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Independent Auditors’ Report
to the Directors of
KNP Japan Private Limited

Opinion:

We have audited, for the purpose of your audit of the consolidated Ind AS financial statements for the
year ended March 31, 2021 of Kansai Nerolac Paints Limited, India ("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 March 31, 2021, and the
Statement of Profit or Loss, Statement of total comprehensive Income, Statement of Changes in Equity
and statement of Cash flows attached thereto, for the year then ended and notes to the financiai
statements, including a summary of Significant Accounting Policies and other Explanatory Notes &
information.

In 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, 2008, as amended (‘the Act"} in the manner so required and, give a
true and fair view in conformity with the accounting principles gererally accepted in Nepal, of the state of
affairs of the Company as at March 31, 2021, its profit or loss including other comprehensive income, its
cash flows and the changes in equity for the period 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 further 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 Institute of Chartered Accountants of Nepal together with the ethica! requirements that are relevant to
our audit of the Group reponting under the provisions of the Companies Act, 2006 and the Ruies
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 provide a basis for our opinicn.

Key Audit Matters

Key audit matters are those matters that, in cur professional judgment, were of most significance in our
audit of the standaione financial statements of the current period. These matters were addressed in the
context of our audit of the standalone financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

BL.K, Agrawal & Cu, 15 a member of Crowe Global, a Swiss verein. Each mamber firm of Crowe Global is a separste and indepandent legal entity, B K Agrawal & Co. and its affilates are not
rasponsibla or hable for any acls of ormssions of Crowe Globa! or any olhar mamber of Crowe Global. Crowe Global does not have an ownerghip or parinesship interest in B.K. Agrawal & Co.










B.K. Agrawal & Co.

Chartered Accountants

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

a.

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

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;

In our opinion, the Statement of Financial Position, Statement of Profit or Loss and
Statemment 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;

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 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 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 concurrence.

-

Kathmandu

B.K. Agrawal, FCA' °
Managing Partner
For: B.K. Agrawal & Co.

Date: 27 April, 2021 Chartered Accountants

UDIN 210428CA00018etA11

Member Crowe Globat



KNP Japan Private Limited
Statement of Financial Position

As at March 31, 2021

Particulars

ASSETS

Non-Current Assets:
Property, Plant and Equipment
Intangible Assets
Capitafl Work in Progress
Ciher Non Current Assets

Total Non-Current Assets

Current Asgets:
Inventories
Financial Assets:
Trade Receivables
Cash & Cash Equivalents
Financial Agsets At Amortized Cost
Other Financial Assets
Current Tax Assets (Net)
Cther Current Assets
Total Current Assets

Total Assets

EQUITY AND LIABILITIES
Equlty:
Equity Share Capital
Other Equity

Liabilttles:

Non-Current Liabililies:

Financial Liabilities:
Cther Financial Liabilities
Provisions

Deferred Tax Liabilities (Net)
Total Non-current liabilities
Current Liabilities:
Financial Liabilities:

Trade Payables

Other Financial Liabilities

Other Cumment Liabilities
Current Tax Liabilities
Total Current liabilitles

Total Equity and Liabilities

Significant Accounting Policies

The notes referred to above form an integral part

af Financial Statements

For and on behalf of the board

Bt

Directar

Finance Executive r

Kathmandu
Date: 27th April, 2021

Notes

e T4 BN )

10
1
12
13

14
15

16
17

18

15
20

21
12

1-2
3-39

As At As At
March 31, 2021 March 31, 2020
{NRS) {NRS)
145,404,635.72 125,315,335.39
15,351,441 63 5.631,500.00
329,650.00 329,650.00

161,085,727.35

134,276,485.39

323,407,162.00

518,762,011.15
350,7986,632.27
120,000,000.00
312,019.40
4.859,881.1¢
40,965,300.81

198,189,955.66

583,576,932.66
187,337,944 .17
10,000,000.00
24,095 00

53.503,055.21

1,359,122,906.82

1,032,631,982.90

1,520,208,64.17

1,163,908,468.29

130,000,000.00
6§91,450,376.14

130,000.000.00
581,118,113 .06

821,450,376.14

711,118,113.06

29,965,952.55 25,965,952 55
23,585,507.16 22,365,352.32
5,085,970.00 5,584,700.00
50,637,429.71 57,816,004.87
223,685,275.69 172,399,284.82
402,813,852 63 221,512,123.81
13,620,600.00 675567 63
- 282 574.10
640,120,028.32 354,874,350.36

1,520,...,634.17

1,163,908,458.29

As per our atlached report

of even date

B.K. Agrawal, FCA
Managing Partner

B.K. Agrawal & Co.
Chartered Accountants




KNP Japan Private Limited
Statement of Profit or Loss
For the year ended March 31, 2021

Particulars Notes
Income:

Revenue From Operations 22
Other Income 23
Total Income

Expenses:

Cost of Sales 24
Adrministratrve & Operating Expenses 25
Selling & Distribution Expenses 26

Total expenses

Proflt Before Interest, Depreclation, Exceptional ltems &
Tax

Finance Cost 7

Depreciation & Amortzation Expenses 28

Profit Before Tax

Tax Expenses: 18

Current Tax 182
Deferred Tax 18.2
Profit for the Year

Significant Accounting Policies 1-2
The notes referred to above form an integral 339

part of Financial Slatements

For and on.behalf of the board

Finance Executive irector

Kathmandu
Date. 27th April, 2021

Year ended Year ended
March 31, 2021 March 31, 2020
{NRS) {NRS}

1.336.983,502.47
18,146,041.32

1,632,884,666.90
10,018,113.57

1,365,129,543.79

590,309,294.29
183.602,096.83
362 495,667.87

1,642,902,780.47

759,096,766.35
199,129,977 56
440,088,570.54

1,136,407,058.08

1,400,315,314.48

bt

218,722,484.80 234 ,587,465.98
15,459.98 78269
8,500,501.74 4,159,226 01
210,116,523.08 230,427 457.28
46,759,974 00 54,552,508.00
1,024,286.00 1,631 ARa AN

162,332,263.08 174,24

As per our attached reporl

of even date

oy,

B.K. Agrawal, FCA

Managing Partner
B.K. Agrawal & Co.
Chartered Accountants




KNP Japan Private Limited
Statement of Total Comprehensive Income
For the year ended March 31, 2021

, Year ended Year ended
Particulars March 31, 2021 March 31, 2020
(NRS) {NRS})
Profit for the year 12 232,263.08 174,241,290.28
Other Comprehensive income
itemns that will not be reclassified to profit or loss
- Actuarial Gain/{Loss) Remeasurements of the defined - -
benefit plans
Less: Income Tax on Above - _
ltemns that will be reclassified to profit or loss
Other Comprehensive Income - -
Total Comprehensive Income for the Quarter 162,332,261.08 174,241,290.28
For and on behalf of the board As per our attached reporl
W of even date
Finance Execulive m// B.K. Agrawal, FCA
Managing Partner
Kathmandu B.K. Agrawal & Co.
Date: 27th Apnil, 2021 Charlered Accountants
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KNP Japan Private Limited
Statement of Cash Flows
For the year ended March 31, 2021

Year ended Year ended
Particutars March 31, 2021 March 31, 2020
(NRS) {NRS)

{A) Cash Fiow from Operating Activities:
Proft/{Loss) before changes in working capital & 210,116,523.08 230,427 457 28
Non-recurring Income & Expenditure.

Add:

Depreciation 8,590,501.74 4,159,226.01
Interest Expenses 15,459.98 78269
Non Qperating Expenses 1,873,899.00 2,247,203.00

Other Comprehensive Income({ Expenditure) net of taxes - -
Earlier year Adjustments - -
Non Operating Income - 943,528.52

Cash from Operating activities before changes in Working 220,596,383.90 237,778,197.50
Capital

Changes in working Capital

Decreasef{Increase) in Current Assets

(48,172,454 63)

{128,176,512.32)

Increase/(Decrease} in Non Current Liabilities 721,424 84 18,246,452 42
Increase/(Decrease} in Current Liabilities 243,035,325.03 97,987,586.70
Utilization of CSR Fund {404,057.97) {549,632.19}
Cash from Operating activities before tax paid 415,776,621.07 225,296,092.11

Income Tax Paid

Net cash flow from Operating Activities

{B) Cash Flow from Inveating Activitles:
Purchase of Property, Plant and Equipment

Increase in CWIP

(51,902,829.2¢)

(53,351,978.27)

363,873,791.78

171,834,113.84

{37.214,760.51)
{9,719,941.63)

(26,415,332.18)
{5,147,015.55)

Investment At Amonrtized Cost {in Term Deposits) (110,000,000.00) {10.000,000.00)
Fixed Assets Sales 8,534,958.44 18,487 861.71
Net Cash Flow from Investing Activities {148,359,743.70) {23,074,487.02)
(C) Cash Flow from Financing Actlvities:
Interest Paid {15,453.98) (782.69)
Dividend Paid {52,000,000.00) {52,000,000.00)
Increase/(Decrease) in Medium & Long Term Loan - -
Net Cash Flow from Financing Activities (52,015,459.98) (62,000,782.69)
Net Cash Flow (A+B+C) 163,458,588.10 96,856,544.12
Opening Cash and Cash Equivalents 187 237,944 .17 90,479,100.04
Closing Cash and Cash Equivalents 350,796,532.27 187,337,944 17
For and on behalf of the board As per our attached report

Finance Executive cto m// B.K. Agrawal, FCA

Managing Partner
Kathmandu B.K. Agrawal & Co.
Date: 27th Apil, 2021 Chartered Accountan







KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2021

1) Corporate Information:

KNP Japan Private Limited (Formerly: Kansal Paints Nepal Privale Limited) {"the Company™) is a private limited company incorporated
under the Companies Act of Nepal on July 29, 2002 (Shrawan 13, 2059) vide regislration no. 20268/059/G0. The Company 15 domiciled
and incorporated in Nepal and has its registered Office and principal place of business is at Aadarsha nagar, Birgunj. Nepal and the
manufacturing Unit is situated al Lipni Birta V D C |, Parsa District, Nepal

2

The man 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 and is subsidwary of Kansai Nerolac Paints Limiled,

Significant Accounting Policies:

21
2.1.1

aj

b)

Basis of Preparation:

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 Institute of Charlered Accountants of Nepal (ICAN}). The company had adopted NFRS [ st
ime for the financial Year ended July 16, 2018 Current Accounting period being of between Apnl 2020 lo March 2021

Basis of Measurament:
The financial stalements have been prepared on (he historical cost basis except in the case of the following material items in the
statement of financial position;

Impairment of assets recognized based on the recoverable value of the zssets.

Critical Accounting Estimates:

The preparation of the financial statements in conformity with Nepal Financial Reporling Standards requires the use of cerlain
critical accounling estimates and judgments. It atso reguires management to exercise judgment in the process of applying the
company's accounting policies The company makes certain estmates and assumption regarding (he fulure events, Eshmales
and judgments are continuously evaluated based on historical experience and other factors. including expectations of fulure
evenis that are befieved to be reasonable under the circumstances. tn the future, actual result may differ from these eslimales
and assumptions. The estimates and assumptions that have a significant risk of causing a material adjustment 1o the carrying
amounts of assets and liabihlies within the next financial year pnmarily includes:

Income Taxes

Current Income Tax

Current Income tax is recognized in Lhe income statement excepl to the extent that it refates to items recogrized directly to
equity. Current tax is the expected tax payable on the taxable income for the year using 1ax rates al the bafance sheet date and
any adjustment to tax payable in respect of previous years

Currenl tax comprises ihe expacted tax payable or receivable on the taxable income or ioss for the year and any adjustment to
ihe tax payabie or receivable in respect of previous years. The amount of current tax reflects the best eshimate of the tax amount
expected to be paid or received aiter considering the uncertainty, if any, related to income taxes. It 1s measured using tax rates
{and lax laws) enacted or substantively enacted hy the reparting date.

Current tax assets and current tax liabilibes are offset only if there is a legally enforceable right to set off the recogmzed
amounts, and it is intended to realize the asset and seltle the lizbility on a net basis or simultaneously.

Deferred Tax

Deferred tax is recognized in reaspect of temporary diffierences between the carrying amounts of assets and liabilities for financial
reporling purposes and the corresponding amounts used for laxation purposes. Deferred tax is also recognized in respect of
carried forward tax losses and lax credits.

Deferred tax assets are recognized to the exlent that it is probable that future taxable profits wilt 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 that it has
sufficient taxable tempaorary diflerences or there is convineing other evidence that sufiicient taxabie profit will be available against
which such deferred tax asset can be realized. Deferred tax assets — unrecognized or recognized, are reviewed at each reporting
date and are recognized/ reduced to the extent that il is probable/ no {onger probable respectively that the ralated tax benefit wil
be realized.

Deferred tax is measured at the tax rates that are expected to apply to the period when the asset is realised or the liability is
settled. based on the laws that have been enacted or substantively enacted by the reporting date. The measurement of deferred
tax reflects the tax conseguences that would follow from the manner in which the Company expects, at the reporling date, to
recover ar settle the carrying amount of its assets and liabilities.

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

W

/










KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2021

f)

Notes conid...

v Egaty mvestments

v

All equity investments in scope of NFRS 9 are measured at fair value. Equity instruments which are held for trading and
cuntingent consideration recognised by an acquirer ir a8 business combination to which NFRS @ apphes are classified as at
FY1P1  Equily instruments included within the FVYTPL category are measured at fair value with all changes recognised in the
PaL

Financial habifittes

Financial lizbilities are subsequently carmed at amorlised cost using the efiective interest method, except for contingent
consideration recognised 1n a business combination which 15 subsequenily measured at fair value through profit and loss For
trade and other payables maturing within one year from the balance sheet date, the carrying amounts approximate the fair value
due to the short maturity of hese instruments

Interesi-beanng loans and borrowings are subsequently measured al amortised cost using the Effective Interest Rate method
Gains and losses are recognised in statement of profit or loss when the liabilities are derecognised as well as through the
EHective Interest Rate (CHR} amontisation process. Amorhised cost is calculaled by taking into account any discount or premium
on acquisition and fees ot cosls that are an integral parl of the CIR. The EIR amortisation is included as finance costs in the
statemenl of profit and loss.

