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Report on Review of Interim Condensed Consolidated Financial Statements

To the Board of Directors of Deepak Fertilisers and Petrochemicals Corporation Limited
Introduction

We have reviewed the accompanying Interim Condensed Consolidated Financial Statements of Deepak
Fertilisers and Petrochemicals Corporation Limited (“the Holding Company”) and its subsidiaries
(Holding Company and its subsidiaries together referred to as “the Group”), its associates and its joint
operations, which comprise the interim condensed consolidated balance sheet as at 30 June 2020, and the
interim condensed consolidated statement of profit and loss (including other comprehensive income) for the
three months period then ended, interim condensed consolidated statement of changes in equity and interim
condensed consolidated statement of cash flows and selected explanatory notes for the three months period
then ended (collectively herein after referred as the “Interim Condensed Consolidated Financial Statements”).

Management is responsible for the preparation and presentation of this Interim Condensed Consolidated
Financial Statements in accordance with the recognition and measurement principles laid down in the Indian
Accounting Standard 34 “Interim Financial Reporting” (“Ind AS 34”), prescribed under Section 133 of the
Companies Act, 2013 (‘the Act’) read with relevant rules issued thereunder and other accounting principles
generally accepted in India and has been approved by the Board of Directors. Our responsibility is to express
a conclusion on this Interim Condensed Consolidated Financial Statements based on our review.

Scope of review

We conducted our review in accordance with Standard on Review Engagements (SRE) 2410, “Review of
Interim Financial Information Performed by the Independent Auditor of the Entity”, issued by the Institute
of Chartered Accountants of India. A review of interim financial statements consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than an audit conducted in accordance with
Standards on Auditing and consequently does not enable us to obtain assurance that we would become aware
of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Emphasis of matter

We draw attention to the Note 37 to the Interim Condensed Consolidated Financial Statements which
describes that a Search Operation was carried out by the Income Tax Department on the Holding
Company and a subsidiary in November 2018. Pursuant to notice received in the last quarter of the year
2019-20, the Holding Company and a subsidiary has filed revised tax returns for Assessment Years 2013-
2014 to 2018-2019. The Holding Company’s Management does not expect any additional liability to
devolve on the Group and no provision has been recognised as at 30 June 2020. Though the Holding
Company and the subsidiary have not received any demand notices till date, the uncertainty in the matter
remains till the proceedings are concluded. Our opinion is not modified in respect of this matter.



B S R & Associates LLP

Deepak Fertilisers and Petrochemicals Corporation Limited
Report on Review of Interim Condensed Consolidated Financial Statements (continued)

Other Matters
(a) We did not review the financial statements of two subsidiaries, whose interim condensed financial

(b)

statements reflect total assets (before consolidation adjustments) of Rs. 664,762 Lakhs as at 30 June 2020,
total revenues (before consolidation adjustments) of Rs. 88,194 Lakhs for the three months period and
net cash flows amounting to Rs. 11,978 Lakhs for the three months period ended on that date, as
considered in the Interim Condensed Consolidated Financial Statements. These financial statements have
been reviewed by other auditors whose reports have been furnished to us by the Holding Company’s
Management and our opinion on the Interim Condensed Consolidated Financial Statements, in so far as
it relates to the amounts and disclosures included in respect of these subsidiaries is based solely on the
review reports of the other auditors.

The financial statements of 8 subsidiaries whose interim condensed financial statements reflect total
assets (before consolidation adjustments) of Rs. 18,321 Lakhs as at 30 June 2020, total revenues (before
consolidation adjustments) of Rs. 9,240 Lakhs for the three months period and net cash inflows
amounting to Rs. 980 Lakhs for the three months period ended on that date, as considered in the Interim
Condensed Consolidated Financial Statements, have not been reviewed either by us or by other auditors.
The Interim Condensed Consolidated Financial Statements also include the Group’s share of net loss (and
other comprehensive income) of Rs. Nil for the three months period ended 30 June 2020, as considered
in the Interim Condensed Consolidated Financial Statements, in respect of two associates whose financial
statements have not been reviewed by us or by other auditors. These unreviewed interim condensed
financial statements have been furnished to us by the Holding Company’s Management and our opinion
on the Interim Condensed Consolidated Financial Statements, in so far as it relates to the amounts and
disclosures included in respect of these subsidiaries and associates, is based solely on such unreviewed
interim condensed financial statements. In our opinion and according to the information and explanations
given to us by the Holding Company’s Management, these interim condensed financial statements are
not material to the Group.

Our opinion on the Interim Condensed Consolidated Financial Statements is not modified in respect of the
above matters with respect to our reliance on the work done and the reports of the other auditors and the
interim condensed financial statements certified by the Holding Company’s Management.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
Interim Condensed Consolidated Financial Statements is not prepared, in all material respects in accordance
with the recognition and measurement principles laid down in the Ind AS 34, prescribed under Section 133
of the Act read with relevant rules issued thereunder and other accounting principles generally accepted in

India.

For B S R & Associates LLP
Chartered Accountants
Firm Registration No.: 116231W/W-100024
RAAINISH SRIRHRADEA

SHR|KR|SHNA DESA| Date: 2020.08.31 17:16:10

+05'30'

Raajnish Desai
Partner
Place: Pune Membership No.: 101190

Date: 31 August 2020 UDIN: 20101190AAAABY 7244
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Deodpak Fertillsers and Petrochemicalas Cotporation Limited
Interim Condensed Conaolldaked Balance Sheet es at 30 Juna 2020
(A amounts in € Lakhs unless otlienwise stated)

Notes 30 June 2020 3t March 2020
ASSETS
Non-current assets
Propetty, plant and equipment 3 241,652 242615
Capital work-m-progress 4 141,751 130,958
investment property S 3,607 3,607
Right of use of assets S(a) 18,045 18.980
|Goodwift on consolidation 5(b) 4,266 4,003
Other inlangible asaets 6 1,784 1,887
In equity d i 7 5 $
Flnancisl assets
i, Investments B 3 72
iii. Other financial assets 15 4,838 4,730
Deferred tax aasets {net) 26 2,881 4.589
Income tax assets (net) 12,231 122,112
Other non.current assets 18 26235 28,924
Total non<urrent assets 458,208 452 670 |
Currantagsets
inventones 17 62,083 68,369
Investment in equily shares (helthfor-sale) 9 148 149
Finascial assets
. Investments 10 13,523 1011
ii. Tiaderecsivables 11 104,252 127.580
i.  Cash and cash equivalents 13 33,084 15,757
iv. Bank bslances other than cash snd cash equivafents 14 775 10,169
v. Loans 12 144 118
Vi. Dtherfinandal assets 15 1,148 2,527
Other current asaets _ 18 13,840 14,873
[Tots! curment assets 220,078 240,653
Toislassets 887,376 883123
EQUITY AND LJABILITIES
Equity
Equity share capital 18 8.928 8,828
Other equity 20 221,265 209,150
Quity attributable to owners of the Compeny 230,183 218,078
Non conbrolling interest 4,661 4313
[Total equity 234,834 222391
Llablittles
Non.current Habllities
Financial Liabilites
i. Bomowings 21 208,737 208,425
u. Lease liabilties 5(a) 6,976 6,784
iii. Other financiel iiabiltes 23 170 170
Provisiona 24 6.254 5687
[Total non-current llabliitias 223437 223066
ICurrent llabllities
Financial llabilities
I.  Botrowings 22 41,054 71,830
il Lease liabilites S(a) 1,874 1.944
ii. Trade paysbles
(a) totel outstandiiig dues of micro and small enterprises 2% 511 762
(b) total outstanding dues of creditors other than micfo and small enterprises 130,126 128.687
lv. Omer financiat fiabilities 23 38.889 33722
Other curent isbitties 27 6,526 4,478
Provisions 24 7.587 7.421
Current tax Kabilities (net) 2,688 724
Total current liabilitiea 229385 249,666
Total iiabilities . 452482 470,732
Totel equity and llabllitisa 687376 883,123
Significant accounting policies 1.2
The accompanying notes form an integrat part of the Intetim Condensed
C i Finencia!
Inttiallad for Iumd'ﬁutlun purposos For and on behalf of Board of Directora of Deepak Fartitisera

and Petrochemicals Corporation Limited

Gkt

For B S R& Associates L1 P S, C. Mehta
Chartersd Accountanis Chal/rman and Managing Director
Firm Registration No.: 116231W/W.100024 DIN:00126204
Sd/-

