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lndependent Auditors' Report
to the Directors of
KNP Japan Private Limited

Opinion:

We have audited, for the purpose of your audit of the consolidated lnd AS financial statements for the
year ended tVlarch 31 ,2026 of Kansai Nerolac Paints Limited, lndia ("the Company"), the accompanying
Special Purpose Financial Statements (SPFS) of M/s KNP Japan Private Limited (hereinafter referred to
as'the Company') which comprise the Statement of Financial Position as at [Iarch 31,2026, and the
Statement of Profit or Loss, Statement of total comprehensive lncome, Statement of Changes in Equity
and statement of Cash flows attached thereto, for the year then ended and notes to the financial
statements, including a summary of Significant Accounting Policies and other Explanatory Notes &
information.

ln our opinion and to the best of our information and according to the explanations given to us, the
aforesaid SPFS read together with Notes forming part of the SPFS give the information required by the
provisions of Nepal Companies Act, 2006, as amended ("the Act") in the manner so required and, give a
true and fair view in conformity with the accounting principles generally accepted in Nepal, of the state of
affairs of the Company as at March 31,2026, its profit or loss including other comprehensive income, its
cash flows and the changes in equity for the year ended on that date.

Basis of Opinion:

We conducted our audit in accordance with the Nepal Standards on Auditing. Our responsibilities under
those Standards are furlher described in the Auditor's Responsibilities for the Audit of the Group reporting
section of our report. We are independent of the Entity in accordance with the Code of Ethics issued by
the lnstitute of Chartered Accountants of Nepal together with the ethical requirements that are relevant to
our audit of the Group reporting under the provisions of the Companies Act, 2006 and the Rules
thereunder, and we have fulfilled our other ethical responsibilities in accordance with those requirements
and the Code of Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate
to provlde a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the standalone financial statements of the current period. These matters were addressed in the
context of our audit of the standalone financlal statements as a whole, and in forming our opinion thereon,
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and we do not provide a separate opinion on these matters
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B.I( AGRAWAL & Co.
CHART ERF-D ACCOUN IANTS

Key audit matters identified in our audit are summarized as follows

i) RevenueRecognition:

The Key Audit Matter

Revenue recognition:

-'re company recognizes revenue upon
iransfer of ownership of goods to the
custcmers, provided pervasive evidence of
ar arrangement exists whereby collectability
:'Tevenue is reasonably certain and no
::-3'mance obligation is pending Revenue
'-:* sales of goods or rendering of services
. -:: :f lndirect taxes, returns and discounts.--: rcmpany recognised revenue of NpR- -!- 15 lVlillion from the paint & colourant

s= es and during the year ended ltlarch 31,
.:26

T.e large volume of transactions arising from
a combination of different types of product
type creates volume risk.

Some terms of sales arrangements,
including the timing of transfer of control, the
nature of discount and rebates
arrangements, delivery speclfications
generate complexity and judgment in
determining sales revenues and revenue cut-
off. The risk is, therefore, that revenue is not
recognised in the correct period or that
revenue and associated profit is misstated.

There is no any bundled transactions under
contracts with customers, through a number
of different systems.

Responsibilities of Management and those charged with Governance for the Financial Statements

The company's Management and Board of Directors are responsible for the preparation and fair
presentation of these financial statements in accordance with Nepal Financial Reporting Standards.

This responsibillty also includes maintenance of adequate accounting records for safeguarding the assets
of the Entity and for preventing and detecting frauds and other irregularities; selection and application of
appropriate accounting policies; making judgments and estimates that are reasonable and prudent, and
the design, implementation and maintenance of adequate internal financial controls, that are operating
effectively for ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the financial statement that give a true and fair view and are free from
material misstatement, whether due to fraud or error.

ln preparing the financial statement, the respective management and Board of Directors are responsible
for assessing the Entity's ability to continue as a going concern, discloslng, as applicable, matters related
to going concern and using the going concern basis of accounting unless management either intends to
liquidate the Entity or to cease operations, or has no realistic alternative but to do so.

How the matter was addressed in our audit

The procedures in addressing the risk around the
accuracy of revenue recognized included:

. Testing the IT environment in which billing,
product rate and other relevant support
systems reslde;

. We tested controls in the revenue and trade
account receivables cycles over the accuracy
and timing of revenue accounted in the financial
statements. Our work included consideration of
the accounting for and presentation of the
rebates and discount arrangements.

. Testing the key controls over the accuracy in
calculation and allocation of revenue to
separable elements In bundled transactions
under contracts with customers;

. ln addition to substantive analytical reviews
performed to understand how the revenue has
trended over the year, we performed a detailed
testing on transactions around the year - end,
ensuring revenues were recognised in the
correct accounting period. We also tested
journal entries to recognised revenue focusing
on unusual or irregular transactions.

. Testing a sample of transaction records in the
systems to their respective customer contracts,
underlying invoices and cash receipts.

We validated the appropriateness and
completeness of the related disclosures in Note
2.2.12 of Notes forming part of the financial
statements.
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Auditors' Responsibility for the Audit of the Financial Statements

Our responsibility is to express an opinion on these financial statements based on our audit. We

conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Those standards require

that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement. Reasonable assurance is a
high level of assurance but is not a guarantee that an audit conducted in accordance with Nepal Standards

on Auditing will always detect a material misstatement when it exists. [Vlisstatements can arise from fraud

or error and are considered material if, individually or in aggregate, they could reasonably be expected to

influence the economic decisions of users taken on the basis of these financial statements.

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

. ldentify and assess the risks of material misstatement of SPFS, whether due to fraud or error,

design and perform audit procedures responsive to those risks, and obtain audit evidence that is

sufflcient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve

collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures

that are appropriate in the circumstances. We are also responsible for expressing our opinion on

whether the Company has adequate internal financial controls in place and the operating
effectiveness of such controls.
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Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management's use of the golng concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company's ability to continue as a going

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

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

We communicate with those charged with governance regarding, among other matters, the planned

scope and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other

matters that may reasonably be considered to bear on our independence, and where applicable, related
safeguards.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a reasonable
basis for our audit opinion. Further we report that:
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Report on Other Legal and Regulatory Requirements

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

b ln our oprnion, proper books of account as required by law have been kept by the Company
so far as appears from our examination of such books:

ln our opinion. the Statement of Financial Position, Statement of profit or Loss and Statement
of total comprehensive Income and Statement of Changes in Equity and statement of Cash
flows attached thereto, for the year then ended and notes to the financial statements,
including a summary of Significant Accounting Policies and other Explanatory Notes &
information dealt with by this report are in compliance with the provisions of the Company
Act, 2006 and are in agreement with the books of account maintained by the company;

ln our opinion, so far as appeared from our examination of the books, the business of the
Company has been conducted satisfactorily; and

To the best of our information and according to the explanations given to us and from our
examination of the books of accounts of the Company necessary for the purposes of the
audit, we have not come across cases where the Board of Directors or any employees of
the Company have acted contrary to legal provisions relating to accounts, or committed any
misappropriation or caused loss or damage to the company;

Limitation of Use

This report is issued by us, pursuance to specific request made by the Company, in regard to the
consolidation of the company's flnancial statements with the Parent Company M/s Kansai Nerolac paints
Limited, India. Therefore, this report should be used for the above specific purpose only and not for any
other purpose without our prior concurrence.
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CA. Gaurav Agrawal
Paftner

For: B.K. Agrawal& Co.
Chartered Accountants

UDIN: 26050 I CAO I 953DBC6g
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KNP Japan Private Limited
Statement of Financial Position
As at March 31,2026

Particulars

ASSETS

Non-Current Assets:
Property, Plant and Equipment
lntangrble Assets
Capital Work in Progress
Other Non Current Assets

rotal Non-Current Assets

Current Assets:
- ventories

F nancial Assets:
Trade Receivables
Sash & Cash Equivalents

= nancial Assets At Amortized Cost
I - -:ent Tax Assets (Net)
l:-er Current Assets
-otal Current Assets

-rtal Assets

=?UITY 
AND LIABILITIES

i::.titv:
I:rity Share Capital
i:-ep Eqg;1,

- : bilities:

" 
: r-Current Liabilities:

: -ancial Liabilities:
I :"er Financial Liabilities

= -:vtsions

- =':'red Tax Liabilities (Net)
-.:: Non-Current Liabilities

- - "ent Liabilities:
: -ancial Liabilities:

--::e Payables
I :^er Financial Liabilities

I :- :: Current Liabilities
- ::al Current liabilities

-:tal Equity and Liabilities

! 
=- 

^ i cant Accounting Policies

--: ^ctes referred to above form an integral part
-'= -ancial Statements

150,968,362 97
8,746 586 33
4,547 ,941 17

s71 789.00
1 1.84 165,234,639.47

185,583,960 94 200,357,147.14

858,343,262 21

93,093,125.99
298,220,000 00
58,900,368.47

782.67
1,544,774,500.28 1, 353,725,935.64

____1f!3,439f12!2_ 1,518,s60,5?5.11

Notes

7
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10

11

12

As At
March 31, 2026

(NRS)

As At
March 31,2025

(NRS)

J

4

5

6

140.882.391 97
7,131,988 35
9,096,727 52
1,553,304.00

683,172,640 52
67,361,341.69

325,720,000 00
39,544,526.33
37,570,279.96

13

14

15

16

17

1B

19

20

130,000,000.00
950,977,809.30

130,000,000.00
923,525,725.46

1,080,977, ,809.30 1, 053,525,725.46

2,467,A05.36

12,429,714.17
726.00

20,052,005 36
23,375,032.31

7,915,632.00
23,122,445.53 51,342,669.67

231,147,5s5.50
361,089,945.25

101 156.54
599,338,657.29

____JM,43!fJ2!2_ 1 ,518,e60,5?5.1 1

7

142,168,185 14

262,809,391 .04

9,114,603.80
414,092,179.98

t-z

3-41

For and on behalf of the board

r\[
Director

As per our attached report
of even date

- '> I.rt''(,c"" - '
Executive CA. Gaurav Agrawal

Partner
B.K. Agrawal & Co.
Chartered Accountants
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KNP Japan Private Limited
Statement of Profit or Loss
For the Year ended March 11, 2026

Particulars

lncome:
Revenue From Operations
Other lncome

Total lncome

Expenses:
Cost of Sales
Administrative & Operating Expenses
Selling & Distribution Expenses

Total expenses

Profit Before lnterest, Depreciation,
Exceptional ltems & Tax

Finance Cost
Depreciation & Amortization Expenses

Profit before Tax

Tax Expenses:
Current Tax
Deferred Tax
Profit for the Year

Significant Accounting Policies

The notes referred to above form an integral part of
Financial Statements

30,232,016.00
310.094.00

98,952,083.84

28,845,764.00
783,789.00

95,136,881.47

Notes
Year ended

March 31,2026
Year ended

March 31,2025
NRS)

21

22

23
24

1.240.459 384 08
12,17 1 ,519 21

1J38,621,221 4s
14,838,817 98

1,252,630,903.29

685,034,013 2'1

214,239.310.58
207,845,673 12

1 ,153,460,039.43

624.329,706 56
203,594,580 79
185,390,835 27

1,107,1 18,996.91

145,511,906.38

1,013,315,122.62

140,144,916.91

lo
27

1,233,965.70
14,783,746.84

1,419,225 48
'13,959,256.86

129,494,193.84 124,766,434.47

172
17.2

1-2

341

For and on behalf of the board

A L.-]
Director

As per our attached report
of even date

qelho4'
Executive

(athmandu

)ate: April 29,2026

CA. Gaurav Agrawal
Partner
B.K. Agrawal & Co.
Chartered Accountants

ln/r,

a!'* oI*
,4c



KNP Japan Private Limited
Statement of Total Comprehensive lncome
For the Year ended March 31, 2026

Particulars
Year ended

March 31,2026
(NRS)

Year ended
March 31, 2025

(NRs)

Profit for the year 98,952,083.84 95,136,881 .47

Other Comprehensive lncome
b-s t'at will not be reclassified to profit or |oss
-,&ra,-arial Gaini(Loss) Remeasurements of the defined
M*plans
I lt!rcone Tax on Above

E"rls trat will be reclassified to profit or loss

& C.ornprehensive lncome

- . : I :-crehensive lncomefortheYear 98,952,083.84 95,136,881.47

For and on behalf of the board As per our attached report
of even date

A t-) (r&
Director CA. Gaurav Agrawal

Pariner
B.K. Agrawal & Co.
Chartered Accountants
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KNP Japan Private Limited
Statement of Cash Flows
For the Year ended March 31,2026

Particulars Year ended
March 31,2026

Year ended
March 31, 2025

(N RS)
(A) Cash Flow from Operating Activities:
rrofit/(Loss) before changes in working capital &
\.or-recurring lncome & Expenditure.

