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Independent Auditors’ Report
to the Directors of
Kansai Paints Nepal Private Limited

Report on Financial Statements

We have audited the attached Balance Sheet of M/s Kansai Paints Nepal Private Limited
as of March 31, 2016 and Income Statement, Cash Flow Statement and Statement of Changes in
Equity attached thereto, for the year ended on that date and a summary of Significant Accounting
Policies and other Explanatory Notes. ¢

Management’s Responsibility for the Financial Statements

The preparation and fair presentation of these Financial Statements, in accordance with Nepal Financial
Reporting Standards, are the responsibility of the company's management.

Auditors’ Responsibility

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. 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.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error In making those risk assessments, the auditor considers internal control relevant to the entity's
=raparation and fair presentation of the financial statements in order to design audit procedures that are
zzcraopriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
- the entity's internal control. An audit also includes evaluating the appropriateness of accounting
-+ =es used and the reasonableness of accounting estimates made by the management, as well as
2.z atng the overall presentation of the financial statements.

zpart on requirement of Companies Act, 2063 and other regulatory matters

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

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

c. in our opinion, the Balance Sheet, Income Statement, Cash Flow -Statement and
Statement of Changes in Equity with Explanatory Notes dealt with By, this repor} are in
compliance with the provisions of the Company Act, 2063 and are in agree fent with
the books of account maintained by the company, L
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In 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 lega! provisions relating to accounts,
or committed any misappropriation or caused loss or damage to the company.

This report is issued by us, pursuance to specific request made by the Company, in
regard to the consolidation of the company's financial 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
coneurrence.

Auditors’ Opinion

In our opinion, the Financial Statements, read together with Notes 2 & 21 to 35 forming part of the
accounts, give a true and fair view of the financial position of the Company as at March 31, 2016 and
the financial performance, changes in equity and cash flows for the year then ended in accordance with
Nepal Financial Reporting Standards and comply with provisions of the Companies Act, 2063.

Kathmandu

Date: 2.6

T

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

CA. B.K. Agrawal

Managing Partner
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Kansai Paints Nepal Private Limited

Balance Sheet
As at March 31, 2016

. As At As at
Particulars Notes March 31, 2016 March 31, 2015
NRS NRS

Assets:

Non Current Assets:

Fixed Assefs:

Tangible Fixed Assets 3

Gross Block 199,286,520.09 196,695,297.77

Less: Accumulated Depreciation 56,822,813.00 47,898,565.99

Net Block 142,463,707.09 148,796,731.78

Intangible Assets 3

Gross Block 1,498,360.40 1,499,360.40

Less: Amortization 1,042,027.26 711,859.29

Net Black 457,333.14 787,501.11
142,921,040.23 149,584,232.89

Deferred Tax Assets (Nett)

Current Assets:

Inventories 4 179,262,536.93 220,860,988.72

Sundry Debtors 5 390,934,308.53 373,922,472.09

Cash & Bank Balances [ 10,032,163.00 6,553,884.97

Advances & Deposits 7 28,926,937.22 22,286,374.62
609,155,945.68 623,623,720.40

Total Assets 752,076,985.91 773,207,953.29

Equity & Liabilities:

Equity:

Shareholders' Fund:

Share Capital 8 130,000,000.00 130,000,000.00

Reserves & Surplus e} 170,387,681.69 120,466,859.84

Total Equity 300,387,681.69 250,466,859.84

Liabilities

Non Current Liabilities:

Long Term Loans & Advances 10 160,876,032.10 175,204,506.40

Deferred Tax Liability 11 4,541,354.00 4,664,026.00
165,417,386.10 179,868,532.40

Current Liabilities:

Sundry Creditors & Other Payables 12 134,733,243.54 148,815,193.43

Short Term Loans 13 26,295,515.96 88,067,645.26

Provisions 14 125,243,158.62 105,889,722.36
286,271,918.12 342,872,561.05

Total Equity & Liabilities 752,076,985.91 773,207,953.28

Contingent Liabilities 20 9,741,054.89 -

Summary of Significant Accounting Policies & Notes 28211035
o the Accounts

Kathmandu

Date: 'Q'BW\ APY‘“, ’),o\b

For and or:;;Oalf of the board
ananae@ “birediop: Director

As per our attached report

of even date

CA. B.K. Agrawal

Managing Partner i
B.K. Agrawal & Co. ' .
Chartered Accountants ~ °
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Kansai Paints Nepal Private Limited

Statement of Profit & Loss

For the Year ended March 31, 2016

Particulars

Revenue:

Sales

Miscellaneous income
Total Revenue

Expenditure:

Costof Sales

Administrative & Selling Expenses
Interest

Depreciation

Total Expenditure

Profit/(Loss) before Bonus, Housing
Reserves & Tax

Housing Reserves

Staff Bonus

Profit/(Loss) Before Tax for the year

Privision for Income Tax
Deferred Tax
Profiti(Loss) After Tax for the year

Earning Per Equity Shares of Rs. 100 each

Basic
Diluted

Summary of Significant Accounting Policies & Notes

to the Accounts

Kathmand .
DZteT;TU‘H\ A\Br\\ ot

s
Finance Executive

Notes

13

2&21t035

For and on beh?lf of the board

Current Year

01.04.15 1o

31.03.16
NRS

Previous Year
01.04.2014 To
31.03.2015
NRS

683,933,291.99

693,555,561.51

2,916,883.07 4,796.868.70
686,850,175.06 698,352,420.21
372,408,792.47 387,887,653.87
210,733,823.09 194,231,448.09
17,004,153.68 22,717,568.40
9,254,414.97 9,187,420.29
609,399,184.21 614,024,090.85
77,450,990.85 84,328,329.56
3,872,550.00 3,776,728.00
6,688,948.00 6,523,440.00