Reclassification of financial assets

The Company determines classification of financial assets and liabilities on initial recognition. Afler initial recognition no
reclassification is made for financial assets which are equity instruments and financial liabilities For financial assets which are
debl instrumants, a reclassification 13 made onty if there 15 @ change in the business model for managing thase assets Changes
10 Ihe business model are expected 1o be infrequent. The Company's senior management determines change in lhe business
model as a result of external or internal changes which are significant to the Company’s operations A change in the business
model ocours when the Company ether begins or ceases to perform an activity that is significanl to its operations. If Ihe
Company reclassHies financial assels, it applies the reclassification prospectively from the reclassification date which 1s the first
day of the immediately next reporling period following the change in business model. The Company does not reslale any
previgusly recognised gains, losses {including impairment gains or losses) or interest.

OHNsetting of financial instruments

Financial assels and financial liabillies are offset and the net amount 1s reporled in the conselidated balance sheet if there 15 a
currenily enforceable legai right to offset the recognised amounts and there is an intention to settle on a net basis, to reaiise the
assets and seifle the Kabilities simuitaneously,

De-recognition of financial Instrument

A financial asset is primarily derecaognised when:

- the rights to receive the cash flows from the asset have expired or

- the Company has transferred ils rights to receive cash flows from the asset or has assumed an obligation to pay the received
cash flows in full without material delay 1o a third party under a 'pass-through' arrangement; and edher {a) the Company has
transferred substantially all the risks and rewards of the asset. or (b} the Company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Company has transferied its nght to receive the cash flows from an assel or has enlered into a pass-lhrough
arrangement, it evaluates if and 1o what extent il has retained the risks and rewards of ownership. When il has neither
transferred nor retained substanlially all of the risks and rewards of the asset, nor transferred control of the assel, the Company
continues lo recognise the transferred asset to the extent of the Company's continuing involvement. In that case. the Company
also recognises an associated liability. The transferred asset and the associated liability are measured on a basis hat reflects
the rights and obligations 1hat the Company has relained.

A financial liability is derecognised when the obligalion under the lfiability is discharged or cancelled or expires. When an exsting
financial hability is replaced by another from the same lender on substantially different terms, or the terms of an existing Yabilly
are substantially modified, such an exchange or modification is treated as de-recognition of the original liability and the
recognition of a new liability. The difference in the respective carrying amounts is recognised in the statement of profil or loss.

Fair value measurement:

The Company measures financial instruments, such as, derivatives at fair value at each balance sheet date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaclion between
marked parlicipants at the measuwement date.

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

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

All assets and liabilities for which fair vaiue 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 markels for identical assets or liabililies. o
= Level 2 - Valuation techniques for which the towest level input that is significant to the fair value measurel;nent |s.ﬂ|reclly qr

indirectly observable. / T
+ Level 3 - Valuation techniques for which the IoweNevel innut that is significant to the fair value measurefpertt & unobserva*bié y
l'J'_l
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KNP Japan Private Limited
Notes forming parl of the Accounts for the year ended March 31, 2021

2213

2.2.14

2.215

22186

2217

Notes contd...

The parameter most subject lo change s the discount rate. In determining the appropriate discount rate. management considers
the interest rates of government bonds due o absence of quality corparate bonds in currencies consistenl with the currencies of
the post-employment benefit abhigation. The mortality rate is based an publicly available morality tables for the country.

Thase morality lables 1end to change onky at ntervals in response to demographic changes. Future salary increases and
pension increases are based on exposed futura inflation rates for the country.

Retirement Benefits:

The Company has schemes of retirement benefits for staffs in the form of provident fund, gratuity and leave encashment
Employee Provident fund is mamtained on an cqual contributory basis and company has made contribution at the rates
prescribed by Provident Fund Act of Nepal Both employer and employee condribution 1s maintained in a separate fund account
in Bank as per local acl of Nepal

Staff bonus has been made in accordance with the provision of the Bonus Act 2030,

The company has obtained Acluarial Valuation reporl for Gratuity Liability up to FY 2074/75 of continuing stafls. Accumuiated
differential Gratuily liability and |.eave Encashmenl Liabity compared to Actuanal Valuation of those Fund assets and liability
have been recognized in current penod / Previous yeat's Comprehensive income Statement, f rom FY 207576 the company has
policy of providing the gratuity liability @ 8.33% of basic salary as required under labour Act, 2074,

Since statutory provisian for Gratuity obligation has changed from defined benefit to defined coninbulion nature according to
recently amended Labouwr Act of Nepal applicable from Bhadra 18, 2074 (September 4, 2017}, Actuanal Valuahan habilty has
been deterrined till Bhadra 18. 2074 (Seplember 03, 2017} only and Company will be exonerated from any hatility on account of
Gratuily on the transfer of iability to a designated Fund.

However, the company has provided lhe grartuily liability @ 8.33% of basic salary as required under Mew Labour Acl, 2074 as
the liability is final.

Trade and other payables:
Trade and other payables are stated at their cost.

