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DOUL NS pUDIication

This publication is intended to help preparers in the
preparation and presentation of consolidated financial
statements in accordance with Indian Accounting
Standards (‘Ind AS’) and Division Il of Schedule Il (“Sch
IlI') to the Companies Act, 2013 by illustrating a format
for consolidated financial statements for a hypothetical
multinational company involved in general business.
This company (‘Classic Company (India) Limited’) is a
first-time adopter of Ind AS and accordingly Ind AS
101, First-time Adoption of Indian Accounting
Standards has been applied in making the transition
from previous GAAP to Ind AS.

Standards covered

This publication is based on standards that have been
notified by the Ministry of Corporate Affairs,
Government of India and that are required to be
applied by a company, which is a first-time adopter of
Ind AS, with an annual period beginning 1 April 2016.

This publication does not illustrate the requirements of
Ind AS 104, Insurance Contracts, Ind AS 106,
Exploration for and Evaluation of Mineral Resources,
Ind AS 114, Regulatory Deferral Accounts, Ind AS 27,
Separate Financial Statements, Ind AS 29, Financial
Reporting in Hyperinflationary Economies and Ind AS
34, Interim Financial Reporting.

In the case of Ind AS 101, a number of implementation
choices exist and only one possible combination is
illustrated. The publication does not repeat all of the
requirements of Ind AS 101 and should be read in
conjunction with the standard.

These consolidated financial statements are meant for
illustration purposes only. While these, together with
the footnotes, attempt to provide a demonstration of
Ind AS and Sch Ill requirements, they are not intended
to serve as a complete and exhaustive summary of all
presentation and disclosure requirements that are
applicable under Ind AS/Sch lll, since presentation and
disclosures depend significantly on the nature of
operations and specific conditions of the reporting
entity.

For an overview of all disclosure requirements that are
applicable under Ind AS, see our publication ‘Ind AS
Accounting and Disclosure Checklist’

These illustrative consolidated financial statements
should not be used as a substitute for referring to the
standards and other relevant interpretative guidance,
particularly where a specific requirement is not addressed
in this publication or where there is uncertainty regarding
an interpretation.

When preparing its consolidated financial statements, a
company should have regard to its legal and regulatory
requirements. The requirements prescribed by a specific
regulatory body, if any applicable, should be additionally
considered.

These illustrative consolidated financial statements would
need to be updated periodically as more authoritative
guidance becomes available on complex issues arising
from implementation of the standards, and as
new/revised standards become applicable to later
accounting periods.

Need for judgement

Although it is not exhaustive, this publication
illustrates the disclosures required by Ind AS and
Schedule lll for a hypothetical company, largely
without regard to materiality. The preparation and
presentation of consolidated financial statements
require the preparer to exercise judgment, in terms of
the choice of accounting policies and their
application, the ordering of notes, how the
disclosures should be tailored to reflect the entity’s
specific circumstances, and the relevance of
disclosures considering the needs of the users.

Materiality

Materiality is relevant to the presentation and
disclosure of the items in the consolidated financial
statements (see paragraphs 29-31 of Ind AS 1).
Preparers need to ensure that the consolidated
financial statements include all of the information
that is relevant to understanding an entity’s
consolidated financial position on the reporting date
and its consolidated financial performance during
the reporting period.

Preparers also need to take care not to reduce the
understandability of an entity’s consolidated
financial statements by obscuring material
information with immaterial information or by
aggregating material information that is different by
nature or function. Preparers need to consider the
appropriate level of disclosure based on materiality
for the reporting period.
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lllustrative nature of this publication

The hypothetical Group to which these illustrative
financial statements pertain has been assumed to have
different kinds of businesses in different geographies. In
order to illustrate the different types of disclosures
required in varied situations, this Group has been
assumed to have undertaken a large variety of
transactions. Due to the fact that the entire data has been
assumed and is therefore hypothetical, a few individual
items may not seem entirely realistic or demonstrate
inter-relationships that would exist in real-life data.
Similarly, some items may not be sufficiently material for
separate presentation or disclosure in a real-life situation.

References and abbreviations

References to the relevant standard/Schedule lll, which
necessitate the disclosure, are included in the left-hand
margin of this publication. For disclosure requirements of
Schedule lll, the references begin with “Sch 1l1”. For
example, reference to Sch IIl.GIl.D.I(a) means that the
disclosure is required by sub clause (a) of clause D.l under
the ‘General Instructions for preparation of balance sheet’
of the Schedule Il to the Companies Act, 2013. Similarly,
for disclosure requirements of Ind AS, the references
begin with the number of the Ind AS. For example, Ind AS
17.31(b) means that the disclosure is required by
paragraph 31(b) of Ind AS 17.

The footnotes to these illustrative consolidated financial
statements contain notes for preparers of financial
statements which should be specifically considered as
per the facts and circumstances of the company.

Comments/feedback invited

The disclosure requirements of Ind AS are extensive.
Besides, the requirements of Schedule lll and other
provisions of the Companies Act, 2013, have also to be
complied with in preparation and presentation of financial
statements. Many issues may arise as one adapts these
illustrative financial statements to the specific facts and
circumstances of a case. We request that consequent
comments and feedback be sent to us.

We hope that these illustrative consolidated financial
statements are found useful. For further assistance, please
get in touch with your usual KPMG contact.

© 2017 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”),
a Swiss entity. All rights reserved.
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Ind AS 1.10(a), (ea)-(f),
38-38A, 40A-408,
51(c),113

Ind AS 1.60
Ind AS 1.54(a)
Sch lll.1.1(b)
Ind AS 1.54(b)
Sch lll.1.1(d)
Sch lll.l.1(e)
Sch lll.l.1(g)
Ind AS 1.54(e)
Sch lll.I.1(h)
Ind AS 1.54(d)
Sch 11.1.1(h)(ii)
Ind AS 1.55
Ind AS 1.54(0), 56
Ind AS 1.54(n)
Ind AS 1.55

Ind AS 1.60
Ind AS 1.54(g)
Ind AS 1.54(f)
Sch lll.1.2(b)
Ind AS 1.54(d)
Sch I11.1.2(b)(ii)
Ind AS 1.54(i)
Sch ll1.1.2(b)(v)
Ind AS 1.55
Ind AS 1.55

Ind AS 105.38, 1.54(j)

(Lonsoldated Baance Sheel

Asat 3iMarch201/

In thousands of INR

Note 31 March 2017 31 March 2016 1 April 2015
Assets
Non-current assets
Property, plant and equipment 14 22,586 31,049 34,937
Capital work-in-progress 14 4,100 - -
Investment property 17 1,570 923 950
Goodwill 15 3,628 3,407 3,407
Other intangible assets 15 2,394 1,254 2,022
Biological assets other than bearer plants 16 7,014 8,716 8,070
Equity accounted investees 18 2,025 1,658 1,140
Financial assets
Investments 20 3,615 3,394 3,102
Trade receivables 22A 213 - -
Derivatives "2 22¢ 116 131 110
Deferred tax assets 13 144 1,376 1,902
Other tax assets ** 81 228 90
Employee benefits * 27 635 731 837
Total non-current assets 47,921 52,767 56,567
Current assets
Inventories 21 12,867 12,119 12,716
Biological assets other than bearer plants 16 245 140 402
Financial assets
Investments 20 243 568 396
Trade receivables 22A 23,616 17,967 16,285
Cash and cash equivalents ® 23 1,475 2,130 2,629
Loans 22B 78 32 26
Derivatives ® 22C 419 464 425
Prepayments ’ 831 1,312 780
39,774 34,732 33,559
Disposal group — assets held for sale’ 6 14,410 - -
Total current assets 54,184 34,732 33,559
Total assets 102,105 87,499 90,126
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Ind AS 1.10(a), (ea)—(f),
38-38A, 40A-40B,
51(c), 113

Ind AS 1.54(r), 78(e),
Sch liLI
Sch liLI

Ind AS 1.54(r), 55,
78(e)

Ind AS 1.54(r),55, 78(e)
Ind AS 1.54(r),55, 78(e)

Ind AS 1.54(r), 78(e)

Ind AS 1.54(q)

Ind AS 1.60

Sch lll.l.1(a)

Sch lll.1.1(a)(i)

Ind AS 1.55

Ind AS 1.55

Ind AS 1.54(1)

Ind AS 1.54(0), 56
Ind AS 1.55,20.24

Ind AS 1.60

Sch lll.l.2(a)

Ind AS 1.55

Ind AS 1.55

Sch 1ll.1.2(a)(ii)
Ind AS 1.55

Ind AS 1.55

Ind AS 1.55,20.24
Ind AS 1.54(1)

Ind AS 105.38, 1.54(p)

Ind AS 1.60

Consoldated Balance Sheet (continued)
A 2l 3INaCh 207

In thousands of INR

Note 31 March 2017 31 March 2016 1 April 2015

Equity and liabilities

Equity
Equity share capital 24A 9,729 9,300 9,300
Other equity &
Compulsorily convertible non- 24A 5,250 5,250 5,250
cumulative preference shares classified
as equity
Securities premium 4,773 3,500 3,600
Retained earnings 17,567 13,383 10,079
Others (including items of Other 3,278 1,509 796
Comprehensive Income)
Equity attributable to owners of the Company 40,597 32,942 28,925
Non-controlling interests 19 1,130 842 601
Total equity 41,727 33,784 29,526
Liabilities
Non-current liabilities
Financial liabilities
Borrowings 26 20,942 19,206 23,478
Derivatives ° 31C 20 5 -
Other financial liabilities 31B 270 - -
Provisions 30 1,819 453 1,064
Deferred tax liabilities 13 2,269 1,395 1,436
Deferred income ™ 29 1,424 1,462 -
Total non-current liabilities 26,744 22,521 25,978
Current liabilities
Financial liabilities
Bank overdraft 23 334 282 303
Other bank borrowings 26 500 117 1,000
Trade payables 31A 23,258 24,363 30,620
Derivatives " 31C 8 7 7
Other financial liabilities 31B 4113 4,269 1,017
Deferred income '? 29 178 168 203
Provisions 30 833 1,988 1,472
29,224 31,194 34,622
Disposal group - liabilities directly 6 4,410 - -
associated with assets held for sale
Total current liabilities 33,634 31,194 34,622
Total liabilities 60,378 53,715 60,600
Total equity and liabilities 102,105 87,499 90,126

The notes on pages 20 to 215 are an integral part of these consolidated financial statements.
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Consalidated Baiance Sheet (continued)
AS at 31March 2017

1.

Explanatory notes to the Consolidated Balance Sheet

In our view, derivative assets and liabilities should be presented in separate line items in balance sheet if they are
significant. If they are not significant, then they may be included in other financial assets and other financial
liabilities, respectively, with additional details disclosed in the notes to the financial statements.

Schedule Ill requires disclosure of “others (to be specified)” after investments, trade receivables and loans under
the head ‘financial assets’. In our view, where a financial asset (other than investments, trade receivables and
loans) is such that its separate presentation on the face of the balance sheet is relevant to an understanding of the
company'’s financial position, it should be so presented separately. Other financial assets which do not warrant
such separate presentation on the face of the balance sheet may be clubbed together and presented as a single line
item of ‘others’ on the face, with break-up of significant items being given in a note. In these illustrative financial
statements, it is assumed that the ‘other’ category of non-current financial assets comprises ‘derivatives’ only.

Where offsetting criteria are met and there is net current tax liability, it should be disclosed separately after
provisions under ‘current liabilities’. Current year advance tax, net of provision for current tax liability (as well as
past years' advance taxes, net of related current tax provisions) will be classified as non-current if it is not expected
to be realised within 12 months from the reporting date or in the normal operating cycle of the company.

After disclosure of specified items of non-current assets, Schedule lll requires disclosure of ‘other non-current
assets’. The observations in note 2 above apply mutatis mutandis to ‘other non-current assets’ also. In these
illustrative financial statements, it is assumed that this residuary category comprises ‘other tax assets’ and
‘employee benefits’ only.

Bank balances which do not meet the definition of cash and cash equivalents are required to be disclosed
separately after ‘cash and cash equivalents’.

Schedule Il requires disclosure of ‘others (to be specified)’ after disclosure of specified types of financial assets.
The observations in note 2 above apply mutatis mutandis in this respect also. In these illustrative financial
statements, it is assumed that this residuary category of financial assets comprises derivatives only. It may be
mentioned that in case there are receivables other than trade receivables, these should also be disclosed similarly.