66,889,492.85

74,028,161.56

17,001,343.00 16,511,868.00
{122,672.00) (278,564.00)
49,920,821.85 57,794,857.56
38.40 44.46

38.40 44.46

As per our aftached report

of even date

b )

CA. B.K. Agrawal
Managing Partner

B.K. Agrawal & Co.
Chartered Accountants




Kansai Paints Nepal Private Limited
Cash Flow Statement
For the Year ended March 31, 2016

Particulars

A) Cash Flow from Operating Activities:
=rofit/(Loss) before changes in working capital &
“.zn-recurring Income & Expenditure.

-nreciation

ast Expenses

“on Operating Expenses

“lon Operating Income

Cash from Operating activities before changes in W/C

Czcreasel(Increase) in Current Assets
ase/(Decrease) in Current Liabilities
Zarlier Year Adjustment

Net cash flow from Operating Activities

2: Cash Flow from Investing Activities:
4 Assets Purchase

d Assets Sales

Nzt Cash Flow from Investing Activities

2} Cash Flow from Financing Activities:

~crease/(Decrease) in Short Term Loan
ncrease/(Decrease) in Medium & Long Term Loan

Net Cash Flow from Financing Activities

Net Cash Flow (A+B+C)
Opening Cash and Bank Balances

Closing Cash & Bank Balances

Current Year

Previous Year

01.04.15 to 01.04.2014 To
31.03.16 31.03.2015
(NRS) (NRS)

66,889,492.85

9,254,414.97
17,004,153.68

(163,890.32)

(2,794,573.78)

74,028,161.56

9,187,420.29

22,717,568.40

424,655.32
(3,047,083.78)

90,189,597.40

17,946,052.75
(4,898,945.48)

103,310,721.79

(114,129,366.06)
52,873,542.29
178,530.00

103,236,704.67

42,233,428.02

(12,295,274.24)
12,662,516.01

(16,565,464.74)
16,517,561.18

367,241.77

(47,903.56)

(6,744,974.81)
(17,280,090.00)
(61,772,129.30)
(14,328,474.30)

(10,912,670.45)
(14,656,723.00)

(2,775,219.02)
(13,657,046.28)

(100,125,668.41) (42,001,658.75)
3,478,278.03 183,865.71
6,553,884.97 6,370,019.26

10,032,163.00 6,553,884.97

A
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Kansai Paints Nepal Private Limited
Notes forming parts of the Accounts for the Year ended March 31, 2016

1) Corporate Information:
Kansai Paints Nepal Private Limited (formerly Nepal Shalimar Paints Private Limited) (“the Company"”) is a private limited
company incorporated under the Companies Act of Nepal on July 29, 2002 (Shrawan 13, 2059) vide registration no.
20268/059/60. The registered Office of the Company is at Aadarshanagar, Birgunj, Nepal and the manufacturing Unit is
situated at Lipni Birta V.D.C., Parsa District, Nepal. The main objectives of the company is to manufacture paints
products like ink-colour, ink-blue,oil, adhesive etc. and selling of such products in domestic & foreign market.

2) Significant Accounting Policies:

a)

b)

c)

d)

e)

f

o)

h)

A MM st

b d

Accounting Convention: R

The financial statements have been prepared under the hislorical cost convention on an accrual basis and are in
compliance with :all material aspects with Nepal Financial Reporting Standards (NFRS), unless staled otherwise,
and relevant provisions of Companies Act, 2063 and other applicable laws prevalent in Nepal. The accounting
policies are applied consistently by the Company, unless stated otherwise.

Use of estimates (NFRS - NAS 02):

The preparation of financial statements in conformity with generally accepted accounting principles requires
estimates and assumptions to be made that affect the reported amounts of assets and liabilities and disclosure of
contingent liabilities on the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Differences between actual results and estimates are recognized in the periods in
which the results are known/materialized.

Property, Plant & Equipment (NFRS - NAS 16):
L.and is stated at the original cost of acquisition added with land development expenses, while other assets are
stated at the cost of acquisition including all expenses incurred in putlting the assets to use less depreciation.

Expenditure incurred to replace a component of an item of fixed assets that is accounted for separately, including
major inspection and overhaul expenditure is capitalized. Other subsequent expenditure is capitalized only when it
increases the fulure economic benefits embodied in the item of fixed assets. All other expenditure is recognized in
the income statement as an expense as incurred. ’

Depreciation (NFRS - NAS 16):

Depreciation on fixed assets has been charged on Straight Line Method (SLM) as per the following rates based on
the management estimate of the useful hfe/remainmg useful life. The period of days used by the company is
considered for current period depreciation.

Particulars Rate

Buildings 3.34%
Furnitures 6.33%
Computers - 16.21%
Electrification 4.75%
Networking 6.33%
Vehicles 9.50%
Plants & Machinery 4.75%

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.