Rovenue Recognition:

Sale of goods

Revenue is recognized to the extent that it is probable that the economic benefits will flow 1o 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 consideralion
received or receivable net of Value added tax and Excise Duty. Revenue comprises sale of painls, dispensing and mixing
Machines (Colourant Machine} and allied services relating to paints business.

Revenue 15 recognized upon transfer of ownership of goods to the customers, provided pervasive ewidence of an arrangement
exists whereby collectability of revenue is reasonably cerlain and no performance cbligation is pending. Revenue from sales of
goods or rendering of services is net of Indirect 1axes. returns and discounts.

Interest income
Interest Income is recognized on the time proportion basis

Net financing costs

Net financing costs comprise interesl payable on borrowings calcdated using the effective interest rate method, foreign
axchange gains and losses,

Interest income is recognized in the income statement as it accrues, laking inlo account the effective yield on the asset. Dividend
income is recognized in the income statement when {he right to receive payment is established.

Segment reporiing:

A segment is a distinguishable component of the company that is engaged either in providing products or services/business
segment, or in providing products or services within a parlicular economic envircnment/geographical segment, which is subject
to risks and rewards that are different from those of other segments.

The Company is primarily engaged in a single segment (business and geographical} i.e. manufacturing and sales of different
type of paints and chemicals including machines used for colour mixing called (Colour Banks} in trade. The Company is
managed as one entity and is governed by similar sets of risks and returns. All assets are located at Mepal. Accordingly,
disclosures required as per Accounling Standard on Segmenl Reporling are not made.

Discontinued operations:
A discontinued operation is a clearly distinguishable compenent of the company’s husiness that is discontinued or terminated
pursuant ta a single plan. and which represents eparate major line of business or geographical area of operelions.






















KNP Japan Private Limited

Notes forming part of the Accounts for the year ended March 31, 2021

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

Name of the Shareholder

- Kansai Nerolac Paints Limited, India
- Ashok Bad

- Jeevan Kumar Agrawal

- Raj Kumar Baid

- Vijay Singh Baid

15. Other Equity/Reserve & Surpfus
Particulars

Income Statement Balance

Opening Balance

Add. Profit for the Years

Prior year adjsutmeants-

Dividend Paid

16. Other Hon Current Financial Liabilities
Particulars

Short Term
Staff Weltare Fund

16.1, Staff Welfare Fund

As At As At
March 34, 2021 March 31, 2020
(NRS* (NRS)
68% 884,000 884.000
12% 156,000 156.000
12% 156,000 156,000
4% 52,000 52 000
44 52,000 52,000
1,300,000 1,300,000
As At As Al
March 31, 2024 March 31, 2020
(NRS) (NRS}

581.118.112.06
162,332,263 08

152.000,000.00)

458,876,822 78
174,241,290 28

FEN AMA ASEL P

0,376.14
As At As At
March 31, 2021 March 31, 2020
(NRS} {NRS)
161 29.965.952.55 29,965 452 55

29,965,952.56

29,965,962.55

Staff Weifare Fund consist of 70% amount allocated out of undistributed bonus as required under Bonus Act, 2030,

17. Provisions

Panticulars

Long Term

For Employee Benefits
Leave Encashment
Housing Reserve

Short Term

17.1. Leave Encashment

As At
March 31, 2021

{NRS)

171 2,285 555,16
17.2 21.299,952.00

As At
March 31, 2020
(NRS}

1.065,400.32
21.299,852.00

3T ERE RAT A

22,365,3562.32

it is the amount provisioned on accumulated leave provided as per New Labour Act, 2074, The company has nol done acturial valuation for

the same.

17.2. Housing Reserve

It is the amount allocated as required under old Labour Act, 1992. The allocation 15 @ 5% of Net Profit. However the provision has been
stopped from FY 2017/18 as the same is not required under New Labour Act, 2017,

=
PR







KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2021

20.1. Provisions

As At As At
Particulars March 31, 2021 March 314, 2020
— (NRS) {NRS}
Provision For Stafl Bonus 2011 23,396,276 .98 19,139,874 00
Provision For Provident Fund 4,128 384 00 1,403,360 00
Provision for Selling & Distribution and Other Expenses 2012 253.232.334.14 16262176115
Allocattion for C5R Fund 2013 6,781,351.28 5311.510.25
Gratuity (Cxpected Malutity within 1 Year) 2014 1,815,258.19 B65, 607.20
SR T o

20,11 Provision for Staff Bonus

Provision for Staff Bonus has been made at 10% of nat profit. 1he balance as on date amounts to Rs 22 .4 million {PY Rs 19,14 milon}
20.1.2 Provision for Selling & distribution Expenses

A provision is recognized when the enterpnse has a present obligation as a resull of past events and 1t 1s probable thal an oulflow of resources
and transfer of econamic benefits will be reguired to settie the obligation in respect of which a reliable estimate can be made.