Raajnlat: Desal Paitha Sarathl Bhattacharya
Partner Director

DIN : 00329479
Place: Pune Plate’ Pune
Dale- Date:

f\'F" l’"’d bv%l%\:lo

President & CFO

il

Subharaman
EVP-Legal and Company Secratary
Membershlp No: FCS.4361



Deepak Fertllisers and Petrochamicals Corporation Limited

interlm Condensed Consolldated Statament of Profit and Loss for the 3 months period ended 30 June 2020

(All amounts in Z Lakhs unless otherwise stated)

3 months perlod | 3 months period
Notes ended ended
30 June 2020 30 June 2019
|Revenue from operations 28 138,208 112,220
Cther income 29 359 925
Total income 138,567 113,145 |
Expenses
Cost of materials consumed 30 60,412 53,782
Purchases of stock-in-trade 3 18,839 32,896
Changes in inventories of finished goods and stock-in-trade 32 8,786 {11,119)
Employee benefits expense 33 8,932 7,993
Finance costs 4 5521 6,117
Depreciation and amortisation expense 35 5,335 5,188
Other expenses (net) 36 14.018 16,711
Total expenses 121843 111,568
Profit before ahare of ({loss) of equity accounted investees and Income tax 16,724 1577
Share of (loss) of equity accounted investees - 17
Profit before tax 16,724 1,560
Tax expense
Current tax 2,918 375
Deferred tax 4,692 115
Total tax expense 4,61 490
Profit for the perlod 12,114 1,070
Other comprehensive income (‘*OCI")
(A) items that will not be reciassified to profit or loss
Remeasurement of detined benefit obligations (277) (189)
income tax relating to this item 83 59
Total (A) (194), {110)
(B) fterns that will be reclassified subsequantly to profit or loss |
Exchange differences on translation of foreign aperetions 398 142}
Total (B) 39 (42)
[Other cor comgrshenslive Income / {loss) for the period {A+B), net of tax [lability 204 {152)
Total comprehensive Income for the oeriod 12,318 918
Profit for the period attributable to:
-Owners of the Company 12,014 990
-Non controlling Interests 100 80
Other comprehensive loss {net of tax) atiributable to:
-Owners of the Company 65 (139)
-tNon conrolling interests 139 (13}
Total comprehensive income for the period attributable to:
-Owners of the Company 12,079 851
-Non controlling interests 239 67
Eamings per equiiy share of Rs.10 each {not annualised,
i) Basic (in Rs.) 13.46 1.12
ii} Diluted (in Rs.) 13.03 1.12
Weighted average number of equiiy shares of Rs. 10 each 89,284,425 88,204,943
1-2

Slgrificant accounting policies

d Consolid:

dFi

The accompanying notes form en integral pait of the Intenm Condi
Statements

Initlalled for identffication purposes

For B S R & Associates LLP S.C. Mehta
Chartered Accountants ¥
Firm Registration No.: 116231 W/W-100024 DIN:00128204
Sd/-
Raajnish Desai Partha Sarathi Bhattacharya
Partner Dhractor
DIN : 00329479
Place: Pune Place: Pune
Date: Date:

&6,

or

For and on behalf of Board of Directors of Deepak Fertllisers and Patrochemicals
Corporation Limitad

e Bﬂwxdn»\

Amitabh Bhargeva
President & CFO

ol

K. Subharaman
EVP-Legal and Company Secretary
Membership No; FCS:4361



Daepak Fertllisers and Petrochemicals Corporation Limited
d in Equity for the 3 months period ended 30 June 2020

Intetim C C st ofC
(Al amounts inT Lakhs untess otherwise stated,

A. Equity Share Caphta}

[

30 June 2020 | 31 March 2020 |
Balance st the beginning of Ihe period/year 8,028 8,820
es in equity share capital during the period/year - 108
Balance as at the end of the 8,928 8,828
B. Other Equity
ems of Uifier Comprenensive
Share warrants, resarves and surplus
El W’:‘M‘k . Total N
qul n on
Securities Capits) e of noncwwrwt | General | Retained | Fair valve :o"'" "‘:"‘ O | attitbetanie to | Conrofimg | TOt2
premivm reatve reserve | eamings |thwough OC! = Owmnersof the | interest
IFCCB) Comoeny . oven
IBI lance as at 1 2nrh 2019 10,536, 1 5,000 - 17,922 166,693 “ﬂ[ (991 200,986 4377 205,342|
Profil for the period - - - - - 990 - - 990 80 1.070
Oiher comarehensiva loss - - - - - - - (43p] (13 (13) {152)
Tota) eamor=tiensive Income ! ilosa) for the pesiod - - - - 930 - {1391 861 87 918
Adjustment - - - - - S5 - - 55 - 55
of NCl on m edditorwd shere pUrchase of - - - - - (13) - - (13)! 13 -
e~ . -

38 at 30 June 2019 10,536 1,950 6,000 . 17,822 187,826 {46) {1.130) 201868 4467 206,315
Balance as at 1 Apri! 2020 13,784 1,860 4,187 1,288 | 17,922 172.011 146)| 11,902} 209,150 4313 213,483
Profit for the period = - - - - 12,014 = - 12,014 100 12114
Other camposhansive income - - - - - — - 65 65 139 204
Totaf comprehenaiva Income for the perfod - - - - 12014 = (13 12079 239 12318
Exchange difference ot minofty shareholder - - - - - - - - - 131 131
Adjtistmont - - - - - 44 - - 44 - 44
MovemoaL of NClon aoco‘un:f additional share purchase of - - - . - - (@ - - ® 8 .

13,761 | 1.850 4,167 i me| 17822 184,061 a5 (127 221,285 4691 225,958
in non controlling interest 30 June 2020 30 June 2019

Baianos al the beginming of the parioc 4313 4377
Add: Profil for the period 239 67

(-4 xge dMerence of minwity sharehold 131 -
AGg:. Minority movement 8 13
Ralance #s at the end of the nariod 4,891 4,467 |
The accompanying notes form an inlegral part of the Interim C: dC i Financial il

inkialled for Identification purpases

For BS R & Asacciates LI.P
Chartered Accountants
Fom Registraion No.: 116231WIW-100024

Raajnish Dexxd

Painer

Placs. Pune
Date:

For and on behalf of Board of Directors Deepak Fertilisers and Petcochemicals Corposation Limtted.

%Kﬁ;

S.C. Ments
Cheirman and Managing Director
DiN-00128204

Sd/-
Partha Sarathl Bhattacharya
Oirector
DIN : 00329479

Place: Pune
Date:

,&mebmﬂ\

Amitabh Bhargsve
President & CFO

ﬂu«m/

K. Subharsman
EVAR.Legal and Company Secretary
Membership No: FCS:4361
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Deepak Fertillsers and Petrochemicals Corporation LImited

intetim Condensed Consoildated Statement of Cash Flows for the 3 manths perlod ended 30 June 2020

{Ailamounts In ¥ Lakhs uniess otherwise sieted)