Impairment of Assets (NFRS - NAS 36):

The Company identifies impairable fixed assets based on cash generating unit concept at the year-end for the
purpose of arriving at impairment loss thereon, if any, being the difference between the book value and
recoverable value of relevant assets, Impairment loss when crystalizes Is charged to revenue for the year.

Trade and other payables:
Liability for trade and other payabies are carried at cost which is the fair value of services.

Related party transactions (NFRS ~ NAS 24):
All transactions with related parties are carried out by the Company at arm's length prices.

Trade and other Receivables:

Trade and other Receivables are originated by the Company and are stated at cost less provisions for any
uncollacteble amount. Provision is made against debts considered doubtful of recovery whereas debts considered
irrecoverable are written off.
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Kansai Paints Nepal Private Limited
Notes forming parts of the Accounts for the Year ended March 31, 2016

>

Notes contd...

Cash & Cash Equivalents:

Cash & Cash equivalents consists of Cash in Hand, Cheques in hand, Balances with banks and investments in
Money Market Instruments. Bank Overdrafts that are repayable on demand and form an integral part of the cash
management are included within borrowings in short term loans under current liabilities.

invenlories (As taken, valued and certified by the management):

Inventories are valued as follows:

i} Raw Materials & Others - At cost on Weighted Average Basis

i) Semi Finished Goods - At cost

i) Finished goods - At cost or Net Realisable Value whichever is lower.
iv) Stores & Spares - At cost

Intangible Assets:
Intangible assets (Software) acquired by the Company are stated at cost less accumulated amortization.

Amortization:
Amortization is charged to income statement on a straight line basis over the management's estimated useful life
of intangible assets.

Software ) 5 Years

Foreign currency transaction:

Transactions in foreign currency are recorded at the original rates of exchange in force at the time transactions are
effected.

Foreign currency denominated assets and liabilities are reported as follows:

Monetary items are translated into rupees at the exchange rates prevailing at the balance sheet date. Non-
Monetary items such as fixed assets are carried at their histarical rupee values.

Gains/losses arising on the settlement of foreign currency transactions or restatement of foreign currency
denominated assets and liabilities (monetary ltems) are recognized in the profit and loss account.

Revenue Recognition (NFRS - NAS 18):
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 the fair value of the consideration received or receivable net of value added tax, excise,
rebates and discount. The following specific criteria are used for the revenue recognition.

aj Sale of Goods

Revenue from the sale of goods is recognised in the income statement when the significant risks and rewards of
ownership have been transferred to the buyer and stated net of excise, value added tax and rebates and
discounts.

b) Dividend Income:
Revenue from dividend is recognised in the income statement when the right to receive have been established.

¢} Interest Income:
Interest income is recognized on a time proportion basis taking into account the principal outstanding and interest
rate applicable.

dj insurance & Other Claims:
Insurance and Other Claims are accounted for on cash basis.

Provisions, contingent Liability and Contingent Assets:

Provisions are recognized when the Company has a present obligation as a result of past event; it is more likely
than not that an outflow of resources will be required to settie the obligation, in respect of which a reliable estimate
can be made. Provisions are not discounted to its present value and are determined based on best estimate
required to settle the obligation at the balance sheet date. These are reviewed at each balance sheet date and
adjusted to reflect the current best estimates in accordance with Nepal Financial Reporting Standards on
“Provisions, Contingent Liabilities and Contingent Assets”.
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Kansai Paints Nepal Private Limited
Notes forming parts of the Accounts for the Year ended March 31, 2016

Notes contd...

A contingent liability is disclosed where there is a possible obligation or a present obligation that may, but probabiy
will.not, require-an outflow of resources.

Contingent assets are not recognized in the financial statements. However, contingent assets are assessed
continually and if it is virtually certain that an economic benefit will anse the assets and related income are
recognized in the period in which the charge occurs.

Retirement Benefits:
The Company has scheme of retirement benefifs for staffs in the form of pravident fund and gratuity. Provision is
made for gratuity in respect of liability accrued during the year as per prevalent labour laws of Nepal.

Borrowing Costs (NFRS - NAS 23):

Borrowing costs attributable to the acquisition of the asset is capitalized as part of the cost of the asset. Other
Financing/Borrowing costs are charged to the Income Statement in accordance with Nepal Financial Reporting on
“Borrawing Costs".

Investments:

Investments that are intended to be held for more than a year, from the date of acquisition, are classified as long
term investmenls and are carried at cost. However, provisions for diminution in value of investments are made to
recognize declme other than temporary, in value of the investments.

Investments other than long term investments, being current investments, are valued at cost or market price
whichever is lower, determined on an individual basis.

Taxation (NFRS - NAS 12 ):

Current Tax:

Current Income tax is measured at the amount expected to be paid to the tax authorities in accordance with
Mepalese Income Tax Act, 2058,

Deferred Tax:

Deferred income taxes reflects the impact of current year timing dlfferences between taxable income and
accounting income for the year and reversal of timing differences of earlier years. Deferred tax is measured based
on the tax rates and the tax laws enacted or substantively enacted at the Balance Sheet date. Deferred Tax Assets
are recognized and reviewed at each Balance Sheet date, only to the extent that there i§ reasonable certainty that
sufficient future taxable income will be available against which such deferred tax asseis can be realized. In
situations where the Company has unabsorbed depreciation or carry forward tax losses, all deferred tax assets are
recognized only if there is virtual certainty supported by convincing evidence that they can be realized against
future taxable profits. At each Balance Sheet date, unrecognized deferred tax assets of earlier years are re-
assessed and recognized to the extent that it has become reasonably certain that future taxable income will be
available against which such deferred tax assets can be realized in accordance with Nepal Financial Reporting
Standards on “Income Taxes".

