Prescient Color Ltd

NOTE NO25: NOTES TO THE FINANCIAL STATEMENTS

1. General Information:

Prescient Color Ltd (“The Company”) was incorporated on 23rd June 2006 to provide the best solutions in
masterbatches with specific focus on the textile and specialty plastics industries.

2. System of Accounting:

(i)
(ii)
(iii)

The Company follows mercantile system of accounting and recognizes income and expenditure on accrual basis except
in case of significant uncertainties.

Financial statements are prepared under the historical cost convention. These costs are not adjusted to reflect the
impact of changing value in the purchasing power of money.

Estimates and assumptions used in the preparation of the financial statements and disclosures are based upon
Management’s evaluation of the relevant facts and circumstances as of the date of the financial statements, which may
differ from the actual results at a subsequent date.

3. Significant Accounting Policies :

(i)

(ii)

(iii)

Basis ofPreparation :

The Financial Statements are prepared in accordance with the Generally Accepted Accounting Principles (“GAAP”) in
India under the historical cost convention on an accrual basis, and are in conformity with mandatory accounting
standards, as prescribed under Section 133 of the Companies Act, 2013 ('Act') read with Rule 7 of the Companies
(Accounts) Rules, 2014, the provisions of the Act (to the extent notified).

Accounting policies have been consistently applied except where a newly issued accounting standard is initially adopted
or where a revision to an existing accounting standard requires a change in the accounting policy hitherto in use.

Use of Estimates

The preparation of Financial Statements in conformity with Indian GAAP requires the management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and the
disclosure of contingent liabilities, at the end of the reporting period. Although these estimates are based on the
management's best knowledge of current events and actions, uncertainty about these assumptions and estimates
could result in the outcomes requiring a material adjustment to the carrying amounts of assets or liabilities in future
periods.

Fixed Assts :
(a) Tangible Assets :

Fixed Assets are stated at cost of acquisition along with attributable costs, including related borrowing costs, for
bringing the assets to its working condition for its intended use, less accumulated depreciation.

(b) Intangible Assets :

Costs incurred on acquisition, development or enhancement of intangible resources are recognized as intangible
assets if these are identifiable, controlled by the Company and it is probable that future economic benefit
attributable to the assets would flow to the Company. Intangible assets are stated at cost less accumulated
amortization and impairments, if any. Cost includes taxes, duties and other incidental expenses related to
acquisition, development and enhancement.

(c) Borrowing costs that are directly attributable to the acquisition or production of a qualifying asset are capitalized
as a part of the cost of that asset. Other borrowing costs are recognized as an expense in the period in which they
are incurred.

(d) The cost also comprises of exchange differences arising on translation / settlement of long-term foreign currency
borrowings pertaining to the acquisition of fixed assets.



(iv)

v)

(vi)

(vii)
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Depreciation:

Depreciation on tangible assets is provided on the straight-line method on pro-rata basis, over the useful lives of assets
as prescribed in Schedule — Il of the Companies Act, 2013, or as assessed by the Management based on the technical
evaluation by an approved valuer.

Assets whose acquisition value is less than Rs. 5,000 are depreciated 100% during the year of acquisition.

Useful life of the following asset classes differs from that prescribed by Schedule Il :

Asset Class Useful Life Aopted UsefulLife as per Schedule I

Plant & Machinery 9 7.5

Impairment of Assets

The carrying amounts of Cash Generating Units / Assets are reviewed at the Balance Sheet date to determine whether
there is any indication of impairment. If any such indication exists, the recoverable amount is estimated as the higher of
net selling price and value in use. Impairment loss is recognized wherever carrying amount exceeds recoverable
amount.

Investments :

Long-term Investments are carried at cost including related expenses, provision for diminution being made, if
necessary, to recognize a decline, other than temporary, in the value thereof.

Current investments are valued at lower of cost and fair value.

Inventories:

Inventories are valued at lower of Cost and Net Realisable Value.

(a) Raw Materials, Packing Materials, Stores and Consumables are valued at Weighted Average Cost.

(b) The cost of Finished Goods and Work-in-progress (Semi-finished Goods) is ascertained by Weighted Average of
Cost of Raw Material and standard rate of conversion and other related costs for bringing the inventory to the

present location and condition.