3 months pariod

3 months period

ended ended
20J4ne 2020 1 30 fine2018
Cash fiow from operating act.vities
Profiit before tax as per statement of profit and loss 16.724 1,560
Adjustments for
Depreciation and amoitisation expense 5335 5,188
(Profrrt)iLoss on sale of property, plent and equipment (net) - 23
Provision for doubtful trade receivables 222 137
Impairment of Investment 69 -
Gain on sale of investments (18) (532)
Changes In fair vatue of financial assets at fair vajue through profit or loss 10 -
Provision for sfores and spares 75 -
Unrealised loss on embedded derivative contracts (30) -
Share of loss of associetes - 17
Interest income (292) (144)
Finance costs 5521 6.117
Foreion exchange fluctuations foss (net) 223 -
Cash gener#ted from ooerations before workina caoltal chanaea 27,838 12,366
Change in trade receivables 23331 14,083
Change In inventories 6,231 (31,025)
Change in trade payables 965 16,308
Change in other financial fiabifities 1,531 9,386
Change in other financial assels 1,336 {332)
Change in other non-current assets (70) 300
Change in other cument assels 933 (15,749)
Change In provisions 733 244
Chanoe in other current liabilities 2050 2,863 |
ICash aenerated trom ooe:ations 84879 8,444
income taxes oaid (net} {1,157 (274)
Net cash generated from operating actlvities 63,722 8,170
Cash flows from Investing activities
Purchiase of property, plant and equipment, intangible assets (including Capital wotk-in-progress) (9,074) (12,552)
iPurchase of invesiments in mutual funds (12,494) 23,814
Repayment of loans by employees and cther {oans given {36) -
Fixed deposits matured 9,394 -
Changes In other bank balances - (5,591)
Dividends received from Mutual Funds - 80
Interest received 227 730
Net cash {(used In) / generated from Investing actlvitles (41,983) 6,481
Cash flows from financing activities -
Proceeds from borrowlings - non current 3,710 294,683
Repayment of boirowings - non current (2,616) (288.543)
Ploceeds from borrowings - current 31,610 1,179
Repayment of boirowings - current '(62,488) (8.046)
Payment of lease payables (515) -
interest paid (4,115) (6.267)
Dividends paid (including dividend ditribution tex) - (2)
Net cash (used In) tinancing activitles (34,412) (6,996)
Net Increase In cash and cash equlvaients 17,327 7655
Cash and cash equivalents at the beginning of the period 15,757 8,874
(Cash and cash equlvalents at the and of the period 33,084 18,629

The accompanyirg notes form an integral part of the Interim Condensed Consolidated Financial Statements

The above statement of Cash Flows has been prepared under the 'I-ndirect Method® as set out In Ind AS 7, “Statement of Cash Flows"

Initlatled for Identification purposes

For and on behalf of Board of Directors Deepak Fertiliaers and
Petrochemicals Corporation Limited

For 8 SR & Assoclates LLP S.C. Mehta
Chartered Accountants Chairmen and Managing Director
Flrm Regislration No.: 116231W/M-100024 DIN:00128204
Sd/-
Raajnlsh Desai Partha Sarathl Bhattacharya
Paitner Director
DIN : 00329479
Place: Pune Place: Pune
Date: Date:

&0

Amitabh Bhargeva

President & CFO

el

K. Subharaman

EVP-Lega! and Company Secretary
Membership No: FCS:4361



2.1

Deepak Fertilisers and Petrochemicals Corporation Limited
Notes to the condensed consolidated financial statements for the period ended 30 June 2020

Corporate Information

Deepak Fertlisers and Petrochemicals Corporation Limited (“the Holding Company or the Parent
Company”) is a public limited company domiciled in India, with its registered office at Pune, Maharashtra,
India. The Holding Company has been registered under the provisions of the Indian Companies Act and its
equity shares are listed on the National Stock Exchange (NSE) and the Bombay Stock Exchange (“BSE”)
in India.

The Group is engaged in the business of fertlisers, agri services, bulk chemicals, mining chemicals and
value added real estate.

The condensed consolidated financial statements of the Group as at and for the period ended on 30 June
2020 comprise the Holding Company and its subsidiaries (together referred to as “the Group”) were
approved for proposed issue of equity shares on rights basis (Rights Issue) by Board of Directors on 31
August 2020.

Significant Accounting Policies

This note provides a list of the significant accounting policies adopted in the preparation of these condensed
consolidated financial statements. These policies have been consistently applied to all the years presented,
unless otherwise stated.

Basis of preparation

The condensed condensed consolidated financial statements of the Group have been prepared in accordance
with Indian Accounting Standards (‘Ind AS’) — 34 “Interim Financial Reporting” notified under Section
133 of the Companies Act, 2013 (“the Act”) read with the Companies (Indian Accounting Standards) Rules,
2015 notified, as amended thereafter and other relevant provisions of the Act.

The condensed condensed consolidated financial statements have been prepared on an accrual basis and

under the historical cost convention, except for the following assets and liabilities which have been

measured at fair value:

e Derivative financial instruments;

o Certain financial assets and liabilities measured at fair value (refer accounting policy on financial
instruments); and

o Employee defined benefits plans — plan assets are measured at fair value

The condensed condensed consolidated financial statements are presented in Indian Rupees (“INR”), which
is also the Group functional currency and all values are rounded off to the nearest Lakhs, except when
otherwise indicated. Wherever, an amount is presented as INR ‘0’ (zero) it construes value less than Rs
50,000.

2.2A Significant accounting estimates, assumptions and judgements

The preparation of the condensed condensed consolidated financial statements requires management to
make estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about
these assumptions and estimates could result in outcomes that require a material adjustment to the carrying
amount of assets or liabilities effected in future periods.



Deepak Fertilisers and Petrochemicals Corporation Limited
Notes to the condensed consolidated financial statements for the period ended 30 June 2020

2.2A Significant accounting estimates, assumptions and judgements (continued)

Estimates and assumptions

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

Taxes

There are many transactions and calculations undertaken during the ordinary course of business for which
the ultimate tax determination is uncertain. Where the final outcome of these matters is different from the
amounts initially recorded, such differences will impact the current and deferred tax provisions in the period
in which the tax determination is made. The assessment of probability involves estimation of a number of
factors including future taxable income.

Useful lives of Property, plant and equipment (‘PPE’)

The Management reviews the estimated useful lives and residual value of PPE at the end of each reporting
period. Factors such as changes in the expected level of usage, number of shifts of production, technological
developments and product life-cycle, could significantly impact the economic useful lives and the residual
values of PPE, consequently leading to a change in the future depreciation charge.

Defined benefit plans

Employee benefit obligations are determined using independent actuarial valuations. An actuarial valuation
involves making various assumptions that may differ from actual results in the future. These include the
determination of the discount rate, future salary increases, experience of employee departures and mortality
rates. Due to the complexities involved in the valuation and its long-term nature, employee benefit
obligation is highly sensitive to changes in these assumptions. All assumptions are reviewed at each
reporting date.

Provisions for Litigations and claims

From time to time, the Group is subject to legal proceedings, the ultimate outcome of each being always
subject to many uncertainties inherent in litigation. A provision for litigation is made when it is considered
probable that a payment will be made and the amount of the charge/ expense can be reasonably estimated.
Significant judgement is made when evaluating, among other factors, the probability of unfavourable
outcomes and the ability to make a reasonable estimate of the amount of potential loss. Litigation provisions
are reviewed at each accounting period and revisions are made for the changes in facts and circumstances.
Contingent liabilities are disclosed in the notes forming part of the condensed consolidated financial
statements. Contingent assets are not disclosed in the condensed consolidated financial statements unless
an inflow of economic benefits is probable.



Deepak Fertilisers and Petrochemicals Corporation Limited
Notes to the condensed consolidated financial statements for the period ended 30 June 2020

2.2A Significant accounting estimates, assumptions and judgements (continued)

Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the Balance Sheet cannot be
measured based on quoted prices in active markets, their fair value is measured using valuation techniques
including the Discounted Cash flow (“DCF”’) model. The inputs to these models are taken from observable
markets where possible, but where this is not feasible, a degree of judgement is required in establishing
their fair values. Judgements include consideration of inputs such as liquidity risk, credit risk and volatility.
Changes in assumptions about these factors could affect the reported fair values of financial instruments.

Impairment of financial assets

The Group assesses impairment based on the expected credit loss (“ECL”) model on trade receivables. The
Group uses a provision matrix to determine impairment loss allowance on the portfolio of trade receivables.
The provision matrix is based on its historically observed default rates over the expected life of the trade
receivables.

Impairment of non-financial assets (including PPE, CWIP and intangible assets)

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If
any indication exists, or when annual impairment testing for an asset is required, the Group estimates that
the assets’ recoverable amount. An assets’ recoverable amount is the higher of an asset’s fair value less
costs of disposal and its value in use. The recoverable amount is determined for an individual asset unless
the asset does not generate cashflows that are largely independent of those from other assets or group of
assets. Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered
impaired and it is written down to its recoverable amount. In assessing value in use, the estimated future
cashflows are discounted to their present value using a pre-tax discount rate that reflects current market
assessment of the time value of money and the risk specific to the asset. In determining fair value less cost
of disposal, recent market transactions are taken in account. If no such transactions can be identified, an
appropriate valuation model is used. These calculations are corroborated by valuation multiples, quoted
share price for publicly traded entities or other available fair value indicators.