Earning Per Share (NFRS - NAS 33}):
Basic earnings per share are calculated by dividing the net profit or loss for the period atiributable to equity
shareholders by the weighted average number of equity shares outstanding during the period.

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to equity
shareholders -and the weighted average number of shares outstanding during the perlod are adjusted for the
effects of all diluted potential equity shares.

Leases (NFRS - NAS 17):

Financial Lease :

The company does not have any item covered under finance lease which needs disclosure as per Nepal Financial
Reporting Standards.

Operating Lease :

Leases where the lessor effectively retains substantially all the risks and benefi ts of ownership of the leased term
are classifled as operating leases. Operating lease payments are recognized as an expense in the income
statement on a straight-line basis over the lease term.
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Kansai Paints Nepal Private Limited
Notes forming parts of the Accounts for the Year ended March 31, 2016

Notes contd...

Cash Flow Statements (NAS 07):

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 reqgular revenue generating, investing and financing activities of the Company are segregated. The
Cash flow statement is separately atiached with the Financial Statements of the company.

Segment Reporting:
Having regard to the integrated nature of the Paints Manufacturing Busingss of the company, the disclosure
requirement of "Segment Reporting” pursuant to the Nepal Financial Reporting Standards is not applicable.

Share Based Payments (IFRS 2):

Share based payment transaction is a transaction in which entity receives goods and services as consideration for
equity instruments (including shares or share options) of the entity (referred to as “equity settled share passed
transaction”). There is no share based transactions during the Year.

Net Profit or Loss for the Period, Prior Period ltems and Changes in Accounting Policies
The prior period expenses are charged to respective heads of account to the income statement.
There is no change in the accounting policy during the period.
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Kansai Paints Nepal Private Limited
Schedules forming part of the Accounts for the Year ended March 31, 2016

Inventories (As taken, valued and certified by management)

Particulars

Raw Materials

Packing Materials

Semi Finished Goods (WIP)
Finished Goods

Auxiliary Raw Materials
Stores & Spare Parts

Less: Provision for Damage Stock
Raw Materials

Packing Materials )

Semi Finished Goods (WIP)
Finished Goods

Sundry Debtors & Other Receivahles

Particulars

(Unsecured Considered good unless otherwise stated)
1) Outstanding for a period exceeding six manths

- Considered Good

- Considered Doubtful
1) Other Debis

- Considered Good

Less: Provision for Doubtful Deb.ts

Cash & Bank Balances

Particulars

Cash in hand (As certified by the management)
Balances with Banks

As At
March 31, 2016
NRS

Note - 4

As at
March 31, 2015
NRS

73,703,611.35
16,923,741.95

90,702,106.68
18,698,338.05

8,310,647.55 5,077,141.75
75,751,648.34 99,000,348.82
1,286,848.22 682,111.08
3,276,039.52 6,700,942.33
179,262,536.93 220,860,988.72

179,262,536.93

220,860,988.72

As At
March 31, 2016
‘NRS

Note - 5

As at

March 31, 2015
NRS

401,191,308.53

376,965,472.09

401,191,308.53

376,965,472.09

10,257,000.00 3,043,000.00
390,934,308.53 373,922,472.09
Note - 6

As At As at

March 31, 2016 March 31, 2015
NRS NRS

1,329,347.81 2,182,250.44
8,702,815.19 4,371,634.53
6,553,884.97

10,032,163.00

v
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Kansai Paints Nepal Private Limited

Schedules forming part of the Accounts for the Year ended March 31, 2016

Advances & Deposits
Particulars

Advances:

Staff Advances
Deposits

L/C & LIC Margin

Bg Margin

Prepaid Insurance
Prepaid Expenses
Advance To Suppliers
Advance Income Tax
Advance Vat
Insurance Claim Receivable
Other Advances

Share Capital

Particulars

Authorized:

3,000,000 Equity Shares of Rs.100/-each

Issued:

1,500,000 Equity Shares of Rs.100/-each

Subscribed & Paid Up:

1,300,000 Equity Shares of Rs.100/-each fully Paid-up

Reserves & Surplus

Particulars

Opening balance

Add: Net Profit/(Net Loss) For the current year

Add: Earlier Year Adjustment

Note -7

As At As at

March 31, 2016 March 31, 2015

NRS NRS
1,218,703.13 1,349,199.89
328.,150.00 228,150.00
/ 354,081.33 95,657.56
951,693.72 1,185,885.59
1,148,938.36 168,509.60
5,628,903.31 2,144.604.63
8,761,655.00 7,000,000.00
3,002,698.10 1,939,096.51
752,421.54 160,538.00
6,779,692.73 8,014,732.84

28,926,937.22

22,286,374.62

As At

March 31, 2016
NRS

Note - 8

As at

March 31, 2015
NRS

300,000,000.00
300,000,000.00

300,000,000.00
300,000,000.00

150,000,000.00
150,000,000.00

150,000,000.00
150,000,000.00

130,000,000.00

130,000,000.00

130,000,000.00

130,000,000.00

Note -8
As At As at
March 31, 2016 March 31, 2015
NRS NRS
120,466,859.84 62,493,472.28
49,920,821.85 57,794,857.56
- 178,530.00

170,387,681.69

120,466,859.84




Kansai Paints Nepal Private Limited
Schedules forming part of the Accounts for the Year ended March 31, 2016

Long Term Borrowings

Particulars

Secured:
Term Loans:

(Secured against Factory Land & Building at Birta and personal

guarantee of Directors)

Fixed Term Loan- Everest Bank Ltd.

