
7. Share capital Number of shares Amount  Number of shares Amount
Authorised
Equity sharas of Rs. 10 each 73,50,000 7,35,00,000 73,50,000 7,35,00,000
12 % Cumulative preference shares of Rs. 56 sach 2,30,000 1,28,80,000 230,000 1_iB,an,mn
12% Cumulative preference shares of Rs. 65 sach 1,00,000 65,00,000 1.00.000 E:E,DO. 000
76,80,000 S.ZBJUEOCIIJ 76,80,000 0,28, 80,000
d, opti subscri dl pai
Equity shares of Rs.10 each fully psid up 80,05, 700 §,00,57,000 50,05,700 B,00,57,000
60,085,700 5,00,57,000 60,085,700 6,00,57,000
{a) Re ion o ital o ing as begin
at the eng of the year
a) Equity shares of Rs. 10 each fully paid up
Al the beginning of the year 60,086,700 6,00,57,000 80,05,700 6,0p,57,000
Add: converted during the year = : - -
Al the end of the year 60,05, 700 6,00,57,000 60,05,700 6,00.57,000
{b) The Compary has only one class of equily shares having par value of Rs. 10 per share, Each holder of equity shares is ontitled Lo one vate per share except for the members whose calls
arg in arears. The Company declares and pays dividends in Indian Rupses. The dividend proposed by the Board of Direclors (except for interim dividend) is subjec! to approval of the
shareholders in the ensuing Annual General Meeting.
In the ewvent of liquidation of the Company, the holders of equity shares will e entitled to recelve the remaining assets of the Company, after disiribution of all preferential amao lnts. The
distribution will be in proportion 1o the number of equity shares held by thie shareholders,
(e ) Shares held by ultimate holding company/ holding ¢ v and their ies! associates
A= at 31 March 2034 As at 31 March 2020
Number of shares Amaount Mumber of shares Amount
SlAvahaker it Re. 70 spch fully pare iy 59,258,700 5,92,87,000 50,28 700 5,92,87,000
KDDL Limited (wodding company / ultimate halding cormpany) f
fd ) Details of shareholders holding more than 5% shares of the Company
As at 31 March 2021 As at 31 March 2020
Number of shares % holding  Number of shares % halding
Equity shares of Rs. 10 each fully paid up held by 50.26,604 9872 59,28,694 88 72
KDDL Limited |
B. Other Equity As at 31 March 2021 As at 31 March 2020
i Cor Converdible Cumulative Broef, 28 Shares
Balance at beginning of the year C =
Issue of equity shares on account of conversion = =
Balance at the end of the year = | -
—_— —_—
(il Retained Earnings
Balance at baginning of the year (1,84,75,750) (1,8383851)
Add: Profit # (loss) for the year {27,52,258) 41,799
Balance & the end of the year (2,12,28,006) (1,84,75,750)
(iily Securities Premium Reserve
Balance ai begianing of the year 147,556,200 1,47,55,200
Add; [ssue of equity shares on account of conversion of 12% Cumulative I .
Compulsory Conveartiole Preference =1
Balance at the end of the year 1,47,55,200 1,47,65,200
Total {64,72,805) (37,20,550)
Current Non Current
As at As al As at As at
31 March 2021 M March 2020 31 March 31 Margh 2020
9. Borrowing
VBL Innavations Private Limited* 1,50.00,000 = 1,50{00, 000
1,50,00,000 - - 1,60,00,000

* Unsecured Loan from VBL Innovations Private Limited carry an interost rate of 13,25% ( 315! March 2020 - 13.25%) per annum




MAHEN DISTRIBUTION LIMITED

(CIN - U33000CHZ009PLC031625)

Notes forming part of the accounts as on 31 March 2021
(Amount in Rupees uniess stated otherwise)

10. Trade payable As at 31 March 2021 As at 31 March 2020
Other trade payables
- Total outstanding dues lo micro and small entermprises # -

- To refated parties 268,25 545 3,28.43,104
- Others 74,000 72,000
— o tAuue _— p e
2,69,99, 545 33 w
———
# There are no micro, small and medium enterprises, to whom the Company owes dues. which are outstanding for more tan 45 days as at the end of the year, The Information as
required 1o be disclosed in relation to micro, small and meadium i has been 1o the extent such parties have been identificd on the basis of information avai labla with
the: Company.
As at 31 March 2021 As at 31 March 2020
1. Other financial liabilities
Interest dus but not paid 9,168,700 72572
Expenses payable 40,000 3,500
9,56,700 176,072
—_— et
12, Other current liabilities (
TDE Payable 41,7359 | 74,808
GS5T Payabla 1.41,504
Advances from customers = .
1,83,239 74,698
—_— e




MAHEN DISTRIBUTION LIMITED
(CIN - US3000CH2009PLGC031625)

Notes forming part of the accounts as on 31 March 2021
(Amount in Rupees unless stated otherwise)

Particulars

13 . Revenue from operations
Sales(net)

Foot notes:

() Sale of products (net) - Traded goods
Sales of traded goods (net)
Watchas
Qthers

Total

14 . Other income
Exchange Rate Difference
Liabilities no longer payable written back
Rounding Off