After disclosure of specified types of current assets, Schedule Il requires disclosure of ‘other current assets’. The
observations in note 2 above apply mutatis mutandis in this respect also. In these illustrative financial statements,
it is assumed that ‘other current assets’ comprise ‘prepayments’ and ‘disposal group - assets held for sale’ only.

As per Schedule lll, the minimum disclosure requirement is to show (a) equity share capital and (b) other equity.
However, considering their materiality, a further classification of some of the items of other equity has been given.
Alternatively, this classification could have been shown only in Statement of Changes in Equity.

Under non-current ‘financial liabilities’, after disclosure of borrowings and trade payables, Schedule Il requires
disclosure of ‘other financial liabilities’. The observations in note 2 above apply mutatis mutandis in this respect
also. Accordingly, derivative liabilities are presented in separate line items in balance sheet if they are significant;
otherwise they are included in other financial liabilities. Additional details should be disclosed in the notes to the
financial statements.

Under ‘non-current liabilities’, after disclosure of specified kinds of liabilities, Schedule Ill requires disclosure of
‘other non-current liabilities’. The observations in note 2 above apply mutatis mutandis in this respect also. In these
illustrative financial statements, it is assumed that ‘other non-current liabilities’ comprise deferred income only.

Under ‘financial liabilities” under the major head ‘current liabilities’, Schedule Il requires disclosure of ‘borrowings’,
‘trade payables’ and ‘other financial liabilities’ (other than items included under ‘provisions’). The observations in
note 2 above apply mutatis mutandis in this respect also.

Under ‘current liabilities’, after disclosure of financial liabilities, Schedule Il requires disclosure of ‘other current
liabilities’. The observations in note 2 above apply mutatis mutandis in this respect also. In these illustrative
financial statements, it is assumed that ‘other current liabilities’ comprise deferred income only.
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Ind AS 1.10(b), (ea), 10A,
38A, 81A, 101.6

Ind AS 1.82(a)
Ind AS 1.102

Ind AS 1.102, 2.36(d)
Ind AS 1.102

Ind AS 1.85
Ind AS 1.102
Ind AS 1.82(b)
Ind AS 1.102
Ind AS 1.102
Ind AS 1.102
Ind AS 1.85

Ind AS 1.82(c)

Ind AS 1.85

Ind AS 12.77, 99

Ind AS 12.77, 99

Ind AS 1.82(d), 12.77
Ind AS 1.85

bonsoldated statement of Profit and LOSS

FOr (e year ended 31 March 2017

In thousands of INR

Continuing operations '

Note

Year ended
31 March 2017

Year ended
31 March 2016

Revenue from operations 8 100,398 96,636
Other income 9 2,275 705
Total income 102,673 97,341
Expenses 2

Cost of materials consumed 3 10A 43,716 43,208
Changes in inventory of finished goods and work-in- 108 (1,641) 1,290
progress 4

Excise duty 3,420 3,129
Employee benefits expense 11 22,342 19,606
Finance costs 12 1,566 1,592
Depreciation and amortisation expense 10C 5,839 5,944
Other expenses 10D 19,525 16,980
Total expenses 94,767 91,749
Profit from continuing operations before share of profit of 7,906 5,692
equity accounted investees and income tax °

Share of profit of equity accounted investees (net of 18 467 587
income tax)

Profit from continuing operations before income tax 8,373 6,179
Current tax (242) (1,191)
Deferred tax (2,286) (609)
Income tax expense © 13 (2,528) (1,800)
Profit from continuing operations 5,845 4,379




9 | lllustrative Ind AS consolidated financial statements

Ind AS 105.33(a),
Ind AS 105.33(b)
Sch lILILXI

Ind AS 1.81A(a)
Ind AS 1.81A(b)
Ind AS 1.82A(a)

Ind AS 1.96

Sch LILXIV.A(ii)

Ind AS 1.82A(b)

Ind AS 21.52(b)

Ind AS 1.92

Ind AS 1.92

Ind AS 1.92

Ind AS 1.92

Ind AS 1.92

Ind AS 1.85
Ind AS 1.92

Sch Ill. 1I1.XIV.Bii)

Ind AS 1.81A(b)

Ind AS 1.81A(c)

(onSolidated Statement of Profit and Loss (continued)
For theyear ended 31 Marcn 2017

In thousands of INR

Year ended Year ended

Note 31 March 2017 31 March 2016
Discontinued operation
Profit (loss) from discontinued operation 5 684 (466)
Tax expense of discontinued operation (305) 44
Profit (loss) from discontinued operations (after tax) 379 (422)
Profit for the year 6,224 3,957
Other comprehensive income
Items that will not be reclassified subsequently to
profit or loss
Remeasurements of defined benefit liability (asset) 27 133 134
Equity investments through other comprehensive 199 94
income - net change in fair value
Income tax relating to items that will not be reclassified 13 (110) (75)
to profit or loss
Net other comprehensive income not to be reclassified 222 153
subsequently to profit or loss
Items that will be reclassified subsequently to profit or
loss
Exchange differences in translating financial 501 330
statements of foreign operations
Net loss on hedge of net investment in foreign (3) (8)
operation
Effective portion of gains (losses) on hedging
. . (62) 78
instruments in cash flow hedges
Effective portion of gains losses) on hedging
instruments in cash flow hedges reclassified to profit (31) (11)
or loss”’
Debt instruments through other comprehensive
. L. 55 126
income - net change in fair value
Debt instruments through other comprehensive (64) (32)
income - change in fair value reclassified to profit or
loss 7
Cost of hedging - changes in fair value (34) (10)
Cost of hedging - change in fair value reclassified to (8) (2)
profit or loss 7
Income-tax relating to items that will be reclassified to 13 48 (49)
profit or loss
Net other comprehensive income to be reclassified 402 422
subsequently to profit or loss
Other comprehensive income for the year, net of 624 575
income tax

Total comprehensive income for the year 6,848 4,532
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Ind AS 1.81B(a)(ii)
Ind AS 1.81B(a)(i)

Sch H1I1.1(i)

Ind AS 1.81B(b)(ii)
Ind AS 1.81B(b)(i)

Sch lILILXVI
Ind AS 33.66
Ind AS 33.66

Sch lILILXVII

Sch lILILXVIII

Ind AS 33.66
Ind AS 33.66

(onSoldated Statement of Profit and Loss (continued)
FOr theyear enced 31 Marcn 2017

In thousands of INR

Year ended Year ended

Note 31 March 2017 31 March 2016
Profit attributable to:
Owners of the Company 5,848 3,738
Non-controlling interests 19 376 219
Profit for the year 6,224 3,957
Other comprehensive income attributable to:
Owners of the Company 597 553
Non-controlling interests 19 27 22
Other comprehensive income for the year 624 575
Total comprehensive income attributable to:
Owners of the Company 6,445 4,291
Non-controlling interests 19 403 241
Total comprehensive income for the year 6,848 4,532
Earnings per share - continuing operations
Basic earnings per share (INR) 25(A) 1.12 0.86
Diluted earnings per share (INR) 25(B) 1.08 0.85
Earnings per share - discontinued operation
Basic earnings per share (INR) 25(A) 0.08 (0.09)
Diluted earnings per share (INR) 25(B) 0.07 (0.08)
Earnings per share- continuing and discontinued
operations
Basic earnings per share (INR) 25(A) 1.20 0.77
Diluted earnings per share (INR) 25(B) 1.15 0.77

The notes on pages 20 to 215 are an integral part of these consolidated financial statements.




11| lllustrative Ind AS consolidated financial statements

Ind AS 1.94

(onSolidated Statement of Profit and Loss (continued)
For theyear enced 31Marcn 2017

Explanatory notes to the Consolidated Statement of Profit and Loss

1.

2.

In case there is no discontinued operation, this heading may not be given.

Schedule lll and Ind AS 1, Presentation of Financial Statements require classification of expenses based on their
nature. However, a company can, on a voluntary basis, additionally present the functional classification in the notes.

In case a company carries on trading operations also, it is required to show ‘purchases of stock-in-trade’ after ‘cost of
materials consumed’.

In case a company carries on trading operations also, this item is re-worded as ‘changes in inventories of finished
goods, stock-in-trade and work-in-progress’.

In these illustrative financial statements, it is assumed that there is no exceptional item. In case there is an exceptional
item, this line item may be described as ‘Profit before exceptional item, income-tax and share in profit of equity-
accounted investees’. The exceptional item should be presented thereafter and then a figure of ‘profit before income-
tax and share in profit of equity-accounted investees’ should be shown. The description should include the nature of
the item (e.g. exceptional impairment loss on property affected by earthquake) and the notes to the financial
statements should include an additional explanation of the nature of the amount and its characterisation as
exceptional. The nature and amounts of material items are disclosed as in separate line items in the statement of profit
and loss or in the notes. No items of income or expense can be presented as “extraordinary”.

In case a company is covered by Section 115JB of the Income-tax Act, 1961 and a MAT credit entitlement (i.e. excess
of amount of MAT paid for a year over normal tax liability for that year) is recognised as an asset in accordance with
Ind AS 12, Income taxes a possible presentation of current tax and deferred tax in the Statement of Profit and Loss
could be as below:

Current tax: MAT for the year

Deferred tax (including MAT credit entitlement)

The Group has elected to present reclassification adjustments in the statement of profit and loss. Alternatively, an
entity may present these adjustments in the notes with only the aggregate being given here.
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Ind AS 1.10(c), 106

Sch I11.I.SOCIE

onsolcated statement of Ghanges In Equty
For theyear enced 31 rch 2017

In thousands of INR

Equity share capital

Balance as at 1 April 2015 9,300
Changes in equity share capital during 2015-16 24A -
Balance as at the 31 March 2016 9,300
Changes in equity share capital during 2016-17 24A 429

Balance as at 31 March 2017 9,729
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bonsoldated Statement of Changes In Equity for the year ended 31 March 2017 (continued)

b. Other equity
In thousands of INR

Attributable to owners of the Company Attributable Total

Compulsorily Equity Reserves and surplus Items of OCI Total to NCI
(oL V- Lo T Ty T To T L —————— Y {1 £ 1] [
non-cumulative convertible  Securities Other Retained Exchange Effective Equity Debt Other to owners of

preference debentures premium  reserves earnings differences on portion of instruments instruments items of 1o Company
Ind AS 1.10(c), s (see Note translation of cash flow through through OCI

108, 113 24B) foreign hedges ocl

operations

Balance at 1 April 2015 5,250 - 3,500 310 10,079 - 434 17 - 35 19,625 601 20,226

Total comprehensive income for
the year ended 31 March 2016

Ind AS 1.106(d)(i) Profit or loss - - - - 3,738 - - - - - 3,738 219 3,957

Ind AS Other comprehensive 24c - - - - - 300 44 64 64 81 553 22 575

1.106(d)(ii), 106A income(net of tax)

Ind AS 1.106(a) Total comprehensive income - - - - 3,738 300 44 64 64 81 4,291 241 4,532
Transferred to retained earnings 24C - - - - 90 - - - - (90) - - -

Ind AS 1.106(d)(iii) | Transactions with owners, recorded
directly in equity

Contributions by and distributions

to owners
Dividends 24B - - - - (447) - - - - - (447) - (447)
Dividend distribution tax 24B - - - - (77) - - - - - (77) - (77)
Sch lIl.1.GI.D.IL(i) Share-based payment 28 - - - 250 - - - - - - 250 - 250
Share options exercised 28 - - - - - - - - - - - - -
Total contributions by and - - - 250 (524) - - - - - (274) - (274)

distributions to owners

Ind AS 1.106(d)(iii) | Changes in ownership interests in
subsidiaries that do not result in
loss of control

Acquisition of non-controlling - - - - - - - - - - R R -
interests

Total changes in ownership 7 - - - - - - - - - - R R -
interests in subsidiaries

Total transactions with owners - - - 250 (524) - - - - - (274) - (274)
Balance at 31 March 2016 5,250 - 3,500 560 13,383 300 478 81 64 26 23,642 842 24,484
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Ind AS 1.10(c),
108, 113

Ind AS 1.106(d)(i)

Ind AS
1.106(d)(ii), 106A

Ind AS 1.106(a)

Ind AS 1.106(d)(iii)

Sch lIl.1.GI.D.11.(i)
Sch lIl.1.GI.D.11.(i)

Gonsoldated Statement of Changes In Equity for the year ended 31 March 2017 (continued)