2.2B Principles of consolidation and equity accounting

(i) Subsidiaries

Subsidiaries are all entities (including structured entities) over which the Group has control. The group
controls an entity when the Group 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 to direct the relevant activities of the
entity. Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They
are deconsolidated from the date that control ceases. The acquisition method of accounting is used to
account for business combinations by the Group. The Group combines the financial statements of the parent
and its subsidiaries line by line adding together like items of assets, liabilities, equity, income and expenses.
Intercompany transactions, balances and unrealised gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment
of the transferred asset. Accounting policies of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group. Non-controlling interests in the results and equity of
subsidiaries are shown separately in the consolidated statement of profit and loss, consolidated statement
of changes in equity and consolidated balance sheet respectively.



Deepak Fertilisers and Petrochemicals Corporation Limited
Notes to the condensed consolidated financial statements for the period ended 30 June 2020

2.2B Principles of consolidation and equity accounting (continued)

(i1) Associates

Associates are all entities over which the Group has significant influence but not control or joint control.
This is generally the case where the Group holds between 20% and 50% of the voting rights. Investments
in associates are accounted for using the equity method of accounting (see (iv) below), after initially being
recognised at cost.

(iii) Joint Arrangements

Under Ind AS 111 Joint Arrangements, investments in joint arrangements are classified as either joint
operations or joint ventures. The classification depends on the contractual rights and obligations of each
investor, rather than the legal structure of the joint arrangement.

Joint Ventures
Interests in joint ventures are accounted for using the equity method (see (iv) below), after initially being
recognised at cost in the consolidated balance sheet.

(iv) Equity Method

Under the equity method of accounting, the investments are initially recognised at cost and adjusted
thereafter to recognise the Group’s share of the post-acquisition profits or losses of the investee in profit
and loss, and the Group’s share of other comprehensive income of the investee in other comprehensive
income. Dividends received or receivable from associates and joint ventures are recognised as a reduction
in the carrying amount of the investment.

When the Group’s share of losses in an equity-accounted investment equals or exceeds its interest in the
entity, including any other unsecured long-term receivables, the Group does not recognise further losses,
unless it has incurred obligations or made payments on behalf of the other entity.

Unrealised gains on transactions between the Group and its associates and joint ventures are eliminated to
the extent of the Group’s interest in these entities. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred. Accounting policies of equity
accounted investees have been changed where necessary to ensure consistency with the policies adopted
by the Group. The carrying amount of equity accounted investments are tested for impairment.

(v) Changes in ownership interests:

The Group treats transactions with non-controlling interests that do not result in a loss of control as
transactions with equity owners of the Group. A change in ownership interest results in an adjustment
between the carrying amounts of the controlling and non-controlling interests to reflect their relative
interests in the subsidiary. Any difference between the amount of the adjustment to non-controlling interests
and any consideration paid or received is recognised within equity.

When the Group ceases to consolidate or equity account for an investment because of a loss of control, joint
control or significant influence, any retained interest in the entity is remeasured to its fair value with the
change in carrying amount recognised in profit or loss. This fair value becomes the initial carrying amount
for the purposes of subsequently accounting for the retained interest as an associate, joint venture or
financial asset. In addition, any amounts previously recognised in other comprehensive income in respect
of that entity are accounted for as if the Group had directly disposed of the related assets or liabilities. This
may mean that amounts previously recognised in other comprehensive income are reclassified to profit or
loss.
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2.2B Principles of consolidation and equity accounting (continued)
If the ownership interest in a joint venture or an associate is reduced but joint control or significant influence

is retained, only a proportionate share of the amounts previously recognised in other comprehensive income
are reclassified to profit or loss where appropriate.

The details of consolidated entities are as follows:

Name of the Companies Country of Percentage of
incorporation ownership
interest

1 Smartchem Technologies Limited (STL) India 100.00%
Deepak Nitrochem Pty Limited Australia 100.00%

3 Deepak Mining Services Private Limited India 100.00%
(DMSPL)

4 Complete Mining Solution Private Limited India 100.00%

(formerly known as Runge PincockMinarco
India Private Limited) (Subsidiary of DMSPL)

5 SCM Fertichem Limited India 100.00%

6 Platinum Blasting Services Pty Limited Australia 65.00%
(PBS)[Subsidiary of STL]

7 Australian Mining Explosives Pty Limited Australia 65.00%
(AME)[ Subsidiary of PBS]

8 Performance Chemiserve Limited (formerly India 84.64%

known as Performance Chemiserve Private
Limited) [Subsidiary of STL]

9 Ishan}/a Brand Services Limited (with effect India 74.99% (49.99%
from 23 March 2020) tzi(l)lz%%nd March
10 | Mahadhan Farm Technologies Private Limited | India 100.00%
(thISﬂ"} S‘fect from 1 October 2019) (Subsidiary
0

Goodwill on consolidation is measured as the excess of the sum of the consideration transferred, the amount
of NCl in the acquiree, and the fair value of the acquiror’s previously held equity instruments in the acquiree
(if any) over the net of acquisition date fair value of identifiable net assets acquired and liabilities assumed.
Profit or loss and each component of Other comprehensive income (OCI) are attributed to the equity holders
of the Holding Company and to the NCI, even if this results in the NCI having a deficit balance.

The results of subsidiaries acquired or disposed off during the year are included in the condensed
consolidated financial statements from the effective date of acquisition and upto the effective date of
disposal, as appropriate.

Non-controlling interests (NCI) in the net assets of the subsidiaries that are consolidated consist of the
amount of equity attributable to non-controlling shareholders at the date of acquisition.
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2.3 Summary of significant accounting policies

(a) Current versus non-current classification

The Group presents assets and liabilities in the Balance Sheet based on current/ non-current classification.
An asset is treated as current when:

* It is expected to be realised or intended to be sold or consumed in the normal operating cycle;

* It is held primarily for the purpose of trading;

* It is expected to be realised within twelve months after the reporting period; or

« It is a cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at
least twelve months after the reporting period.

The Group classifies all other assets as noncurrent.

A liability is current when:

* It is expected to be settled in normal operating cycle;

* It is held primarily for the purpose of trading;

* It is due to be settled within twelve months after the reporting period; or

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

The Group classifies all other liabilities as noncurrent.
(a) Current versus non-current classification (continued)

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

The operating cycle is the time between the acquisition of assets for processing and their realisation in cash
and cash equivalents. The Group has identified twelve months as its operating cycle for the purpose of
current and non-current classification of assets and liabilities.

(b) Revenue recognition

Sale of Goods:

Revenue is recognised upon transfer of control of promised goods to customers for an amount that reflects
the consideration which the Group expects to receive in exchange for those goods. Revenue from the sale
of goods is recognised at the point in time when control is transferred to the customer which is usually on
dispatch/ delivery of goods, based on contracts with the customers. Revenue is measured based on the
transaction price, which is the consideration, adjusted for volume discounts, price concessions, incentives,
and returns, if any, as specified in the contracts with the customers. Revenue excludes taxes collected from
customers on behalf of the government. Accruals for discounts/incentives and returns are estimated (using
the most likely method) based on accumulated experience and underlying schemes and agreements with
customers. Due to the short nature of credit period given to customers, there is no financing component in
the contract.

Sale of Services:
Sale of services are recognised on satisfaction of performance obligation towards rendering of such
services.

Interest Income from a financial asset is recognised when it is probable that the economic benefits will flow
to the Group and the amount of income can be measured reliably. Interest income is accrued on a time basis,
by reference to the principal outstanding and at the effective interest rate applicable.

Dividend income from investments in shares is recognised when the owner’s right to receive the payment
is established.
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2.3 Summary of significant accounting policies (continued)

(c¢) Property, plant and equipment
An item of property, plant and equipment (‘PPE’) is recognised as an asset if it is probable that the future
economic benefits associated with the item will flow to the Group and its cost can be measured reliably.
These recognition principles are applied to the costs incurred initially to acquire an item of PPE, to the
pre-operative and trial run costs incurred (net of sales), if any and also to the costs incurred subsequently
to add to, replace part of, or service it and subsequently carried at cost less accumulated depreciation
and accumulated impairment losses, if any.