Add:
i.preciation
-'='est on Shorl term Loans
: -ance lncome

Cash from Operating activities before changes
n Working Capital

129,494.193.84 124 ,766,434 47

14,783,746 84
1 ,233,965 70

13,959,256 86
1 ,419,225 48

11 71 '16'1 (1 .20)

134,040,745.14 126,824,859.61

I f anqes in Workinq Capital
, . r'3ase/(lncrease) in Current Assets
: 

= : 
-3ase/(lncrease) in Non-Current Assets

--:ase/(Decrease) in Current Liabilities
- -=:se/(Decrease) in Non-Current Liabilities
l:sh from Operating activities before tax paid

(173,460,938 20)
(581,515 00)

185,246.477.31

(28,530,318 14)

116,714,451.11

17,503,361 92
(422,139 00)

55,061 ,141 .74

(28,299,465.16)

170,667,759.11

- 
_ 
'.= Tax paid

-'-: :ash flow from Operating Activities
(49.587.858 14)

67,126,592.97
(245,009.24)

87

: ::sh Flow from lnvesting Activlties:
: , " 

- 
=:e of Property, plant and Equipment

- - . ..:e/(lncrease) in CWlp- ..'-:nt At Amortized Cost (in Term Deposits)I .- -ssetssales
',:: lash Flow from lnvesting Activities

(5,542,293 89)
(4,548,826 35)

27,500,000 00
2,459,1 16.03

(2e,889,155.03)
9,950,312.52

(53,420,000.00)
5,030,738.55

(68,328,103.96)19,867,995.79

: lash Flow from Financing Activities:'-'=.: Paid

- . -.^l Proposed/Approprialed
'=':.: Received on term deposits & call account

\:: :ash Flow from Financing Activities

(1,233,965.70)
(71,500,000.00)
11 ,471 ,161 .24

(1 ,419,225.48)
(65,000,000.00)
13, 320,057.20

161,262,804.461

25,731,784.30

67,36.1 ,341.69

168.28)

',:: aash Flow (A+B+C)
48,995,477.63

18,365,864.06-:=- -: Cash and Cash Equivalents

: :s rg Cash and Cash Equivalents 93,093,1 25.99 67 ,341.69

For and on behalf of the board As per our attached report
of even date

' "- tLN'
L\C*t* 

*-
,\, (

Director

)
ixecutive CA. Gaurav Agrawal

Partner

B.K. Agrawal & Co.
Chartered Accountants

_.'. ::- 29.2026
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",fiP Japan Private Limited
:::tement of Changes in Equity
: -' the Year ended March 31,2026

: _J ats Share Capital
(NRS)

Retained
Earnings

(NRS)

Total
(NRS)

- , :. :Dril 1,2024

. , , - irehensive lncome of the year
- . :-:--al to General Reserves

: =- : :: shareholders
: ..- ::lustments

, .. .-_eC

- -'.';-:h31 .2025
: . -':-ehensrve Income ofthe year

. :'":: :c General Reserves

:- - , srareholders

' ..'-:_Jstments

. ,. _:i
- . - 'i .-.\ 31, 2026

130,000,000.00 893,388,843.99 1,023,388,843.99

95,136,88,1 47 95 136.881 47

(65,000,000 00) (65,000.000.00)

130,000,000.00 923,525J25.46 1,053,525,725.46

98,952,083.84 98,952,083.84

(71,500,000.00) (71,500,000 00)

130,000,000.00 950,977,809.30 1 ,080,977,809.30

For and on behalf of the board As per our attached report
ofeven date

A(-} q@,
Director CA. Gaurav Agrawal

Paftner
B.K. Agrawal & Co.
Chartered Accountants
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' \,P Japan Private Limited
'=s forming pant of the Accounts for the year ended March 31,2A26

3o rporate Information:
-r.) Japan Private Limited (Formerly. Karsai Paints Nepal Private Lirnited) ("the Cornpany") is a private limited company incorporated
-:er the Companies Act of Nepal on July 29. 2002 (Shrawan 13, 2059) vide registration no. 20268i059/60. The Company is domiciled

.-. lrcorporated io Nepal and has its registered Office and principal place of business is at Aadarsha negar, Birgunj, Nepal and the
--erufacturing Unit is situated at Lipni Birta V.D.C., Pansa Districl, Nepal.

-e main objectives of the company is to manufacture paints products like ink-colour, ink-blue. oil, adhesive etc. and selling of such
--l0ucts in domestic & foreign market and is a subsidiary of Kansai Nerolac Paints Limited.

S gnificant Accounting Policies:
? 1 Basis of Preparation:
? 1.1 Statement of Compliance

The Financial Statements have been prepared on a going concern basis and in accordance with Nepal Financial Reporting
Standards (NFRS) as issued by the lnstitute of Chartered Accountants of Nepal (ICAN). Current Accounting period comprises
of April, 2025 to lvlarch, 2026.

Basis of Measurement:
The financial statements have been prepared on the historical cost basis except in the case of the following material items in
the statement of financial position:
- lmpairment of assets recognized based on the recoverable value of the assets.

2.1.2 Critical Accounting Estimates:
The preparation of the financial statements in conformity with Nepal Financial Reporting Standards requires the use of certain
critical accounting estimates and judgments. lt also requires managemenl to exercise judgment in the process of applying the
company's accounting policies. The company makes certain estimates and assumption regarding the future events. Estimates
and judgments are continuously evaluated based on historical experience and other factors, including expeclalions of future
events that are believed to be reasonable under the circumstances. ln the future, actual result may differ from these estlmates
and assumptions. The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial Quarter primarily includes:

a) lncome Taxes
Current lncome Tax
Current lncome tax is recognized in the income statement except to the extent that it relates to items recognized directly to
equity. Current tax is the expected tax payable on the taxable income for the Quarter using tax rates at the balance sheet date
and any adjustment to tax payable in respect of previous Quarters.

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the Quarter and any adjustment
to the tax payable or receivable in respect of previous Quarters. 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. lt is 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 recognized
amounts, and it is intended to realize the asset and settle the liability on a net basis or simultaneously.

Deferred Tax
Deferred tax is recognized in respect of temporary differences betlveen the carrying amounts of assets and liabilities for
financial reporting purposes and the corresponding amounts used for taxation purposes. Deferred tax is also recognized in
respect of carried foMard tax losses and tax credits.

Deferred tax assets are recognized 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 Company recognizes a deferred tax asset only to the extent lhat it has

sufficient taxable temporary differences or there is convincing other evidence that sufficient taxable profit will be available
against which such deferred tax asset can be realized- Deferred tax assets - unrecognized or recognized, are revlewed at each
reporting date and are recognized/ reduced to the extent that it is probable/ no longer probable respectively that the related tax
benefit will be realized.

Deferred tax is measured at the tax rates that are expected to apply to the Quarter 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 Company expects, at the reportlng
date, to recover or settle the carrying amount of its assets and liabilities.
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Notes cantd

b) Functional and Presentation Currency
The financial statements are prepared and presented in Nepalese Rupees. which is the Company's functional currency.

c) Property, Plant & Equipment:
Land js recorded in the books at the original cost of acquisition with land development expenses.

Items of property, plant and equipment are stateo at cost of acquisition or constTuction or at revalued amottnts nef of

impairment loss, if any, less depreciation/amortization. Cost includes the purchase price and other directly attributable costs as

well as financing costs of borrowed funds attributable to acquisition or construction of fixed assets, up to the date the assels are

pul to use. Assessment of indication of impairment of an asset is made at the Quarter end and impairment loss, if any,

recognized.

Subsequent expenditure relating to property. plant and equipment is capitaltsed only when it is probable that fulure economic

benefits associated with these will flow to the Company and the cost of the item can be measured reliably.

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

arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of property,

Plant and equipment is determined as the difference betlveen the sales proceeds and the carrying amount of the asset and is

recognized in the Statement of Profit and Loss.

Revaluation:
At the date of revaluation, the accumulated depreciation on the revalued freehold property is eliminated against the gross

carrying amount of the asset and the net amount is restated lo the revalued amount of the asset. The excess depreciation on

revalued freehold buildings, over the amount that would have been charged on a historical cost basis, is transferred from the

revaluation reserve to retained earnings when freehold land and buildings are expensed through the statement of
comprehensive income (e.g. through depreciation, impairment). On disposal of the asset the balance of the revaluation reserve

is transferred to retained earnings.

Depreciation and Amortization :

Depreciation and Amortization is calculated over the estimated useful life of the assets: An item of property, Plant and

Equipment and any significant part initially recognized is derecognized upon disposal or when no future economic benefits are

expected from its use or disposal. The residual values, useful lives and methods of depreciation of property, plant and

equipment are reviewed at each financial Quarter and adjusted prospectively, if appropriate.

The company based its assumptions and estimations on parameters available when the financial statements were prepared.

Existing circumstances and assumptions about future developments, however, may change due to market changes or

circumstances arising beyond the control ofthe Company. Such changes are reflected in the assumptions when they occur.

Estimated Useful life and depreciation rates ofassets have been taken as under:

Particula rs Useful Life Rate
Buildings
Fu rnrtures

Computers
Electrification
Networking
Vehicles
Plants & Machinery

30 years

1 5 years

6 years

20 years

15 years
10 years
20 years

3.33%
6 67%
16.67%
5.00%
6.67%
10 00%
s.00%

No depreciation has been charged on Colorant Machine, capitalized under the head Plant & Machinery, as these machines are

not put to use by the company.

Computer software are amortized over a 5 years period.

Capital work-in-progress
Capital work-in-progress represents directly attributable costs of construction or Installation/ Fabrication of Plant and Machinery

:: be capitalized. All other expenses including interest incurred during construction is capitalized as part of construction cost to

:le extent to which these expenditures are especially attributable to the construction.
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KIJP Japan Frivate Limited
Notes f orming pai-t of the Accounts for the year ended March 31, 2A26

Noles cc:rfcl

impairment of Assets:
Tl'e catrying amounts of the cornpany's assets, othei'than biological assets. investmeni property. inventories and deferred tax
assets ai"e reviewed at each balance sheet date to determrne whether there is any indication of impairment. if any such
:ndicatjon exists, the asset's recoverable amount is estimated Intangible assets that are not yel avaiiable for use. the
recoverable arnount are estimated at each balance sheet date. An impairment loss is recognized when the carrying amount of
an asset or its cash-generating unit exceeds its recoverable amount. lmpairrnent losses are recognised in the income
statement. Recoverable amount is the greater of the asset's net selling price and vaiue in use.

d) lnventories (As taken, valued and certified by the management):
lnventories are initially recognized at cost net of impairment (if any). and subsequently at the lower of cost and net realizable
value. Net realizable value is the estimated selling price in the ordinary course of business, less the variable selling expenses.