(c) Provision is made for obsolete and non-moving items.

(viii) Research and Development

(ix)

)

Research and Development expenditure of a capital nature is added to Fixed Assets and depreciation is provided
thereon. All other expenditure on Research and Development is charged to the Statement of Profit and Loss in the year
of incurrence.

Foreign Currency Transactions

(a) Transactions in foreign currencies are recorded at the exchange rates prevailing as on the date of the transaction.
Monetary items are translated at the year-end rate. The difference between the rate prevailing as on the date of
the transaction and as on the date of settlement and also on translation of monetary items, at the end of the year,
is recognised as income or expense, as the case may be.

Revenue Recognition

Sale of goods is recognised on dispatches to customers, which coincides with the transfer of significant risks and
rewards associated with ownership, inclusive of excise duty.

Interest income is recognised on a time proportion basis taking into account the amount outstanding and the rate
applicable.
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(xi) Employee Benefits

(a)

(b)

(c)

Contribution to provident fund -

Company's contribution paid / payable during the year to provident fund and labour welfare fund are recognised in
the Statement of Profit and Loss.

Gratuity -

The Company provides for the gratuity, a defined benefit retirement plan covering all employees. The plan
provides for lump sum payments to employees upon death while in employment or on separation from
employment after serving for the stipulated period mentioned under 'The Payment of Gratuity Act, 1972". The
Company accounts for liability of future gratuity benefits based on an external actuarial valuation on projected unit
credit method carried out for assessing liability as at the reporting date.

Actuarial gains/losses are immediately taken to the Statement of Profit and Loss and are not deferred.
Leave encashment / compensated absences / sick leave -
Privilege leave entitlements are recognised as a liability, in the calendar year of rendering of service, as per the

rules of the Company. As accumulated leave can be availed and/or encashed at any time during the tenure of
employment the liability is recognised at the actuarially determined value by an appointed actuary.

(xii) Taxation:

(a)

(b)

Provision for current tax is made, based on the tax payable under the Income Tax Act, 1961. Minimum Alternative
Tax (MAT) credit, which is equal to the excess of MAT (calculated in accordance with provisions of Section 115JB of
the Income Tax Act, 1961) over normal income-tax, is recognised as an asset by crediting the Statement of Profit
and Loss only when and to the extent there is convincing evidence that the Company will be able to avail the said
credit against normal tax payable during the period of ten succeeding assessment years.

Deferred tax on timing differences between taxable income and accounting income is accounted for, using the tax
rates and the tax laws enacted or substantively enacted as on the balance sheet date. Deferred tax assets on
unabsorbed tax losses and unabsorbed tax depreciation are recognised only when there is a virtual certainty of
their realisation.

Other deferred tax assets are recognised only when there is a reasonable certainty of their realisation.

(xiii) Provisions and Contingent Liabilities

(a)

(b)

A provision is recognized when the Company has a present obligation as a result of past events, it is probable that
an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. Provisions are not discounted to their present value and are
determined based on the best estimate required to settle the obligation at the reporting date. These estimates are
reviewed at each reporting date and adjusted to reflect the current best estimates.

A contingent liability is a possible obligation that arises from past events whose existence will be confirmed by the
occurrence or non-occurrence of one or more uncertain future events beyond the control of the Company or a
present obligation that is not recognized because it is not probable that an outflow of resources will be required to
settle the obligation. A contingent liability also arises in extremely rare cases where there is a liability that cannot
be recognized because it cannot be measured reliably.
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(xiv) Earnings Per Share

(xv)

Basic earning per share is calculated by dividing the net profit / (loss) for the period attributable to equity shareholders
by the weighted average number of equity shares outstanding during the period. Earnings considered in ascertaining
the Company's earnings per share is the net profit / (loss) for the period after deducting preference dividends and any
attributable tax thereto for the period.

The weighted average number of equity shares outstanding during the period and for all periods processed is adjusted
for events, such as bonus shares and sub-division, other than the conversion of potential equity shares that have
changed the number of equity shares outstanding, without a corresponding change in resources.