The cost of PPE includes interest on borrowings directly attributable to the acquisition, construction or
production of a qualifying asset. A qualifying asset is an asset that necessarily takes a substantial period
of time to be made ready for its intended use or sale. Borrowing costs and other directly attributable cost
are added to the cost of those assets until such time as the assets are substantially ready for their intended
use, which generally coincides with the commissioning date of those assets.

The present value of the expected cost for the decommissioning of an asset after its use is included in
the cost of the respective asset if the recognition criteria for a provision is met. Machinery spares that
meet the definition of PPE are capitalised and depreciated over the useful life of the principal item of an
asset. All other repair and maintenance costs, including regular servicing, are recognised in the
consolidated Statement of Profit and Loss as incurred. When a replacement occurs, the carrying value
of the replaced part is de-recognised. Where an item of property, plant and equipment comprises major
components having different useful lives, these components are accounted for as separate items.

PPE acquired and put to use for projects are capitalised and depreciation thereon is included in the project
cost till the project is ready for commissioning. Depreciation on PPE (except leasehold improvements)
is calculated using the straight-line method to allocate their cost, net of their residual values, over their
estimated useful lives. However, leasehold improvements are depreciated on a straight-line method over
the shorter of their respective useful lives or the tenure of the lease arrangement. Freehold land is not
depreciated. Schedule I to the Act prescribes the useful lives for various class of assets. For certain class
of assets, based on technical evaluation and assessment, Management believes that the useful lives
adopted by it reflect the periods over which these assets are expected to be used. Accordingly, for those
assets, the useful lives estimated by the management are different from those prescribed in the Schedule.
Management’s estimates of the useful lives for various class of PPE are as given below:

Name of assets Estimated useful life (in years)
Computers — Servers and Networks 3-6
End User Devices such as desktops and laptops 3-6
Vehicles 4-17

Buildings (other than factory buildings) with RCC | 61
frame structure

Plant and equipment Various estimated lives upto 25 years. WNA III
plant is depreciated at 25.88% on the WDV
method

Windmill 19

Plant & machinery used for generation of power | 40
through gas
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2.3 Summary of significant accounting policies (continued)

Capital work in progress (CWIP)

Projects under commissioning and other CWIP are carried at cost, comprising direct cost, related
incidental expenses and attributable borrowing cost. Subsequent expenditures relating to property, plant
and equipment are capitalised only when it is probable that future economic benefit associated with
these will flow to the Group and the cost of the item can be measured reliably. Advances given to
acquire property, plant and equipment are recorded as non-current assets and subsequently transferred
to CWIP on acquisition of related assets.

(d) Intangible assets

Intangible assets are initially recognized at cost. Following initial recognition, intangible assets with
finite useful life are carried at cost less any accumulated amortization and accumulated impairment
losses. Internally generated intangibles, excluding capitalized development costs, are not capitalized and
the related expenditure is reflected in the consolidated Statement of Profit and Loss in the period in
which the expenditure is incurred.

The amortization period and the amortization method for an intangible asset with a finite useful life is
reviewed at least at the end of each reporting period. Gains or losses arising from de-recognition of an
intangible asset are measured as the difference between the net disposal proceeds and the carrying
amount of the asset and are recognized in the consolidated Statement of Profit and Loss when the asset
is derecognized.

Goodwill

Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill is not amortised but
it is tested for impairment annually, or more frequently if events or changes in circumstances indicate
that it might be impaired, and is carried at cost less accumulated impairment losses. Gains and losses on
the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is
made to those cash-generating units or groups of cash-generating units that are expected to benefit from
the business combination in which the goodwill arose. The units or groups of units are identified at the
lowest level at which goodwill is monitored for internal management purposes, which in our case are
the operating segments.

Name of intangible assets Estimated useful life (in years)
Computer software 3to7
License fees 3to7
Technical knowhow/ engineering fees 3to7
(e) Bearer plant

Bearer plants are living plants used in the production or supply of agricultural produce; are expected to
bear produce for more than one period; and have a remote likelihood of being sold as agricultural
produce, except for incidental scrap sales. Bearer plants mainly include mature and immature
pomegranate plantations. Immature plantations are stated at acquisition cost which includes costs
incurred for field preparation, planting, fertilising and maintenance, and an allocation of other indirect
costs based on planted hectares.
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2.3 Summary of significant accounting policies (continued)

(e) Bearer plant (continued)

Mature plantations are stated at acquisition cost less accumulated depreciation and impairment. Mature
plantations are depreciated on a straight-line basis and over its estimated useful life of 6 years, upon
commencement of commercial production.

The carrying values of bearer plants are reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable. The residual values, useful life
and depreciation method are reviewed at each financial year end to ensure that the amount, method and
period of depreciation are consistent with previous estimates and the expected pattern of consumption
of the future economic benefits. A bearer plant is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the
bearer plant is included in the income statement in the year the bearer plant is derecognized.

(f) Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an asset,
that necessarily takes a substantial period of time to get ready for its intended use, are capitalised as a
part of the cost of the asset. All other borrowing costs are expensed in the period in which they occur.
Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing
of funds. Borrowing cost also includes exchange differences to the extent regarded as an adjustment to
the borrowing costs. Investment income earned on the temporary investment of specific borrowings is
deducted from the borrowing costs eligible for capitalisation.

(g) Investment property

Investment properties are land and buildings that are held for long term lease rental yields and/ or for
capital appreciation. Investment properties are initially recognised at cost including transaction costs.
Subsequently investment properties comprising buildings are carried at cost less accumulated
depreciation and accumulated impairment losses, if any.

Depreciation on buildings is provided over the estimated useful lives as specified in note (c) above. The
residual values estimated useful lives and depreciation method of investment properties are reviewed,
and adjusted on prospective basis as appropriate, at each reporting date. The effects of any revision are
included in the consolidated Statement of Profit and Loss when the changes arise.

An investment property is de-recognised when either the investment property has been disposed of or
do not meet the criteria of investment property i.e. when the investment property is permanently
withdrawn from use and no future economic benefit is expected from its disposal. The difference
between the net disposal proceeds and the carrying amount of the asset is recognised in the consolidated
Statement of Profit and Loss in the period of de-recognition.

(h) Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying amount will be recovered principally
through a sale transaction rather than through continuing use and a sale is considered highly probable.
Non-current assets classified as held for sale are measured at lower of their carrying amount and fair
value less cost to sell. Non-current assets classified as held for sale are not depreciated or amortised from
the date when they are classified as held for sale. Non-current assets classified as held for sale are
presented separately from the other assets and liabilities in the consolidated balance sheet.
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2.3 Summary of significant accounting policies (continued)
(i) Foreign currency transactions and balances

The functional currency of the Group (i.e. the currency of the primary economic environment in which
the Group operates) is the Indian Rupee (Rs.). On initial recognition, all foreign currency transactions
are recorded at exchange rates prevailing on the date of the transaction. Monetary assets and liabilities,
denominated in a foreign currency, are translated at the exchange rate prevailing on the Balance Sheet
date and the resultant exchange gains or losses are recognised in the consolidated Statement of Profit
and Loss.

Foreign operations

Assets and liabilities of entities with functional currencies other than presentation currency have been
translated to the presentation currency using exchange rates prevailing on the Balance Sheet date. The
Statement of Profit and Loss has been translated using the average exchange rates. The net impact of
such translation are recognised in OCI and held in foreign currency translation reserve (‘FCTR’), a
component of Equity.

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a foreign operation,
a disposal involving loss of control, over a subsidiary that includes a foreign operation, or a partial
disposal of an interest in a joint arrangement that includes a foreign operation of which the retained
interest becomes a financial asset), the exchange differences accumulated in equity in respect of that
operation attributable to the owners of the Group are reclassified to the consolidated Statement of Profit
and Loss as part of the gain or loss on disposal.

In case of a partial disposal of interests in a subsidiary that includes a foreign operation that does not
result in the Group losing control over the subsidiary, the proportionate share of accumulated exchange
differences are re-attributed to NCI and are not recognised in the consolidated Statement of Profit and
Loss. For all other partial disposal (i.e. partial disposals of joint arrangements that do not result in the
Group losing significant influence or joint control), the proportionate share of the accumulated exchange
differences is reclassified to the consolidated Statement of Profit and Loss.