The cost is determined on farst-in first-out (FIFO) method or weighted average method and includes expenditure incurred in

acquiring the inventories and bringing them to their present location and condition. ln the case of manufactured inventories and
work-in-progress, cost includes an appropriate share of overheads based on normal operating capacity.

lnventories are valued as followsl
i) Raw lr,4aterials & Others - At cost on Weighted Average Basis
ii) Semi Finished Goods - At cost
iii) Finished goods - At cost or Net Realisable Value whichever is lower.
iv) Stores & Spares - At cost

e) Financialinstrument:
A financial instrument is any contract that gives rise to a financial asset of one enlity and a financial liability or equity instrument
of another entity.

Financial assets
I lnitial recognition and measurement:

The Company recognizes a financial asset in its balance sheet when it becomes party to the contractual provisions of the
instrument. All financial assets are recogntzed initially at fair value plus, in the case of financial assets not recorded at fair value
through profit or loss (FWPL), transaction costs that are attributable to the acquisttion of the financial asset.

Where the fair value of a financial asset at initial recognition is different from its transaction price, the difference between the
fair value and the transaction price is recognized as a gain or loss in the statement of profit or loss at initial recognition if the fair
value is determined through a quoted market price in an active market for an identical asset (i.e. level 1 input) or through a
valuation technique that uses data from observable markets (i.e. level 2 input).

ln case the fair value is not determined using a level 1 or level 2 input as mentioned above, the difference between the fair
value and transaction price is deferred appropriately and recognized as a gain or loss in the statement of profit or loss only to
the extent that such gain or loss arises due to a change in factor that market participants take into account when pricing the
financial asset.

However, trade receivables that do not contain a significant financing component are measured at transaction price.

ii) Subsequent measurement:
For subsequent measurement, the Company classifies a financial asset in accordance with the below criteria:

The Company's business model for managing the financial asset, and

The contractual cash flow characteristics of the flnancial asset.

Based on the above criteria, the Company classifies its financial assets into the following categories.

Financial assets measured at amortized cost
Financial assets measured at fair value through other comprehensive income (FWOCI)
Financial assets measured at fair value through profit or loss (FWPL)

Financial assets measured at amortized cost:
A financial asset is measured at the amortized cost if both the following conditions are met:

a) The Company's business model objective for managing the flnancial asset is to hold flnancial assets in order to collect
sontractual cash flows, and
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"otes 
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Notes conld

This category applres to cash and bank baiances t!-ade receivables, loans and other financial assets of the Company. Such

financiaj assets aie subsequently measured at amortized cost using the effective intefest method.

Unoer the effective interest rnethod, the future cash receipts are exactly discounted to the initial recognition value using the

effective interest rate. The cumulative amortization using the effective interest method of the difference lretween the initial

recognition amount and the maturity amount is added to the initial recognition value (net of principai repayments, if any) of the

financral asset over the relevant period of the financial asset to arrive at the amortized cost at each reporting date. The

corresponding effect of the amortization under effective interest method is recognized as interest income over the relevant

period of the financial asset. The same is included under other income in the statement of profit or loss.

The amortized cosl of a financial asset is also adjusted for loss allowance, if any.

Financial assets measured at FVTOCI:

A financial asset is measured at FVTOCI if both of the following conditions are met:

a) The Company's business model oblective for managing the financial asset is achieved both by collecting contractual cash

flows and selling the financial assets, and

b) The contractual terms of the flnancial asset give rise on specified dates to cash flows that are solely payments of principal

and interest on the principal amount outstanding.

This category applies to certain investments in debt instruments. Such financial assets are subsequently measured at fair value

at each reporting date. Fair value changes are recognized in the Other Comprehensive lncome (OCl). However, the Company

recognizes interest income and impairment losses and its reversals in the statement of profit or loss;

On Derecognition of such financial assets, cumulative gain or loss previously recognized in OCI is reclassified from the equity

to statement of profit or loss.

Further, the Company, through an irrevocable eleclion at initial recognition, has measured certain investments in equity
instruments at FVTOCI. The Company has made such election on an instrument by instrument basis. These equity instruments
are neither held for trading nor are contingent consideration recognized under a business combination. Pursuant to such
irrevocable election, subsequent changes in the fair value of such equity instruments are recognized in OCI. However, the
Company recognizes dividend income from such instruments in the consolidated statement of profit or loss when the right to
receive payment is established, it is probable that the economic benefits will flow to the Company and the amount can be

measured reliably.

On Derecognition of such financial assets, cumulative gain or loss previously recognized in OCI is not reclassified from the

equity to statement of profit or loss. However, the Company may transfer such cumulative gain or loss into retained earnings
within equity.

Financial assets measured at FVTPL:

A financial asset is measured at FWPL unless it is measured at amortized cost or at FWOCI as explained above. 
-fhis is a

residual category applied to all other investments of the Company excluding investments in subsidiary and associate

companies. Such financial assets are subsequently measured at fair value at each reporting date. Fair value changes are

recognized in the statement of profit or loss.

Derecoqnition:

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is derecognized
(i.e. removed from the Company's balance sheet) when any of the following occurs.

i) The contractual rights to cash flows from the financial asset expires:

ii) The Company transfers its contractual rights to receive cash flows of the flnancia asset and has substantially transferred all

the risks and rewards of ownership of the financial asset;

iii) The Company retains the contractual rights to receive cash flows but assumes a contractual obligation to pay the cash flows

without material delay to one or more recipients under a 'pass through arrangement (thereby substantially transferring all the

risks and rewards of ownership of the financial asset);

iv) The Company neither transfers nor retains, substantially all risk and revrards of o},',rersh p and does not retain control over

the flnancial asset.

ln cases where Company has neither transferred nor retained substantially a :i :-e 's<s and rewards of the financial asset,

butretainscontrol oftheflnancial asset,theCompanycontinuestoreco.onizes,::'-a':e assettotheextentof itscontinuing
involvement in the financial asset. ln that case, the Company also recognrzes a' ass:: z'.=z '':zb ity. The financial asset and the

associatedliabilityaremeasuredonabasisthatreflectstherightsandobliga::-s:-:: :-. lrrpanyhasretained.

On Derecognition of a financial asset, the difference between the carrying amourt ard the consideration received is recognized

in the statement of profit or loss.
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Notes cantd

lrnpairment of financial assets:
The Company applies expecteo credit losses (ECL) model for measurement and recognrtion of loss allowance on the foliowrng:

i) Trade receivables ano lease receivables.

ii) Financial assets measured at amortized cost (other than trade receivables and lease receivables)

iii) Financial assets measured at fair value through other comprehensive income (FVTOCI)

ln case of trade receivables and lease receivables, the Company follows a simplified approach wherein an amount equal to
lifetime ECL is measured and recognized as loss allowance.

ln case of olher assets (listed as ii and iii above), the Company determines if there has been a significant increase in credit risk
of the financial asset since initial recognition. lf the credit risk of such assets has not increased significantly, an amount equal to
12-month ECL is measured and recognized as loss allowance. However. if credit risk has increased significantly, an amount
equal to lifetime ECL is measured and recognized as loss allowance.

Subsequently, if the credit quality of the financial asset improves such that there is no longer a significant increase in credit risk
since initial recognition. the Company reve(s to recognizing impairment loss allowance based on 12-month ECL.

ECL is the difference between all contractual cash flows that are due to the Company in accordance with the contract and all
the cash flows that the entity expects to receive (i.e., all cash shortfalls). discounted at the original effective interest rate.

Lifetime ECL are the expected credit losses resulting from all possible default events over the expected life of a financial asset.
12-month ECL are a portion of the lifetime ECL which result from default events that are possible within 12 months from the
reporting date.

ECL are measured in a manner that they reflect unbiased and probability weighted amounts determined by a range of
outcomes, taking into account the time value of money and other reasonable information available as a result of past events,
current condrtions and forecasts of future economic conditions.

As a practical expedient, the Company uses a provision matrix to measure lifetime ECL on its portfolio of trade receivables.
The provision matrix is prepared based on historically observed default rates over the expected life of trade receivables and is
adjusted for fonward-looking estimates. At each reporting date, the historically observed default rates and changes ln the
forwardJooking estimates are updated.

ECL impairment loss allowance (or reversal) recognized during the period is recognized as income/ expense in the standalone
statement of profit or loss.

Financial Liabilities
lnitial recognitio4 and measurement:
The Company recognizes a financial liability in its balance sheet when it becomes party to the contractual provisions of the
instrument. All financial liabilities are recognized initially at fair value minus, in the case of financial liabilities not recorded at fair
value through profit or loss (FVTPL), transaction costs that are attributable to the acquisition of the flnancial liability.

Where the fair value of a financial liability at initial recognition is different from its transaction price, the difference betlveen the
fair value and the transaction price is recognized as a gain or loss in the statement of profit or loss at initial recognition if the fair
value is determined through a quoted market price in an active market for an identical asset (i.e. level 1 input) or through a
valuation technique that uses data from observable markets (i.e. level 2 input).

ln case the fair value is not determined using a level 1 or level 2 input as mentroned above, the difference between the fair
value and transaction price is deferred appropriately and recognized as a gain or loss in the statement of profit or loss only to
the extent that such gain or loss arises due to a change in factor that market pa(icipants take into account when pricing the
financial liability.

Subsequent measurement:
All financial liabilities of the Company are subsequently measured at amortized cosl us ng the effective interest method.

Under the effective interest method, the future cash payments are exactly discounted to the lnitial recognition value using the
effective interest rate. The cumulative amortrzation using the effective interest melhod of the difference between the initial
recognition amount and the maturity amount is added to the initial recognition va ue rnet of principal repayments, if any) of the
financial liability over the relevant period of the financial liability to arnve at lre a,T .|1zed cost at each reporting date. The
corresponding effect of the amortization under effective interest method is recc_:r z:r as nterest expense over the relevant
period of the financial liability. The same is included under finance cosl in the siai3-.-: .' p'oflt or loss.

Derecoqnition:

A financial liability is derecognized when the obligation under the liabilit-r s : s:-:-_:.: c' cancelled or expires. When an
existing financial liability is replaced by another from the same lender or s,:s::-:: ' : -:'ent terms. or the terms of an
existing liability are substantially modified, such an exchange or mod f ::::- s .-:: :: =. :-: Derecognition of the original
liability and the recognition of a new liability. The difference behveen trs --, ^. --.--' :':-:'-aicial liability derecognized
and the consideration paid is recognized in the statement of profrt cr cs=
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Notes forming part of the Accounts for the year ended March 31 ,2026

Notes cantd

f) Fair value measurement:
The Company measures financial instruments, such as. derivatrves at fair value at each balance sheet date.

Fa;r value is the price that would be received to sell an assel or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

The fair value of an asset or a liability is measured using the assumptions that market padicipants would use when pricing the
asset or liability. assuming that market participants act in their economic best interest.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to
measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within the fair
value hierarchy. described as follows, based on the lowest level input that is significant to the fair value measurement as a

whole:
. Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities.
. Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or
indirectly observable.
. Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is

unobservable.