The amount of provision recognized 15 the management's besl esbmale of expendilure required o settle the presenl obhgation as al the
reporting date. Management reviews provisions at each balance sheet date and is adjusted (o reflect the best current estimate. If it 15 no
{onger probable that a an oulflew of resourceftransfer of economic benefis will be required to setlle the obligation, the prowision (s reversed.

As At As At
Particulars March 31, 2021 March 31, 2020

{NRS) (NR&
Provision For Sales Commission 87,736 00 63.5%0,3u/ 85

Frovision For Trip Scheme

Provision For Pamter Scheme
Pravision For Advertisament

Praovision For Painler Token

Provisian For Dealers Season Scheme
Provision For Sales Promotion Others

7,368,860.00
16,381, 568.00
31,876,828.00
5,856,692.00
25,328,157 00
42243 476 18
feeeu2,403.18
30,339,930.96
253,232,334.14

16,455,000 00
21895618 42

4,200,041 33
10,139.497 29
12,07 700 00

128,3ww, =4.89
45,315,616.26
163,621,761.15

Provision for Other Expenses

20.1.3. CSR Expenses
The company has provided 1% of its Net Profit before tax towards Corporate Social Respaonsibility {CSR) as required under Section 54{1) of
the Industnal Enterprises Acl, 2076. The fund created for the CSR is to be ulilized in the prescribed sector on the basis of annual plans and
programs as per the Industrial Enterprises Acl, 2076. Since such seclors are yet to be specified in the Regulations, the amount allocated for
CSR remains unutilized.

Accordingly The Company has allocated for CSR Fund @ 1% of Net Profit befare Tax during the year for Rs.1.87 million (PY Rs.2.25 million).
The total Provision as on repoding date amounts to NRs.6.78 million {PY 5.21 million),

As At As At
Pariculars March 31, 2021 March 31, 2020

(MRS) {NRS)
Opening Balance 5.311,510.25 3,613.839.44
Provided During the year 1.873,899.00 224720300

Utilized During the year (404 057 97}

{549,632.19)

Closing Balance £,781,351.28

5,311,510.25

20.1.4, Gratuity
The Company has provided the gratuity liability @ 8.33% of basic salary as required under New Labour Act, 2074,

21. Other Current Liabilities

Particulars e TN

As At As At
March 31, 2021 March 31, 2020
{NRS)
679,967 .63

/ RO R {NRS)
A.—'/’ Y c‘-\.\ 13,620,600.00

Advance From Customers

(G T =

A )

Advance from customer are received in the ardinary course of busingsg.’ PRI \ /
AN -

£79,967.63



KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2021

22. Revenue From QOperations

Particulars Year ended Year ended
e March 31, 2021 March 31, 2020
{NRS) {(NR5}

Sale of Praducts

Paint Sales {Net) 1275885638 47 1,562,932.372.60

Raw ™° terial Sales

Colowmant Sales (Net) 58 906,824 .00 66,605,180 00

Other Operating Revenue

Scrape Sales 2,191.040.00 3,347 114 30
1,336,981 502 47 - 1,632,884,666.90

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 recewved 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 15 recognized upon transfer of ownership of goods to the customers, provided pervasive evidence of an
arrangement exists whereby collectability of revenue is reasonably cerlain and no performance obligation 15 pgnding.
Revenue from sales of goods or renderning of services is net of Indirect taxes, returns and discounts
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KNP Japan Private Limited

Notes forming part of the Accounts for the Ended March 31, 2021

24.2. Changes in Inventories of Finsihed Goods, WIP & Stock in Trade

Faniculars

Stock at the Beginning of the Year
Finished Goods
Sem: Finished Goods

Stock at the end of the Year
Fimished Gaods
Semi Finished Goods

Add: Purchase of Finished Goods

24.3, Production & Manufacturing Overheads

FParticulars

Consumption of Store & Spares

Labour Wages & Other Bengfits
Electricity Expenses

Repair & Mamtenance:

- Machinery

- Generators

- Buillding

Insurance Expenses

Other Production Expenses
Staff Welfare Production
Securily Expenses Factory
Cleaning/Housekeeping Expenses
Laboralory Expenses
Generator Running Expenses

<L

Year ended Year ended
March 31, 2021 March 21, 2020
{NRS) {NRS)

126,805.608.13
210.41F o0

162.363,571.36
219,415.9)

127,025,02.....