Auto Loans:

(Secured against hypothecation of Vehicles)

Auto Loan 00605830200023 (EBL)

Auto Loan 00605830200030 ( EBL- Na-2-Ch-7369)
Auto Loan 00605830200031 (EBL Ba-10-Ch-4391)
Unsecured:

Working Capital Loan from Shareholders

Less: Current Portion of Long Term Loans

Deferred Tax Liabilities

Particulars

Deferred Tax Liability As at beginning of the year
Amount Provided for Current Year

Sundry Creditors and Other Payables

Particulars

Sundry Creditors (Net)
B.K.Agrawal & Co.

Tax Deduction At Source Payable
Salary & Wages Payable
Rent Payable

Advance From Customers
Lc Payables

Excise Duty Payable

Vat Payable

Staff Welfare Fund
National Welfare Fund

Note - 10
As At As at
March 31, 2016 March 31, 2015
NRS NRS
23.333,333.39 36,666,666.71
43,381.84 337,777.32
1,036,097.33 1,493,680.94
749,970.98 1,081,522.97
150,000,000.00 150,000,000.00
(14,286,751.44) (14,375,141.54)
160,876,032.10 175,204,506.40
Note - 11
As At As at
March 31, 2016 March 31, 2015
‘NRS NRS
4,664,026.00 4,942,590.00
(122,672.00) (278,564.00)
4,541,354.00 4,664,026.00
Note - 12
As At As at
March 31, 2016 March 31, 2015
NRS NRS
110,053,313.16 125,892,498.95
243,750.00 243,750.00
2,807,617.10 4,596,887.95
1,645,292.26 1,702,222.91
422,521.20 389,064.18
3,864,897.62 2,391,461.84
6,037,966.00 -
4,215,595.26 3,895,937.01
4,016,341.60 6,300,712.94
1,425,949.34 2,342,860.35
1,059,797.29

134,733,243.54

148,815,193.43




Kansai Paints Nepal Private Limited
Schedules forming part of the Accounts for the Year ended March 31, 2016

Short-Term Loans
Particulars

Loan from Bank & Financial Institutions:

Overdrafts:
Everest Bank Ltd. Birgunj, 00605501200098

Current Portion of Long Term Loans

Provisions
Particulars

Provision For Current Year Income Tax
Provision For Earlier Years Income Tax
Provision For Housing Reserve
Provision For Staff Bonus’

Provision For Provident Fund

Provision For Gratuity

Provision For Sales Commission
Provision For Trip Scheme

Provision For Daily Allowance
Provision For Advertisement Expenses
Provision For Custom Duty

Provision For Electric Power

Provision For Travelling

Provision For Telephone

Provision For Painter Scheme
Provision For Painter Token

Provision For Internet

Provision For Professional & Consultency Fee
Provision For Security

Provision For Interest

Provision For Freight

Provision For Dealers Season Scheme
Provision for Security

Provision for expenses

Provision For Sales Promotion Others

Sales
Particulars
Finished Goods Sales

Raw Materials Sales
Scrap Sales

Note - 13
As At As at
March 31, 2016 March 31, 2015
NRS NRS )
'12,008,764.52 73,692,503.72
*¥

14.286,751.44

14,375,141.54

26,295,515.96 88,067,645.26
Note - 14
As At As at
March 31, 2016 March 31, 2015
NRS NRS

12,377,356.00

11,421,595.00

12,566,103.00

7.,549,045.00
9,499,652.00 5,709,330.00
200,303.00 889,928.88
1,420,906.00 1,210,229.00
11,439,275.04 11,164,724 .43
7,531,160.30 6,904,204.20
6,000.00 6,000.00
7.,972,226.00 532,553.00
12,462.02 12,462.02
74,017.52 47,381.95
330,235.00 195,500.00
41,221.08 43,639.56
6,710,129.59 11,470,114.33
- 886,812.50
10,000.00 64,500.00
1,019,247.79 274,656.00
- 146,029.32
39,502,889.35 29,243,710.50
355,965.00 -
13,077,000.00 16,378,395.46
138,672.00 -
1,644,597.92 -
458,248.01 694,403.21
125,243,158.62 105,989,722.36
Note - 15
Current Year Previous Year
01.04.15 to 01.04.2014 To
31.03.16 31.03.2015
NRS NRS
651,543,497.54 663,654,340.26

31 ,628,825.72

760,968.73

29,901,221.25

et -«‘Aav

683 933.291.99

693,555,561.51
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Kansai Paints Nepal Private Limited
Schedules forming part of the Accounts for the Year ended March 31, 2016

Other income

Particulars

Profit/(Loss) On Sale Of Colorant Machine
Gain On Exchange Fluctuation

Other Income

Stock Adjustment Income On Physical Count

Cost of Sales

Particulars

Opening Stock

Raw Materials

Packing Materials
Semi Finished Goods
Finished Goods
Auxiliary Raw Materials

Add:

Raw Materials Purchase

Finished Goods Purchase

Packing Materials Purchase
Consumption of Store & Spare Parts

Manufacturing Expenses:
Wages

Electricity Expenses

Machinery Repairs & Maintenance
Factory Insurance

Other Production Expenses
Building Repairs & Maintenance
Laboratory Expenses

Generator Running Expenses
Generator Repair & Maintenance

Less: Closing Stock
Raw Materials

Packing Materials
Semi Finished Goods
Finished Goods
Aucxitiary Raw Materials

Less: Captive Consumption for Repair & Maintenance

Current Year

Note - 16

Previous Year

01.04.15 to 01.04.2014 To
31.03.16 31.03.2015
NRS NRS

2,794,5673.78 3,047,083.78

113,822.47 816,899.13

8,486.82 369,893.79

e - 562,882.00

2,916,883.07 4,796,858.70

Note - 17

Current Year
01.04.15 to

31.03.16
NRS

Previous Year
01.04.2014 To

31.03.2015
NRS

90,702,106.68
18,698,338.05
5,077,141.75
99,000,348.82
682,111.08

76,133,241.54
14,631,356.27
7,790,354.70
105,142,715.30
533,471.54

214,160,046.39

204,231,139.35

259,421,286.92
- 457,776.47
50,349,498.47
1,132,339.05

14,701,375.18

317,087,033.79
757,092.76
60,971,697.56
896,340.20

12,399,645.88

1,171,835.46 1,268,623.40
518,013.73 729,893.9¢
1,916,250.41 1,049,792.07
645,901.22 691,471.94
1,318,230.756 502,075.39
38,785.01 -

2,265,756.76 1,576,880.11
296,194.06 223,009.82
334,233,243.49 398,153,656.91

73,703,611.35
16,923,741.95
8,310,647.55
75,751,648.34
1,296,848.22

90,702,106.68
18,698,338.05
5,077,141.75
99,000,348.82
682,111.08

175,986,497.41

214,160,046.39

337,096.00

372,406,792.47

387,887,653.87
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Kansai Paints Nepal Private Limited
Schedules forming part of the Accounts for the Year ended March 31, 2016

Administrative, Selling & Distribution Expenses

Particulars

Administrative Expenses:
Salary & Aliowances

Uniform Expenses

Gratuity

Security Charges

Postage & Telegram

Printing & Stationery

Rent

Insurance Premium

Travelling Expenses

Staff Welfare Expenses
Electricity & Water

Telephone Expenses

Email & Internet

Bank Commission

Audit Fee

Tax Audit Fee

Other Professional Services
Audit Expenses

Rates & Taxes & Renewals
Books & Periodicals

Puja Expenses

Donation & Presentation
Cleaning Expenses

Repairs & Maintenance-"Pool A"
Repairs & Maintenance-"Pool B"
Repairs & Maintenance-"Pool C"
Vehicle Fuel

Customer Compensation/Claims
General Office Expenses
Garden Expenses

Hospitality Expenses

Medical Expenses
Miscellaneous Balance Written Off
Software Amc Charges

Royalty Expenses

Bad Debts

Legal Expenses

Exchange Gain & Loss

Loss On Disposal Of Assets
Fine & Penalty

Prior Year Taxes

Selling and Distribution Expenses
Advertisement
Transportation/Loading-Unloading
Painter Token

Sales Promotion

Sales Commission

Trip/Travel Scheme

Painter Scheme Expenses

Dealers Season Scheme

Colourant Amc Charges

Current Year
01.04.15to

31.03.16
NRS

Note - 18

Previous Year
01.04.2014 To
31.03.2015
NRS

23,774,556.50
217,401.90
210,677.00
27765,486.82
101,612.48
383,394.67
8,831,754.56
1,786,932.80
8,206,783.14
1,269,385.37
300,915.18
1,103,811.24
729,843.32
385,434.74
275,000.00
50,000.00
481,709.00
157 443.23
403,885.30
22,320.00
243,415.50

. 194,985.75
307,154.33
278,439.62
105,802.04
1,119,275.38
874,109.59
265,678.00
144,020.52
23,822.00
39,246.34
64,645.72
33,299.39
422,614.38
5,418,565.68
7.214,000.00
863,839.79

299,280.00
1,425,212.94
70,796,764.22

22,685,828.51
142,610.60
433,548.00
2,814,438.70
164,578.80
338,687.95
8,183,944.22
2,207,859.71
6.918,123.57
1,412,826.98
278,521.84
1,167,748.92
. 732,969.42
401,716.65
275,000.00
50,000.00
525,000.00
340,135.25
450,188.40
33,954.00
222,812.00
225,042.15
287,210.76
240,811.87
200,661.95
813,330.81
1,325,807.39
50,629.00
185,345.56

37,852.20
34,703.75
2,919.49
604,841.36
6,263,024.39
3,043,000.00
370,430.00
(113,538.00)
260,765.00
1,219,193.00

64,832,524.20

39,672,461.64
19,734,014.74
4,307,076.50
10,553,390.90
29,877,798.08
11,292,226.36
6,881,358.26
16,992,060.08
1,627,672.31