15. Purchase of stock-in-trade
Finished goods for trading

Foot notes:

(i) Purchase of stock-in-trade
Watches
Less: Purchase Return
Less: Deemed Credit

Total

16. Changes in inventories of finished goods,work-in-progress and Stock-in-trade
Opening stock
Finished goods for trading

Closing Stock
Finished goods for trading

17 . Employee benefit expenses
Salaries

18. Financial costs

Interest Expenses
Bank charges

19. Other expenses
Rent
Audit fees
Insurance
Rates, Taxes & Fees
General charges
Business Support Services
Total

|
|
For the year ended For the year endeg
31 March 2021 31 March 2020
|
55,31,617 | 1,57.85.7717
55,31,617 | 1,57,65,117
55,31,617 | 1,5765717
- |
55,31,617 1,57,65,7117
I |
6,300
- 8,500
1,03,19,971 2,21,25,55p
1,03,19,971 2,21,25,56p
42,78,128 | 1,03.19,971
60,41,843 | 1,18,05,58}]
19,88,514 22.85,654
4,208 23,650
19,92,722 | 23,009,288
60,000 9,00,000|
1,20,000 1,30,000/
20,916 31,286/
8,392 14,382 |
8,499
40,000 6,655,042
2,49,308 17,39,20¢
A 2 -




a. Related parties and nature of related party relationship, where control exists:

Description of Relationship

Holding / Ultimate Holding Company

Name of the Party

KDDL Limited

b. Other related parties with whom transactions have taken place:

Description of Relationship

Fellow Subsidiaries

Entities over which significant influence is exercised by the Key Management Personnel

Directors

Name of the Party

Ethos Limited

VBL Innovations Private Limited

Mr. Yashovardhan Sabog

c. Transactions with related parties

As at As at
Nature of transactions 31 March 2021 31 March 2020
a) Rent Paid 60,000 9,00,0p
- Ethos Limited 8,65,[000
- KDDL Limited 60,000 35,001
b) Interest expenses 20,38,832 20,38,882
- VBL Innovations Private Limited 20,38,832 20,38,882
c) Business Support Expense - 6,55,042
- Ethos Limited 4 6,55,0M2
d. Outstanding balances as at year end
As at As at
Particulars 31 March 2021 31 March 2020
|
Borrowing/ Payables 4,19,25,545 4,79,43,102
- Ethos Limited 2,68,13,445 3,25,01,807
- VBLInnovations Private Limited 1,50,00,000 1,50,00.000
- KDDL Limited 1,12,100 41, 0
Investments 8,40,03,130 8,40,03,130
- Ethos Limited 8,40,03,130 8,40,03,130
Equity Share Capital 6,00,56,950 6,00,56,950
- KDDL Limited 5,92,86,940 5,92,86,440
- Mr. Yashovardhan Saboo 7,70,010 7,70,0110




Mahen Distribution Limited
Notes to the financial statements for the vear ended 31 March 2021

21 Financial instruments - fair values and risk management

L

{a) Fair valuation of financial assets and liabilities with short term maturities is considered as approximate (o respective carrying amount due 1o the short term maturities of these |
(b) The fair value of borrowings is based upon a discounted cash flow anal ysis that used the aggregate cash flows from principal and finance costs over the life of the debt and curre

Lewvel of At e
Financial instruments by eategory and fair values Naote e 31 March 2021 31 March 2020
era il
: FVIPL  Amorlised cost _FVOCT | FVTPL  Amortised cost  FVOCT
Financial assets (
Non-eurrent
Investments 3 g 8 . i _
Loans 3 - 5 = - = £
Other financial assets 3 4 5 3 e N i
Current
Trade receivables (a) 3 - 1,10,972 - 478,511 5
Cash and cash equivalents (a) 3 - 15,04,340 - - 29,35,302 -
Total = 16,15,311 - - 34,153,812 -
Financial linbilitics
Non-current
Bomrowings (b) 3 = - = - -
Current
Borrowings () 3 - 1,50,00,000 - - 1,50.00,000 -
Trade payables (a) 1 - 2,60.90 545 - 3,30,15,104 -
Other financial liabilities (a} 1 - 9,56, 700 - - 9,76,072 -
Total - 4,19,56,245 - ~ 4.89.91,176

Note:

market interest rates.

There are no transfers between Level 1, Lavel 2 and Level 3 during the year ended 31 March 2021 and 31 March 2020,
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11, Financial risk management

(i) gk management famework

i)

(0]

The Company's board ul‘d_ircms has ovenll responsibility for the establisment and oversight of the Company’s risk mansgement famewark, The Company’s risk manapement palicics are cstablished 10/
identify and analyse the risk fced by the Company, 1o sct Rppropriate risk limits and controls and to monitor risks and adherence o limits. Risk mitagement policics and systeme are reviewed segularly to
effect changes in market conditions and Campany's activitics,

The Campany has exposurg to the following risks arising from financial instruments:
-Credit risk (sec (i),

~Liquidity risk (e (iif));and

~Market risk {see (ivi)

Creddit rigk

Credit risk is the risk of financial Toss o the Company if 3 customer or counterparty o a linancisl insirument fails to mee s contractual obligations. The carrying amount of financial assels sepresenis the
maimum credit risk exposure and arises pringipally from e Company's receivable from custoners and loans,