In thousands of INR
b. Other equity (continued)

Attributable to owners of the Company

Compulsorily Equity

convertible component of — - - -
Note Lon-cumulative convertible Securities Other Retained Exchange Effective Equity

Reserves and surplus Items of OCI

preference debentures premium reserves earnings differences on portion instruments

shares
24B) foreign flow

operations hedges

Debt
instruments

(see Note translation of of cash through OClI  through OCI

Other
items
of OCI

Total
attributable to
owners of the

Company

Attributable Total

to NCI

Balance at 1 April 2016 5,250 - 3,500 560 13,383 300 478 81 64 26 23,642 842 24,484
Total comprehensive income for
the year ended 31 March 2017
Profit or loss - - - - 5,848 - - - - - 5,848 376 6,224
Other comprehensive 24c - - - - - 471 (62) 133 (7) 62 597 27 624
income(net of tax)
Total comprehensive income - - - - 5,848 471 (62) 133 (7) 62 6,445 403 6,848
Transferred to retained earnings 24Cc - - - - 89 - - - - (89) - - -
Hedging gains and losses and - - - - - - (8) - - (4) (12) - (12)
costs of hedging transferred to the
cost of inventory
Transfer to debenture redemption 24B - - - 417 (417) - - - - - - - -
reserve
Transactions with owners,
recorded directly in equity
Contributions by and distributions
to owners
Issue of equity shares pursuant 7 - - 63 - - - - - - - 63 - 63
to business combination
Issue of equity shares for cash 24A - - 1,160 - - - - - - - 1,160 - 1,160
Equity component of - 109 - - - - - - - - 109 - 109
convertible debentures issued,
net of tax
Dividends 24B - - - - (1,060) - - - - - (1,060) - (1,060)
Dividend distribution tax 24B - - - - (183) - - - - - (183) - (183)
Share-based payment 28 - - - 755 - - - - - - 755 - 755
Share options exercised 28 - - 50 (15) - - - - - - 35 - 35
Total contributions by and - 109 1,273 740 (1,243) - - - - - 879 - 879

distributions to owners
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Ind AS 1.10(c),
108, 113

Ind AS
1.106(d)(iii)

(onsoldated Statement of Chandes InEquity for the year ended 31 March 2017 (continued)

In thousands of INR

b. Other equity (continued)

Compulsorily Equity
convertible component of
Note ,on-cumulative convertible
debentures

preference
shares

Attributable to owners of the Company

Reserves and surplus

Other
reserves
(see Note
24B)

Retained
earnings

Securities
premium

Exchange
differences on
translation of
foreign
operations

Effective
portion
of cash

flow
hedges

Items of OCI

Equity
instruments
through OCI

Debt
instruments
through OCI

Total
attributable to
owners of the

Company

Other
items
of OCI

Attributable Total
to NCI

Total contributions by and - 109 1,273 740 (1,243) - - - - - 879 - 879
distributions to owners
Changes in ownership interests in
subsidiaries that do not result in
loss of control
Acquisition of non-controlling 7 - - - - (93) 8 - - - - (85) (115) (200)
interests
Total changes in ownership - - - - (93) 8 - - - - (85) (115) (200)
interests in subsidiaries
Total transactions with owners - 109 1,273 740 (1,336) 8 - - - - 794 (115) 679
Balance at 31 March 2017 5,250 109 4,773 1,717 17,567 779 408 214 57 (5) 30,868 1,130 31,998
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Ind AS 1.10(d), 38-
38A,51(c) 113 Ind
AS 7.10

Ind AS 7.18(b)

Ind AS 7.20(b)

Ind AS 7.20(a)

Ind AS 7.35

[onsolidated staement of Gash Hows

For the year ended st March 2017

In thousands of INR

Year ended
31 March 2017

Year ended
31 March 2016

Cash flows from operating activities

Profit for the year’ 6,224 3,957
Adjustments for:
Depreciation and amortisation 10C 5,839 5,944
(Reversal of)/ impairment loss on property, plant and 158 (377) 1,408
equipment and intangible assets
Impairment losses on disposal group held for sale 6A 25 -
Change in fair value of biological assets 16A (661) (65)
Finance costs 12 1,566 1,592
Share of profit of equity accounted investees 18 (467) (587)
Gain on sale of property, plant and equipment 9 (26) (100)
Gain on sale of discontinued operation, net of tax 5 (516) -
Equity-settled share-based payments 11 755 250
Impairment loss on financial assets 10D 213 247
Change in fair value of investments 9 (514) (211)
Dividend income on equity securities 9 (26) (32)
Gain on derecognition of corporate debt securities at FVOCI - 9 (64) (32)
reclassified from OCI
Gain on sale of investments (net) 9 (68) (563)
Interest income 9 (208) (151)
Re-measurement to fair value of existing equity interest in 9 (250) -
acquiree in business combination
Cash flow hedges-gain reclassified from OCI 9 (31) (11)
Financial assets mandatorily measured at FVTPL-net change 10D - 19
in fair value
Cash flow hedges-ineffective portion of changes in fair value 10D 13 9
Net investment hedges-ineffective portion of changes in fair 10D 1 -
value
Change in fair value of contingent consideration 10D,32 20 -
Income tax expense 13 2,503 1,756
13,951 13,940
Working capital adjustments:
(Increase) decrease in inventories (511) 2,206
(Increase) in trade receivables and loans (12,921) (1,450)
Decrease (increase)/ in prepayments 481 (532)
Increase (decrease) in trade payables and other financial 5,153 (2,450)
liabilities
Increase in provisions 299 320
Decrease in deferred income (28) -
Cash generated from operating activities 6,424 12,034
Income tax paid (net) (400) (1,400)
Net cash from operating activities (A) 6,024 10,634

© 2017 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss

entity. All rights reserved.
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Ind AS 7.21
Ind AS 7.31
Ind AS 7.31
Ind AS 7.16(b)
Ind AS 7.21
Ind AS 7.39

Ind AS 7.39

Ind AS 7.16(a)
Ind AS 7.16(a)
Ind AS 7.21
Ind AS 7.16(a)
Ind AS 7.21
Ind AS 7.10
Ind AS 7.21
Ind AS 7.17(a)
Ind AS 7.17(c)
Ind AS 7.17(c)
Ind AS 7.21
Ind AS 7.16(h)
Ind AS 7.21
Ind AS 7.31-32
Ind AS 7.42A
Ind AS 7.17(d)
Ind AS 7.17(e)
Ind AS 7.31,34
Ind AS 7.10

Ind AS 7.28

Ind AS 7.8,45

onsolidated statement of Gash Flows (continued)

FOr the year ended 3 March 201/

In thousands of INR

Year ended Year ended

Note 31 March 2017 31 March 2016
Cash flows from investing activities
Interest received 208 151
Dividends received 26 32
Proceeds from sale of property, plant and equipment 1,177 481
Proceeds from sale of investments 987 849
Disposal of discontinued operation, net of cash and cash 5 10,890 -
equivalents disposed of 2
Acquisition of subsidiary, net of cash and cash equivalents 7 (2,125) -
acquired
Acquisition of property, plant and equipment 14A (15,857) (2,408)
Acquisition of investment property 17A (200) -
Purchase of non-current biological assets 16A (305) (437)
Acquisition of other investments (319) (2,411)
Expenditure on internally generated intangible assets 15A, C (1,235) (495)
Net cash used in investing activities (B) (6,753) (4,238)
Cash flows from financing activities
Proceeds from issue of equity share capital 24A 1,550 -
Proceeds from issue of convertible debentures 26D 5,000 -
Proceeds from issue of redeemable preference shares 24A 2,000 -
Proceeds from exercise of share options 24A 50 -
Proceeds from settlement of derivatives 5 11
Payment of transaction costs related to borrowings (311) -
Interest paid ® (1,431) (1,530)
Acquisition of non-controlling interests 19 (200) -
Repayment of borrowings (5,132) (4,492)
Payment of finance lease obligations (254) (214)
Dividends paid (and related dividend distribution tax) 248 (1,243) (524)
Net cash flow from (used in) financing activities (C) 34 (6,749)
Net decrease in cash and cash equivalents (A+B+C) (695) (353)
Cash and cash equivalents at 1 April* 1,848 2,226
Effect of exchange rate fluctuations on cash held (12) (25)
Cash and cash equivalents at 31 March* 23 1,141 1,848

*Cash and cash equivalents includes bank overdrafts that are repayable on demand and form an integral part of the Group’s

cash management.

© 2017 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss

entity. All rights reserved.
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(onSoldated Statement or Gash Hows (continued)
FOr theyear enced 31 Marcn 2017

Ind AS 105.33(c) Explanatory notes to the Consolidated Statement of Cash flows

1.  The Group has used profit or loss after tax as the starting point for presenting operating cash flows
using the indirect method. In our view, the statement can also be prepared with profit or loss before
tax as the starting point.

2. The Group has presented a Statement of Cash Flows that analyses all cash flows in total - i.e.
including both continuing and discontinued operations; amounts related to discontinued operations
are disclosed in Note 5(B). However, in our view, cash flows from discontinued operations may also be
presented in other ways.

3. In our view, an entity should choose an accounting policy, to be applied consistently, to classify cash
flows related to capitalised interest as follows:

- as cash flows from investing activities if the other cash payments to acquire the qualifying asset are
reflected as investing activities; or

- consistently with interest cash flows that are not capitalised (which has been applied by the Group).

© 2017 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved.
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Ind AS 1.10(e)

Ind AS 1.51(a)-(b),
138(a), (b)

Ind AS 1.112(a)

Ind AS 1.16

Ind AS 101.23, 27

Ind AS 10.17

Ind AS 1.51(d), (e)

Notes to the consalidated financial statements

1. Reporting entity

Classic Company (India) Limited (the ‘Company’) is a company domiciled in India, with its
registered office situated at [address]. The Company has been incorporated under the provisions of
Indian Companies Act and its equity shares are listed on the National Stock Exchange (NSE)

in India. These consolidated financial statements comprise the Company and its subsidiaries
(referred to collectively as the ‘Group’) and the Group’s interest in associates and joint ventures.
The Group is primarily involved in manufacturing paper and paper-related products, cultivating
trees and selling wood (see Note 4).

2. Basis of preparation
A. Statement of compliance

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

The Group's consolidated financial statements up to and for the year ended 31 March 2016 were
prepared in accordance with the Companies (Accounting Standards) Rules, 2006, notified under
Section 133 of the Act and other relevant provisions of the Act.

As these are the Group'’s first consolidated financial statements prepared in accordance with Indian
Accounting Standards (Ind AS), Ind AS 101, First-time Adoption of Indian Accounting Standards
has been applied. An explanation of how the transition to Ind AS has affected the previously
reported financial position, financial performance and cash flows of the Group is provided in Note
39.

The consolidated financial statements were authorised for issue by the Company’s Board of
Directors on [date].

Details of the Group’s accounting policies are included in Note 3.
B. Functional and presentation currency
These consolidated financial statements are presented in Indian Rupees (INR), which is also the

Company'’s functional currency. All amounts have been rounded-off to the nearest thousands,
unless otherwise indicated.

" Notes are presented in a systematic order and are cross-referred to/from items in the primary statements. Ind AS 1,
Presentation of Financial Statements provides an order in which entities normally present notes. However, the standard also
indicates that depending on the circumstances, it may be necessary or desirable to vary the order. The standard also states,
that the notes providing information about the basis of preparation and specific accounting policies may be presented as a
separate section of the financial statements. The Group has applied its judgement in presenting related information together
in cohesive sections. It has also presented the notes sorted from most to least important, as viewed by management. The
order presented is only illustrative and entities need to tailor the organisation of the notes to fit their specific circumstances.

© 2017 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss

entity. All rights reserved.
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Ind AS 1.117(a)

Ind AS 1.122

Ind AS 1.125, 129

NOLES 10 the consolidated financlal Statements (continued)

Basis of preparation (continued)

Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis except for the
following items:

Items Measurement basis

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

Contingent consideration in business combination  Fair value

Biological assets Fair value less costs to sell

Liabilities for cash-settled share-based payment Fair value

arrangements

Net defined benefit (asset)/ liability Fair value of plan assets less present value of

defined benefit obligations

Use of estimates and judgements

In preparing these consolidated financial statements, management has made judgements, estimates
and assumptions that affect the application of accounting policies and the reported amounts of
assets, liabilities, income and expenses. Actual results may differ from these estimates.