160,128,008.91
219,415.90

162,682,987.26

126.805.608.13
219.415.90

160,347,424.81%

$27,025,024.03

575.400.00

3772400, .,

36,133,363.23

Year ended Year ended
March 31, 2021 March 31, 2020
{NRS) {NRS)
1.202,748.30 73136571

20.411.382 17
1,544,526.30

1,245,211 44

188,4765.50
2.950,487.25
308 641 14

2,348 579.03
683.458.28
12348583

1,162,224.00

27,334 450 08
1.622 45669

738.944.41
15487318
2.30%.751.11
3,297.943.13
1,767,323.59
208.393.00
3,392,850 00
476,215 00
3,257 26

Tan 187 nE

32,170,218.94
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KNP Japan Private Limited
No  forming part of the Accounts for the Ended March 31, 2021

25.%.1 Deputation Charges

The Company has provided the deputation service charges amounting to NRs.11 Million for the period fram April 1. 2020 to March 31, 2021 to *M/s
Kansai Merolac Paints Lid.. India. 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 Nofe 25,

The company has deposited/provided the reverse charge of VAT on deputation service charge paid/payable to the Holding Comgpany, Kansai
Merglac Paints Ltd., India as per the provisions of sec. 8(2) of Value Added 1ax Act of Nepal.

25.1.2 Contribution to Social Security Fund

The Company has schemes of employment benefils namoly Social Security fund as per labour act 2017 Cligible employees receive the retirement
bernefit plan established with Social Security Fund (SSF) which is a defined contribution ptan. Both the employee and company rake monthly
contributions to the SSF plan equal to 28.33% percent (18 33% by Employer & 10% by Employee) of the basic salary/wages.

25.1.3 Leave Encashment
The company has provided Leave liability as per accumulated leave provided as per Labour Act, 2074
The company has not done acturial valuation for leave liability as the impact was considered immalerial by the management,

25.2. Auditer Remuneration

Paricutars Year ended Year ended
T March 31, 2021 March 31, 2020
{NES5) {NRS)
Statutory Audt Fee 350.000.00 350.000.00
Tax Audit Fee 75,000.00 74.000.00
425,000.00 425,000,00

25.3. Royalty Expenses
The Royalty is paid towards lhe use of Trademark, Business Systems & Know-how, Software & palents & General Administrative & Management
Services @ 1% of Net Sales of Licensed Products (Net of Taxes) as per clause 3 1.1 of Arlilce |1l of Techina! License Agreemenl

However from July 17, 2018 the company has proposed o increase royally to 2 % ie. clause 3.1 1 of article Il will be changed to 2% from 1%.
Accordingly, The Company has booked Royalty amounting to NRs. 11,288 Millions for the penod from April 1, 2020 to March 31, 2021,

25.4. Provision for Bad Dabt
The Company has made pravisions for Bad Debt during lhe year for Rs.35 million (PY Rs.45 mifion). The total Provision as on reporting date
amounts to NRs. 194 76 milions {PY159.76 millions}.

R s Year ended Year endad
2 March 31, 2021 March 31, 2020
{NRS} {NRS}
Opening Balance 159,757 000.00 114,757,000.00
Pravided During the year 35,000,000.00 45,000 .00
Closing Balance 194,757 ] TRG TR? tees ND




KNP Japan Private Limited

Notes forming part of the Accounts for the Ended March 31, 2021

25.5 CSR Expenses

The Company has allocated for CSR Fund @ 1% of Net Profil befere Tax (PY Met Profit After Tax) (as required under section 54 of Industrial
Enterprise Act. 2076) during the year for Rs.1.87 million {PY Rs 2.25 millian). The total Provision as on reporling date amounts to Rs 6.78 millions

{PY Rs.5.31 millions).

Particulars

pening Balance
Frowvided During the year
Ulihzed Dunng the year
Closing Balance

26. Selling & Distribution Expenses

Particulars

Advertisement

Transportalion/Loading-Unloading

Painter Token

Sales Promaotion

Sales Commission
TripfTravel Scheme
Panter Scheme Expenses
Dealers Season Scheme
Colourant Amc Charges

27. Finance Cost

Year ended Year ended
March 31, 2621 March 31, 2020
(NRS} _ e
5311.510 25 G L, T e
1,873.899.00 2,247 ,203.00
{404 057 97) {549 632.19)
6,781,351.28 5,311,510.25
Year ended Year ended
March 31, 2021 March 31, 2020
{NRS) {NRS)

59.228,567.06
42,307,354 .62
10.517.840.67
26,000,079.44
06,315,083 02
19,312,408.90
34,846 856 .07
7027363023

3,693 8456.66

94 104,379 186
44 805672 66
13 104,865.33
38,575,285.62
114,019.462.25
25,305,343.80
33,717,927 17
72,588,264 55
3.867.360 00

362,495,667.87

440,087 570,54

Finance costs comprises of interest on shorl term borrowings in lhe form of bank overdrafts. All these cost are carried al amorlized cost using

effective interest rate as required by NAS 39,

Particulars

Inlerest Expenses

28. Depreciation And Amortization Expenses

Particulars

Depreciation f Amaortisation for the year

Tangible Assets

Yaoar ended Year ended
March 31, 2021 March 3t, 2020
“IHSI (NRS}

15,459 98 782 69
_ 1R 459,98 782,69
Year ended Year ended
March 31, 2021 March 31, 2020
| Ll (NRS}
8,590.501.74 4,159 226 01
8,56__,.01.74 9,226, .

oD




KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2021

29. Earning Per Share
Company presents basic and diluted Earmings Per Share (EPS) for its ordinary shares.

Basic EPS amounts are calculated by dividing the profit or loss for the year attributable to ordinary equity holders of the
campany by the weighted average number of equity shares outstanding during the year,

Diluted EPS amaounts 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 that would
be issued on gonversion of all the dilubve potential ordinary shares into ordinary equity shares.