Trade receivables

The Company’s retail business is pre-dominantly on cash and carry bagis which is largely through credit-card collections. The credit risk on sueh collections is miimimal, since they are primanly ovwned by
customers’ card issuing banks. The Cempany lns adopted 2 policy of dealing with only credid worihy in cage af | ond e eredit risk instifuti

managed by the Company by credit worthiness eheeks.
The Company’s experience of delinguencies and customer disputes have been minimal. Further, Teade and odher recoivables consist of a large namnber of customers, across geogmphics within India, hence, Lhe
Company 15 nol exposed 1o concentration risks,

for 15l is

Coashy and cash equivalents

The Company holds cash and cash equivalents of Rs, 1,504,340 a1 3| March 2021 (31 March 2020 Rs, 2,.935,302). The cash and cash equivalonts are beld with scheduled hanks.,
Ligquelaity risk

Liquidity risk is the risk that the Company will encounter diffieslty in meeting the obligations associaied with its financial liabilities thot are seuled by delivering eash or another fnaawial asscls. The
Company's approach 1o manape liquidity is 1o have sufficieni liquidity to maeet its finbilities when they arc duc. wider both normal and stressed circumstances, witlioat ingurring unacceplable losses or risking

damage to the Company's raputation,

Management manages the liquidity risk by monitoring cash flow forecasts en 4 periodic basis and maurity profiles of financial assets and liabilitics. This monitoring takes into aceount the accessibility of

cash and cash equivalenis.
Py
! I Ty i
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23 Marker Risk

22 Exposure to liguidity risk

The following are the remaining contractual maturities of financial libilities at the reporting date, The amounts are gross and undiscounted, and

31 March 2021 Contractual cash Now

Carrying Total Less than 1 1-5 years More than 5 years
amount vear

Non derivative financial liabilities
-Borrowings(includi -

-Trade payables 2,69,99 545 2,69,99,545 2,69.99,545 . :

-Imterest due but not 9.56,700 956,700 956,700

-Expenses payable 183339 1,83,239 1,83,239 - :
2,81,39,484 1,81,39,484 2,81.39,484 - -

31 March 2020 Contractual cash flow

Carrying Total Less than 1 1-5 years More than 5 years
amount year

Mon derivative financial Liabilities
-Borrowings(mcludi -

-Trade payables 3.30,15,104 3.30,15,104 3.30,15,104
~Interest due but not 972,572 972,572 972,572
-Expenses payable 3,500 3,500 3,500
3,39.91,176 33991176 3,30.91,176 - -

Produet price risk

In a potentially inflationary economy, the Company expects periodical price increases across its retail product lines. Product price increases which are not in lind,
with the levels of customers” discretionary spends, may affect the businessiretail sales volumes Since the Company operates in luxury category, the demand is
reasonably inelastic to changes in price, However, the Company continually monitor and compares prices of its products in other developed markets as its cu s[umcrﬁl:
tend to compare prices across markets. In the event thal prices deviate signi ficantly unfavorably from the markets, the Company negotiates with its prinei pals far
change of prices| The Company also manages the risk by offering judicious product discounts to retail customers 1o sustain volumes, The Cormpany nezotiates with|
its vendors for purchase price rebates such that the rebates substantially absorb the product discounts offered 1o the retail customers, This helps the Company protect|

itself from significant product margin losscs
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b) Currency risk
There is no financial liability designated in foreign currency.

Capital Management

(i) Risk management
"The Company’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain
future development of the business. The management monitors the return on capital. The Company monitors capital using a ratio of
'adjusted net debt' to ‘total equity. For this purpose. adjusted net debt is defined as total borrowings net of cash and cash equivalents
and other bank balances. Equity comprises all components of equity (as shown in the Balance Sheet).

The Company's adjusted net debt to equity ratio was as follows,

31 March 2020 31 March 2020
Total liabilities 4,3) .39 484 4,90.65,874
Less: cash and cash equivalents (15,04,340) (29,35.302)
Adjusted net deht 4,16,35,144 4.61.30,572
Total equity 3,35.84.194 5,63,36.450
Adjuste ' i i 0.78 0.82

For and on behalf of the Board of directors

e

irterel Accountants
ol tion No: 018341N

ind Kurpar C Raja V S Mathur
Partner { Director Director
Membership No. 091661
DIN: 08690770 DIN.O7970605

Place : Chandigarh

Dated: ’9'06-10?-’
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Reporting entity

Mahen Distribution Limited (‘MDL' or 'the Company"), a subsidiary of KDDL Limited, is a limited liability company
and was incorporated on 28" May 2009, The Company’s business consists of trading of watches, accessories and
luxury items.

Significant accounting policies
a) Basis of preparation
i} Statement of compliance

These Ind AS financial statements (“financial statements™) have been prepared in accordance with Indian Accounting
Standards (Ind AS) as per the Companies (Indian Accounting Standards) Rules, 2015 and the Companies (India
Accounting Standards) Amendment Rules, 2016 notified under section 133 of Companies Act, 2013, (the ‘Act’) and
other relevant provisions of the Act.