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

Judgements

Information about judgements made in applying accounting policies that have the most significant
effects on the amounts recognised in the consolidated financial statements is included in the
following notes:

- Note 8 - commission revenue: whether the Group acts as an agent rather than as a principal in
a transaction:

- Note 26(F) - leases: whether an arrangement contains a lease;
- Note 33 - lease classification; and
- Note 36 — consolidation: whether the Group has de facto control over an investee.

Assumptions and estimation uncertainties

Information about assumptions and estimation uncertainties that have a significant risk of resulting

in a material adjustment in the year ending 31 March 2018 is included in the following notes:

- Note 15 - impairment test of non-financial assets: key assumptions underlying recoverable
amounts including the recoverability of expenditure on internally- generated intangible assets;

- Note 16 - determining the fair value of biological assets on the basis of significant
unobservable inputs;

- Note 6 - determining the fair value less costs to sell of the disposal group on the basis of
significant unobservable inputs;

- Note 13 - recognition of deferred tax assets: availability of future taxable profit against which
tax losses carried forward can be used;

- Note 27 - measurement of defined benefit obligations: key actuarial assumptions;

- Notes 30 and 34 - recognition and measurement of provisions and contingencies: key
assumptions about the likelihood and magnitude of an outflow of resources;

- Note 7 - acquisition of subsidiary: fair value of the consideration transferred (including
contingent consideration) and fair value of the assets acquired and liabilities assumed,
measured on a provisional basis; and

- Note 32 — impairment of financial assets.

© 2017 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss

entity. All rights reserved.
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NOes [0 the consolidated financial Statements (continued)

2. Basis of preparation (continued)

E. Measurement of fair values

A number of the Group’s accounting policies and disclosures require measurement of fair values,
for both financial and non-financial assets and liabilities.

Ind AS 113.93(g) The Group has an established control framework with respect to the measurement of fair values.
This includes a valuation team that has overall responsibility for overseeing all significant fair value
measurements, including Level 3 fair values, and reports directly to the chief financial officer.

The valuation team regularly reviews significant unobservable inputs and valuation adjustments.
If third party information, such as broker quotes or pricing services, is used to measure fair values,
then the valuation team assesses the evidence obtained from the third parties to support the
conclusion that these valuations meet the requirements of Ind AS, including the level in the fair
value hierarchy in which the valuations should be classified.

Significant valuation issues are reported to the Company’s audit committee.

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

Ind AS 113.95 The Group recognises transfers between levels of the fair value hierarchy at the end of the reporting
period during which the change has occurred.

Further information about the assumptions made in measuring fair values is included in the
following notes:

- Note 28(B) — share-based payment;’

- Note 16(B) — biological assets;

- Note 6(C) — disposal group held for sale;
- Note 17 (B) — investment property;

- Note 32(B) - financial instruments; and
- Note 7(C) — acquisition of subsidiary?.

Ind AS 113.6(a) " The Group has included in the list above a reference to the disclosures about the measurement of fair values for
share-based payment arrangements. However, the measurement and disclosure requirements of Ind AS 113, Fair
Value Measurement do not apply to these arrangements.

2The Group has disclosed information about the fair value measurement of assets acquired in a business combination,
although the disclosure requirements of Ind AS 113 do not apply to the fair value of these assets if they are
subsequently measured at other than fair value. This disclosure is voluntary and is provided only for illustrative
purposes.

© 2017 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved.
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Ind AS 103.4, 32,
34, 36, 36A, 48, 53

Ind AS 103.B52

Ind AS 103.40, 58

Ind AS 103. 30,
B57-61

Ind AS 103.42

NOes [0 the consolidated financial Statements (continued)

3. Significant accounting polices

a. Basis of consolidation
i. Business combinations
Business combinations’ (other than common control business combinations) on or after 1 April 2014

As part of its transition to Ind AS, the Group has elected to apply the relevant Ind AS, viz. Ind AS 103,
Business Combinations, to only those business combinations that occurred on or after 1 April 2014. In
accordance with Ind AS 103, the Group accounts for these business combinations using the
acquisition method when control is transferred to the Group (see Note 3 (a)(ii)). The consideration
transferred for the business combination is generally measured at fair value as at the date the
control is acquired (acquisition date), as are the net identifiable assets acquired. Any goodwill that
arises is tested annually for impairment (see Note 3 (k)(ii)). Any gain on a bargain purchase is
recognised in OCl and accumulated in equity as capital reserve if there exists clear evidence of the
underlying reasons for classifying the business combination as resulting in a bargain purchase;
otherwise the gain is recognised directly in equity as capital reserve. Transaction costs are expensed
as incurred, except to the extent related to the issue of debt or equity securities (see Note 3(c)).

The consideration transferred does not include amounts related to the settlement of pre-existing
relationships with the acquiree. Such amounts are generally recognised in profit or loss.

Any contingent consideration is measured at fair value at the date of acquisition. If an obligation to
pay contingent consideration that meets the definition of a financial instrument is classified as
equity, then it is not remeasured subsequently and settlement is accounted for within equity. Other
contingent consideration is remeasured at fair value at each reporting date and changes in the fair
value of the contingent consideration are recognised in profit or loss.

If share-based payment awards (replacement awards) are required to be exchanged for awards
held by the acquiree’s employees (acquiree’s awards), then all or a portion of the amount of the
acquirer’s replacement awards is included in measuring the consideration transferred in the
business combination. The determination of the amount to be included in consideration
transferred is based on the market-based measure of the replacement awards compared with the
market-based measure of the acquiree’s awards and the extent to which the replacement awards
relate to pre-combination service

If a business combination is achieved in stages, any previously held equity interest in the acquiree
is re-measured at its acquisition date fair value and any resulting gain or loss is recognised in
profit or loss or OCI, as appropriate.

Business combinations prior to 1 April 2014
In respect of such business combinations, goodwill represents the amount recognised under the

Group's previous accounting framework under Indian GAAP adjusted for the reclassification of
certain intangibles.

"In these illustrative financial statements, it is assumed that there is no ‘common control business combination’. In case
there is a common control business combination, accounting policy for such a combination should also be given. The
accounting policy may be along the following lines:

Business combinations arising from transfers of interests in entities that are under the control of the shareholder that
controls the Group are accounted for as if the acquisition had occurred at the beginning of the earliest comparative period
presented or, if later, at the date that common control was established; for this purpose comparatives are revised. The assets
and liabilities acquired are recognised at their carrying amounts. The identity of the reserves is preserved and they appear
in the consolidated financial statements of the Group in the same form in which they appeared in the financial statements
of the acquired entity. The difference, if any, between the consideration and the amount of share capital of the acquired entity
is transferred to capital reserve.

© 2017 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
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NOLES {0 the consolidated financial Statements (continued)

3. Significant accounting polices (continued)
a. Basis of consolidation (continued)

ii. Subsidiaries
Ind AS 110.6, 20 Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed
to, or has rights to, variable returns from its involvement with the entity and has the ability to
affect those returns through its power over the entity. The financial statements of subsidiaries are
included in the consolidated financial statements from the date on which control commences until

the date on which control ceases.

iii. Non-controlling interests (NCI)

Ind AS 103.19 NCI are measured at their proportionate share of the acquiree’s net identifiable assets at the date of
acquisition’.

Ind AS 110.23, Changes in the Group’s equity interest in a subsidiary that do not result in a loss of control are

B96 accounted for as equity transactions.

iv. Loss of control

Ind AS 110.25, When the Group loses control over a subsidiary, it derecognises the assets and liabilities of the
B98-99 subsidiary, and any related NCI and other components of equity. Any interest retained in the
former subsidiary is measured at fair value at the date the control is lost. Any resulting gain or
loss is recognised in profit or loss.

v. Equity accounted investees ?

The Group's interests in equity accounted investees comprise interests in associates and joint

ventures.
Ind AS 111.15-16, An associate is an entity in which the Group has significant influence, but not control or joint
Ind AS 28.31 control, over the financial and operating policies. 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 rights to its
assets and obligations for its liabilities.

Ind AS 28.38-39 Interests in associates and joint ventures are accounted for using the equity method. They are
initially recognised at cost which includes transaction costs. Subsequent to initial recognition, the
consolidated financial statements include the Group’s share of profit or loss and OCI of equity-
accounted investees until the date on which significant influence or joint control ceases.

M Transactions eliminated on consolidation

Ind AS 110.B86(c), Intra-group balances and transactions, and any unrealised income and expenses arising from

Ind AS 25.28 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 investee®. Unrealised losses are eliminated in the same way as unrealised gains, but only to
the extent that there is no evidence of impairment.

Ind AS 103.19 " An entity has a choice on a combination-by-combination basis to measure any NCI that represents present ownership
interest in the acquiree at either fair value or the proportionate share of the acquiree’s net identifiable assets. In respect of
business combinations effected so far, the Group has elected the former approach.

2 Although it is not illustrated, an entity’s equity accounted investee may have accounting policies for items that do not apply
to the investor (e.g. policy relating to share based payments where none of the group entities has a share-based payment
arrangement). In our view, such accounting policies should be included in the accounting policy note for equity accounted
investees if their disclosure is necessary for an understanding of income from or the carrying amount of equity accounted
investees.

% In the absence of specific guidance in Ind AS, the Group has eliminated unrealised gains and losses resulting from
transactions with equity accounted investees against the investment in the investees.

© 2017 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved.
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Ind AS 21.21

Ind AS 21.23
Ind AS 109.B5.7.3,
6.5.11, 6.5.13

Ind AS 21.39

Ind AS 110.B94,
Ind AS 21.41
Ind AS 101.D13

Ind AS 21.48-48D

Ind AS 109.6.5.14

NOLES [0 the consolidated financial Statements (continued)

3. Significant accounting polices (continued)

b. Foreign currency
i. Foreign currency transactions

Transactions in foreign currencies are translated into the respective functional currencies of Group
companies 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.

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 based on historical cost in a foreign currency are translated at the exchange rate at the
date of the transaction. Exchange differences are recognised in profit or loss, except exchange
differences arising from the translation of the following items which are recognised in OCI":

- equity investments at fair value through OCI (FVOCI);

- a financial liability designated as a hedge of the net investment in a foreign operation to the extent
that the hedge is effective (see (iii)); and

- qualifying cash flow hedges to the extent that the hedges are effective.

=

ii. Foreign operations

The assets and liabilities of foreign operations (subsidiaries, associates, joint arrangements,
branches) including goodwill and fair value adjustments arising on acquisition, are translated into
INR, the functional currency of the Company, at the exchange rates at the reporting date. The income
and expenses of foreign operations are translated into INR 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.

In accordance with Ind AS 101, the Group has elected to deem foreign currency translation
differences that arose prior to the date of transition to Ind AS, i.e. 1 April 2015, in respect of all
foreign operations to be nil at the date of transition. From 1 April 2015 onwards, such exchange
differences are recognised in OCIl and accumulated in equity (as exchange differences on translating
the financial statements of a foreign operation), except to the extent that the exchange differences
are allocated to NCI.

When a foreign operation is disposed of in its entirety or partially such that control, significant
influence or joint control is lost, the cumulative amount of exchange differences related to that
foreign operation recognised in OCl is reclassified to profit or loss as part of the gain or loss on
disposal. If the Group disposes of part of its interest in a subsidiary but retains control, then the
relevant proportion of the cumulative amount is re-allocated to NCI. When the Group disposes of
only a part of its interest in an associate or a joint venture while retaining significant influence or
joint control, the relevant proportion of the cumulative amount is reclassified to profit or loss.

iii. Hedge of a net investment in a foreign operation

The Group applies hedge accounting to exchange differences arising between the functional
currency of the foreign operation and the Company’s functional currency (INR).

To the extent that the hedge is effective, exchange differences arising on the translation of a financial
liability designated as a hedge of a net investment in a foreign operation are recognised in OCI and
accumulated under other equity. Any remaining differences are recognised in profit or loss.