S) Earnings per share:
Basic earnings per share are calculated by dividing the net profit or loss for the Quarter attributable to equity shareholders by

the weighted average number of equity shares outstanding during the Quarter. Partly paid equity shares are treated as a
fraction of an equity share to the extent that they were entitled to participate in dividends relative to a futly paid equity share
during the reporting Quarter. The weighted average number of equity shares outstanding during the Quarter is adjusted for
events of bonus issue; bonus element in a rights issue to existing shareholders, share split; and reverse share split.

For the purpose of calculating diluted earnings per share, the net profit or loss for the Quarter attributable to equity
shareholders and the weighted average number of shares outstanding during the Quarter are adjusted for the effects of all
potentially dilutive securities. The Company uses profit or loss from continuing operations attributable to the parent entity as the
control number to establish whether potential ordinary shares are dilutive or antidilutive.

h) Provisions, Contingent Liabilities & Contingent Assets:
A provision is recognized when the enterprise has a present obligation as a result of past events and it is probable that an
outflow of resources will be required to settle the obligation in respect of which a reliable estimate can be made.

A disclosure for a contingent liability is made when there is a possible obligation or a present obligation that may, but probably
will not, require an outflow of resources. When there is a possible obligation or a present obligation in respect of which the
likelihood of outflow of resources is remote, no provision or disclosure is made.

Contingent assets are not recognized in the financial statements. However, when the inflow of benefits is virtually certain, the
asset ceases to be contingent and hence, is recognized in the statement of financial position.

2.2 Accounting Policies:
The principal accounting policies adopted in the preparation of the financial statements are set out below. The policies have
been consistently applied to all the Quarters presented, unless otherwise stated. The preparation of financial statements
requires the use of certain accounting estimates. The areas where significant judgments and estimates have been made in

preparing the financial statements and their effects are to be disclosed.

2.2.1 Going Concern:
The Financial Statements are prepared on a going concern basis.

2.2.2 Foreign currency transactions:
lnitial Recognition
Foreign currency transactions are recorded in the reporting currency. by app ying to the foreign currency amount the exchange
rate between the reporting currency and the foreign currency at the date of transactis:

Conversion
Foreign currency monetary assets and liabilities are translated at the rates rulir:9 a: '-:: -:c:1.r9 date.

Exchange differences
Exchange differences arising on the retranslation of unsettled monetary ass3:s :-: :: ::s are recognised immediately in

profit or loss.
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KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31.2426

Notes cantd..

lncome in Foreign Exchange
The bi!ls for servlces renoered are raised in Nepalese Rupees. Tne payment received in foreign currency against these bilis is

credited and accountecj for at ine rate/rates prevalent on the ciate of receipt of payment. The gains/losses arising out of

fluctuation in the exchange rates ai'e accounted for on realization frorn bank.

2.2.3

2.2.4

Capital Work-in-progress:
Capital work-in-progress represents directly attributable costs of construction or lnstallation/ Fabrication of Plant and lt4achinery

to be capitalized. All other expenses including interest incurred during construction Quarter to be capitalized as part of

construction cost to the extent to which these expenditures are especially attributable to the construction.

Leases :

The Company mainly has lease arrangements for land and building for offices. warehouse spaces and retail stores and

vehicles. The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract

conveys the right to control the use of an identified asset for a period of time in exchange for consideration

Company as a lessee
The Company applies a single recognition and measurement approach for all leases, except for short-term leases and leases

of low value assets. The Company recognises lease liabilities to make lease payments and righlof-use assets representing the

right to use the underlying assets.

(i) Right-of-use Assets (ROU Assets)
ThL Company recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is

avaitable for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and

adjusted for any remeasurement of lease liabilities. The cost of righlof-use assets includes the amount of lease liabilities

recognised, initial direct costs incurred, and lease payments made at or before the commencement date less any lease

incentives received. Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease term and the

estimated useful lives of the assets, as follows.

Leasehold buildings - 2 to 10 Years

lf ownership of the leased asset lransfers to the Company at the end of the lease term or the cost reflects the exercise of a

purchase option, deprectation is calculated using lhe estimated useful life ofthe asset. The right-of-use assets are also subject

to impairment. Refer to the accounting policies in note 19 lmpairment of non-financial assets

(ii) Lease Liabilities:
At the commencement date of the lease, the Company recognises lease liabilities measured at the present value of lease

payments to be made over the lease term. The lease payments include fixed payments (including in substance fixed payments)

i"ss any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts expected to be

paid under residual value guarantees. The lease payments also include the exercise price of a purchase option re_asonably

certain to be exercised by the Company and payments of penalties for terminating the lease, if the lease term reflects the

Company exercising the option to terminate. Variable lease payments that do not depend on an index or a rate are recognised

as expenses (unless they are incurred to produce inventories) in the period in which the event or condition that triggers the

payment occurs. ln calculating the present value of lease payments, the Company uses its incremental borrowing rate at the

lease commencement date because the interest rate implicit in the lease is not readily determinable. After the commencement

date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments made. ln

addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a change in

the lease payments (e.g., changes to future payments resulting from a change in an index or rate used to determine such lease

payments) or a change in the assessment of an option to purchase the underlying asset.

Lease liability and ROU assets have been separately presented in the Balance Sheet and lease payments have been classified

as financing cash flows.

(iii) Short-term leases and leases of low-value assets
The Company applies the short-term lease recognition exemption to its short-term leases of machinery and equipment (i.e.,

those leases that have a lease term of 12 months or less from the commencement date and do no1 contain a purchase option).

It also applies the lease of low-value assets recognition exemption to leases of offlce equipment that are considered to be low

value. Lease payments on short{erm leases and leases of low-value assets are recognlsed as expense on a straighlline basis

over the lease term.

Company as a lessor
Leases in which the Company does not transfer substantially all the risks anc re,';arcs incldental to ownership of an asset are

classified as operating leases. Rental income arising is accounted for on a s:'a c'1' .e Dasis over the lease terms. lnitial direct

costs incurred in negotiating and arranging an operating lease are a:1.: :. '.'a Ztr, n-o amount of the leased asset and

recognisedovertheleasetermonthesamebasisasrental inccme Ccr:';:-:'3-:sa'e'ecognisedasrevenueintheperiod
in which they are earned.
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2.2.5 lntangible Ass.-
Computer Sc ---r, ;-:
Purchasec :--: -- j.- r : ,: ses are capitalized on the basis of the costs incurred to acquire atrd bring to use the
Software.T-:.. -,: - . . --:- :vertheestimatedusefullives.

2.2.6 Trade and otls receirar#s:
Trade and offs r€cei@e == s*,ated at their cost less provision for non-recoverability. The amount of the provision is

recoqnized in lhe iErG sE:€.:

2.2.7 Cash and cash ::- ,: :-':
Cash and cas- :- : -' -:'.-. :ash balances. call deposits and other short term highly liquid investments. Bank
overdrafts tha: "-=-.-:.=. - ,--,--- :rd form an integral part of the company's cash management are included within
borrowings ir:--.-- .- -: '- -=:-:: sheet.

2.2.8 Share Capitd:
Financial insfumrG is:d qllr caqany are dassified as equity only to the extent that they do not meet the definition of a
financial liatflity affi d TtE corrpar$s equity shares are classified as equity instruments.

Preference share qld b ri*stH as equrty if it is non-redeemable and any dividends are discretionary at the option of the
directors. Prefererre sfrae rrftr is dassified as a liability if it is redeemable on a specific date or at the option of the
shareholders and dt iJeflb flEEsr b recogn2ed in the income statement as interest expense.

2.2.9 Borrowing cosils:
Financing/bomnig costs illrfr b lp ..qdsition of the asset is capitalized as part of the cost of the asset. Other
Financing/Bofiut'qg C ae dagEd b lE lEne Statement.

2.2.10 Retirement Benefits:
Provision for Employ* Be,neifts

The cost of the defined bendt pensrim pbn ard other post- employment benefits and the present value of the pension
obligation are determined using acfuari;al yaluatixrs. An actuarial valuation involves making various assumptions that may
differ from actual developments in the irture- Ttrcse indude the determination of the discount rate, future salary increases,
immortality rates and fufure pensirn increases. Due to the mmplexities involved in the valuation and its longterm nature, a
defined benefit obligation is h(lhly sensitive to ctlarlges in lhese assumptions. All assumptions are reviewed at each reporting
date.

The parameter most subject to change is the discount rate. ln determining the appropriate discount rate, management
considers the interest rates of government bonds due to absence of quality corporate bonds in currencies consistent with the
currencies of the post-employment benefit obligation The mortality rate is based on publicly available mortality tables for the
country.

Those mortality tables tend to change only at intervals in response to demographic changes. Future salary increases and
pension increases are based on exposed future inflation rates forthe country.

Retirement Benefits:
The Company has schemes of retirement beneflts for staffs in the form of SSF which is based on Social security Act2017 and
leave encashment. SSF is Contribution based retirement benefits and company has made contribution at the rates prescribed

by Social Security Act of Nepal. Both employer and employee contribution is maintained in a SSF fund account as per local act
of Nepal.

2.2.'11 Trade and other payables:
Trade and other payables are stated at their cost.

2.2.12 Revenue Recognition:
Revenue is recognised upon transfer of control of promised goods to customers in an amount that reflects the consideration
which the Company 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.
Revenue is measured based on the transaction price, which is the consideration, adjusted for volume discounts, rebates,
scheme allowances, 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.
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establishas .' -.. . . - . '':---alro!-r about the nature. amount, timing and uncertainty of revenues and cash flows
arising frc- :-: ::- i : .:' -'.'s anci .eplaces NAS 18 Revenue anci NAS 11 Constrr.rction Contracts.

The Con-."-. -=: .: ' -: rr: : ,.s'g tre cumulative ef{ect method whereby the effect of applying this slandard is
recognisec.''."= -.. . :. .' -- rre. 1stAprii,2020).Accordingly.thecomparativeinformationintheStatementof
Profitand-.:: :-:: : -. : -- :r-::crofNFRS15isnotmalerial.

Rendering dserrir=
Revenue from rcteQl sctres b recognized over time by measuring progress towards satisfaction of performance
obligation for tE siE seed- The Company uses output method for measurement of revenue from home solution
operations/ XEifu d -fatd sctui:es and royalty income as it is based on milestone reached or units delivered. lnput
method is used fu lret d rmue ftom processing and other service as it is directly linked to the expense incurred
by the Compny-

Other incorE:
Other incomes lsrelEatar-rd qr ffiual basis in financial statements except for cash flow information.

2.2.13 lnterest lncom:
lnterest inc(Ire b rccqF-d Eie fE eftcltve hrterest method as set out in NFRS 9 - Financial lnstruments: Recognition
and MeasurenrertJEt f bFrtEEtsttle econornic benefits associated with the transaction will flow to the Company and
the amount of !rc rm- ca b r:aned rerar{y. The effective interest method is a method of calculating the amortised
cost of a finarEial -q.o'a ltrial Hy (agror.rp of financial assets or financial liabilities) and of allocating the interest
income or inbresl crpcEe G.lc lffi ge'i)d-

2.2.14 Segmentreporting:
A segment is a di$in$i# ErporHlt of tlrc company that is engaged either in providing products or services/business
segment, or in prwilirB prod-c (I- seryi-s wilhin a particular economic environmenugeographical segment, which is subject
to risks and rervards that are dftrent ftun lfpse of other segments.