The Company’s financial statements upto and for the year ended 31 March 2018 were prepared in accordance with the
Companies (Accounting Standards) Rules, 2006, notified under section 133 of Companies Act, 2013, (the *Act’) and
other relevant provisions of the Act.

As these are Company’s first financial statements prepared in accordance with Indian Accounting Standards (Ind AS),
Ind AS 101, First time adoption of Indian Accounting Standards has been applied. The transition was carried out from
Indian Accounting Principles generally accepted in India as prescribed under section 133 of the Act, read with rule 7
of the Companies (Accounts) Rules, 2014 (IGAAP), which was the previous GAAP,

The financial statements were authorized for issue by the Company’s Board of Directors on 9t June, 2021.

i) Functional and presentation currency

The functional currency of the Company is the Indian ru pee. These financial statements are presented in Indian rupees.

ifi) Basis of measurement
The financial statements have been prepared on the historical cost basis except for the following items:
Items Measurcment basis

Certain financial assets and liabilities Fair value
(including derivative instruments)

iv) Use of estimates and judgments

The preparation of financial statements in conformity with Generally Accepted Accounting Principles (GAAP) requires
management to make judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses and the disclosure of contingent liabilitics on the date of
the financial statements. Actual results could differ from those estimates. Estimates and underlying assumptions are

reviewed on an ongoing basis. Any revision to accounting estimates is recognised prospectively in current and futu re
periods. P e piciiticite I
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v) Measuremeni offa.r'r vafue.s

A number of the Company’s accounting policies and disclosures require measurement of fair values, for both financial
and non-financial assets and liabilities. The Company has an established control framework with respect to
measurement of fair values. This includes the top management division which is responsible for overseeing all
significant fair value measurements, including Level 3 fair values. The top management division regularly reviews
significant unobservable inputs and valuation adjustments. If third party information, is used to measure fair values,
then the top management division assesses the evidence obtained from the third parties to support the conclusion that

these valuations meet the requirement of Ind AS, including the level in the fair value hierarchy in which the valuations
should be classified. '

Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in the valuation
techniques as follows:

- Level 1: quoted prices (unadjusted) in active markets for identical assets and liabilities.

- Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices)

- Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs)

When measuring the fair value of an asset or liability, the Company uses observable market data as far as possible. If
the inputs used to measure the fair value of an asset or liability fall into different levels of the fair value hierarchy, then
the fair value measurement is categorised in its entirely in the same level of the fair value hierarchy as the lowest level
input that is significant to the entire measurement,

The Company recognises transfers between levels of the fair value hierarchy at the end of the reporting period during
which the changes have occurred.

Further information about the assumptions made in measuring fair values used in preparing these financial statements
is included in the respective notes

b) Inventories

Inventories which comprises traded goods which are valued at the lower of cost and net realisable value. The cost of
inventories is based on the weighted average cost method, and includes expenditure incurring in acquiring the
inventories, and other costs incurred in bringing them to their present location and condition.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs necessary
to make the sale,

¢) Provisions (other than for employee benefits)

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive obligation that
can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future cash flows (representing the best estimate of the
expenditure required to settle the present obligation at the balance sheet date) at a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the liability. The unwinding of the discount is
recognised as finance cost. Expected future losses are not provided for.

d) Contingent liabilities and contingent assets

A contingent liability exists when there is a possible but not probable obligation, or a present obligation that may, but
probably will not, require an outflow of resources, or a present obligation whose amount cannot be estimated reliably.

Contingent liabilities do not warrant provisions, but are disclosed unless the possibility of outflow of resources is
remote.

Contingent assets usually arise from unplanned or other unexpected events that give rise to the possibility of an inflow
of economic benefits to the entity. Contingent assets are recognized when the realisation of income is virtuallﬁcenain,

then the related asset is not a contingent asset and its recognition is appropriate.
o

A contingent asset is disclosed where an inflow of economic benefits is probable.
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¢) Revenue

The Company has initially applied Ind AS 115 from 1 April 2018,
Revenue recognition under Ind AS 18 (applicable before 1 April 2018)

Sale of products and rendering of services

Revenue from contract with customers for sale of products and rendering of services is recognised when the Com pany
satisfies performance obligation by transferring promised goods and services to the customer. Performance
obligations are satisfied at the point of time when the customer obtains controls of the asset. Revenue is measured
based on transaction price, which is the fair value of the consideration received or receivable, stated net of discounts,

returns and value added tax. Transaction price is recognised based on the price specified in the contract, net of the
estimated sales incentives/ discounts.

Revenue recognition under Ind AS 115 (applicable from 1 April 2018)

Under Ind AS 115, the company recognized revenue when (or as) a performance obligation was satisfied, i.e. when
‘control’ of the goods underlying the particular performance obligation were transferred to the customer.