" Under previous GAAP, paragraph 46/46A of AS 11, The Effects of Changes in Foreign Exchange Rates, provided an
alternative accounting treatment to companies with respect to exchange differences arising on restatement of long-term
foreign currency monetary items. Exchange differences in respect of such items related to acquisition of depreciable assets
could be added to/ deducted from the cost of the depreciable asset, which would then be depreciated over the balance life of
the asset. In other cases, the exchange difference could be accumulated in a foreign currency monetary item translation
difference account, and amortised over the balance period of such long term monetary item. Ind AS 101 includes an optional
exemption that allows a first-time adopter to continue the above accounting treatment in respect of the long-term foreign
currency monetary items recognised in the financial statements for the period ending immediately before the beginning of the
first Ind AS financial reporting period. In these lllustrative Financial Statements, it has been assumed that the Company did
not opt for paragraph 46/46A of AS 11 under the previous GAAP.
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Ind AS109.3.1.1

Ind AS 109. 5.1.1,
5.1.3

Ind AS 109 .4.1.1

Ind AS 109 .4.4.1

Ind AS 109 .4.1.2

Ind AS 109 .4.1.2A

Ind AS 109 .4.1.4

Ind AS 109 .4.1.5

NOLES {0 the consolidated financial Statements (continued)

Significant accounting polices (continued)
Foreign currency (continued)
iii. Hedge of a net investment in a foreign operation (continued)

When the hedged net investment is disposed of, the relevant amount is transferred to profit or loss as
part of the gain or loss on disposal.

Financial instruments
i. Recognition and initial measurement

Trade receivables and debt securities issued are initially recognised when they are originated. All other
financial assets and financial liabilities are initially recognised when the Group 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 assets

On initial recognition, a financial asset is classified as measured at
- amortised cost;

- FVOCI - debt investment;

- FVOCI - equity investment; or

- FVTPL

Financial assets are not reclassified subsequent to their initial recognition, except if and in the period the
Group changes its business model 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

— 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.

A debt investment 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 initial recognition of an equity investment that is not held for trading, the Group 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 FVTPL. This includes all derivative financial assets. On initial recognition, the Group 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.
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3.  Significant accounting polices (continued)

c. Financial instruments (continued)
ii. Classification and subsequent measurement (continued)
Financial assets: Business model assessment

The Group makes an assessment of the objective of the business model in which a financial asset is
held at a portfolio level because this best reflects the way the business is managed and information
is provided to management. The information considered includes:

— the stated policies and objectives for the portfolio and the operation of those policies in practice.
These include whether management'’s strategy focuses on earning contractual interest income,
maintaining a particular interest rate profile, matching the duration of the financial assets to the
duration of any related liabilities or expected cash outflows or realising cash flows through the
sale of the assets;

- how the performance of the portfolio is evaluated and reported to the Group’s management;

- the risks that affect the performance of the business model (and the financial assets held within
that business model) and how those risks are managed;

- how managers of the business are compensated - e.g. whether compensation is based on the fair
value of the assets managed or the contractual cash flows collected; and

- the frequency, volume and timing of sales of financial assets in prior periods, the reasons for
such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are
not considered sales for this purpose, consistent with the Group’s continuing recognition of the
assets’.

Financial assets that are held for trading or are managed and whose performance is evaluated on a
fair value basis are measured at FVTPL.

Financial assets: Assessment whether contractual cash flows are solely payments of principal and
interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on
initial recognition. ‘Interest’ is defined as consideration for the time value of money and for the
credit risk associated with the principal amount outstanding during a particular period of time and
for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as a profit
margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the
Group considers the contractual terms of the instrument. This includes assessing whether the
financial asset contains a contractual term that could change the timing or amount of contractual
cash flows such that it would not meet this condition. In making this assessment, the Group
considers:

— contingent events that would change the amount or timing of cash flows;
— terms that may adjust the contractual coupon rate, including variable interest rate features;
- prepayment and extension features; and

- terms that limit the Group’s claim to cash flows from specified assets (e.g. non- recourse
features).

"Ind AS 109, Financial Instruments, does not provide specific guidance for business model assessment related to portfolios
of financial assets for which the entity’s objectives include transfers of financial assets to third parties in transactions that do
not qualify for derecognition. In our view, whether such a portfolio is considered consistent with a held-to-collect business
model depends on the circumstances.
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Significant accounting polices (continued)

Financial instruments (continued)

ii. Classification and subsequent measurement (continued)

A prepayment feature is consistent with the solely payments of principal and interest criterion if the
prepayment amount substantially represents unpaid amounts of principal and interest on the
principal amount outstanding, which may include reasonable additional compensation for early
termination of the contract. Additionally, for a financial asset acquired at a significant discount or
premium to its contractual par amount, a feature that permits or requires prepayment at an amount
that substantially represents the contractual par amount plus accrued (but unpaid) contractual
interest (which may also include reasonable additional compensation for early termination) is
treated as consistent with this criterion if the fair value of the prepayment feature is insignificant at

initial recognition.

Financial assets: Subsequent measurement and gains and losses

Financial assets
at FVTPL

These assets are subsequently measured at fair value. Net gains and losses,
including any interest or dividend income, are recognised in profit or loss.
However, see Note 3(c)(v) for derivatives designated as hedging instruments.

Financial assets
at amortised
cost

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

Debt
investments at
FVOCI

These assets are subsequently measured at fair value. Interest income under the
effective interest method, foreign exchange gains and losses and impairment
are recoghnised in profit or loss. Other net gains and losses are recognised in

OCI. On derecognition, gains and losses accumulated in OCI are reclassified to
profit or loss.

Equity These assets are subsequently measured at fair value. Dividends are recognised
investments at as income in profit or loss unless the dividend clearly represents a recovery of
FVOCI part of the cost of the investment. Other net gains and losses are recognised in

OCl and are not reclassified to profit or loss.

Financial liabilities: Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is
classified as at FVTPL if it is 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
derecognition is also recognised in profit or loss. See Note 3(c)(v) for financial liabilities designated
as hedging instruments.

iii. Derecognition
Financial assets

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

If the Group 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.
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Significant accounting polices (continued)
Financial instruments (continued)
Financial liabilities

The Group derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire.

The Group 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

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

v. Derivative financial instruments and hedge accounting

The Group holds derivative financial instruments to hedge its foreign currency and interest rate risk
exposures. Embedded derivatives are separated from the host contract and accounted for
separately if the host contract is not a financial asset and certain criteria are met.

Derivatives are initially measured at fair value. Subsequent to initial recognition, derivatives are
measured at fair value, and changes therein are generally recognised in profit or loss.

The Group designates certain derivatives as hedging instruments to hedge the variability in cash
flows associated with highly probable forecast transactions arising from changes in foreign
exchange rates and interest rates and certain derivatives and non- derivative financial liabilities as
hedges of foreign exchange risk on a net investment in a foreign operation.

At inception of designated hedging relationships, the Group documents the risk management
objective and strategy for undertaking the hedge. The Group also documents the economic
relationship between the hedged item and the hedging instrument, including whether the changes
in cash flows of the hedged item and hedging instrument are expected to offset each other.

Cash flow hedges

When a derivative is designated as a cash flow hedging instrument, the effective portion of
changes in the fair value of the derivative is recognised in OCI and accumulated in the other equity
under ‘effective portion of cash flow hedges’. The effective portion of changes in the fair value of
the derivative that is recognised in OCl is limited to the cumulative change in fair value of the
hedged item, determined on a present value basis, from inception of the hedge. Any ineffective
portion of changes in the fair value of the derivative is recognised immediately in profit or loss.

The Group designates only the change in fair value of the spot element of forward exchange
contracts as the hedging instrument in cash flow hedging relationships. The change in fair value of
the forward element of forward exchange contracts (‘forward points’) is separately accounted for
as a cost of hedging and recognised separately within equity".

When the hedged forecast transaction subsequently results in the recognition of a non-financial
item such as inventory, the amount accumulated in other equity is included directly in the initial
cost of the non-financial item when it is recognised. For all other hedged forecast transactions, the
amount accumulated in other equity is reclassified to profit or loss in the same period or periods
during which the hedged expected future cash flows affect profit or loss.

"The Group has adopted this as an accounting policy choice.
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Significant accounting polices (continued)
Financial instruments (continued)
v. Derivative financial instruments and hedge accounting (continued)

If a hedge no longer meets the criteria for hedge accounting or the hedging instrument is sold, expires,
is terminated or is exercised, then hedge accounting is discontinued prospectively. When hedge
accounting for cash flow hedges is discontinued, the amount that has been accumulated in other
equity remains there until, for a hedge of a transaction resulting in recognition of a non-financial item,
it is included in the non-financial item’s cost on its initial recognition or, for other cash flow hedges, it
is reclassified to profit or loss in the same period or periods as the hedged expected future cash flows
affect profit or loss.

If the hedged future cash flows are no longer expected to occur, then the amounts that have been
accumulated in other equity are immediately reclassified to profit or loss.

Net investment hedges

When a derivative instrument or a non-derivative financial liability is designated as the hedging
instrument in a hedge of a net investment in a foreign operation, the effective portion of changes in
the fair value of the hedging instrument (for a derivative) or foreign exchange gains and losses (for a
non-derivative) is recognised in OCl and presented in other equity within equity. Any ineffective
portion of the changes in the fair value of the derivative or foreign exchange gains and losses on the
non-derivative is recognised immediately in profit or loss. The amount recognised in OCl is
reclassified to profit or loss as a reclassification adjustment on disposal of the foreign operation.

Compound financial instruments

Compound financial instruments issued by the Group comprise convertible debentures denominated
in INR that can be converted to equity shares at the option of the holder, when the number of shares to
be issued is fixed and does not vary with changes in fair value.

The liability component of a compound financial instrument is initially recognised at the fair value of a
similar liability that does not have an equity conversion option. The equity component is initially
recognised at the difference between the fair value of the compound financial instrument as a whole
and the fair value of the liability component. Any directly attributable transaction costs are allocated to
the liability and equity components in proportion to their initial carrying amounts.

Subsequent to initial recognition, the liability component of a compound financial instrument is
measured at amortised cost using the effective interest method. The equity component of a
compound financial instrument is not remeasured subsequently.

Interest related to the financial liability is recognised in profit or loss (unless it qualifies for inclusion in
the cost of an asset). In case of conversion at maturity, the financial liability is reclassified to equity
and no gain or loss is recognised.

Non-derivative financial assets — service concession arrangements

The Group recognises a financial asset arising from a service concession arrangement when it has an
unconditional contractual right to receive cash or another financial asset from or at the direction of the
grantor of the concession for the construction or upgrade services provided. Such financial assets are
measured at fair value upon initial recognition and classified as trade receivables. Subsequent to
initial recognition, such financial assets are measured at amortised cost.

If the Group is paid for the construction services partly by a financial asset and partly by an intangible
asset, then each component of the consideration is accounted for separately and is initially recognised
at its fair value (See also Note 3(g)(ii)).
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Significant accounting polices (continued)
Property, plant and equipment
i. Recognition and measurement

Items of property, plant and equipment are measured at cost, which includes capitalised borrowing
costs, less accumulated depreciation and accumulated impairment losses, if any.

Cost of an item of property, plant and equipment comprises its purchase price, including import
duties and non-refundable purchase taxes, after deducting trade discounts and rebates, any directly
attributable cost of bringing the item to its working condition for its intended use and estimated
costs of dismantling and removing the item and restoring the site on which it is located.

The cost of a self-constructed item of property, plant and equipment comprises the cost of materials
and direct labor, any other costs directly attributable to bringing the item to working condition for its
intended use, and estimated costs of dismantling and removing the item and restoring the site on
which it is located.

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

Any gain or loss on disposal of an item of property, plant and equipment is recognised in profit or
loss.

ii. Transition to Ind AS

On transition to Ind AS, the Group has elected to continue with the carrying value of all of its property,
plant and equipment recognised as at 1 April 2015, measured as per the previous GAAP, and use that
carrying value as the deemed cost of such property, plant and equipment(see Note 39).

iii. Subsequent expenditure

Subsequent expenditure is capitalised only if it is probable that the future economic benefits
associated with the expenditure will flow to the Group.

iv. Depreciation

Depreciation is calculated on cost' of items of property, plant and equipment less their estimated
residual values over their estimated useful lives using the straight-line method?, and is generally
recognised in the statement of profit and loss. Assets acquired under finance leases are depreciated
over the shorter of the lease term and their useful lives unless it is reasonably certain that the
Group will obtain ownership by the end of the lease term. Freehold land is not depreciated.

"In case of revaluation, depreciation is provided with reference to revalued amount.