For the purpose of calculating diluted earnings per share, the net profit / (loss) for the period attributable to equity
shareholders and the weighted average number of equity shares outstanding during the period is adjusted for the
effects of all dilutive potential equity shares.

Cash and Cash Equivalents

Cash and cash equivalents for the purposes of the Cash Flow Statement comprise of cash at bank, cash in hand and
current investments.

(xvi) Segment Reporting

The Company has a single Product, viz.: “Masterbatches”. Consequently, there are no Reportable Segments of the
Company as per the Accounting Standard (AS-17) “Segment Reporting” prescribed by Companies (Accounting
Standards) Amendment Rules, 2006.

1. Estimated amount of contracts remaining to be executed on capital account — Rs.5,988,472Previous Year : Rs.31,659,697).

2. Contingent liabilities not provided foin the books

(i)

Pending Litigations-
(a) VAT /CST—Rs.587,326(Previous Year : Rs. 977,524).



4. The following disclosures are made in accordance with Accounting Standdrsl (Revised)

A. Pertaining to Defined Benefit Plans
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1. Gratuity
As at As at
Particulars 31° March, 206 31 March, 2015
Rs. Rs.
(@) Present value of the defined benefit obligation
Obligations at period beginning 3,708,615 2,773,649
Service cost 812,572 753,079
Acquisition adjustment = -
Interest cost 277,916 204,140
Past service cost - -
Curtailment cost / (credit) — -
Settlement cost / (credit) — -
Actuarial (gain) / loss 30,206,341 1,087,217
Benefits paid (381,386 (1,109,470)
Obligations at period end 7,459,344 3,708,615
(b)  Fair value of plan assets
Plan assets at period beginning, at fair value 366,818 366,818
Expected return on plan assets 24,192 28,860
Acquisition adjustment - -
Actuarial gain / (loss) (33,974) 33,446
Contributions 161,400 -
Benefits paid (297,427) (92,308)
Plan assets at period end, at fair value 191,007 336,816
Actual returns on plan assets (9,782) 62,306
(c) Assets and liabilities recognized in the Balance Sheet
Fair value of the plan assets at the end of the year 191,007 336,816
:’;zs:;r’ci(\)ljlue of the defined benefit obligations at the end of (7,459,343 (3,708,615)
Asset / (liability) recognized in the Balance Sheet (7,268,337) (3,371,799)
(d)  Expense recognizei the Statement of Profit and Loss
Current service cost 812,572 753,079
Past service cost — -
Interest cost 277,916 204,140
Expected return on plan assets (24,192) (28,860)
Curtailment cost / (credit) - -
Settlement cost / (credit) - -
Actuarial (gain) / loss 3,075,601 1,053,771
Net gratuity cost 4,141,897 1,982,130
(e) Investment details of the plan assets*
Government of India Securities 0.00% 0.00%
High quality Corporate Bonds 0.00% 0.00%
Equity shares of listed companies 0.00% 0.00%
Property 0.00% 0.00%
Special deposit scheme 0.00% 0.00%
Funds managed by Insurer 100.00% 100.00%
Others 0.00% 0.00%

* Plan assets are invested in the debt instruments prescribed by
IRDA.
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As at As at

Particulars 31% March, 206 31% March, 2015

Rs. Rs.

® Summary of Actuarial Assumptions

Discount Rate 8.00% 7.90%

Rate of return on plan assets 9.00% 9.00%

Rate of increase in Compensation levels 10.00% 7.00%
f;(:)aerzt)ed Average remaining working lives of employees 19.92 20.09

The estimates of future salary increase, considered in actuarial valuation, takes into account inflation, seniority, promotion
and other relevant factors such as supply and demand factors in the employment market.

As at As at As at As at As at

(@) Experience adjustmenit: 31% March, 31st March, 31% March, 31* March, 31 March,

2016 2015 2014 2013 2012

Rs. Rs. Rs. Rs. Rs

On plan liability (loss) / gain (263,369 (465,925) (257,926) 91,903 75,936

On plan asset (loss) / gain (33,979 33,446 (7,731) (3,181) -

Present value of benefit 7,459,344 3,708,615 2,773,649 2,561,640 1,866,473
obligation

Fair value of plan assets 191,007 336,816 366,818 343,623 318,169

Surplus / (deficit) (7,268,337)  (3,371,799) (2,406,831) (2,218,017) (1,548,304)

* Data as per actuary is available only for current year and previous four years.