Further, revenue from sale of goods is recognized based on a 5-Step Methodology which is as follows:
Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligation in contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the performance obli gations in the contract

Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation

Use of significant judgements in revenue recognition

a) The Company’s contracts with customers could include promises to transfer multiple products and services to a
customer. The Company assesses the products / services promised in a contract and identifies distinct performance

obligations in the contract. Identification of distinct performance obligation involves judgement to determine the
deliverables and the ability of the customer to benefit independently from such deliverables.

b) Judgement is also required to determine the transaction price for the contract. The transaction price could be either
a fixed amount of customer consideration or variable consideration with elements such as discounts. Any
consideration payable to the customer is adjusted to the transaction price, unless it is a payment for a distinct product
or service from the customer. The estimated amount of variable consideration is adjusted in the transaction price
only to the extent that it is highly probable that a significant reversal in the amount of cumulative revenue recognised
will not occur and is reassessed at the end of each reporting period. The Company allocates the elements of variable

considerations to all the performance obligations of the contract unless there is observable evidence that they pertain
1o one or more distinct performance obligations.

¢) The Company uses judgement to determine an appropriate standalone selling price for a performance obligation|
The Company allocates the transaction price to each performance obligation on the basis of the relative standalong
selling price of each distinct product or service promised in the contract.

d) The Company exercises judgement in determining whether the performance obligation is satisfied at a point in time
orover a period of time. The Company considers indicators such as how customer consumes benefits as services
are rendered or who controls the asset as it is being created or existence of enforceable right to payment for
performance to date and alternate use of such product or service, transfer of significant risks and rewards to the
customer, acceptance of delivery by the customer, ete.
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Sale of services

The Company offers services in fixed term contracts and short term arrangement. Revenue from service is recognized
when obligation is performed or services are rendered.

The effect of initially applying Ind AS 115 is described in Note 2(b).
f) Recognition of interest income or expense
Interest income or expense is recognised using the effective interest method.

The ‘effective interest rate’ is the rate that exactly discounts the estimated future cash payments or receipts through the
expected life of the financial instrument to :

- The gross carrying amount of the financial asset; or

- The amortised cost of the financial liability. |
In calculating interest income and expense, the effective interest rate is applied to the gross carrying amount of the
asset (when the asset is not credit-impaired) or to the amortised cost of the liability. However, for financial assets
that have become credit-impaired subsequent to initial recognition, interest income is calculated by applying the
effective interest rate to the amortised cost of the financial asset. If the asset is no longer credit-impaired, then the
calculation of interest income reverts to the gross basis, '

g) Borrowing Costs

Borrowing costs are interest and other costs (including exchange differences arising from foreign currency borrowings
to the extent that they are regarded as an adjustment to interest costs) incurred by the Company in connection with the |
borrowing of funds. Borrowing costs directly attributable to acquisition or construction of an asset which necessarily
take a substantial period of time to get ready for their intended use are capitalized as a part of cost of the asset. Other
borrowing costs are recognised as an expense in the period in which they are incurred.

h) Income taxes

Income tax comprises current and deferred tax. It is recognised in statement of profit or loss except to the extent that it
relates to a business combination or an item recognised directly in equity or in other comprehensive income.

Current lax

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the year and any
adjustment to the tax payable or receivable in respect of previous years. The amount of current tax reflects the best
estimate of the tax amount expected to be paid or received after considering the uncertainty, if any, related to income
taxes. It is measured using tax rates (and tax laws) enacted or substantively enacted by the reporting date.

Current tax assets and current tax liabilitics are offset only if there is a legally enforceable right to set off the recognised
amounts, and it is intended to realise the asset and settle the liability on a net basis or simultaneously. |

Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts of the assets and liabilities

for financial reporting purposes and the corresponding amounts used for taxation purposes. Deferred tax is also|
recognised in respect of carried forward tax losses and tax credits.

Deferred tax assets are recognised to the extent that it is probable that future profits will be available against which
they can be used. The existence of unused tax losses is strong evidence that future taxable profit may not be available.
Therefore, in case of history of recent losses, the Company recognises a deferred tax asset only to the extent that it has
sufficient taxable temporary differences or there is convincing other evidence that sufficient taxable profit will be |
available against which such deferred tax asset can be realized. Deferred tax assets — unrecognised or recognised, are |
reviewed at each reporting date and are recognised / reduced to the extent that it i§ probable / Tio longer probable
respectively that the related tax benefits will be realized.
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Deferred tax is measured at the tax rates that are expected to apply to the period when the asset is realized or the liability
is settled, based on the laws that have been enacted or substantively enacted by the reporting date. '
The measurement of deferred tax reflects the tax consequences that would follow from the manner in which the
Company expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and deferred tax liabilities are offset only if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authorities.

i) Leases

At the inception of each lease, the lease arrangement is classified as either a finance lease or an operating lease based
on the substance of the lease arrangement.

Finance leases

Assets leased by the Company in its capacity as lessee where substantially all the risks and rewards of ownership vest
in the Company are classified as finance leases, A finance lease is recognised as an asset and a liability at the
commencement of the lease, at the lower of the fair value of the asset and the present value of the minimum lease
payments. Minimum lease payments made under finance leases are apportioned between the finance expense and the
reduction of the outstanding liability. The finance expense is allocated to cach period during the lease term so as to
produce a constant periodic rate of interest on the remain ing balance of the liability.