7139,938,058.87

29,379,775.77
18,088,946.05
2,516,411.70
16,210,979.19
27,857,285.13
2,344,847.30
14,699,439.14
16,217,941.41

2,083,288.20

129,398,923.89

194,231,448.08

.- 240,733,823.09

P




Kansai Paints Nepal Private Limited
Schedules forming part of the Accounts for the Year ended March 31, 2016

Interest Expenses

Particulars

Interest on Overdraft Loan

Interest on Demand Loan

Interest on Trust Receipt

Interest on Term Loan

Interest on Hire Purchase Loan
Interest on Loan from Shareholders

Contingent Liability

Particulars

EB0060FOU00383 (Dairen Chemical (JIANGSU) Co. Ltd. China)
EBO060FOS01081(FEATHERLITE PRODUCTS PVT.LTD))
EBL/BRJ/DAA/007/0072 (TRONOX PIGMENT LTD, AUSTRALIA)
EBL/BRJ/DAA/008/0072 (EASTMAN CHEMICAL, SINGAPORE)
Bank Guarantee (EBLO060PG00191)

Note - 18
Current Year Previous Year
01.04.15 to 01.04.2014 To
31.03.16 31.03.2015
NRS NRS
1,923,975.50 3,603,619.88
- 2,409,920.20
- - 167,349.76
2,853,759.52 4,212,592.61
226,418.66 324,085.95

12,000,000.00

12,000,000.00

17,004,153.68

22,717,568.40

Note - 20
Current Year Previous Year
01.04.15 to 01.04.2014 To
31.03.16 31.03.2015
NRS NRS
2,251,798.25 -
585,290.64 -
4,365,270.00 -
1,788,696.00 -
* 750,000.00 -
9,741,054.89 -
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Kansai Paints Nepal Private Limited
Schedules forming part of the Accounts for the Year ended March 31, 2016

Income Tax:

Provision for income Tax:

Income tax has been provided in accordance with the Nepal Income Tax Act, 2058. The taxable income has been computed after claiming all the
business related deductible expenditure under Income Tax Act, 2058.

Income Tax Assessment:

The Income Tax assesment has been completed up to F/Y 2068/70 (up to Ashwin 14, 2069 equivalent to September 30, 2012). As per re-assessment
made by Income Tax Department, additional income tax liability of Rs. 14,25212.94 and VAT liability of Rs. 2,88,280.00 up to F/Y 2069/70 (up to Ashwin
14, 2069). These tax liabilities have been paid by the Company.

Ravaluation of Fixed Assets:
Fixed Assats are not revalued during the year.

Advances to Suppllers and Others:
The Company has given advances to suppliers amounting to NRs.56.29 Lakh and others in ordinary course of business, which is considered good and
recoverable.

Staff Bonus: :
Provision for Staff Bonus has been made amounting to Rs. 6688948.00 (PY: Rs. 6523440.00) during the year.

Housing Reserves:
Provision for Housing Reserves, as required under Sec 41 of Labor Act, 2048, has been made amounting to Rs. 3872550.00 (PY Rs. 3776728.00) during
the period.

The provision for housing reserve has been made @ 5% of net profit before tax and bonus.
However, the Company has not invested the amaunt of Housing Reserves in a separate fund in accordance with section 41(2) of Nepal Labour Act, 2048.

Earnings per share:
Earning per share has been calculated as below:

Current Year Previous Year

Particulars 01.04.156 to 01.04.2014 To
31.03.16 31.03.2015

Profit after tax for the year (Rs.) 49,920,821.85 67,794,857.56
Weighted average no. of equity shares (Units) 1,300,000.00 1,300,000.00
Dituted number of equity shares (Units) 1,300,000 1,300,000
Nominal value of shares (Rs.} 100.00 100.00
Basic Eaming per share {Rs.) 38.40 44.46
Diluted Earning per shars (Rs.) 38.40 44,46

Transaction with Related Partles:
The Company has following transaction during the period from

01.04.2015 to 31 03.2016 wilh related parties the detalls of the same are given hereunder:

Party Name Rela:::::aﬂsm Openlug Dr. Openling Cr. Perlod Dr, Parlod Cr. Closing Dr. Closing Cr.
Shalimar Investmant  {Common Director- - E 540,000.00| 540,000.00 g .
Co. Pvt.Lid. Advances
Kansai Nerolac Paints ing C o 32,288.294.3% 32,288,294.36 4,075,266.11 - 4,075,266.11
Lid, Kanpur, Jainpur  {Creditor
Kansal Nerolac Paints {Invasting Company- - 2,749,447 75 2,747,680.00 - B 1,767.75
Ltd., Patna Creditor
Goyal Hardware Common Dieclor- 632,251.35 . 2,342,378.44 2,423,321.35 551,308.44
Biratnagar{300069242) | Dabtor
Kansai Nerolac g C .| R .| R N R
Paints Ltd. Creditor
Kansai Nerolac Paints |investing Company- - 800.000.00 800,000.00 - p -
Ltd.Chennai |Creditor
Kansai Nerclac Paints {Investing Company- - 25,918,561.16 1,178,463.15| 13,369,556.82| - 39,109,654.83
Lid. Mumbai Creditor !
Pradeep & Co. Birganj | Common Director- - 170,00 - - 170.00‘