B.

Pertaining to Defined Contribution Plans

As at As at
Particulars 31% March, 2016 31" March, 2015
Rs. Rs.

(&) Expected contribution to the fund in the next year
Gratuity 4,560,173 1,168,613

(b)  Defined contribution plans

Provident fund paid to the authorities 3,296,554 2,909,700

5. Trade Payables (Creditors)

A.

(a)
(b)
()
(d)

Outstanding to Trade Payables (including acceptances) other than Micro, Small and Medium Enterprise :
Rs.61,743,757(Previous Year : Rs. 33,507,241) (Interest Paid / Payable is Rs. Nil[Previous Year : Rs. Nil)).

Outstanding to Micro, Small and Medium Enterprise : Rs.4,891,219Previous Year : Rs. 248,813).
The identification of suppliers under “Micro, Small and Medium Enterprises Development Act, 2006” was done on the

basis of the information to the extent provided by the suppliers to the Company. Total outstanding dues of Micro and
Small Enterprises, which were outstanding for more than stipulated period, are given below :

31-03-2016 31-03-2015

Rs. Rs.

Principal amount due 4,891,219 248,813
Interest paid under MSMED Act, 2006 Nil Nil
Interest due Nil 102,323
Interest accrued and due Nil Nil

Interest due and payable till actual payment Nil Nil



6. Auditors' Remuneration

(a) Audit Fees
(b) Tax Audit Fees
(c) Other Services —
(d) Reimbursement of Expenses
Total ...

7. Research and Development Expenditure
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Current Year Previous Year

Rs. Rs.
150,000 150,000
4,236 -
154,236 150,000

This includes expenditure incurred by the Company on in-house research and development in respect of eligible facilities at
Pune, approved by the Department of Scientific & Industrial Research, Ministry of Science and Technology.

Ref. Note No. 26 and Note No. 28

(a)  Revenue Expenditure
(b)  Capital Expenditure
(c)  Income from Sales

8. Segment Reporting

31-03-2016 31-03-2015
Rs. Rs.
3,37,98,589 2,93,13,185
5,96,55,764 6,652,841
4,20,417 -

The Company has a single Product, viz.: “Masterbatches”. Consequently, there are no Reportable Segments of the Company
as per the Accounting Standard (AS-17) “Segment Reporting” prescribed by Companies (Accounting Standards) Amendment

Rules, 2006.
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9. Related Party Transaction (As per A8 on Related Party Disclosures Specified under Section 133 of the Companies Act,
2013):

List of Related Parties and description of relationship :

(a) Key Management Personnel : Mr. R.K.Rathi ( Managing Director )
Mr. Subramanian Padmanabhan (Director)
Mr. Gaurav Deshmukh (Company Secretary)
(b) Relatives of Key Management Personnel : Mr. K.L.Rathi — Father of Mr. R.K.Rathi

(c) Holding Companies : Sudarshan Chemicals Industries Ltd.

(d)  Entities in which Key Management Personnel and  Marathwada Chemical Industries Private Limited
/ or their relatives exercise significant influence
(SKMP) :

Transactions with Related Parties :

Nature of Transaction 201516 201415
Key Management Holding Otherst Key Management Holding Otherst
Personnel Company Personnel Company
Rs. Rs. Rs. Rs. Rs. Rs.
®  Salary, Sitting Fees etc. 6,632,310 - - 7,018,782 - -
®  Purchase of Chemicals etc. -- 16,953,642 136,582 10,507,926
® Unsecured Loans availed - 60,000,000 10,000,000
® Unsecured Loan repayment -- 60,000,000 10,000,000
® Interest paid — 253,151 - 84,384 -
e Payment towards Redemption of
) - 10,000,000 - - 10,000,000
Preference Share Capital
Management Consultancy Fees paid 315,638 = 446,014 -
Payment for Usage of Table Space 515,608 - 336,312
e Payment towards Reimbursement of
73,500 745,271 -
Expenses
@ Balances outstanding at year end
-2,303,184 -242,187

Customer/(Vendor)

* Entities in which Key Management Personnel and / or their relatives exercise significant influence

10. Inventories (At Cost or Net Realisable Value)

As at As at
31° March, 206 31" March, 2015
(a) Finished Products Value Value
Rs. Rs.
(i Cologr and additive masterbatch (includes goods-in- 5 018,453 19,094,604
transit)
Total... 5,018,453 19,094,604
(b)  Semifinished Products (Workn-progress) :
(i) Colour and additive masterbatch 4,890 4,351

Total... 4,890 4,351




11. Sales (Net of Excise Duty)
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Current Year Previous Year

Rs. Rs.