Operating leases

Leases in which a significant portion of the risks and rewards of ownership are not transferred to the Company as lessee
are classified as operating leases. Payment made under operatin g leases (net of any incentives received from the lessor)
are charged to the Statement of Profit and Loss on a straight-line basis over the period of the lease unless the payment

are structure to increase in line with expected general inflation to compensate for the lessor’s expected inflationary cost
increases.

J) Financial instruments
i. Recognition and initial measurement

Trade receivables are initially recognised when they are originated. All other financial assets and financial liabilities
are initially recognised when the Company becomes a party to the contractual provisions of the instrument.

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

ii. Classification and subsequent measurement
Financial asseis
On initial recognition, a financial asset is classified as measured at:

- amortised cost;

- fair value through other comprehensive income (FVOCI) — debt investment;

- fair value through other comprehensive income (FVOCI) — equity investment;
- fair value throngh profit and loss (FVTPL)

Financial assets are not reclassified subsequent to their initial recognition, except if and in the period the Company
changes its business mode! for managing financial assets.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at
FVTPL: |

- the asset is held within a business model whose objective is to hold assets to collect contractual cash flows: and
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- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

- Adebtinvestment is measured at FVOCI if it meets both of the following conditions and is not designated |
as at FVTPL:

- the asset is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

On the recognition of an equity investment that is not held for trading, the Company may irrevocably elect to
present subsequent changes in the investment’s fair value in OCI (designated as FVOCI — equity investment).
This election is made on an investment-by- investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at
EVTPL. This includes all derivative financial assets. On initial recognition, the Company may irrevocably
designate a financial asset that otherwise meets the requirements to be measured at amortised cost or at FVOCI
as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Financial assets: Subsequent measurement and gains and losses

Financial assets at | These assets are subsequently measured at fair value. Net gains and losses, including
FVTPL any interest or dividend income, are recognised in statement of profit or loss.

Financial assets at | These assets are subsequently measured at amortised cost using the effective interest
amortised cost method. The amortised cost is reduced by impairment losses. Interest income, foreign
exchange gains and losses and impairment are recognised in statement of profit or loss.
Any gain or loss on de-recognition is recognised in statement of profit or loss.

Debt investments | These assets arc subscquently measured at fair value. Interest income under the
at FVOCI effective interest method, foreign exchange gains and losses and impairment are
recognised in statement of profit or loss. Other net gains and losses are recognised in
OCI. On de- recognition, gains and losses accumulated in OCI are reclassified to
statement of profit or loss.

Equity investments | These assets are subsequently measured at fair value. Dividends are recognised as
at FVOCI income in statement of profit or loss unless the dividend clearly represents a recovery
of part of the cost of the investment. Other net gains and losses are recognised in OCI
and are not reclassified to statement of profit or loss.

Financial liabilities: Classification, subsequent measurement and eains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at
FVTPL, if itis classified as held for trading, or it is a derivative or it is designated as such on initial recognition. |
Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any interest expense,
are recognised in profit or loss. Other financial liabilities are subsequently measured at amortised cost using the
effective interest method. Interest expense and foreign exchange gains and losses are recognised in profit or loss.
Any gain or loss on de-recognition is also recognised in profit or loss.

iii. De-recognition
Financial assets

s

The Company derecognises a financial asset when the contractual rights to the cash flows from thm asset,.
expire, or it transfers the rights to receive the contractual cash flows in a transaction in which substantiaffy*al¥ of
the risks and rewards of ownership of the financial asset are transferred or in which the Company neit qgﬁfﬁnsfers i
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nor retains substantially all of the risks and rewards of ownership and does not retain control of the financial asset.

If the Company enters into transactions whereby it transfers assets recognised on its balance sheet, but retains

either all or substantially all of the risks and rewards of the transferred assets, the transferred assets are not
derecognised.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled, c:hr
expire. |

The Company also derecognises a financial liability when its terms are modified and the cash flows under the
modified terms are substantially different. In this case, a new financial liability based on the modified terms is
recognised at fair value. The difference between the carrying amount of the financial liability extinguished and
the new financial liability with modified terms is recognised in profit or loss. :

iv. Offsetting ufl

Financial assets and financial liabilities are offset and the net amount presented in the balance sheet when, and
only when, the Company currently has a legally enforceable right to set off the amounts and it intends either to
settle them on a net basis or to realize the asset and settle the liability simultaneously. |

|
v.  Derivative financial instruments

The Company holds derivative financial instruments to hedge its foreign currency risk exposures. Such derivative
financial instruments are initially recognised at fair value on the date on which a derivative contract is entered intQ
and are subsequently re-measured at fair value, Derivatives are carried as financial assets when the fair value is
positive and as financial liability when the fair value is negative |

k) Impairment

. Impairment of financial asset |

The Company recognises loss allowances for expected credit loss on financial assets measured at amortised ccst!.
At each reporting date, the Company assesses whether financial assets carried at amortised cost are credit:
impaired. A financial asset is ‘credit-impaired® when one or more events that have detrimental impact on thé

estimated future cash flows of the financial assets have occurred.

|
|
Evidence that the financial asset is credit-impaired includes the followin g observable data: |
- significant financial difficulty of the borrower or issuer;
- the breach of contract such as a default or being past due for 90 days or more; |
= the restructuring of a loan or advance by the Group on terms that the Group would not consider otherwise;
- itis probable that the borrower will enter bankruptey or other financial re-organisation; or
- the disappearance of aclive market for a security because of financial difficulties.