(j) Financial instruments

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

Financial assets: Initial recognition and measurement

All financial assets are recognised initially at fair value plus, in the case of financial assets not recorded
at fair value through profit or loss, transaction costs that are attributable to the acquisition of the financial
asset. Purchases or sales of financial assets that require delivery of assets within a time frame established
by regulation or convention in the market place (regular way trades) are recognised on the trade date,
i.e., the date that the Group commits to purchase or sell the asset.

Subsequent measurement

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

* Debt instruments at amortised cost

* Debt instruments at fair value through other comprehensive income (FVOCI)

* Debt instruments, derivatives and equity instruments at fair value through profit or loss (FVPL)

* Equity instruments measured at fair value through other comprehensive income (FVOCI)
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2.3 Summary of significant accounting policies (continued)
(j) Financial instruments (continued)
Debt instruments at amortised cost

A ‘debt instrument’ is measured at the amortised cost if both the following conditions are met:
a) The asset is held within a business model whose objective is to hold assets for collecting contractual
cash flows; and

b) Contractual terms of the asset give rise on specified dates to cash flows that are solely payments of
principal and interest (SPPI) on the principal amount outstanding. After initial measurement, such
financial assets are subsequently measured at amortised cost using the effective interest rate (EIR)
method. Amortised cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the EIR. The EIR amortisation is included in other income in the
consolidated Statement of Profit and Loss. The losses arising from impairment are recognised in the
consolidated Statement of Profit and Loss. This category generally applies to trade and other receivables.

Debt instrument at FVOCI

A ‘debt instrument’ is classified as at the FVOCI if both of the following criteria are met:

a) The objective of the business model is achieved both by collecting contractual cash flows and selling
the financial assets; and

b) The asset’s contractual cash flows represent SPPI. Debt instruments included within the FVOCI
category are measured initially as well as at each reporting date at fair value. Fair value movements are
recognised in the other comprehensive income (OCI). On derecognition of the asset, cumulative gain or
loss previously recognized in OCI is reclassified to the consolidated Statement of Profit and Loss.
Interest earned whilst holding FVTOCI debt instrument is reported as interest income using the EIR
method.

Debt instrument at FVPL

FVPL is a residual category for debt instruments. Any debt instrument, which does not meet the criteria
for categorisation as at amortised cost or as FVOC], is classified as at FVPL. In addition, the Group may
elect to designate a debt instrument, which otherwise meets amortised cost or FVOCI criteria, as at
FVPL. However, such election is allowed only if doing so reduces or eliminates a measurement or
recognition inconsistency (referred to as ‘accounting mismatch’). Debt instruments included within the
FVPL category are measured at fair value with all changes recognised in the consolidated Statement of
Profit and Loss.

Equity investments

All equity investments in scope of Ind AS 109 are measured at fair value. Equity instruments which are
held for trading and contingent consideration recognised by an acquirer in a business combination to
which Ind AS 103 applies are classified as at FVPL. For all other equity instruments, the Group may
make an irrevocable election to present in other comprehensive income subsequent changes in the fair
value. The Group makes such election on an instrument by-instrument basis. The classification is made
on initial recognition and is irrevocable. If the Group decides to classify an equity instrument as at
FVOCI, then all fair value changes on the instrument, excluding dividends, are recognised in the OCI.
There is no recycling of the amounts from OCI to the consolidated Statement of Profit and Loss, even
on sale of investment. However, the Group may transfer the cumulative gain or loss within equity. Equity
instruments included within the FVPL category are measured at fair value with all changes recognised
in the consolidated Statement of Profit and Loss.
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2.3 Summary of significant accounting policies (continued)
(j) Financial instruments (continued)

Impairment of financial assets

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

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognized (i.e., removed from the Group balance sheet) when:

* The rights to receive cash flows from the asset have expired, or

* The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement and either (a) the Group has transferred substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset. When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement, it evaluates if and to what extent it has
retained the risks and rewards of ownership. When it has neither transferred nor retained substantially
all of the risks and rewards of the asset, nor transferred control of the asset, the Group continues to
recognise the transferred asset to the extent of the Group continuing involvement. In that case, the Group
also recognises an associated liability. The transferred asset and the associated liability are measured on
a basis that reflects the rights and obligations that the Group has retained.

Financial liabilities

Financial liabilities are classified and measured at amortised cost or FVPL. A financial liability is
classified as at FVPL if it is classified as held-for- frading, or it is a derivative or it is designated as
such on initial recognition. Financial liabilities at FVPL are measured at fair value and net gains and
losses, including any interest expense, are recognised in Statement of Profit and 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 consolidated Statement of Profit and
Loss. Any gain or loss on derecognition is also recognized in consolidated Statement of Profit and Loss.

Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are
subsequently measured at amortised cost. Any difference between the proceeds (net of transaction costs)
and the redemption amount is recognised in profit or loss over the period of the borrowings using the
effective interest method. Fees paid on the establishment of loan facilities are recognised as transaction
costs of the loan to the extent that it is probable that some or all of the facility will be drawn down. In
this case, the fee is deferred until the drawdown occurs. To the extent there is no evidence that it is
probable that some or all of the facility will be drawn down, the fee is capitalised as a prepayment for
liquidity services and amortised over the period of the facility to which it relates.
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2.3 Summary of significant accounting policies (continued)
(j) Financial instruments (continued)

Derecognition

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

Derivative financial instruments

The Group uses various types of derivative financial instruments to hedge its currency and interest risk
etc. Such derivative financial instruments are initially recognised at fair value on the date on which a
derivative contract is entered into and are subsequently re-measured at fair value. Derivatives are carried
as financial assets when the fair value is positive and as financial liabilities when the fair value is
negative.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the consolidated
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.

Financial guarantee contracts

Financial guarantee contracts are recognised as a financial liability at the time of issuance of guarantee.
The liability is initially measured at fair value and is subsequently measured at the higher of the amount
of loss allowance determined, or the amount initially recognised less, the cumulative amount of income
recognised.

Fair value of financial instruments

In determining the fair value of its financial instruments, the Group uses a variety of methods and
assumptions that are based on market conditions and risks existing at each reporting date. The methods
used to determine fair value include discounted cash flow analysis, available quoted market prices and
dealer quotes. All methods of assessing fair value result in general approximation of value.

(k) Leases

The Group has adopted Ind AS 116 effective from 1 April 2019 using the modified retrospective
approach. For the purpose of preparation of condensed consolidated financial statements, management
has evaluated the impact of change in accounting policies required due to adoption of Ind AS 116 for
year ended 31 March 2020. Accordingly, the Group has not restated comparative information and there
is no adjustment to opening retained earnings as at 1 April 2019, except overseas subsidiary wherein
cumulative impact of applying Ind AS 116 has been recognized in equity as an adjustment to the opening
balance of retained earnings for the current period.

The Group assesses whether a contract contains a lease, at inception of a contract. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a define
period of time in exchange for consideration. To assess whether a contract conveys the right to control
the use of an identified assets, the Group assesses whether: (i) the contact involves the use of an identified
asset (i1) the Group has substantially all of the economic benefits from use of the asset through the period
of the lease and (iii) the Group has the right to direct the use of the asset.
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2.3 Summary of significant accounting policies (continued)

(k) Leases (continued)

As a lessee, the Group recognises a right of use asset and a lease liability at the lease commencement
date. The right of use asset is initially measured at cost, which comprises the initial amount of the lease
liability adjusted for any lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to restore
the underlying asset or the site on which it is located, less any lease incentives received. The right of use
asset is subsequently depreciated using the straight-line method from the commencement date to the
earlier of the end of the useful life of the right of use asset or the end of the lease term. The estimated
useful lives of right of use assets are determined on the same basis as those of property and equipment.
In addition, the right of use asset is periodically reduced by impairment losses, if any, and adjusted for
certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the Group incremental borrowing rate. For leases with reasonably similar
characteristics, the Group, on a lease by lease basis, may adopt either the incremental borrowing rate
specific to the lease or the incremental borrowing rate for the portfolio as a whole. Lease payments
included in the measurement of the lease liability comprise the fixed payments, including in-substance
fixed payments and lease payments in an optional renewal period if the Group is reasonably certain to
exercise an extension option.