The Company is primarily engag€d in a sirgb segment (business and geographical) i.e. manufacturing and sales of different
type of paints and c*emi=Is ltcfudng nlactliles Lrsed for colour mixing called (Colour Banks) in trade. The Company is
managed as one entity and b governed by similar sets of risks and returns. All assets are located at Nepal. Accordingly,
disclosures required as perAccor.rnting Standard m Segment Reporting are not made.

2.2^15 Discontinued operations:
, A discontinued operation is a clearly dist'gr- s-:cre :omponent of the company's business that is discontinued or terminated

pursuant to a single plan. and which represer:s a separate malor line of business or geographical area of operations.

2.2.16 Related Party Transactions:
All Transactions with related parties are carried out by the company at arm's length prices.

2.2-17 Financial risk management
The Company's financial assets majorly comprise of trade receivables, security deposits, margin money and cash & cash
equivalents. The Company's financial liabilities ma;orly comprise of deferred payment credit, trade payables, and other
commitments.

The Company is exposed to credit risk and liquidity risk arising out of operations and the use of financial instruments. The
Board of Directors have overall responsibility for establishment and review of the Company's risk management framework.

The Company's risk management policies are established to identify and analyse the risks faced by the Company, to set
appropriate risk limits and controls. and to monitor risks and adherence to limits. Risk management policies and systems are
reviewed regularly to reflect changes in market conditions affecting business operations and the Company's activities. The
company is exposed to market risk, credit risk and liquidity risk forwhich BOD reviews and agrees policies for managing each
risks which is summarized below:-

i) Credit Risk
Credlt risk is the risk that the counterparty will not meet its obligation under a financial instrument or customer contract leading
to financial loss. The Company's exposure to credit risk arises from its operating and flnancing activities. The credit risk arises
primarily from trade receivables, and the financing activities including deposits with Bank & Financial institutron.
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KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31 ,2026

Notes corlal

The recelvaS es ::*:- .= :' '::: vac e from Customers (itlain!y Dealers). Credit quaiity of a customer is assessed based on

an extens ve c.ai: -a: --: :r:--:e:c and rndrvidual credit li..nits are defined in accordance with this assessment. Outstanding
customei- Tece va: es :': ':l-. a-i ronitor-ed The company uses the parameters from its past btrsiness experience and

collectiontrendsarc.-..s:- s-acefordoubtfui debtsbasedonsuchparameters&managementestimate.

Credit risk from balances with banks and financial institutions are managed by maintaining the balances with highly reputed

commercial banks only-

ii) Liquidity risk
Liquidity risk is the risk that tire Conpany Vr encounler difficulty in meeting financial obligations due to shortage of funds. The

Company's exposure to llquld:t) r sK arlses pr marily from mismatches of the maturities of financial assets and liabilities. The

Company's objective is to malrta: a ba ance between continuity of funding and flexibility. The Company has a treasury team
which monilors on a daily bass ihe fund postionsirequirements of the Company. The treasury management team plans the

cash flows of the Company by plann ng anci dentifying future mismatches in funds availability and reports the planned and
current liquidity position to the lop management and board of directors of the Company. The Company's monitors its risk to a

shortage of funds on a regular bass through cash forecast. The Company's objective is to maintain a balance continuity of
funding and flexibility through the use of bank overdrafis. Access to source offunding is sufficient.

iii) Market Risk
lvlarket risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in

market prices and economic condition. Market prices comprise four types of risk: interest rate risk, currency risk, commodity
price risk and other price risk, such as equity price risk. Financial instruments affected by market risk include loans and
borrowrngs and deposits.

a) lnterest Rate Risk
lnterest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in

market interest rates. The Company's exposure to the risk of changes in market interest rates relates primarily to the
Company's bank terms loan, overdraft and short term deposits.

The Company does not have any outstanding loan as on reporting date, however it manages its interest rate risk by negotiating
with highly reputed commercial banks.

b) Foreign Currency Risk
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Company's exposure to the risk ofchanges in foreign exchange rates relates primarily

to the Company's operating activities (when revenue or expense is denominated in a different currency from the Company's
functional currency).

The Company manages major currency exposures within prescribed limits, through use of forward exchange contracts.

c) Commodity Price Risk
The Company is affected by the volatility of certain commodities. lts operating activities require the ongoing purchase of
colorant, Chemicals used in colour base, packing materials, diesel etc. and therefore require a continuous supply of the same.

The Company manages this risk by purchasing raw materials, packing materials, diesel etc. from the suppliers identified by the
management and the Company has long term relation with the suppliers.

2.2.18 Cash Flow Statements:
Cash flows are reported using the indirect method, whereby net profit before tax is adjusted for the effects of transactions of a
non-cash nature and any deferrals or accruals of past or future cash receipts or payments. The cash flows from regular
revenue generating, investing and financing activities of the Company are segregated. The Cash flow statement is separately
attached with the Financia! Statements of the company.
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KNP Japz^ )' "':: - r!ited
Notes fc'-' -- ::.- :''^. Accountsfortheyearended March 31,2026

4. lntang : . :: -::-;

Particu la rs

Cost of asse:

As At April 1 ?-::
Additions

lmpairmen:

Disposa ls

As At March 3' ::-:
Additions

lmpairment

Disposa ls

As At March 31 . 2-24

Amortization anc -:.: -+--
As At April 1, 242!

Depreciation c'z-;z'- '--: :: . :

lmpairment

Disposals/Adlus:-= - :s

As At March 31.2424

Depreciation cna',:= ':- :-: := : -

lmpairment

DisposalsiAd.l ustn c' :s

As At March 31.2026

Net book value

As At March 31. 2026

As At March 31,2025

As At March 31,2024

17,533,434.40

821,726.44

IoEl-
(NRS)

17,533,434.40

821 .726.44

18,355,160.84 1 8,355,160.84

1,349,482.00 1,349,482.00

19,704,642.84 19,704,642.84

6,849,942.63

2,758,631.88

6,849,942.63

2,758,63't.88

9,608,574.51 9,608,574.51

2,964,079.98 2,964,079.98

12,572,654.49 12,572,654.49

7,131,988.35 7,131,988.35

8,746,586.33 8,746,586.33

10,683,491.77 10,683,491 .77
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KNP Japan Private Limited
Notes forming part of the Accounts for the yean ended March 31,2426

5. Capita'i:" - :",;-..-

Partic u la rs

As At
March 31, 2026

As At
March 31, 2025

(NRS)

Cost of set
As AtApril 7,iln1
Additions

Capitalization
Disposals
As At March 31,ffi6

6. Other Non C-":-: ::s='.

Particulars

Lonq Term
Unsecured (@nsk*redgord]
Security Deposits
BG Margin

7. lnventories (As takeq trdued ard certified by management)

Particulars

Raw Materials
Packing Materials

Work-ln- Process (\',' P

Finished Goods

Auxiliary Raw Mater a s

Stores & Spare Parts

8. Trade Receivables

Particulars

______j-999f n_.52_ 4,54 7 .901.17

As At
March 31, 2025

(N RS)

1,553,304.00 671,789.00
300 000.00

1,553,304.00 __________921199.09_

4,547,901.17

12,841 ,026.61
(8,292,200 26)

14,498,213.69

14 ,403 ,423 29
(24,353,735 81)

AS At
March 31, 2026

(NRS)

As At
March 31, 2026

(NRS)

As At
March 31, 2025

(NRS)

61,705,907.99
4,098,463.36

122,147.50

113,239,198.58

330,529.09

6,087,714.42

63,047,080.95
1,937,948.20

122,147.50

129,272,102.78

598,2'15.51

5,379,652.20

185,583,960.94 200,357,147.14

As At
March 3't, 2026

As At
March 31,2025

(NRS)

Trade Receivables- Related Parties
Trade Receivables- Others
Provision for allowances

1,086,074,774 34
(227 ,731 ,512.13)

887,388,406.69
(204,2',15,766.17)

_____9583!3_,2624_ 683, 172,640.52

8.1. Trade receivables
Trade receivables includes receivables from debtors during ordinary course of business and are non interest bearing
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KilP Japan Private Limited
Nobs forming part of the Accounts for the year ended March 31, 2026

82 Prrrrisirr for allowances
Forffie- assets are tested collectively for impairment, and impaired, if necessary. Estimated irrecoverable amounts
arc lrced q: tre ageing of the receivable balances, taking previous cases of default into consideration and historical

eteer*rm- The Fcairment loss as been recognized as per Expected Credit Loss model (ECL) NFRS 9.

Movenst ir dlxances of trade receivables

Particuks

 -^^ --:-u lrc
lmpa'--:-:,...= ::.-- ::- ----::^eYearasper
Expec::: l':--- -,. :--
Trade'=:=.--.-' -:'
Closing Be z':-=

9. Cash&CdrSfi*trs

Particutals

Cash on hand
Balances with Ela*s

ln Cunent & Caf Acoinis

Particulars

1 1. Current tax Assets/ (Liabilities)

Particulars

Advance lncome Tax
Less: Provision for Taxes

As At
March 31, 2026

(NRS}

As At
March 31, 2025

(NRS)

204.215,766 17

23 ,515 ,7 45 96

_____2n,7_?1812J3-

232,264,358.95
8,000,000.00

(36,048,s92.78)
204,215,766-17

As At
March 31,2026

(NRS)

As At
March 31, 2025

(NRS)

2,366,398.34

90,726,727.65

3,201 ,259.64

64,160,082.05

______9199312!19_ 67,361,341.69

Balance at Ba* h Tenn Oepotrs -tddes arnount held by bank as fixed deposits having maturity of three months.

Accordingly tlre srme B ffi a cdt & cash equivalents.

Balances at bank kr temr & Can deposits eams interest at floating rates based on bank deposit rates. Short{erm deposits

are made for varying year d between one month and three months, depending on the immediate cash requirements of the

Company, and eam interest at the respeciive short-term deposit rates.

The above ba a::es :': :.-s :3-a: as tre cash & cash equivalents for the purpose of Statement of Cash Flows.

10. Financial Assets At Amortized Cost

As At
March 31, 2026

(NRS)

As At
March 3'1, 2025

(NRS)

ln Term Deposits 000.00 325,720,000.00
298,220,000.00 ______32U30,999.09_

lnvestment includes Balance at Bank in Term Deposits held by bank as fixed deposits having maturity above three months.

Accordingly the same is classified as investment At Amortized Cost.

. AsAt
March 31, 2026

(NRS)

As At
March 31,2025

(NRS)

89,132,384.47

6.00)

68,390,290.33

(28,845,764.00)
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KNP Japan Private Lirnited
Notes forming part of the Accounts for the year ended March 31, 2026

As At
March 31, 2026

(NRS)

As At
March 31, 2025

(NRS)
Partic. :'s

StaffAdvances
UC Margin
Prepairl eryerses
Advance To Supplbrs
Custom Deposits
Reverse VAT Receivable
Other Receivables

13. Equity Share Capital

Particulars

Authorized:
Equity shares of Rs. 1 00/- each

5,000,000 Equity S^a'es

lssued:

Equity shares of Rs. 1 00/- each

2,000,000 Equity Snares

Subscribed and fully paid:
Equity shares of Rs. 100/- each
'1 ,300,000 Equity Shares
Of Which:
68% Shares awned bf Ka.sai I'teralac Paints Ltd., lndia
32% Shares are held bt' Lacal Panies.