The Company measures loss allowances at an amount equal to lifetime expected credit losses, except for thé:
following, which are measured as 12 month expected credit losses:

|
- Bank balances for which credit risk (i.e. the risk of default occurring over the expected life of the financial

instrument) has not increased significantly since initial recognition. |

Loss allowances for trade receivables are always measured at an amount cqual to lifetime expected credit losses

Lifetime expected credit losses are the expected credit losses that result from all possible default events over the
expected life of a financial instrument. ; |
12-month expected credit losses are the portion of expected credit losses that result from default events that arell'

possible within 12 months after the reporting date (or a shorter period if the expected life of thqliq_s“g'rument is less
than 12 months), s |
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In all cases, the maximum period considered when estimating expected credit losses is the maximum contractual
period over which the Company is exposed to credit risk.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition
and when estimating expected credit losses, the Company considers reasonable and supportable information that
is relevant and available without undue cost or effort. This includes both quantitative and qualitative information

and analysis, based on the Company’s historical experience and informed credit assessment and including forward
looking information.

Measurement of expected credit losses

Expected credit losses are a probability- weighted estimate of credit losses. Credit losses are measured as the
present value of all cash shortfalls (i.e. differerce between the cash flow due to the Company in accordance with
the contract and the cash flow that the Company expects to receive).

Presentation of allowance for expected credit losses in the balance sheet

Loss allowance for financial assets measured at the amortised cost is deducted from the gross carrying amount of
the assets.

Write-off

The gross carrying amount of a financial asset is written off (cither partially or in full) to the extent that there is
no realistic prospect of recovery. This is generally the case when the Company determines that the debtors do not
have assets or sources of income that could generate sufficient cash flows to repay the amount subject to the write-
off. However, financial assets that are written off could still be subject to enforcement activities in order to comply
with the Company’s procedure for recovery of amounts due.

Impairment of non-financial assets

The Company’s non-financial assets other than inventories and deferred tax assets, are reviewed at each reporting
date to determine if there is indication of amy impairment. If any such indication exists, then the asset’s
recoverable amount is estimated. For impairment testing, assets that do not generate independent cash flows are
grouped together into cash generating units (CGUs). Each CGU represents the smallest group of assets that
generate cash inflows that are largely independent of the cash inflows of other assets or CGUs.

The recoverable amount of a CGU (or an individual asset) is the higher of its value in use and fair value less cost
to sell. Value in use is based on the estimated future cash flows, discounted to their present value using a pre-tax
discount rate that reflects current assessments of the time value of money and the risks specific to the CGU (or
the asset).

The Company’s corporate assets (e.g., central office building for providing support to various CGUs) do not
generate independent cash inflows. To determine impairment of a corporate asset, recoverable amount is
determined for the CGUs to which the corporate asset belongs.

An impairment loss is recognised whenever the carrying amount of an asset or its cash generating unit exceeds
its recoverable amount. Impairment losses are recognised in statement of profit or loss. An impairment loss is
reversed if there has been a change in the estimates used to determine the recoverable amount. Such a reversal is
made 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.
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I) Foreign currency transactions

Initial recagnition

Transactions in foreign currencies are translated into the funetional currency of the Company at the exchange rates at

the dates of the transactions or an average rate if the average rate approximates the actual rate at the date of the
transaction.

Measurement at the reporting date

Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency at the
exchange rate at the reporting date. Non-monetary assets and liabilities that are measured at fair value in a foreign
currency are translated into the functional currency at the exchange rate when the fair value was determined. Non-
monetary assets and liabilities that are measured bascd on historical cost in a foreign currency are translated at the

exchange rate at the date of the transaction. Exchange differences on restatement/settlement of all monetary items are
recognised in profit or loss.

m) Operating segments

An operating segment is a component of the Company that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the Company's
other components, and for which discrete financial information is available. All operating segments’ operating results

are reviewed regularly by the Company’s Chief Operatin £ Decision Maker (CODM) to make decisions about resources
to be allocated to the segments and assess their performance.

n) Cash and cash equivalents

For the purpose of presentation in the statement of cash flows, cash and cash equivalents include cash in hand, demand
deposits held with banks, other short-term highly liquid investments with original maturities of three months or less
that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.

0) Cash flow statement

Cash flows are reported using the indirect method, whereby profit for the period is adjusted for the effects of
transactions of a non-cash nature, any deferrals or accruals of past or future operating cash receipts or payments and

item of income or expenses associated with investing or financing cash flows. The cash flows from operating, investing
and financing activities of the Company are segregated.

p) Earnings per share

Basic earnings/ (loss) per share are calculated by dividing the net profit/ (loss) for the year attributable to equity
shareholders by the weighted average number of €quity shares outstanding during the year. The weighted average
number of equity shares outstanding during the period is adjusted for events of bonus issue and share split. For the
purpose of calculating diluted earnings/ (loss) per share, the net profit or loss for the period attributable to equity
shareholders and the weighted average number of shares outstanding during the year are adjusted for the effects of all

dilutive potential equity shares. The dilutive potential equity shares are deemed converted as of the beginning of the
period, unless they have been issued at a later date atiEa !
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q) Recent Accounting pronouncements