Particulars Year ended Year ended

—_— March 31, 2021 March 31, 2020
(NRS) {NRS)

Profit for the year (Rs.) after tax 162,332,263 174,241,280

Weighted average number of shares 1,300,000 1,300,000

Basic Earning per share (Rs.} 125 134

Dituted Earning per share (Rs ) 125 134

“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, 2021

1. Dividena:
Dividends on ordinary shares are recognised as a liability and deducted from equity when they are approved by the Company's
shareholders Interim 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 15 only disclosed as a note
to the financial statements

Particulars As At As At

——— March 31, 2021 March 31, 2020
__(NRS ) (NR3)

Dividend Paid during the year 52,000,0uu.0u 52.000,000.00

{Proposed for approval at the annual general meeting not

recognised as a liability as at reporling date of Nepal FY)

Dwidend Per shares: 40.00 4000

32. Capital Management:

Far the purpose of the Company's capital management, capital includes 1ssued equity capital, share premium and all other equity
reserves attributable to the equity holders and Redeemable Freference Share capital which is considered as hability under NFRS
The primary objective of the Company's capital management 15 to maximize the sharehalder value.

The Company manages its 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 1ssue 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 equivalents.

The company has ng any borrowings and has nil debt equity ratio.
No changes were made in the objectives. policies or processes for managing capital during the year ended 31 March, 2021 and

March 31, 2020.
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Notes forming part of the Accounts for the year ended March 31, 2021
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Notes conid. ..

Provision for Selling & Distribution Expenses:

The company has made pravisions for sales promation expenses & other sales related expenses like trip schemes, dealer season
schemes etc based on the estimated calculations related to the sates for year ended March 31, 2021. The summary of provisions
made dunng the year are given below.

. Openin Closin Provision created
Particulars B':Ianc&.f-l Balanc?e for the period
Prowvision Far Sales Commission 63.515,987.85 B7.736,770 Q0 TN UB-D_-
Prowvision For Trip Scheme 16.455,000.00 7.368,860.00 7.368.860.00
Provision For Painter Schame 21,995618.42 16,381 568 .00 16.381, E
Prowisinn For Advertisement - 31,876 838.00 31.876,838.00

m For Painter Te 4,200,041.33 5,856,632 00 5 BS6,692.00

et FOr Dealers Season
Scheme

10,138.497 29

25328197 00

25328197 .00

Provision For Sales Promotian
Others

12,000,000.00

48,343,478 18

11.218.805.00

Total

128,306,144.89

222,892,403.18

185,767,830.00

Period & Purpose of Financial Statement:

As per the provisions of Income Tax Act, 2002. the period of financial statements should be from the date of registration to the
end of financial year 1e. July 16, 2019 However this financial statement has been prepared for the period from Apnl 01, 2020 to
March 31, 2021 for purpose of consolidation with the holding company M/s Kansai Nerolac Paints Limited, India.

Events after Reporting Date:
i) No circumstances have arisen since the reporting date which would require adjustments to, or disclosure in the financial
statements.

i) Assessment of Impact of COVID 19:

The spread of COVID-19 pandemic has severely impacted many economies around the globe including Nepal where businesses
arg being forced to cease or limit operations resulting in an economic slowdown, Although, the government and central bank have
responded with monetary and fiscal measures to stabilize the economic conditions, there is not much relief available to the
company as of the 1ssue of these financial statements.

The Government of Nepal had announced complete lockdown from March 24, 2020 onwards to cantrol the spread of COVID 19
Pandemic which was partially lifted from June 15, 2020. The operation of the comany has been completely stopped during the
lockdown and slowly started its operation after the lockdown was partially lifted. The management, by using the internal and
external information up to the date of approving these financial statements, has assessed the effects of lcckdown on the carrying
amounts of its fixed and current assets including PPE, trade receivables and inventones, it expects that the carrying amounts of
these assets will be recovered. Further, based on the possible impacts of the Pandemic on the operations and future cash flows.
the company has assessed s ability to continue as a going concern. However, the impact assessment of COVID-18 15 a
continuing process given the uncerlainties associated with its nature and duration and accordingly the impact may be different
from what was estimated as at the date of approval of these financial results. The company is continuing to monitor any matenal
changes that may affect its future economic conditions.

Regrouping of Figures:
Previous Year's figures’ have been regrouped/rearranged wherever necessary.

Miscellaneous:
All amounts are stated in Nepalese Rupees {NPR).

All the account confirmation with regards to Bank Balances, sales, purchase, re
from them.

jvables and payables are in process of obtaining