" 1(302116292) Advances ] v
Pradeep & Company | Common Direclor - - . - 2,442,709,70 . 2,442,700.70|
Pyt Ltd. Creditor
Shalimar Plaslic Common Direclor- B . . B N

|Industsies Pvi.Ltd. Advances
Siddhi Vinayak ,Birgunj [Related to Directior- B 45.00 1,346,859.56
Creditor 1,551,652.96 204,648.41
Siddhi Vinaysk Pvt Ltd, . - 7459 918’-0? s, 8,266,685.29 . 1.108.767.2j
Birgun} - AN
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Schedules forming part of the Accounts for the Year ended March 31, 2016

Kansai Paints Nepal Private Limited

Notes contd...
Party Name R"’:ﬁ:“f’"' e Opening br, Opening Cr. Period Dr. Pusfod Cr. Closing Dr. Closing Cr.
Shalimar Travels Gommon Director- 0.68 89,194.92 67,858.71 21,336.89]
Pit Ltd, Advances
Shalimar Travels 113,105.00] 260,653.00, 147.548.00
Pui. Lid.
Shalimar Travels Common Diractor - 121,420.44 121,420.44 -
Put. Lid, Advances
Shalimar Hospitality & {Common Director- 37,489.90 - 37.,499.90
Foods Pvt. Ltd, Creditor
Total 632,252.03 62,907,123.17 . 49,079,655.36 31,659,014.83 1,919,604.88 46,773,835.49
Current Liablilities:

The current liabilitles include a sum equal to Rs. 38648907.62

business.

Recognitlon of Deferred Tax Liabliity & Assets:

Deferred tax is measured based on the tax rates and the laws enacted or subst
are recognized only to the extent that ihere is reasonable certainty that suffici

deferred tax assets are realized.

The Company has recognized deferred tax liabilitles amounti
Profit and Tax Profit, for the reporting yearended March 31, 2

Opening Arising during Closing
Particulars Balance the perlod Balance
{NRS) {NRS) (NRS)

Deferred Tax Assets/{Llabllities)
On account of timing difference in:
a) Fixed Assets (5,084,170.00) (243,659.00) (5,327,829.00)
t) Closing Stocks (314,246.00) 532,987.00 218,741.00
¢) Gratuity 73,310.00 (65,020.00) 18.290.00
d) Housing Reserves 661,080.00 (111,636.00) 549,444.00
Net Assets /(Llablilities) {4,664,026.00) {4,541,354.00)

Working Capital Loan:

The company had taken working capital loan from shareholder amountin

Rs. 102 Million is from M/s Kansgi Nerolac Paints Ltd.,
obtaining. The details of total working capital loan is hereunder:

122,672.00

(PY) Rs. 2391461.84) received as advance from customers in the ordinary course of

antively enacted at the balance sheet date. Deferred tax assels
ent future taxable income will be available against which such

ng to Rs. 122672.00 Whlch resulted from the liming differences between the Book
016 in Income Statements, the details of which s as under:

g to Rs.150 Million in proportionate to their shareholding out of which a sum of

India for which approval from Depariment of Industry/Govemment of Nepal is under process of

Particulars Amount (NRS)
M/s Kansai Nerolac Paints Lid. 102,000,000.00
Mr. Ashok Kumar Baid 18,000,000.00
Mr, Jiban Kumar Agrawat 18,000,000.00
Mr. Rajkumar Baid 6,000,000.00

Mr. Vijay Singh Baid 6,000,000.00

Total 150,000,000.00

Interest on Working Capitat L.oan:

The company has provided interest on working capital loan from shareholders of Rs. 150 Million at the
has provided a sum of NRs. 12 Million (PY: NRs. 12 Million) as interast for

Loan Agreement is stilf under process by the Department of Industry (DQ1).

The total outstanding amount of interest not paid stands at NRs.39.48 million up to the reporting period.

Royalty:

The Company has paid Royalty amountfng to Rs. 5.42 Millions (PY Rs. 6

Nerolac Paints Lid., india, as per the agreement entered Into with them and

use of Trademark, Busines Systems & Know-how; Sofiware & patents & Ge

rate of 8% per annum. Accordingly, the company
the period from Apr 01, 2015 to March 31, 2016. However the approval of the

.26 milllons) for the period from Apr 01, 2015 to March 31, 2016 to "M/s Kansal

duly approved by the Government of Nepal. The Royalty is paid towards the -

neral Administrative & Management Services.

The company has deposited the reverse charge of VAT on Royalty paid to the Haléing Company M/s Kansai Nerolac Paints Ltd., India.

Deputation Service Charges:
The Company has provided the deputation service char

Kansal Nerolac Paints Ltd., india, as per the agreeme:

nt entered into with them.

provided by the parent company ta the subsidiary as per the requirement of the subsidiary.

The company has deposited the reverse charge of VAT on de
India up to December 31, 2015 as per the provisions of sec. 8(

Regrouping of Figures:

Previous Year's figures’ have been regrouped/rearranged wherever nacessary.

Miscellaneous:

All amounts are stated in Nepalese Rupess.

All the account confirmation with regards to sales, purchase, receivables and payables are né Savai

ges amounting to NRs. 8.76 Miflions for the period from April 01, 2015 o March 81, 2016 fo "M/s
The deputation service charge is paid towards the manpower service

putation service charge paid to the holding company, Kansai Nerolac Paints Ltd., Mumbai,
2) of Value Added Tax Act of Napal.