The lease liability is measured at amortised cost using the effective interest method. The Group has
elected not to recognise right of use assets and lease liabilities for short-term leases that have a lease
term of 12 months or less and leases of low-value assets. The Group recognises the lease payments
associated with these leases as an expense on a straight-line basis over the lease term. The Group has
applied a single discount rate to a portfolio of leases of similar assets in similar economic environment
with a similar end date.

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

(I) Inventories

e Raw materials, packing materials and stores and spares are valued at the lower of cost and net
realisable value. Cost is determined on the basis of moving weighted average method. The aforesaid
items are valued below cost if the finished products in which they are to be incorporated are expected
to be sold at a loss.

¢ Finished goods and by-products including those held for captive consumption are valued at the lower
of cost and net realisable value. Cost is determined on actual cost basis. Cost of finished goods
includes taxes and duties, as applicable. Variances, exclusive of abnormally low volume and
operating performance, are adjusted to inventory. Stock-in-trade is valued at lower of cost and net
realisable value.

e Net realizable value is the estimated selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary to make the sale.
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2.3 Summary of significant accounting policies (continued)
(m) Impairment of non-financial assets

The Group assesses at each reporting date, whether there is an indication that an asset may be impaired.
If any indication exists, or when annual impairment testing for an asset is required, the Group estimates
the assets’ recoverable amount. An assets’ recoverable amount is the higher of an asset’s fair value less
costs of disposal and its value in use. The recoverable amount is determined for an individual asset unless
the asset does not generate cashflows that are largely independent of those from other assets or group of
assets. Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered
impaired and it is written down to its recoverable amount. In assessing value in use, the estimated future
cashflows are discounted to their present value using a pre-tax discount rate that reflects current market
assessment of the time value of money and the risk specific to the asset. In determining fair value less
cost of disposal, recent market transactions are taken in account. If no such transactions can be identified,
an appropriate valuation model is used. These calculations are corroborated by valuation multiples,
quoted share price for publicly traded entities or other available fair value indicators. For assets
excluding goodwill, an assessment is made at each reporting date to determine whether there is an
indication that previously recognised impairment loss no longer exist or has decreased. If such indication
exists, the Group estimates the assets’ or CGU’s recoverable amount. A previously recognised
impairment loss is reversed only if there has been a change in the assumptions used to determine the
assets’ recoverable amount, since the last impairment loss was recognised. The reversal is limited so that
the carrying amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been recognised for the
asset in prior years. Such reversal is recognised in the consolidated Statement of Profit and Loss.

(n) Provisions

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

When the Group expects some or all of a provision to be reimbursed, for example, under an insurance
contract, the reimbursement is recognized as a separate asset, but only when the reimbursement is
virtually certain. The expense relating to a provision is presented in the consolidated Statement of Profit
and Loss. net of any reimbursements.

If the effect of time value of money is material, provisions are discounted using a current pre-tax rate
that reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase
in the provision due to the passage of time is recognized as a finance cost. Provisions are reviewed at
each balance sheet date and are adjusted to reflect the current best estimates.
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2.3 Summary of significant accounting policies (continued)
(o) Employee benefits

Employee benefits consist of provident fund, superannuation fund, gratuity fund, compensated absences,
long service awards, post-retirement medical benefits, directors’ retirement obligations and family
benefit scheme.

Post-employment benefit plans

Defined contribution plans
Payments to a defined contribution retirement benefit scheme for eligible employees in the form of
provident fund and superannuation fund are charged as an expense as they fall due. Such benefits are
classified as Defined Contribution Schemes as the Group does not carry any further obligations, apart
from the contributions made.

Defined benefit plans

For defined benefit schemes in the form of gratuity fund, the cost of providing benefits is actuarially
determined using the projected unit credit method, with actuarial valuations being carried out at each
Balance Sheet date. The retirement benefit obligation recognised in the consolidated balance sheet
represents the present value of the defined benefit obligation as reduced by the fair value of scheme
assets. The present value of the said obligation is determined by discounting the estimated future cash
outflows, using market yields of government bonds of equivalent term and currency to the liability. The
interest income / (expense) are calculated by applying the discount rate to the net defined benefit liability
or asset. The net interest income / (expense) on the net defined benefit liability is recognised in the
consolidated Statement of Profit and Loss. Remeasurements, comprising of actuarial gains and losses,
the effect of the asset ceiling (if any), are recognised immediately in the consolidated Balance Sheet with
a corresponding charge or credit to retained earnings through OCI in the period in which they occur.
Remeasurements are not reclassified to the consolidated Statement of Profit and Loss in subsequent
periods. Changes in the present value of the defined benefit obligation resulting from plan amendments
or curtailments are recognised immediately in the consolidated Statement of Profit and Loss as past
service cost.

Short-term employee benefits

The short-term employee benefits expected to be paid in exchange for the services rendered by
employees is recognised during the period when the employee renders the service. These benefits include
compensated absences such as paid annual leave and performance incentives which are expected to
occur within twelve months after the end of the period in which the employee renders the related
services.

The cost of compensated absences is accounted as under:

(a) In case of accumulating compensated absences, when employees render service that increase their
entitlement of future compensated absences; and

(b) In case of non - accumulating compensated absence, when the absences occur.
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2.3 Summary of significant accounting policies (continued)

(o) Employee benefits (continued)

Other long-term employee benefits

Compensated absences which are not expected to occur within twelve months after the end of the period
in which the employee renders the related services are recognised as a liability. The cost of providing
benefits is actuarially determined using the projected unit credit method, with actuarial valuations being
carried out at each Balance Sheet date. Long Service Awards are recognised as a liability at the present
value of the obligation at the Balance Sheet date. All gains/losses due to actuarial valuations are
immediately recognised in the consolidated Statement of Profit and Loss.

(p) Derivative financial instruments

The Group uses derivative financial instruments such as forward currency contracts and interest rate
swaps to hedge its foreign currency risks and interest rate risks respectively. Such derivative financial
instruments are initially recognised at fair value on the date on which the derivative contract is entered
into and are subsequently re-measured at fair value at the end of each reporting period. The accounting
for subsequent changes in fair value depends on whether the derivative is designated as a hedging
instrument, and if so, the nature of the item being hedged and the type of hedge relationship which is
designated.

Cash flow hedges that qualify for hedge accounting: The effective portion of changes in the fair value
of derivatives that are designated and qualify as cash flow hedges is recognised in ‘other comprehensive
income’ in cash flow hedging reserve within equity, limited to the cumulative change in fair value of
the hedged item on a present value basis from the inception of the hedge. The gain or loss relating to
the ineffective portion is recognised immediately in the consolidated Statement of Profit and Loss.
Amounts accumulated in equity are reclassified to the consolidated Statement of Profit and Loss in the
periods in which the hedged item affects the profit or loss.

Derivatives that are not designated as hedges: The Group enters into certain derivative contracts to
hedge foreign exchange risks which are not designated as hedges. Such derivative contracts are
accounted for at each reporting date at fair value through the consolidated Statement of Profit and Loss.

(q) Cash and cash equivalents

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

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

(r) Cash dividend
The Group recognizes a liability to make cash distributions to equity shareholders when the distribution

is authorized and the distribution is no longer at the discretion of the Group. As per the corporate laws
in India, a distribution is authorized when it is approved by the shareholders of the Group.
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2.3 Summary of significant accounting policies (continued)

(s) Income taxes

Current income tax assets and liabilities are measured at the amounts expected to be recovered from or
paid to the taxation authorities in accordance with the Income Tax Act, 1961. The tax rates and tax laws
used to compute the amounts are those that are enacted or substantively enacted at the reporting date.

Current income tax relating to items recognized outside profit and loss is recognized outside profit and
loss (either in other comprehensive income or in equity). Current tax items are recognized in correlation
to the underlying transaction either in OCI or directly in equity. Management periodically evaluates
positions taken in the tax returns with respect to situations in which applicable tax regulations are subject
to interpretation and establishes provisions where appropriate.