Ind AS 16.62 2 An entity should select the method that most closely reflects the expected pattern of consumption of the  future
economic benefits embodied in the asset.
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3. Significant accounting polices (continued)

f. Property, plant and equipment (continued)
iv. Depreciation (continued)

The estimated useful lives of items of property, plant and equipment for the current and
comparative periods are as follows:

Sch ILA.3(i), Asset Management estimate Useful life as per

Ind AS 16.51 of useful life Schedule II"
Buildings 40 years 30 years
Plant and equipment (other than major 5-12 years 8-20 years
components accounted for separately)
Major components of plant and equipment 3-5 years 8-20 years
Fixtures and fittings 5-10 years 10 years
Depreciation method, useful lives and residual values are reviewed at each financial year-end
and adjusted if appropriate. Based on technical evaluation and consequent advice, the
management believes that its estimates of useful lives as given above best represent the period
over which management expects to use these assets. Estimates in respect of certain items of
plant and equipment were revised in 2016.
Depreciation on additions (disposals) is provided on a pro-rata basis i.e. from (upto) the date on
which asset is ready for use (disposed of).
v. Reclassification to investment property

Ind AS 40.59 When the use of a property changes from owner-occupied to investment property, the property
is reclassified as investment property at its carrying amount on the date of reclassification.

g. Goodwill and other intangible assets

i. Goodwill

Ind AS 38.107-108 For measurement of goodwill that arises on a business combination (see Note 3(a)(i)).

Ind AS 101 App.
C4(g)

Subsequent measurement is at cost less any accumulated impairment losses.

In respect of business combinations that occurred prior to 1 April 2014, goodwill is included on
the basis of its deemed cost, which represents the amount recorded under previous GAAR
adjusted for the reclassification of certain intangibles.

" As per Schedule Il ‘where a company adopts a useful life different from what is specified in Part C or uses a residual value
different from the limit specified above, the financial statements shall disclose such difference and provide justification in this
behalf duly supported by technical advice.” Accordingly, to show such difference, the useful life as per Schedule Il has also been
given. However, many companies only give management estimate of useful life and not this information on the basis that ICAI
Guidance Note on Accounting for Depreciation in Companies in the context of Schedule Il to the Companies Act, 2013 states as
below:

“63 Apart from the disclosures required under the accounting standards, Schedule Il requires disclosure of useful life and/or
residual value, if they are different from those specified under that Schedule. In this regard, following disclosures should be
made:

(i) Disclosure of assets along with their useful lives where different from those specified under Schedule Il including where the
useful life estimated as per double/triple shift is different from that as would be estimated on the basis of increase in

depreciation by 50% or 100% in case of double shift and triple shift respectively of single shift based depreciation.”

Our preferred view is that this indicative useful life as per Schedule Il should also be given.
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Significant accounting polices (continued)

Goodwill and other intangible assets (continued)

ii. Other intangible assets

Internally generated: Research and development

Expenditure on research activities is recognised in profit or loss as incurred.

Development expenditure is capitalised as part of the cost of the resulting intangible asset only if the
expenditure can be measured reliably, the product or process is technically and commercially
feasible, future economic benefits are probable, and the Group intends to and has sufficient resources
to complete development and to use or sell the asset. Otherwise, it is recognised in profit or loss as
incurred. Subsequent to initial recognition, the asset is measured at cost less accumulated
amortisation and any accumulated impairment losses.

Service concession arrangements

The Group recognises an intangible asset arising from a service concession arrangement to the
extent it has a right to charge for use of the concession infrastructure. The fair value, at the time of
initial recognition of such an intangible asset received as consideration for providing construction or
upgrade services in a service concession arrangement, is regarded to be its cost. Subsequent to
initial recognition the intangible asset is measured at cost, less any accumulated amortisation and
accumulated impairment losses. (See Note 3(e))

Others

Other intangible assets including those acquired by the Group in a business combination are initially
measured at cost. Such intangible assets are subsequently measured at cost less accumulated
amortisation and any accumulated impairment losses.

iii. Subsequent expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure, including expenditure on
internally generated goodwill and brands, is recognised in profit or loss as incurred.

iv. Transition to Ind AS

On transition to Ind AS, the Group has elected to continue with the carrying value of all of its
intangible assets recognised as at 1 April 2015, measured as per the previous GAAP, and use that
carrying value as the deemed cost of such intangible assets.

v. Amortisation

Goodwill is not amortised and is tested for impairment annually.

Amortisation is calculated to write off the cost of intangible assets less their estimated residual
values over their estimated useful lives using the straight-line method, and is included in

depreciation and amortisation in Statement of Profit and Loss.

The estimated useful lives are as follows:

- Patents and trademarks 10-20 years
- Formulae and designs 5-7 years
- Service concession arrangement 5 years

The estimated useful life of an intangible asset in a service concession arrangement is the period
from when the Group is able to charge the public for the use of the infrastructure to the end of the
concession period.

Amortisation method, useful lives and residual values are reviewed at the end of each financial year and
adjusted if appropriate.
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3. Significant accounting polices (continued)
h. Biological assets

Biological assets, i.e. living animals or plants (other than bearer plants which are included in property,
plant and equipment) are measured at fair value less costs to sell, with any change therein recognised
in profit or loss.

i. Investment property’

Investment property is property held either to earn rental income or for capital appreciation or for
both, but not for sale in the ordinary course of business, use in the production or supply of goods or
services or for administrative purposes. Upon initial recognition, an investment property is measured
at cost. Subsequent to initial recognition, investment property is measured at cost less accumulated
depreciation and accumulated impairment losses, if any.

On transition to Ind AS, the Group has elected to continue with the carrying value of all of its investment
property recognised as at 1 April 2015, measured as per the previous GAAP and use that carrying value
as the deemed cost of such investment property.

Based on technical evaluation and consequent advice, the management believes a period of 35 years as
representing the best estimate of the period over which investment properties (which are quite similar)
are expected to be used. Accordingly, the Group depreciates investment properties over a period of 35
years on a straight-line basis. The useful life estimate of 35 years is different from the indicative useful
life of relevant type of buildings mentioned in Part C of Schedule Il to the Act i.e. 30 years?.

Any gain or loss on disposal of an investment property is recognised in profit or loss.
The fair values of investment property is disclosed in the notes. Fair values is determined by an
independent valuer who holds a recognised and relevant professional qualification and has recent

experience in the location and category of the investment property being valued.

j- Inventories

Ind AS 2.9,10,13 25 Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based

Ind AS 2.6

Ind AS 2.20

Ind AS 2.32

on the first-in first-out formula, and includes expenditure incurred in acquiring the inventories,
production or conversion costs and other costs incurred in bringing them to their present location and
condition. In the case of manufactured inventories and work-in-progress, cost includes an appropriate
share of fixed production overheads based on normal operating capacity.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and selling expenses.

The cost of timber harvested is its fair value less costs to sell at the date of harvest.

The net realisable value of work-in-progress is determined with reference to the selling prices of
related finished products.

Ind AS 40.75(c)

" if the classification of a property as investment property or otherwise is difficult, then an entity discloses the criteria developed to
distinguish investment property from owner-occupied property and from property held for sale in the ordinary course of business.

2 As per Schedule Il ‘where a company adopts a useful life different from what is specified in Part C or uses a residual value
different from the limit specified above, the financial statements shall disclose such difference and provide justification in this
behalf duly supported by technical advice.” Accordingly, to show such difference, the useful life as per Schedule Il has also been
given. However, many companies only give management estimate of useful life and not this information on the basis that ICAl
Guidance Note on Accounting for Depreciation in Companies in the context of Schedule Il to the Companies Act, 2013 states as
below:

“63 Apart from the disclosures required under the accounting standards, Schedule Il requires disclosure of useful life and/or
residual value, if they are different from those specified under that Schedule. In this regard, following disclosures should be made:

(i) Disclosure of assets along with their useful lives where different from those specified under Schedule Il including where the
useful life estimated as per double/triple shift is different from that as would be estimated on the basis of increase in depreciation

by 50% or 100% in case of double shift and triple shift respectively of single shift based depreciation.”

Our preferred view is that this indicative useful life as per Schedule Il should also be given.
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3. Significant accounting polices (continued)

j- Inventories (continued)

Raw materials, components and other supplies held for use in the production of finished products
are not written down below cost except in cases where material prices have declined and it is
estimated that the cost of the finished products will exceed their net realisable value.

Ind AS 2.29 The comparison of cost and net realisable value is made on an item-by-item basis.
k. Impairment
i. Impairment of financial instruments

Ind AS 107.21, Ind AS The Group recognises loss allowances for expected credit losses on:
109.5.5.1 - financial assets measured at amortised cost; and
- financial assets measured at FVOCI- debt investments.

At each reporting date, the Group assesses whether financial assets carried at amortised cost and
debt securities at FVOCI are credit- impaired. A financial asset is ‘credit- impaired’ when one or
more events that have a detrimental impact on the estimated future cash flows of the financial
asset have occurred.

Evidence that a financial asset is credit- impaired includes the following observable data:
- significant financial difficulty of the borrower or issuer;
- a 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 bankruptcy or other financial reorganisation; or
- the disappearance of an active market for a security because of financial difficulties.

Ind AS 107.35F(a)(i), The Group measures loss allowances at an amount equal to lifetime expected credit losses, except
Ind AS 109 5.5.3, for the following, which are measured as 12 month expected credit losses:

5.56.5,5.5.11,5.5.15,

5.5.16 - debt securities that are determined to have low credit risk at the reporting date; and

- other debt securities and 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 equal 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 are possible within 12 months after the reporting date (or a shorter period if the
expected life of the instrument is less than 12 months).

In all cases, the maximum period considered when estimating expected credit losses is the
maximum contractual period over which the Group 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 Group 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 Group's historical
experience and informed credit assessment and including forward- looking information.

" For lease receivables and trade receivables with a significant financing component, an entity can choose as an accounting policy
either to apply the general model for measuring loss allowance or always to measure the loss allowance at an amount equal to the
lifetime expected credit loss. In these illustrative financial statements, we have assumed that the Group has chosen the latter policy.
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Significant accounting polices (continued)
Impairment (continued)
i. Impairment of financial instruments (continued)

The Group assumes that the credit risk on a financial asset has increased significantly if it is more
than 30 days past due.

The Group considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held); or

- the financial asset is 90 days or more past due.

The Group considers a debt security to have low credit risk when its credit risk rating is equivalent to
‘investment grade’ e.g. BBB or higher as per rating agency [S&P and/ or CRISIL].

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. the difference between the cash flows due
to the Group in accordance with the contract and the cash flows that the Group expects to receive).

Presentation ofallowance for expected credit lossesinthe balance sheet

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

For debt securities at FVOCI, the loss allowance is charged to profit or loss and is recognised in OCI.
Write-off

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent
that there is no realistic prospect of recovery. This is generally the case when the Group determines
that the debtor does not have assets or sources of income that could generate sufficient cash flows to
repay the amounts 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 Group’s procedures for recovery of
amounts due.

ii. Impairment of non-financial assets

The Group’s non-financial assets, other than biological assets, inventories and deferred tax assets,
are reviewed at each reporting date to determine whether there is any indication of impairment. If
any such indication exists, then the asset’s recoverable amount is estimated. Goodwill is tested
annually for impairment.

For impairment testing, assets that do not generate independent cash inflows are grouped
together into cash-generating units (CGUs). Each CGU represents the smallest group of assets
that generates cash inflows that are largely independent of the cash inflows of other assets or
CGUs.

Goodwill arising from a business combination is allocated to CGUs or groups of CGUs that are
expected to benefit from the synergies of the combination.

The recoverable amount of a CGU (or an individual asset) is the higher of its value in use and its
fair value less costs 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 market assessments of the
time value of money and the risks specific to the CGU (or the asset).
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Significant accounting polices (continued)
Impairment (continued)
ii. Impairment of non-financial assets (continued)

The Group'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 if the carrying amount of an asset or CGU exceeds its estimated
recoverable amount. Impairment losses are recognised in the statement of profit and loss.
Impairment loss recognised in respect of a CGU is allocated first to reduce the carrying amount of
any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other assets of
the CGU (or group of CGUs) on a pro rata basis.

An impairment loss in respect of goodwill is not subsequently reversed. In respect of other assets
for which impairment loss has been recognised in prior periods, the Group reviews at each
reporting date whether there is any indication that the loss has decreased or no longer exists. 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.

Non-current assets or disposal group held for sale

Non-current assets, or disposal groups comprising assets and liabilities are classified as held for
sale if it is highly probable that they will be recovered primarily through sale rather than through
continuing use.