(i) Colour and additive masterbatch 745,177,419 654,121,767
Total... 745,177,419 654,121,767

12. RawMaterials Consumed
Current Year

Previous Year

Rs. Rs.

(i) Pigments 49,990,652 53,043,875
(ii) Polymers 121,515,053 125,428,753
(i)  Dyes 230,868,218 193,167,561
(iv)  Wax 19,975,969 19,628,989
(v) Titanium 21,152,730 16,678,686
(vi)  Additive 16,995,792 12,511,360
(vii)  Carbon 11,837,757 11,580,213
(viii)  Fiber 13,584,613 12,789,527
(ix) Others 1,617 1,213
Total... 485,572,402 444,830,176

13. Value of Imported and Indigenous Raw Materials consumed during the year

Rs. % to thal
Consumption
(a) Value of Imported Raw Materials including duty, handling, 77,011,783 15.86%
clearance charges etc. (196,846,043) (44%)
(b) Value of Indigenous Raw Materials 408,%0,619 84.14%
(247,984,133) (56%)

Total... 485,572,402 100%

(422,225,420) (100%)

14. Value of Imported and Indigenous Stores, Spares and Componeatsumed during the year

Rs. % to thal

Consumption

(@) Value of Imported Stores, Spares and Components including 397,676 83%
duty, handling, clearance charges etc. (750,309) (85%)

(b) Value of Indigenous Stores, Spares and Components 80,300 17%
(130,352) (15%)

Total... 477,976 100%

(880,661) (100%)

15. Expenditure / Payments in Foreign Currencies on Account of

(a) Foreign Travel
Total...
16. C.I.F. Value of Imports
(a) Raw Materials (including through Canalising Agencies)
(b) Stores and Components
(c) Capital Goods
Total...

Current Year

Previous Year

Rs. Rs.
148,294 271,978
148,294 271,978

Current Year

Previous Year

Rs. Rs.
69,697,397 181,993,359
1,489,159 1,964,375
17,650,600 4,928,189
88,837,156 188,885,923




17. Earnings in Foreign Exchange

Current Year
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Previous Year

Rs. Rs.
(a) E.xport.of goods on F.0.B. Basis 9,467,251 11,300,449
(inclusive of exports of Export House)
Total... 9,467,251 11,300,449
18. Earnings per Share (ERPS)
Particulars Current Year Previous Year
Net Profit After T ilable for Equity Sharehold 6
et Profi er Tax available for Equity Shareholders 2.76,63,720 38,000,696
Equity Shares outstanding at year end 6,000,000 6,000,000
Earnings per share basic and diluted (Rs.) 461 6.33
19. Managerial Remuneration :
(Amount in Rs.)
Mr. R.K. Rathi
Managing Director
Salary and Other Allowances 5,722,177
(6,671,292)
Contribution to Provident Fund and Other Funds 260,251
(245,520)
Other Perquisites 1,970
(1,970)
Total ... 5,984,398
(6,918,782)
20. Expenses Capitalized during the year are as below
Current Year Previous Year
Rs. Rs.
(A) Borrowing Cost 2,209,934 -
Total... 2,209,934 -

21. The Company has reclassified previous year's figures to conform to this year's classification.

The figures in brackets are those in respect of previous year.

For L G Jaju & Associates
Chartered Accountants
FRN-140568W

Lakhan Glaju P.R. RATHI
Proprietor Chairman
MRN-165268 DIN - 00018577

Pune : Pune :

For and on behalf of the Board of Directors

R.K. RATHI
Managing Director
DIN — 00018654

G.R. Deshmukh
Company Secretary