'13.1 Reconciliation of Share Capital:

Padiculars

Opening Equity Shares
Add: No. of Shares, Share Capital issued/subscribed during the year

Closing balance (Nos.)

Value of Shares (NRS) 130,000,000.00 130,000,000.00

As At
March 31 2025

to,910,793.58

1 ,426,308.16
3 621,466.59

17,682,760 34

992,454.00

820,001 79

2,936,974 21

10,415,642 08

816,21 1.00
22,581 ,450 88

___91jE_9_/J3e5_

As At
March 31,2025

(NRS)

50,633,782.67

As At
March 31, 2026

(NRS

500,000,000.00 500,000,000.00

200,000,000 00 200,000,000 00

130 000 000.00

__l!9,099,099.09_

As At
March 31,2025

As At
March 31,2026

1,300,000

1,300,000

1,300,000

1,300,000

13.2 Shares in the company held by shareholder holding more than 1 percent

As At
Name of the Shareholder March 3'l 2026

- Kansai Nerolac Paints Limited
- Ashok Baid
- Jeevan KumarAgrawal
- Raj Kumar Baid
- Vijay Singh Baid

lndia 68%
12%
12o/o

4%
4%

884,000
156,000
'156,000

52,000
52,000

884,000
156,000
156,000
52,000
52,000

1,300,000

,P, g)

1,300,000

130,000,000.00



KNP Japan Private Limited
t{obs forming part of the Accounts for the year ended Manch 31, 2426

14 C:-;' 
=--' 

' =:=--re & Surplus
As At

March 31,2026
(NRS)

lncon e S:"r=-=-: i, :-:e
T)n=- -^ 1::- 

=vPe

Adc =-:'=- "="==
Divioe-: tr 

= -

As At
March 31, 2025

NRS)

893,388,843.99
95,136,881 .47

00)

__-__9g9fzzJ99l9_ 923,525,725.46

923,525,725.46
98,952,083.84

(71,500,000.00)

Paftr.-:--:

15. Other'\:^ l-'-"-: = -2'. a Liabilities

Particu la rs

Short Term
Staff Welfa': =--:

16. Provisions

Particulars

Lonq Term
For Employee Beneflts
Leave Encashmeni
Housing Reserve

As At
March 31, 2026

(NRS)

As At
March 31,2025

(NRS

2,467,005 36 20,052,005.36

_______?,4%99919_

15.1. StaffWetfarc Ftrtd
Staff Welfare Furd constst sf 700,6 amount allocated out of undistributed bonus as required under Bonus Act, 2030.

20,052,005.36

As At
March 31, 2026

(NRS)

As At
March 31, 2025

(NRS)

16. 1

162
1 ,779,738 21

'10,649,975.96
2,075,080.31

21 00

_____12,42ef1!!l_ _______U,37_9,03231_

16.1. Leave Encashment
It is the amount prcvis oned on accumulated leave provided as per New Labour Act, 2074. fhe company has not done

actural valuation for the sarne as the impact was considered immaterial by the management.

16.2. Housing Reserve
It is the amount allocated as required under old Labour Act, 1992. The allocation is @ 5% of Net Profit. However the

provision has been stopped from FY 2017118 as the same is not required under New LabourAct, 2017.
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KNP -lapan Private Limited
Notes f crming part of the Accounts for the year ended March 31,2026

17- tlc#erred Tax Liabilities
lncoflE tax has been provided in accordance with the Nepal lncome Tax Act, 2058. The taxable income has been computed

after dainirg all the business related deductible expenditure under Income Tax Act, 2058. Provision for tax has been

prorriled for the Quarter as per lncome Tax Act, 2058.

17.1 Recognised deferred tax assets and liabilities
Defurcd bx b nreasured based on the tax rates and the laws enacted or substantively enacted at the balance sheet date.

Defurcd til assets are recognized only to the extent that there is reasonable certainty that sufficient future taxable income

will be ryaffi against which such deferred tax assets are realized.

Defened tax assets ard liabilities are attributable to the following:

Particu la rs

Deferred Tax Lk*rility
Property, plant and equ{rment
lnventories
Sub Total

Deferred tax Assels
Employee bene':s
Sub Total

Net Deferred Tax Liabilities

17.2.fax recognised in Statement of profit and loss

Particulars

Current income tax
Current Period
Adjustments for prior Quarter

Sub Total (A)

Deferred tax expense
Origination and reversal of temporary differences

Changes in tax rate
Change in accounting policy

Sub Total (B)

Total (A+B)

18. Trade Payables

Particulars

Sunciry Creditors (Net)

30,232,0'16.00 28,845,764 00

30,232,016.00 28,845,764.00

310,094.00 783,789.00

783,789.00

_______?9,q4.993.09_

As At
March 31,2026

(NRS)

231 147 555 50 142,168,185.14

_____81147899.50_ _____14216813114

AS At
March 31, 2026

(NRS)

As At
March 31,2025

(NRS)

8,320,359.00 10,168,649.00
232,435.00

10,401 ,084.00

(356,1 47.00)
(356,147.00)

(445,900.00)
(445,900.00)

______9,225J26.09_

As At
March 31,2026

As At
March 31,2025

(NRS)

As At
March 3'1, 2025

(NRS)

fv
**
o
o

h L''-

261 ,514.00
8,581,873.00

9,955,184.00

310,094.00
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KNP Japan Private Limited
Notes forming part of the Accounts for the year ended tVlarch 31,2026

19. Other Financial Liabilities

Particulars

Tax Deduction At Source Payable
Salary & Wages Payable
LC Payables
Excise Duty Payable
VAT Payable
Dividend Payable
Reverse VAT Payable
Provision for Expenses

19.1. Provisions

Particulars

Provision For Staff Bonus
Provision For Provident Fund

Provision for Selling & Distribution and Other Expenses

Allocattion for CSR Fund

Gratuity

As At
March 31, 2026

As At
March 31, 2025

(NRS)(N RS)

12,989,273 87

488,348 62
18,587 166 44
18,444,630.47
22,520,004 58

67,925,000.00
992,454 00

aao 143 067 27
361,089,945.2s

7,087,164 79
2,121 ,849 93
17,140,786 16

15,802,844.92
17,445,128 98
61,750,000.00

764J62 00
140,697,454 26
262,809,391.04

As At
March 31,2026

(NRS)

As At
March 31, 2025

(NRS)

15,422,086.00
2,332.29

201 ,242,163.13
2,475,488.89

996.96

11,626,304.00
2,960.00

127,603,300.41

1,310,468.39
154,421 .46

219,143,067.27 ______140891,49!.26_

19.1.1 Provision for Staff Bonus
Provision for Staff Bonus has been made al 10ok of net profit. The balance as on date amounts to Rs.15.42 million (PY
Rs.1 I .63 million).

19.1.2 Provision for Selling & distribution Expenses
A provision is recognized when the enterprise has a present obligation as a result of past events and it is probable that an
outflow of resources and transfer of economic benefits will be required to settle the obligation in respect of which a reliable
estimate can be made.

The amount of provision recognized is the management's best estimate of expenditure required to settle the present
obligation as at the reporting date. Management reviews provisions at each balance sheet date and is adjusted to reflect the
best current estimate. lf it is no longer probable that a an outflow of resource/transfer of economic benefits will be required to
settle the obligation, the provision is reversed.
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KNP iapan Private Limited
Notes forming part of the Accounts for the year ended March 31,2026

19.1.3. CSR Expenses
The compa'), .as :-:. ::: ':l of ts Net Profit before tax towards Corporate Sociai Responsibility (CSR) as required under
Section54r'1 ,o':-: -l-s:-a Ente:prisesAcl,20T6.ThefundcreatedfortheCSRistobeutiiizedintheprescribedsector
on the basrs c1 a^: -z : a^s ard orograms as perthe lndustrial Enterprises 4c1.2076.

Accordingly Tre C:-:3ii ras aiocated for CSR Fund @ 1% of Net Profit before Tax during the Year for Rs.1.31 million
(PYRs.1.26m ic" T'e:o:a: ProvrsronasonreportingdateamountstoNRs.2.48million(PYNRs.1.31 million).

Particulars

Opening Balance
Provided During the Year

Utilized During the Year

Closing Balance

Particulars

Contract Liabilities

As At
March 31, 2026

(NRS)
1 ,310.468.39
1,308,022.00
(143,001 50)

2,475,488.89

20. Other Current Liabilities

As At
March 31, 2026

(NRS)
7,101 ,156.54

______JJ91I3SE!_

Contract liabilities represent advance from customer received in the ordinary course of business

u )
fr

As At
March 31,2025

(NRS)
644,803 39

1,260,267 00
(594,602.00)

1,31 0,468.39

As At
March 31, 2025

(NRS)
9,1 14,603.80

9,'114,603.80
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KNP Japan Private Lirnited
Notes forming part of the Accounts for the year ended March 31,2026

21. Revenue from Operations

Particulars
Year ended

March 31, 2026
(NRS)

Sale of Products
Paint Sales (Net)
"-*Less: lncentives and Schemes
Total Sale of Products

Year ended
March 31, 2025

NRS)

1,689,986,366.98
(453,332,075 09)

1,449,038,609 38
(314,027,053 50)

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and the revenue

and associated costs incurred or to be incurred can be reliably measured. Revenue is measured at fair value of the

consideration received or receivable net of Value added tax and Excise Duty.

Revenue comprises sale of paints, dispensing and mixing Machines (Colourant Machine) and allied services relating to
paints business.

Revenue is recognized upon transfer of ownership of goods to the customers, provided pervasive evidence of an

arrangement exists whereby collectability of revenue is reasonably certain and no performance obligation is pending.

Revenue from sales of goods or rendering of services is net of lndirect taxes, returns and discounts.

** Schemes and incentives directly related to sales revenue has been netted against sales revenue as per NFRS 15.

21.1 Disaggregation of revenue from contracts with customers

The Company derives revenue from sale of products from following major segments:

Other Operatinq Revenue
Scrap Sales

Particulars

1) Revenue from contracts with customers:
Sale of products (Transferred at point in time)

Manufacturing Sale
Nepal
Export

Trading Sale

2. Other operating revenue
Sale of Scrap

Major Product lines
Paint

Sales by performance obligations
Upon delivery

Reconciliation of revenue from contract with customer:

Revenue from contracts with customer as per the contract price

Adjustments made to contract price on account of
a) Discounts/Rebates/l ncentives
b) Other Operating Revenue

Revenue from contracts with customer as per Profit and Loss

1 ,236,654,291 .89 1,135,011,555.88

3,805,092.19 3,609,665.57
1,240,459,384.08 1,138,621,22',1.45:-

Year ended
March 31,2026

(NRS)

Year ended
March 31,2025

(NRS)

1 ,1 86.800.579 65 1 ,089,621 ,369.88

49,853.712 24 45,390 186.00
1,236,6s4,291 .89 1 ,1 35,01 1 ,555.88

805,092.1 I 3,609,665.57
19 3,,609,665.57

1 ,1 86,800,579 65 1 089,621,369.88
1 ,186 ____1, 0!9, 6?1, 399. 8!_

186,800,579.65 ' :39 62i.369.88
1,186 1 .089.621,369.88

1 ,689,986,366.98 1,449.038.609.38

3

(453,332,075.09)
3,805,092.1 I

__14191!9.MJ!_
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KNF Japan Private Limited
Notes forming part of the Accounts fon the year ended March 31,2026

22. Other Income

Particulars

Separate for Colorant and Sale of Fixed Assets
ProfiU(Loss) On Sale Of Colorant [,4achine

Other lncome
lnterest from
- Bank deposits

Raw lt/laterial Consumed
Packing Material Consumed
Changes in lnventories of Finished Goods,
WIP & Stock in Trade

Production & Manufacturing Overheads

Notes

22 1

22 1

222

643,857 97

56,500.00
1,140,949 31

377,811 47

Year ended
March 31, 2026

(NRS)

Year ended
March 31,2025

(NRS)

11 ,471 ,161 24 13,320,057 20
12,171,519.21 14,838,817.98

22.1. Other Income
Other income comprises of miscellaneous income received on sale of colourant machine which is ancilliary to minor
operation of the company.