Such assets, or disposal groups, are generally measured at the lower of their carrying amount and
fair value less costs to sell. Any resultant loss on a disposal group is allocated first to goodwill, and
then to remaining assets and liabilities on pro rata basis, except that no loss is allocated to
inventories, financial assets, deferred tax assets, employee benefit assets, and biological assets,
which continue to be measured in accordance with the Group’s other accounting policies. Losses on
initial classification as held for sale and subsequent gains and losses on re-measurement are
recognised in profit or loss.

Once classified as held-for-sale, intangible assets, property, plant and equipment and investment
properties are no longer amortised or depreciated, and any equity-accounted investee is no longer
equity accounted.

Employee benefits
i. Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided. A liability is recognised for the amount expected to be paid e.g.,
under short-term cash bonus, if the Group has a present legal or constructive obligation to pay this
amount as a result of past service provided by the employee, and the amount of obligation can be
estimated reliably.

ii. Share-based payment transactions

The grant date fair value of equity settled share-based payment awards granted to employees is
recognised as an employee expense, with a corresponding increase in equity, over the period that
the employees unconditionally become entitled to the awards. The amount recognised as expense
is based on the estimate of the number of awards for which the related service and non-market
vesting conditions are expected to be met, such that the amount ultimately recognised as an
expense is based on the number of awards that do meet the related service and non-market
vesting conditions at the vesting date. For share-based payment awards with non-vesting
conditions, the grant date fair value of the share-based payment is measured to reflect such
conditions and there is no true-up for differences between expected and actual outcomes.
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Significant accounting polices (continued)
Employee benefits (continued)
ii. Share-based payment transactions (continued)

The fair value of the amount payable to employees in respect of share appreciation rights (SARs),
which are settled in cash, is recognised as an expense with a corresponding increase in liabilities,
over the period that the employees unconditionally become entitled to the payment. The liability is
remeasured at each reporting date and at settlement date based on the fair value of the SARs. Any
changes in the fair value of the liability are recognised in profit or loss.

iii. Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounts. The Group makes specified monthly contributions towards Government administered
provident fund scheme. Obligations for contributions to defined contribution plans are recognised
as an employee benefit expense in profit or loss in the periods during which the related services are
rendered by employees.

Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in
future payments is available.

iv. Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The
Group's net obligation in respect of defined benefit plans is calculated separately for each plan by
estimating the amount of future benefit that employees have earned in the current and prior periods,
discounting that amount and deducting the fair value of any plan assets.

The calculation of defined benefit obligation is performed annually by a qualified actuary using the
projected unit credit method. When the calculation results in a potential asset for the Group, the
recognised asset is limited to the present value of economic benefits available in the form of any
future refunds from the plan or reductions in future contributions to the plan (‘the asset ceiling’). In
order to calculate the present value of economic benefits, consideration is given to any minimum
funding requirements.

Remeasurements of the net defined benefit liability, which comprise actuarial gains and losses, the
return on plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding
interest), are recognised in OCI. The Group determines the net interest expense (income) on the net
defined benefit liability (asset) for the period by applying the discount rate used to measure the
defined benefit obligation at the beginning of the annual period to the then-net defined benefit
liability (asset), taking into account any changes in the net defined benefit liability (asset) during the
period as a result of contributions and benefit payments. Net interest expense and other expenses
related to defined benefit plans are recognised in profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit
that relates to past service (‘past service cost’ or ‘past service gain’) or the gain or loss on curtailment
is recognised immediately in profit or loss. The Group recognises gains and losses on the settlement
of a defined benefit plan when the settlement occurs.

v. Other long-term employee benefits

The Group’s net obligation in respect of long-term employee benefits other than post-employment
benefits is the amount of future benefit that employees have earned in return for their service in the
current and prior periods; that benefit is discounted to determine its present value, and the fair
value of any related assets is deducted. The obligation is measured on the basis of an annual
independent actuarial valuation using the projected unit credit method. Remeasurements gains or losses
are recognised in profit or loss in the period in which they arise.
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Significant accounting polices (continued)
Employee benefits (continued)
vi. Termination benefits

Termination benefits are expensed at the earlier of when the Group can no longer withdraw the offer
of those benefits and when the Group recognises costs for a restructuring. If benefits are not expected
to be settled wholly within 12 months of the reporting date, then they are discounted.

Provisions (other than for employee benefits)

A provision is recognised if, as a result of a past event, the Group 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 operating losses are not provided for.

i. Warranties

A provision for warranties is recognised when the underlying products or services are sold. The
provision is based on technical evaluation, historical warranty data and a weighting of all possible
outcomes by their associated probabilities.

ii. Restructuring

A provision for restructuring is recognised when the Group has approved a detailed formal
restructuring plan, and the restructuring either has commenced or has been announced publicly.

iii. Site restoration

In accordance with the Group’s published environmental policy and applicable legal requirements, a
provision for site restoration in respect of contaminated land is recognised when the land is
contaminated. The provision is measured at the present value of the best estimate of the cost of
restoration.

iv. Onerous contracts

A contract is considered to be onerous when the expected economic benefits to be derived by the
Group from the contract are lower than the unavoidable cost of meeting its obligations under the
contract. The provision for an onerous contract is measured at the present value of the lower of the
expected cost of terminating the contract and the expected net cost of continuing with the contract.
Before such a provision is made, the Group recognises any impairment loss on the assets associated
with that contract.

Revenue
i. Sale of goods

Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of the
consideration received or receivable, net of returns, trade discounts and volume rebates. This inter alia
involves discounting of the consideration due to the present value if payment extends beyond normal
credit terms. Revenue is recognised when the significant risks and rewards of ownership have been
transferred to the buyer, recovery of the consideration is probable, the associated costs and possible
return of goods can be estimated reliably, there is no continuing effective control over, or managerial
involvement with, the goods, and the amount of revenue can be measured reliably.

The timing of transfers of risks and rewards varies depending on the individual terms of sale. For
sales of timber and paper products, usually such transfer occurs when the product is received at
the customer’s warehouse; however, for some international shipments transfer occurs upon
loading the goods onto the relevant carrier at the port of the seller. Generally for such products the
buyer has no right of return. For sales of livestock, transfer occurs upon receipt by the customer.
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NOLES [0 the consolidated financial Statements (continued)

Significant accounting polices (continued)
Revenue (continued)

i. Sale of goods (continued)

Customer loyalty programmes

For customer loyalty programmes, the fair value of the consideration received or receivable in
respect of the initial sale is allocated between the award credits and the other components of
the sale. The amount allocated to award credits is deferred and is recognised as revenue when
the award credits are redeemed and the Group has fulfilled its obligations to supply the
discounted products under the terms of the programme or when it is no longer probable that
the award credits will be redeemed.

ii. Rendering of services

Revenue from services rendered is recognised in profit or loss in proportion to the stage of
completion of the transaction at the reporting date. The stage of completion is assessed by
reference to surveys of work performed.

The Group is involved in managing forest resources, as well as performing related services, for third
parties. If the services under a single arrangement are rendered in different reporting periods, then
the consideration is allocated on a relative fair value basis between the different services.

iii. Construction contracts

Construction contract revenue arises from construction of storage units and warehouses for some of
the Group’s customers in the Timber Products segment. These storage units and warehouses are
constructed based on specifically negotiated contracts with customers

Contract revenue includes the 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 be measured reliably.

If the outcome of a construction contract can be estimated reliably, contract revenue is recognised
in profit or loss in proportion to the stage of completion of the contract. The stage of completion is
assessed by reference to surveys of work performed. Otherwise, contract revenue is recognised
only to the extent of contract costs incurred that are likely to be recoverable.

Contract costs are recognised as expenses as incurred unless they create an asset related to future
contract activity. An expected loss on a contract is recognised immediately in profit or loss.

iv. Commissions

When the Group acts in the capacity of an agent rather than as the principal in a transaction, the
revenue recognised is the net amount of commission earned by the Group.

v. Rental income

Rental income from investment property is recognised as part of revenue from operations in profit
or loss on a straight-line basis over the term of the lease except where the rentals are structured to
increase in line with expected general inflation. Lease incentives granted are recognised as an
integral part of the total rental income, over the term of the lease. Rental income from sub-leasing
is also recognised in a similar manner and included under other income.

vi. Service concession arrangements

Revenue related to construction or upgrade services provided under a service concession arrangement
is recognised based on the stage of completion of the work performed, consistent with the Group's
accounting policy on recognising revenue on construction contacts (see (iii) above). Operation or
service revenue is recognised in the period in which the services are provided by the Group.
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Significant accounting polices (continued)
Revenue (continued)
vii. Multiple deliverable arrangements

When two or more revenue generating activities or deliverables are provided under a single
arrangement, each deliverable that is considered to be a separate unit of account is accounted for
separately. The allocation of consideration from a revenue arrangement to its separate units of
account is based on the relative fair value of each unit. If the fair value of the delivered item is not
reliably measurable, then revenue is allocated based on the difference between the total
arrangement consideration and the fair value of the undelivered item.

Government grants

An unconditional government grant related to a biological asset that is measured at fair value less
cost to sell is recognised in profit or loss as other income when the grant becomes receivable.
Other government grants are recognised initially as deferred income at fair value when there is
reasonable assurance that they will be received and the Group will comply with the conditions
associated with the grant; they are then recognised in profit or loss as other operating revenue on a
systematic basis.

Grants that compensate the Group for expenses incurred are recognised in profit or loss as
other operating revenue on a systematic basis in the periods in which such expenses are
recognised.

Leases
i. Determining whether an arrangement contains a lease
At inception of an arrangement, it is determined whether the arrangement is or contains a lease.

At inception or on reassessment of the arrangement that contains a lease, the payments and
other consideration required by such an arrangement are separated into those for the lease and
those for other elements on the basis of their relative fair values. If it is concluded for a finance
lease that it is impracticable to separate the payments reliably, then an asset and a liability are
recognised at an amount equal to the fair value of the underlying asset. The liability is reduced
as payments are made and an imputed finance cost on the liability is recognised using the
incremental borrowing rate.

ii. Assets held under leases

Leases of property, plant and equipment that transfer to the Group substantially all the risks and
rewards of ownership are classified as finance leases. The leased assets are measured initially at
an amount equal to the lower of their fair value and the present value of the minimum lease
payments. Subsequent to initial recognition, the assets are accounted for in accordance with the
accounting policy applicable to similar owned assets.

Assets held under leases that do not transfer to the Group substantially all the risks and rewards
of ownership (i.e. operating leases) are not recognised in the Group’s Balance Sheet.

iii. Lease payments

Payments made under operating leases are generally recognised in profit or loss on a straight-line
basis over the term of the lease unless such payments are structured to increase in line with
expected general inflation to compensate for the lessor’s expected inflationary cost increases.
Lease incentives received are recognised as an integral part of the total lease expense over the
term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance charge
and the reduction of the outstanding liability. The finance charge is allocated to each period during
the lease term so as to produce a constant periodic rate of interest on the remaining balance of
the liability.
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Significant accounting polices (continued)
Recognition of dividend income, interest income or expense

Dividend income is recognised in profit or loss on the date on which the Group’s right to receive
payment is established.

Interest income or expense is recognised using the effective interest method.

The ‘effective interest rate’ is the rate that exactly discounts 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.

Income tax

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

i. Current tax

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. Itis measured using tax rates (and tax laws) enacted
or substantively enacted by the reporting date.

Current tax assets and current tax liabilities 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.

ii. Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts of
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 is not recognised for:

- temporary differences arising on the initial recognition of assets or liabilities in a transaction

that is not a business combination and that affects neither accounting nor taxable profit or loss
at the time of the transaction;

- temporary differences related to investments in subsidiaries, associates and joint arrangements

to the extent that the Group is able to control the timing of the reversal of the temporary
differences and it is probable that they will not reverse in the foreseeable future; and

- taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax assets are recognised to the extent that it is probable that future taxable 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 a history of recent losses, the
Group 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 realised. Deferred tax assets — unrecognised or
recognised, are reviewed at each reporting date and are recognised/ reduced to the extent that it is
probable/ no longer probable respectively that the related tax benefit will be realised.
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Significant accounting polices (continued)
Income tax (continued)
ii. Deferred tax (continued)

Deferred tax is measured at the tax rates that are expected to apply to the period when the asset is
realised 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 Group expects, at the reporting date, to recover or settle the carrying amount of its assets
and liabilities.