Deferred income tax is provided using the liability method on temporary differences between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at the reporting
date. Deferred tax liabilities are recognized for all taxable temporary differences except when the
deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a transaction
that is not a business combination and at the time of the transaction, affects neither the accounting profit
nor taxable profit or loss; or in respect of taxable temporary differences associated with investment in
subsidiaries, associates and interests in joint ventures, when the timing of the reversal of temporary
differences can be controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.

Deferred tax assets on deductible temporary differences, the carry forward of unused tax credits and any
unused tax losses are recognized to the extent that there is reasonably certainty that taxable profits will
be available against which the deductible temporary differences and the carry forward of unused tax
credits and tax losses can be utilized, except when the deferred tax asset relating to the deductible
temporary difference arises from the initial recognition of an asset or liability in a transaction that is not
a business combination and at the time of the transaction, affects neither the accounting profit nor taxable
profit or loss.

The carrying amount of deferred tax assets is reviewed at each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the deferred tax asset to be utilized. Unrecognised deferred tax assets are re-assessed at each reporting
date and are recognized to the extent that it has become reasonably certain that future taxable profits will
allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset or liability is settled based on tax rates and tax laws that have been enacted or
substantively enacted at the reporting date. Deferred tax relating to items recognized outside profit and
loss is recognized outside profit and loss (either in other comprehensive income or in equity). Deferred
tax items are recognized in correlation to the underlying transaction either in OCI or directly in equity.
Minimum Alternate Tax (MAT).
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2.3 Summary of significant accounting policies (continued)
(s) Income taxes (continued)

Minimum Alternate Tax paid as per Indian Income Tax Act, 1961 is in the nature of unused tax credits
which can be carried forward and utilized when the Group will pay normal income tax during the
specified period. Deferred tax asset on such tax credit is recognized to the extent that it is probable that
the unused tax credit can be utilized in the specified future period. The net amount of tax recoverable
from, or payable to, the taxation authority is included as part of receivables or payables in the balance
sheet.

(t) Earnings per share

Basic earnings per share is calculated by dividing the net profit or loss for the period attributable to the
equity shareholders by the weighted average number of equity shares outstanding during the period. For
the purposes of calculating diluted earnings per share, the net profit for the period attributable to equity
shareholders and the weighted average number of equity shares outstanding during the period are
adjusted for the effects of all dilutive potential equity shares.

(u) Segment reporting

Based on the “Management approach” as defined in Ind AS 108: Operating Segments, the Chief
Operating Decision Maker evaluates the Group performance and allocates resources based on an analysis
of various performance indicators by business segments. Inter-segment sales and transfers are reflected
at market prices.

Segment policies

The Group prepares its segment information in conformity with the accounting policies adopted for
preparing and presenting the condensed consolidated financial statements as a whole. Common allocable
costs are allocated to each segment on an appropriate basis. Revenues, expenses, assets and liabilities,
which are common to the enterprise as a whole and are not allocable to segments on a reasonable basis,
have been treated as "unallocated revenues/expenses/ assets/ liabilities", as the case may be.

(v) Business combinations

The Group accounts for its business combinations under acquisition method of accounting. Acquisition
related costs are recognised in the consolidated statement of profit and loss, as incurred. The acquiree’s
indentifiable assets, liabilities and contingent liabilities that meet the condition for recognition are
recognised at their fair values at the acquisition date except deferred tax assets or liabilities and assets
or liabilities related to employee benefit arrangements, which are recognised and measured in
accordance with Ind AS 12 Income taxes and Ind AS 19 Employee benefits.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of NCI in
the acquiree and the fair value of acquirer’s previously held equity instrument in the acquire (if any)
over the net of acquisition date fair value of identifiable net assets acquired and liabilities assumed.
Where the fair values of identifiable assets and liabilities exceed the cost of acquisition, after reassessing
the fair values of the net assets and contingent liabilities, the excess is recognised as capital reserve.
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2.3 Summary of significant accounting policies (continued)

(v) Business combinations (continued)

The interest of non-controlling shareholders is initially measured either at fair value or at the NCI’s
proportionate share of the acquiree’s identifiable net assets. The choice of measurement basis is made
on an acquisition by acquisition basis.

When the consideration transferred by the Group in a business combination includes assets or liabilities
resulting in a contingent consideration arrangement, such contingent consideration, on the acquisition
date is measured at fair value and included as a part of the consideration transferred in a business
combination. Changes in the fair value of the contingent consideration that qualify as measurement
period adjustments, are adjusted retrospectively, with corresponding adjustments against goodwill or
capital reserve as the case may be. Measurement period adjustments are adjustments that arise from
additional information during the ‘measurement period’ (which cannot exceed one year from the
acquisition date) about facts and circumstances that existed at the acquisition date.

The subsequent accounting for changes in the fair value of the contingent consideration that do not
qualify as the measurement period adjustments depends on how the contingent consideration is
classified. Contingent consideration that is classified as equity is not remeasured at subsequent reporting
dates and its subsequent settlement is accounted for within equity. Contingent consideration that is
classified as an asset or a liability is remeasured at fair value at subsequent reporting dates with the
corresponding gain or loss being recognised in consolidated statement of profit and loss.

When a business combination is achieved in stages, the Group’s previously held equity interest in the
acquiree is remeasured to its acquisition-date fair value and the resulting gain or loss, if any, is
recognised in consolidated Statement of Profit and Loss. Amounts arising from interests in the acquiree
prior to the acquisition date that have previously been recognised in other comprehensive income are
reclassified to consolidated Statement of Profit and Loss where such treatment would be appropriate if
that interest were disposed off.

If the initial accounting for a business combination is incomplete by the end of the reporting period in
which the combination occurs, the Group reports provisional amount for the items for which the
accounting is incomplete. Those provisional amount are adjusted during the measurement period, or
additional assets or liabilities are recognised, to reflect new information obtained about facts and
circumstances that existed at the acquisition date that, if known, would have affected the amount
recognised at that date.

Changes in the proportion of the equity held by NCI are accounted for as equity transactions. The
carrying amount of the controlling interests and NCI are adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference between the amount by which the NCI are adjusted and the
fair value of the consideration paid or received is recognised directly in equity and attributed to owners
of the Group.

The Group accounts for the common control transactions in accordance with the ‘pooling of interests’
method prescribed under Ind AS 103 — Business Combinations for common control transactions where
all the assets and liabilities of transferor companies would be recorded at the book value as at the
Appointed date.
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2.3 Summary of significant accounting policies (continued)

(w) Contingent Liability and Contingent Assets

A contingent liability is a possible obligation that arises from past events whose existence will be
confirmed by the occurrence or non-occurrence of one or more uncertain future events not wholly within
the control of the Group or a present obligation that is not recognized because it is not probable that an
outflow of economic resources will be required to settle the obligation. A contingent liability also arises
in extremely rare cases where there is a liability that cannot be recognized because it cannot be measured
reliably. The Group does not recognize a contingent liability but discloses its existence in the condensed
consolidated financial statements.

A contingent asset is not recognized unless it becomes virtually certain that an inflow of economic
benefits will arise. When an inflow of economic benefits is probable, contingent assets are disclosed in
the condensed consolidated financial statements.

Contingent liabilities and contingent assets are reviewed at each balance sheet date.
(x) Changes in significant accounting policies

There have been no changes in accounting policies during the Financial year 2019-20, except for
implementation of Ind AS 116 as described in point 2.3 (k) of accounting policies.

(y) Recent Indian Accounting Standard (Ind AS) and note on COVID-19
i) Recent accounting pronouncements which are not yet effective

The Ministry of Corporate Affairs ("MCA") notifies new standard or amendments to the existing
standards. There are no such notifications which would be applicable from 1 July 2020.

i) Note on COVID-19

In view of the lockdown across the country due to the outbreak of COVID pandemic, operations in
many of the Group’s locations (manufacturing, warehouses, offices, etc.) are scaled down or shut
down in compliance with the directives/ orders issued by the local Panchayat/Municipal
Corporation/State/Central Government authorities. International businesses are operating under
local guidelines for social distancing and high hygiene standards.

As per management’s current assessment, no significant impact on carrying amounts of inventories,
intangible assets, trade receivables, investments and other financial assets is expected, and
management will continue to monitor changes in future economic conditions. The eventual
outcome of the impact of the global health pandemic may be different from those estimated as on
the date of approval of these condensed consolidated financial statements.
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