22,2. lnterest lncome
lnterest income from Bank Deposits has been recognised using effective interest method as required by NAS 39. The rate of
concerned bank from whrch interest income is earned is considered as effective rate of interest.

23. Cost of Sales

Particulars
Year ended

March 31, 2026

(NRS)

Year ended
March 31, 2025

(NRS)

23.1
13. I

23.2

547,504,612.53
B 1,978,859.29
16,032,904 20

482,531 ,210.03
73,356,444.18
34,246,506.75

39,517,637.19 .A 195 545.60

__qp9,03lp!zl_ ___9?1,3?9J99.59_

23.1. Cost of Material Consumed

Particulars

Raw Material Consumed
Opening Stock
Add: Purchase During the period
Less : Closing Stock

Packing Material Consumed
Opening Stock
Add: Purchase During the Period
Less : Closing Stock

23.2. Changes in lnventories of Finished Goods, WIP & Stock in Trade

Particulars

Stock at the Beginning of the Period
Finished Goods
Semi Finished Goods

Stock at the end of the Period
Finished Goods
Semi Finished Goods

81,,978,8s9.29 73,356,444.18

___92e_493,47J_32_ ___$9,qq,q!41_

Year ended
March 31, 2026

(NRS)

63,645,296 46
545 895 753 1 5

62,036,437 08

547,504,612.s3

75,695,5 12.38
470,480,994.11
63,645 ,296.46

482,531,210.03

4,247,823.33
71,046,569.05

1,937,948.20

1,937 948 20
84,139,374 45
4,098,463 36

' Yearended
March 31,2026

(NRS)

Year ended
March 31, 2025

(NRS)

129,272,102.78
122,147.50

1ca ;-a;",:'.

'l 1 3,239,1 98.58
122,147.50

1 63,640.75 7. C 3

129.272,102-78
122,147.fi

J 13,361 ,346.08 129,394,250.28w4r

*
Y

V
di*

o
,o ___ls,lnfy.2o_

Year ended
March 31, 2025

(NRS)

129.394,250.28

34.246.506.7 5



KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31,2026

23.3. Production & Manufacturing Overheads

Pa rticulars

Consumption of Store & Spares

Labour Wages & Other Benefits
Electricity Expenses
Repair & Maintenance.
- A/lachinery
- Building
lnsurance Expenses
Other Production Expenses
Security Expenses Factory
Cleaning/Housekeeping Expenses
Laboratory Expenses
Generator Running Expenses

24. Administrative Expenses

Particulars

Year ended
March 31, 2026

(NRS)

Year ended
March 31,2025

(NRS)

1 921,813 83

25,739 694 44
1,714,580 39

'1 ,301,266 29
717.432 20

2,827,503.05
199,706 44

3,271,248.68
507,893 66

73,984 92

1,242,513.29

2,319,515 92

21,086,360.32
1,756,053.37

1,172,051 62
30,920.00

2,644,794.24
122 926 79

2,773,016.91
785,1 88.75
204.717 54

1 ,300,000.1 4

39,517,637.1 I _*__31J_9!.g1gi9_

Year ended
March 31,2026

(NRS)

Year ended
March 3'1,2025

(NRS)

77,286,286.12
2,443,096.88
2,659,730.00
3,309,083.64

836,890.89
20,488,869.93

2,397,929.63
3'19,863.65

18,266,724.78

500,000.00
3,144,629.54
1,497,043.80
'1 ,587,036.99
2,193,287.91
1,566,305.05

4,773.00
9,759,562.44
2,382,128.54
3,060,000 00

24,595,11'1 66
8.000,000.00

224 258.84
2 365 172 00

1 25C 257 40
'2 5C2 57C 00

cj:: c:a E^

80,0'19,295.65
2,039,307.59
4,197,434.48
3,331 ,433.13

793,332.13
22,574,479.00

2,332,336.98
426,433.16

18,432,904 51

tr\

203,591,580.79

Employee Benefit Expenses
lnsurance Expenses
Security Expenses
Telephone and Other Communication Expenses
Printing and Stationery
Rent
Repair & Maintenance:
- Vehicle
- Computer & office Equipment

Travelling and Conveyance
Auditors' Remuneration
- Audit Fees

Legal Expenses
General Consultancy and Professional Charges
Bank Commission
Rates&Taxes&Renewals
Miscellaneous Office Expenses
Donation & Presentation
Sales Support Service Expenses
Vehicle Fuel
Software Amc Charges
Royalty Expenses
lmpairment losses on Receivables
Exchange Gain & Loss
Fine & Penalty
Prior Year Tax
Allocation for CSR Fund
Bonus
Electricity Expenses

500,000.00
3,647,562 80

895,090.00
1,196.278.13
1,794,877.28
1 ,087 ,971 .21

4,1 00 00
10,787,667.85
1,287,060 42

3,060,000 00
28,657,658.69

129,146 80
1,784,830.61
9,836,766.40
1,308,022.00

13,080,222.00
1 ,035,1 00.16

___41,239_J19_59_

.k'
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KNF Japan Private Limited
Notes forming part of the Accounts for the year ended March 3'1,2026

24.1. Employee Benefit Expenses
Employee benefit expenses includes monthly remuneration paid and other benefits like medical expenses, uniforms. training

& development. Deputation Cha!'ges etc. These are summarized below.

Year ended Year ended
Particulars March 31.2026 March 31.2025

(NRS) (NRS)

93,099,517.65

24.1.1 Deputation Charges
The Company has provided the deputation service charges amounting to NRs.18.079 tVlillion for the Year Ended from April 1,

2025 lo lVlarch 3'1 ,2A26 b "l\,4/s Kansai Nerolac Paints Ltd., lndia, as per the agreement entered into with them. The

deputation service charge is paid towards the manpower service provided by the parent company to the subsidiary as per the

requirement of the subsidiary and included in salary & allowances in Note 27.

The company has deposited/provided the reverse charge of VAT on deputation service charge paid/payable to the Holding

Company, Kansai Nerolac Paints Ltd., lndia as per the provisions of sec 8(2) of Value Added Tax Act of Nepal

24.1.2 Contibution to Social Security Fund
The Company has schemes of employment benefits namely Social Security fund as per labour act2017. Eligible employees

receive the retirement benefit plan established with Social Security Fund (SSF) which is a defined contribution plan. Both the

employee and company make monthly contributions to the SSF plan equal to 31% percent (20% by Employer & 11% by

Employee) of the basic salary/wages.

24.1.3 Leave Encashment
The company has provided Leave liability as peraccumulated leave provided as per Labour Ac|,2074.
The company has not done acturial valuation for leave liability as the impact was considered immaterial by the management.

24.2. Auditor Rem u neration

Salary & Allowances
Deputatron Expenses
Contribution to Social Security Fund
Leave Encashment
Staff Welfare Expenses
Employee Profrt Bonus

Particulars

Statutory Audit Fee
Tax Audit Fee

52,905.966 92

18,079.834 56
3,616,674.59

5,416,8'l 9.58
13,080,222.00

Year ended
March 31,2026

(NRS)

400 
^000 ^00

1 00.000 00

50,529,788.41
18,079,834.56
3,253,052.40

653,501.93
4,770,108.82

12,602,670.O0

____99.q!g&94_

Year ended
March 31,2025

(NRS)

400,000.00

500,000.00
100,000.00
500,000.00

24.3. Royalty Expenses
The Royalty is paid towards the use of Trademark, Business Systems & Know-how, Softu'are & patents & General

Administrative&ManagementServices @1o/oof NetSatesof LicensedProducts(Netof Taxes) aspe'cause3.'1 1of Article

lll of Technical License Agreement.

However from Oct 16,2021 the company has proposed to increase royalty to 2 % i.e. clause 3.'1 -' .' a--:= ,', ::
changed lo2okfrom l%. Accordingly, The Company has booked Royalty amounting to NRs. 2866 Mr :': ':':-: ::-::
from April 1, 2025 to March, 2026.

h\
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KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2026

25. Seiling & Distribution Expenses

Particu la rs

Advertrsement
Transportation/Loading-Unloading
Parnter Token
Painter Scheme Expenses
Sales Promotion
Colourant Amc Charges

27. Depreciation And Amortization Expenses

Particulars

Depreciation / Amortisation for the year
Tangible Assets
lntagible Assets

Year ended
March 31,2026

(NRS)

Year ended
March 31, 2025

(NRS)
57 ,494,964 28
41 ,770,054 43
17 ,462 550.53
58,363,806 26
32,754,297 62

12,413,717 90
40,599,366 66
14J26 264 08
59,422,579 44
28,828,507.23

___201_&19_,67312_ ___19!.t99.q!!g_

26. Finance Cost
Finance costs comprises of interest on short term borrowings in the form of bank overdrafls. All these cost are carried at
amortized cost using effective interest rate as required by NAS 39.

. Year ended Year endedFanlculars 
March 31,2026 March 31 ,202s

lNBq (N RS)

lnterest Expenses I,ZJJ ,965.70 1,419,225.48

_ll9!,999J9_ ____1l13,u9!9_

Year ended
March 31- 2O26

(NRS)

Year ended
March 31- 2025

(NRS)

14,783,746.84 13,959,256.86

____1!J33f!9.8!_ 13,,959,256.86

P.
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KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31,2026

28. Earning Per Share

Company presents basic and ciiluted Earnings Per Share (EPS) forits ordinary shares.

Basic EPS amounts a!"e calculated by dividing the profit or loss for the year attributable to ordinary equity holders of the

company by the weighted average number of equity shares outstanding during the year

Diluted EPS amounts are calculated by dividing the profit or loss attributable to equity holders of the company by the

weighted average number of ordinary shares outstanding during the year plus the weighted average number of ordinary
shares thatwould be issued on conversion of all the dilutive potential ordinary shares into ordinary equity shares

Particulars

Profit for the year (Rs ) after tax
Weighted average number of shares
Basic Earning per share (Rs )

Diluted Earning per share (Rs )

Year ended
March 31, 2026

(NRS)

Year ended
March 31,2024

(NRS)
98,952,083 84

1,300,000
76 12

to. tz

95,136,881 47
'1,300,000

73 18

73 18

.The company has not issued any potential equity shares during the year and accordingly, hence, the basic and diluted
earnings per share are same.
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KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31 ,2426

29. Contingent Liabilities & Capital Commitments:

29.1. Contingent Liabilities

Contingent liabilities are potential future cash out flows, where the iikelihood of payment is considered more than remote, but is not

considered probable or cannot be measured reliably.

29.1.1 Claims against the Company not Acknowledged as debt:

i) Corporate Tax Matters:

The Income Tax assessment has been completed up to F,^/ 2019120 (i.e. up to July 16. 2020). fhe company has not accepted the said

assessment of the tax liabllities regarding lncome Taxes assessed @20%. The company has appealed against it and the case is pending

at Supreme court, the verdict of which is still awaiting. The detail of demand is given below.