Deferred tax assets and liabilities are offset 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 authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a
net basis or their tax assets and liabilities will be realised simultaneously.

Discontinued Operations

A discontinued operation is a component of the Group’s business, the operations and cash flows of

which can be clearly distinguished from those of the rest of the Group and which represents a separate

major line of business or geographical area of operations and

— is part of a single co-ordinated plan to dispose of a separate major line of business or geographic
area of operations; or

— is asubsidiary acquired exclusively with a view to re-sale.

Classification as a discontinued operation occurs upon disposal or when the operation meets the criteria
to be classified as held for sale, if earlier.

When an operation is classified as a discontinued operation, the comparative statement of profit and
loss is re-presented as if the operation had been discontinued from the start of the comparative period.

Borrowing cost

Borrowing costs are interest and other costs (including exchange differences relating to foreign currency
borrowings to the extent that they are regarded as an adjustment to interest costs) incurred 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 capitalised
as part of the cost of that asset. Other borrowing costs are recognised as an expense in the period in
which they are incurred.
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4. Operating segments
A. Basis for segmentation

An operating segment is a component of the Group 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 Group’s other components, and for which discrete financial
information is available. All operating segments’ operating results are reviewed regularly by the
Group's Chief Executive Officer (CEO) to make decisions about resources to be allocated to the
segments and assess their performance.

Ind AS 108.20- 22 The Group has six reportable segments, as described below, which are the Group's strategic
business units. These business units offer different products and services, and are managed
separately because they require different technology and marketing strategies. For each of the
business units, the Group's CEO reviews internal management reports on at least a quarterly
basis.

The following summary describes the operations in each of the Group's reportable segments:

Reportable segments Operations

Standard Papers Manufacturing and distributing pulp and paper.

Recycled Papers Recycling and distributing pulp and paper.

Packaging Designing and manufacturing packaging materials; this

segment was sold in August 2016 (see Note 5).

Ind AS 41.46(a) Forestry Cultivating and managing forest resources as well as
providing related services.

Timber Products Manufacturing and distributing softwood Ilumber,
plywood, veneer, composite panels, engineered lumber,
raw materials and building materials.

Research and Development Conducting research and development activities related to
the Group’s operations.

Ind AS 108. 16, Other operations of the Group include cultivation and sale of farm animals (sheep and cattle),
41.46(a) construction of storage units and warehouses, rental of investment property, manufacture of
furniture and related parts, and the Group's service concession arrangement. None of these
operations meets any of the quantitative thresholds for determining reportable segments in the
year ended 31 March 2017 or year ended 31 March 2016.

Ind AS 108.27(a) There are varying levels of integration between the Forestry and Timber Products segments, and
the Standard Papers and Recycled Papers segments. This integration includes transfers of raw
materials and shared distribution services, respectively.

B. Information about reportable segments

Ind AS 108.27 Information regarding the results of each reportable segment is included below. Performance is
measured based on segment profit (before tax), as included in the internal management reports
that are reviewed by the Group's CEOQ. Segment profit is used to measure performance as
management believes that such information is the most relevant in evaluating the results of
certain segments relative to other entities that operate within these industries. Inter-segment
pricing is determined on an arm's length basis.

© 2017 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved.
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Ind AS 108.23(a), 32

Ind AS 108.23(b)

Ind AS 108.21(b)

Ind AS 108.23(c)

Ind AS 108.23(e)
Ind AS 108.23(g)

Ind AS 108.23(i)

Ind AS 36.129(a),
130(d)(ii)
Ind AS 36.129(b),
130(d)(ii)

NOLES [0 the consolidated financial Statements (continued)

4. Operating segments (continued)

B. Information about reportable segments (continued)

Year ended 31 March 2017

Reportable segments

In thousands of INR Standard Recycled Packaging Forestry Timber Research and Total Reportable All other Total
Papers Papers (Discontinued)* products Development segments segments’

Segment revenue:

- External revenues??® 64,119 27,311 7,543 3,967 2,700 - 105,639 2,302 107,941

- Inter-segment revenue - 317 940 2,681 1,845 875 6,658 891 7,549

Total segment revenue 64,119 27,628 8,483 6,648 4,545 875 112,297 3,193 115,490

Segment profit (loss) before income tax 6,627 3,039 (162) 1,212 (263) 101 10,554 771 11,325

Segment profit (loss) before income tax

includes:

Interest revenue? 116 46 - 48 10 - 220 28 248

Interest expense (594) (462) - (353) (76) - (1,485) (15) (1,500)

Depreciation and amortisation (1,949) (1,487) (623) (1,069) (233) (189) (5,550) (231) (5,781)

Share of profit (loss) of equity accounted 467 - - - - - 467 - 467

investees

Other material non-cash items?®:

- Impairment losses on non-financial assets - - - - (116) - (116) - (116)

- Reversal of impairment losses on non- 493 - - - - - 493 - 493

financial assets
*See Note 5.

Ind AS 108.16

Ind AS 108.23
Ind AS 108.23

"Ind AS 108 requires that information about other business activities and operating segments that are not reportable be combined and disclosed in an “all other segments” category
separately from other reconciling items in the reconciliations required by paragraph 28 of the standard. The sources of the revenue included in the “all other segments” category are described.
In our view, business activities which do not meet the definition of an operating segment (e.g. corporate activities) should not be included in the “all other segments” category; instead the
amounts for these activities should be reported in the reconciliation of the total reportable segment amounts to the financial statements.

2 Because the Group's reportable segments are based on differences in products and services, no additional disclosures of revenue information about products and services are required, i.e. the
disclosures required in paragraph 32 (read with paragraph 31) of Ind AS 108 with regard to revenue from external customers for each product or service, or each group of similar products and
services, are provided already in the overall table on information about reportable segments.

3 The Group has disclosed these amounts for each reportable segment because they are regularly provided to the Group’s CEO.

4 An entity reports interest revenue separately from interest expense for each reportable segment unless a majority of the segment’s revenues are from interest, and the Chief Operating Decision

Maker relies primarily on net interest revenue to assess the performance of the segment and to make decisions about resources to be allocated to the segment. In that situation, an entity may report

that segment’s interest revenue net of interest expense, and disclose that it has done so.
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Ind AS 108.21(b)

Ind AS 108.24(a)

Ind AS 108.24(b)

IndAS 108.21(b)

NOLES 10 the consolidated financial Statements (continued)

4. Operating segments (continued)
B. Information about reportable segments (continued)

Year ended 31 March 2017
Reportable segments

In thousands of INR Standard Recycled Packaging Forestry Timber Research and Total Reportable All other Total
Papers Papers (Discontinued)* products Development segments segments
Segment assets’ 41,054 20,384 - 21,046 4,521 2,323 89,328 7,398 96,726

Segment assets include:

Investments accounted for using 2,025 - - - - - 2,025 - 2,025
equity method

Capital expenditure during the year 9,697 6,365 - 1,158 545 1,203 18,968 560 19,528
Segment liabilities’ 39,399 11,556 - 5,769 1,236 169 58,129 237 58,366
*See Note 5.

Ind AS 108.23

"The Group has disclosed these amounts for each reportable segment because they are regularly provided to the Group’s CEO.
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NOLES [0 the consolidated financial Statements (continued)

4. Operating segments (continued)
B. Information about reportable segments (continued)

Year ended 31 March 2016
Reportable segments
In thousands of INR Standard Recycled Packaging Forestry Timber Research and Total Reportable All other Total
Papers Papers (Discontinued)* products Development segments segments?

Segment revenue:
Ind AS 108.23(a),32

- External revenues®* 67,092 22,060 23,193 3,646 2,985 - 118,976 853 119,829
Ind AS 108.25(b) - Inter-segment revenue* - 323 2,835 2,676 1,923 994 8,751 765 9,516

Total segment revenue 67,092 22,383 26,028 6,322 4,908 994 127,727 1,618 129,345
Ind AS 108.21(b) Segment profit (loss) before income tax 4,106 1,664 (466) 979 1,280 67 7,630 195 7,825

Segment profit (loss) before income tax

includes:
Ind AS 108.23(c) Interest revenue* ® 103 29 - 32 7 - 171 7 178
Ind AS 108.23(d} Interest expense* (586) (362) - (308) (63) - (1,319) (19)  (1,338)
Ind AS 108.23(e) Depreciation and amortisation* (2,130) (1,276) (1,250) (696) (201) (165) (5,718) (199)  (5,917)
Ind AS 108.23(g) Share of profit/ (loss) of equity accounted 587 - - - - - 587 - 587

investees

Ind AS 108.23(i)
Ind AS 36.129(a),

Other material non-cash items*

ot - Impairment losses on non-financial assets (1,408) - - - - - (1,408) - (1,408)
130(d)(ii)
Ind AS .‘?6' 129(b), - Reversal of impairment losses on non- - - - - - - - - -
130(d)(ii) ] .
financial assets
*See Note 5.
1 As a result of the acquisition of Papyrus Pty Limited (Papyrus) during the year ended 31 March 2017 (see Note 7), the Group has changed its internal organisation and the composition of its reportable segments.
Ind AS 108.16 2Ind AS 108, Operating Segments, requires that information about other business activities and operating segments that are not reportable be combined and disclosed in an “all other segments” category separately from other
reconciling items in the reconciliations required by paragraph 28 of the standard. The sources of the revenue included in the “all other segments” category are described. In our view, business activities which do not meet the
definition of an operating segment (e.g. corporate activities) should not be included in the “all other segments” category; instead the amounts for these activities should be reported in the reconciliation of the total reportable segment
amounts to the financial statements.
3 Because the Group's reportable segments are based on differences in products and services, the entity wide disclosures required by paragraph 32 (read with paragraph 31) of Ind AS 108 with regard to revenue from external customers for each
product or service, or each group of similar products and services, are provided already in the overall table on information about reportable segments. Hence, no further disclosures are required in this regard.
Ind AS 108.23 4The Group has disclosed these amounts for each reportable segment because they are regularly provided to the Group’s CEO.
Ind AS 108.23 5 An entity reports interest revenue separately from interest expense for each reportable segment unless a majority of the segment’s revenues are from interest, and the Chief Operating Decision Maker relies primarily on net interest revenue to

assess the performance of the segment and to make decisions about resources to be allocated to the segment. In that situation, an entity may report that segment’s interest revenue net of interest expense, and disclose that it has done so.
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NOLES {0 the consolidated financial Statements (continued)

Operating segments (continued)

Information about reportable segments (continued)

Year ended 31 March 2016

Reportable segments

In thousands of INR Standard Recycled Packaging Forestry Timber Research and Total Reportable All other Total
Papers Papers (Discontinued)* products Development segments segments

Ind AS 108.21(b) Segment assets' 25,267 16,003 13,250 16,942 3,664 1,946 77,072 3,683 80,755
Segment assets include:

Ind AS 108.24(a) Investments accounted for using 1,558 - - - - - 1,558 - 1,558
equity method

Ind AS 108.24(b) Capital expenditure during the year 1,136 296 127 722 369 123 2,773 150 2,923

Ind AS 108.21(b) Segment liabilities’ 26,907 11,316 2,959 7,097 1,526 158 49,963 454 50,417
* See Note 5.

Ind AS 8.23 "The Group has disclosed these amounts for each reportable segment because they are regularly provided to the Group’s CEO.
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NOLES 10 the consolidated financlal statements (continued)
4. Operating segments (continued)
C. Reconciliations of information on reportable segments to Ind AS measures’
In thousands of INR
Note Year ended Year ended
31 March 2017 31 March 2016
Ind AS 108.28(a) i. Revenues
Total revenue for reportable segments 112,297 127,727
Revenue for other segments 3,193 1,618
Elimination of inter-segment revenue (7,549) (9,516)
Elimination of revenue of discontinued operation 5 (7,543) (23,193)
Consolidated revenue 100,398 96,636
Ind AS 108.28(b) ii. Profit before tax
Total profit before tax for reportable segments 10,554 7,630
Profit before tax for other segments 771 195
Elimination of inter-segment profits (1,695) (1,175)
Elimination of profit of discontinued operation 5 162 466
Unallocated amounts:
Corporate expenses (1,419) (937)
Consolidated profit from continuing operations before tax 8,373 6,179
Ind AS 108.28 (c ) iii. Assets
Total assets for reportable segments 89,328 77,072
Assets for other segments 7,398 3,683
Unallocated amounts 5,379 6,744
Consolidated total assets 102,10