Ministry of Corporate Affairs (“MCA”) through Companies (Indian Accounting Standards) Amendment Rules, 2020
and Companies (Indian Accounting Standards) Second Amendment Rules, has notified the following new and
amendments to Ind AS which the Company has not applied as they are effective from 1 April 2020:

Ind AS 116 — Leases

The Company is required (0 adopt Ind AS 116, Leases from 1 April 2020. Ind AS 116 introduces a single, on-balance
sheet lease accounting model for lessees. A lessee recognises a right-of-use asset representing its right to use the
underlying asset and a lease liability representing its obligation to make lease payments. There are recognition
exemptions for short-term leases and leases of low-value items. Lessor accounting remains similar to the current

standard — i.e. lessors continue to classify leases as finance or operating leases. It replaces existing leases guidance,
Ind AS 17, Leases, :

The Company has completed an initial assessment of the potential impact on its consolidated financial statements
but has not yet completed its detailed assessment. The quantitative impact of adoption of Ind AS 116 on the
consolidated financial statements in the period of initial application is not reasonably estimable as at present,

Leases in which the Company is a lessee

The Company will recognise new assets and liabilities for its operating leases of offices, factory facilities, Plant and
equipment and Computers (see Note 40). The nature of expenses related to those leases will now change because the
Company will recognise a depreciation charge for right-of-use assets and interest expense on lease liabilities.

Previously, the Company recognised operating lease expense over the term of the lease, and recognised assets and
liabilities only to the extent that there was a timing difference between actual lease payments and the expense
recognised.

In addition, the Company will include the payments due under the lease in its lease liability and apply Ind AS 36,
Impairment of Assets to determine whether the right-of-use asset is impaired and to account for any impairment.

No significant impact is expected for the Company’s finance leases.

Leases in which the Company is a lessor

The Company will reassess the classification of sub-leases in which the Company is a lessor. Based on the
information currently available, the Company expects that it will reclassify two sub-leases as a finance lease.

No significant impact is expected for other leases in which the Company is a lessor.

Transition

The Company plans to apply Ind AS 116 initially on 1 April 2020, using the modified retrospective approach [1].
Therefore, the cumulative effect of adopting Ind AS 116 will be recognised as an adjustment to the opening balance
of retained earnings at 1 April 2020, with no restatement of comparative information.

The Company plans to apply the practical expedient to grandfather the definition of a lease on transition. This means |

that it will apply Ind AS 116 to all contracts entered into before 1 April 2020 and identified as leases in accordance
with Ind AS 17

Ind AS 12 Income taxes (amendments relating to income tax consequences of dividend and uncertainty over
income tax treatments) ' ,
The amendment relating to income tax consequences of dividend clarify that an entity shall fecognigﬁ;»_;ﬁ&, ncome
tax consequences of dividends in profit or loss, other comprehensive income or equity according to )y\(b’;?c the cnﬁgy\
originally recognised those past transactions or events. The Company does not expect any iﬁfﬁéct fropd th
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pronouncement. It is relevant to note that the amendment does not amend situations where the entity pays a tax on
dividend which is effectively a portion of dividends paid to taxation authorities on behalf of shareholders. Such |

amount paid or payable to taxation authorities continues to be charged to equity as part of dividend, in accordance|
with Ind AS 12.

The amendment to Appendix C of Ind AS 12 specifies that the amendment is to be applied to the determination of
taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates, when there is uncertainty over |
income tax treatments under Ind AS 12. It outlines the following: (1) the entity has to use judgement, to determine
whether each tax treatment should be considered separately or whether some can be considered together. The
decision should be based on the approach which provides better predictions of the resolution of the uncertainty (2)
the entity is to assume that the taxation authority will have full knowledge of all relevant information while

examining any amount (3) entity has to consider the probability of the relevant taxation authority accepting the tax |

treatment and the determination of taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax

rates would depend upon the probability. The Company does not expect any significant impact of the amendment
on its financial statements.

Ind AS 109 — Prepayment Features with Negative Compensation

The amendments relate to the existing requirements in Ind AS 109 regarding termination rights in order to allow .

measurement at amortised cost (or, depending on the business model, at fair value through other comprehensive

income) even in the case of negative compensation payments. The Company does not expect this amendment to
have any impact on its financial statements,

Ind AS 19 - Plan Amendment, Curtailment or Settlement

The amendments clarify that if a plan amendment, curtailment or settlement oceurs, it is mandatory that the current
service cost and the net interest forthe period after the re-measurement are determined using the assumptions used
for the re-measurement. In addition, amendments have been included to clarify the effect of a plan amendment,
curtailment or settlement on the requirements regarding the asset ceiling. The Company does not expect this
amendment to have any significant impact on its financial statements.

Ind AS 23 — Borrowing Costs

The amendments clarify that if any specific borrowing remains outstanding after the related asset is ready for its
intended use or sale, that borrowing becomes part of the funds that an entity borrows generally when calculating
the capitalisation rate on general borrowings. The Company does not expect any impact fror this amendment.