Fiscal Year Tax
Letter

Reference No.

Letter
Reference No.

2016-17 (2073174) 13,776,107.62 Ch. No 1826 Ch. No.1826

2017-18 (2074t75) 15,577,184.00 Ch. No.831 Ch. No.831

2018-19 (2075t76) 21,236.675.87 Ch. No.'142 Ch. No.142

Total 50,589,967.49

ii) lndirect Taxes Matters:

The Customs Office, Parsa has demanded against short duty, Excise & short VAT which arises due to the valuation issue raised by

Customs Offlce. As per the company the item should be classifled in the HSN Code of duty rate of 10% but was classified by the Customs
Office in HSN code of duty rate of 30%. Accordingly, the differential customs duly of 20o/o, Excise @ 7o/" &VAf @ 13Yo on it has been
demanded by the Customs Office. The company has no1 accepted the said demand as detarled below and is in the process of appeal
against it.

iii) Pending Litigations

a) Suit Filed by Company on Debtors:

The Company has send the Legal Notice to customers through company lawyerwhose outstand ng more than 180 days or more to recover
the company money.

iv) Unexpired Letter of Credits:

The company has following contingent liability against unexpired letter of credits:

Particulars

Letter of Credits

As At
March 31, 2026

(NRS)

As At
March 31,2025

(NRs)

4',t,29',t,613.41 53,279,316.40

\

Letter
Reference No.

Letter
Reference Date

Custom Excise Duty VAT Total

0761077 Ch.No.70 21t09t2076 7,586,494.00 3,451 ,855.21 1,434,985.41 12,473,334.62

M2988&M6950 05t02t2021 & 21 t03t2021 2.269,824.78 295,077.22 2,564,902.00

Total 9,8s6,318.78 3,451,855.21 1,730,062.63 't 5,038,236.62

o'
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KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31,2026

30. Dividend:
Diviciends cn ordrnary shares are recognised as a liability and deducted from equity when they are approved by the

Company's shareholders lnterim dividends are deducted from equity when they are paid.

Dividends proposed by the Board of Directors after the reporting date is not recognised as a liability and is only disclosed as

a note to the financial statements.

Pa rticula rs

Dividend Appropriated/Paid during the year

Dividend Per shares.

Movement in expected credit loss allowance on trade receivable

Balance at the beginning of the year
Loss allowance measured at lifetime expected credit losses

Trade receivables writtenoff
Balance at the end of the year

As At
March 31, 2026

(NRS)

As At
March 31,2025

(NRS)

31. Capital Management:
For the purpose of the Company's capital management, capital includes issued equity capital, share premium and all other

equity reserves attributable to the equity holders and Redeemable Preference Share capital which is considered as liability

under NFRS. The plmary objective of the Company's capital management is to maximize the shareholder value.

The Company manages lts capital structure and makes adjustments in light of changes in economic conditions and the

requirements of the financial covenants To maintain or adjust the capital structure, the Company may adjust the dividend
payment to shareholders. return capital to shareholders or issue new shares. The Company monitors capital using a gearing

ratio, which is net debt divided by equity. The Company includes within net debt, loans and borrowings less cash and cash

eq uivalents.

The company has no any long term borrowings and has nil debt equity ratio.

No changes were made in the objectives, policies or processes for managing capital during the Period ended March 31,

2025 and March 31 .2424.

32. Lease NFRS 16:
TheCompanyhasnotbeenrecognized RightofusesAssetsandLeaseliabilityasperNFRSl6,becauseasperparagraph
B34 i.e. 'A lease is no longer enforceable when the lessee and the lessor each has the right to terminate the lease without
permission from the other party with no more than an insignificant penalty".

Since, all the lease are cancellable on mutual agreement between both lessor and lessee without significant penalties.

33. Allowances of Credit Losses:
The Company's exposure to credit risk is influenced mainly by the individual characteristics of each customer. The

Management Committee has established a credit policy under which each new customer is analysed individually for

creditworthiness before the Company's standard payment and delivery terms and condltlons are offered. The Cornpany's

review includes financial statements, credit agency information, industry information and in some cases bank references.

Sales limits are established for each customer and reviewed constantly. Any sales exceedrng those limits require approval

from the management.

The concentration of credit risk is limited due to the fact that the customer base is large. There s no customer representing

more than 5% of the total balance of trade receivables. For trade receivables, as a practcal excedrent the Company

computes credit loss allowance based on a provision matrix. The provision matrix is prepared based o" ' s:.'34 lv observed

default amounts over the expected life of trade receivables and is adjusted for forward-looking estimates

71,s00,000 00

55 00

As At
Marbh 31,2026

(NRS)
204,215,766.17
23,515,745.96

---- 2n ,r31,51r.13

65,000,000 00

50 00

As At
March 31, 2025

{HRS}
232,264,358.95

8 00c::- -:
tl,Anaq ca: -.
\vv,v rv ve-

---- n4,215,?6il1?
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KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2026

34- Financial lnstruments:
Accounting Classifications and Fair Value
The fair vaiue of the assets and liabilities are inciuded at the amount at which the instrument could be exchanged in a current

transaction between willing parties other than in forced or liquidation sale. The following methods and assumptions were used to

estimate the fair values.

a) Fair Vaiue of cash and short-term deposits, trade and other short term receivables, trade payables, other current liabilities, short

term loans from banks and other financial instruments approximate their carrying amounts largely due to the short term maturities of

these instrurnents

b) Financial instruments with fixed and variable interest rates are evaluated by the company based on parameters such as interest

rates and individual credit worthiness of the counterparty. Based on this evaluation, allowances are taken to the account for the

expected losses of these receivables.

The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation

techn ique.

Level 1:quoted (unadjusted) prices in active markets for identical assets or liabilities

Level 2 other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either directly
or indirectly

Level 3: techniques which use inputs that have a significant effect on the recorded fair value that are not based on observable
market data

The carrying amounts and fair values of financial instruments by class are as follows:

value Fair value measurement using

Particulars

Fair value Fair value through
through profit other

and loss comprehensive
('FVTPL') income ('FVOCI')

Amortised cost Level 1 Level 2 Level 3

Financial assets
Non-Current:
Security Deposits
BG Margin
Current:
Trade Receivables
Financial Assets At
Amortized Cost
Total

Financial liabilities
Non-Current:
Other Financial Liab itles
Provisions
Current:
Trade Payables
Other Financ al L abi itles
Total

1,553,304 00

858,343,262.21
298,220,000 00

1,158,{ { 6,566.21

2,467,005 36
12,429,714.17

231,147,555.50

1,553,304.00

858,343,262.21
298,220,000.00

361 .089.945.25

2,467,005.36
12,429,714.17

231 147 555 50
3a i 489 945 25

607,134,220.28 607,134.220.28
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KNP ..lapan Private Limited
Notes forming part of the Accounts for the year ended March 31 ,2026

35. lncome Tax Assessment:
The lncome Tax assessment has been completed up tc F/Y 2A76fi7 (up to Ashad 31.2077 equivalent to Juiy 16. 2020). The company
has not accepted the said assessment of the tax liabilities regarding lncome Taxes assessed @ 20%'for FY 2073174.2071175 &

2075176. The company has appeaied against it and the case is pending at Supreme court. the verdict of which is still awaiting. The
detail of demand is given below:

FY Tax Letter Ref. No. Letter Ref. Date

2073t74 13,776,107 62 Ch. No 1826 1110612075

2074t75 15 577,184 00 Ch. No.831 08t05t2078

2075t76 21 ,236.675 87 Ch. No.142 0B/03/2080

Total 50,589,967.49

The IRD has also assessed the VAT & TDS amount ofFY 2076177. The company has accepted the said assessment & the company
has paid these tax liabilities. The detail of TDS & VAT paid is given below:

FY VAT Fine TDS Fine Total Letter Ref. No.
Letter

Ref. Date

2073t74 3,017,553.00 327,156.94 3,344,709.94 Ch.No.'1825, 1827 11t06t2075

2075t76 640,933 00 8,215.00 649,1 48.00 Ch. No.127.126 16t02t2080

2076177 2 354,894.26 2,354,894.26 Ch No.196 16t03t2081

Total 6,0't 3,380.26 335,37',t.94 6,348,752.20

36. Related Party Disclosures:
i) The Company ldentifies the following as the related parties under the requirement of NAS 24

Holding Company:
Kansai Nerolac Paints Limited, Mumbai, lndia

Key Managerial Personnel:
Ashok Kumar Baid

Jeevan Kumar Agrawal
Manoj Kumar Mishra

Pradeep Agrawal
Pravin Eknath Jadhav
Anil Kr. Singh

Director
Director
Country Head
Senior Manager(Commercial)
Factory Head
Deputy Manager, Accounts & Finance
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Subsidiary Company:
None
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KNP Japan Private Limited
Notes forming part of tfie Accounts for the year ended March 31, 2026

ii) Relate: .=-1' -'. -:.:: - -:
A --:-.., ', : : = -: - :: : : ::-'eC o;-l: by tne con]pany at arn-r's lengih prices

Closing
Balance

-: a':- \'::-':

-'-":-.::: -- Opening
(Purchase)/

Sales
Others

(Receipts)/
PaymentsPart_! \a-:

\cr: :-: -:

a^---- a -

452.27 5.05 2.064,265.00 2,003,291.79 513.248.26Gc.\a -.'- ..

2,536.9s2.67(1.O12,022.57) 1 2,191 .808.00 (8,642,832 36)Sidd' . -a..'
!\t ''- - _-

9,869,290 13Sdd" . -=..'
Pr,1 r:: : '. -

:j:808.00) (9,528,482.13)

217,419.00:a? E76.00 (4,783,218.00) 4,130.961.00Shalinra'
lnvesirs-: : -

Pvt Lto

115,762.00-:t 4t uu (2,894,050.00) 2,546.764.00Preet Ea :

(66,158 80)Kansar N:-a a -

Paints Ltc

Kanpur -a -:--
(17 4,472,068.51)Kansai l{er#

Paints Ltd.
Mumbai

' '. -:'aa, (70,548,007.69)

-:., ,,, :ll 7,4'10,000.00 (8,1s1,000 00)Mr. Ashok K.--.='
Baid

(8,151,000.00)

- -', ,,, ::rl (8,151 ,000.00) 7,4'10,000.00 (8,151,000"00)Mr.Jeevan (--,,-
Agrawa

(2,717,000.00) 2,470,000.00 (2,717,000.00)Mr. Ral k-rt';-
Bald

(2,717,000.00)(2,717,000.00) 2,470,000.00Mr. Vijay S n;-
Baid

'_"'.:':.:r1 (95,233,684.82) 29,667,474.56 (1 92,890,84s.38)

37

The

38.

As per tira
financra
2026

- .-.','expenses & other sales related expenses like trip schemes, dealer season
': :':r :: the sales forYearended March 31. 2026.

-: ----: rf flnancial statements should be from the date of registration to the end of
' . :. :.a:sment has been prepared forthe period from April 01 ,2025 to March 31,

- -:-, '.1's Kansai Nerolac Paints Limited, lndia as per regulatory requirement.

.', culd require adjustments to, or disclosure in the flnancial statements.

wtprever necessary.

E#rces. sales, purchase, receivables and payables are in process of obtahirg

39.

No

40.

41.
(i)

(ii)

tru:I' ,:
-, .?* ,:| Y/i:?u.F

-z


