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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, 2024 of Kansal 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, 2024, 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 financial
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 Companles Act, 20086, as amended {"the Act") in the manner so required and, give a
true and fair view in conformity with the accounting principles generally accepted in Nepal, of the state
of affairs of the Company as at March 31, 2024, its profit or loss including other comprehensive income,
its cash flows and the changes in equity for the year ended on that date.

Basis of Opinion:

We conducted our audit in accordance with the Nepal Standards on Auditing. Our responsibilities under
those Standards are 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 ethical requirements that are
relevant to our audit of the Group reporting under the provisions of the Companies Act, 2006 and the
Rules thereunder, and we have fulfilled our other ethical responsibilities in accordance with those
requirements and the Code of Ethics. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key Audit Matters

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

1} Revenue Recognition:

The Key Audit Matter

How the matter was addressed in our audit

Revenue recognition:

The company recognizes revenue upon
transfer of ownership of goods to the
customers, provided pervasive evidence of
an arrangement exists whereby collectability
of ravenus Is reasonably certaln and no
performance obligation is pending. Revenue
from sales of goods or rendering of services
is net of Indirect taxes, retums and discounts.
The company recognised revenue of NPR
1,082,78 million from the paint & colourant
sales and during the year endsd 31 March
2023,

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

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

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

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

We

Testing the IT environment in which biling,
product rate and other relevant support systems
reside;

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

Testing the key controis over the accuracy in
calculation and allocation of revenue 0
separable elements in bundled transactions
under contracts with customers;

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

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

validated the  appropriateness and

completeness of the related disclosures in Note
2.212 of Notes forming part of the financial
statements.

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

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

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

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

Qur responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with Nepal Standards on Auditing will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in aggregate,
they could reasonably be expected to influence the econcmic decisions of users taken on the basis of

these financial statements.
1

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

. Identify and assess the risks of material misstatement of SPFS, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
coliusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of intemal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. We are also responsible for expressing our
opinion on whether the Company has adequate internal financial controls in place and the
operating effectiveness of such controls.

. Evaluate the appropriateness of accounting policies used and the reascnableness of accounting
estimates and related disclosures made by management.

. Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company's ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw attention
in our auditors’ report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Qur conclusions are based on the audit evidence obtained
up to the date of our auditors’ report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them ali relationships and other
matters that may reasonably be considered to bear on our independence, and where applicable, related
safeguards.

We believe that the audit evidence we have obtained Is sufficient and appropriate to provide a
reasonable basis for our audit opinion. Further we report that;

Caonid
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Report on Other Legal and Regulatory Requirements

a.

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

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

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.

B.K. Agrawal, FCA

Managing Partner

Kathmandu For: B.K. Agrawal & Co.
Date: April 25, 2024 Chartered Accountants

UDIN: 240503CA00018Zqmfs

Member Crowe Global 4



KNP Japan Private Limited
Statement of Financlal Position
As at March 31, 2024

ASSETS
Non-Current Assets:
Property, Plant and Equipment
intangible Assets
Capital Work in Progress
Other Non Current Assels
Total Non-Currant Assets

Current Assets:
invenlories

Financlal Assets:
Trade Receivables
Cash & Cash Equivalents
Financial Assets Al Amortized Cost
Current Tax Assets (Net)
Other Current Assels
Total Current Assets

Total Assets

EQUIT LIABILITIES
Equity:
Equity Share Capital
Other Equity

Liabllities:
Non-Current Liabliities:
Financial Liabllities:
Other Financial Liabilities
Provisions
Deferred Tax Liabilities (Net)
Total Non-current liabilitles

Current Liabllities:
Financial Liabliities:
Trade Payables
Other Financial Liabilities
Other Current Liabilities
Total Current liabilities

Total Equity and Liabilities

Significant Accounting Policies

The notes referred to above form an integral part

of Financial Statements

Lo B 4L T N ]

10
i1
12

13
14

18
18
17

18
18
20

341

For and on behalf of the board

&

_ Director

inance Execulive

Kathmandu 4
Date: April 25, 2024]

A

Director

As At As At
March 31, 2024 March 31, 2023

{NRS} {NRS)
138,132,297.81 141,939,768.96
10,683,491.77 13,356,371.61
14,498,213.68 5,642,444 16
£49,650.00 528,650.00
163,863,653.37 161,4686,235.03
248,493,936.77 237,430,123.19

644,070,654.13

708,235,828.30

18,365,864 .06 4,576,174.76
272,300,000.00 286.800,000.00
£8,145,281.08 17.741,780.66
46.038,835.64 25,360,715.28

1,297.,414,574.69

1,278,244,622.19

1,461,278,228.06

1,439,712,857.22

130,000,000.00 130.000,000.00
893,388,843.99 830,315,263.81
1,023,388,843.89 960,315,263.81
48,552,005.36 52,268,580.36
23,174,497 47 24,859,892 50
7,1231,843.00 9,889,685.00
78,858,345.83 87,018,267.86
159,927,987.32 126,661,204 84
192,508,914.04 259,023,555.91
6,594,136.88 6,694,564 .80
359,031,038.24 392,379,325.55

1,461,276,228.06

1,439,712,857.22

As per our attached report

of even date

B.K. Agrawal, FCA
Managing Partner

B.K. Agrawal & Co.
Chartered Accountants




KNP Japan Private Limited

Statoment of Profit or Loss

For the year ended March 31, 2024

Partigulars

Income:
flevenue From Operatlons
Other Income

Total Income

Expenses:

Costof Sales

Administrative & Operating Expenses
Selling & Distribution Expenses

Total exponses

Profit Bofore Intorest, Depraclation,
Exceptional Hems & Tax

Finance Cost
Depreciation & Amortizalion Expenses
Profit Befora Tax

Tax Expenses:
Current Tax

Deferred Tax

Profit for the Period

Significant Accounting Policies

The notes referred to above form an integral part

of Financial Slatements

21
22

23
24
25

26
27

17.2
17.2

1-2
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For and on behalf of the board

ance Executive

Kathmandu
Date: April 25, 2024

Director

Year ondod Year andad
March 31,2024 March 31, 2023
{NRS) (NRS)

1,082,782,656.81
26,560,727 49

1,457,184,366 32
25,851,011.07

1,111,343,386 40
L}

1,383,035,377.39

605,093,446.36 789,711,520.37
202,309,222.86 195,700.473 79
172,434,321.11 228,592,275 50
980,738,880.33 1,214,004,279.66

130,608, 396.07

169,031,097.73

4,470,702.48 1,823,183 42
13,098,334.41 13,213.930.42
113,037,359.18 153,994,003.89
26,721,631.00 37.847.008.03
{2,757,852.00) 3,688,003.00

89,073,580.18

112,458,991.86

As per our attached report

of even date

i )

B.K. Agrawal, FCA
Manasging Pariner

B.K. Agrawal & Co.
Chartered Accountants




KNP Japan Private Limited
Statoment of Total Comproehensive Income
For the yoar ended March 31, 2024

Partlculars

Profit for tho yoar

Other Comprehonsive Incomo

items that will not bo roclasalfied to profit or loss
« Actuarial Gainf(Loss) Remaesasuraments of the defined benefit plans

Loss: Incoma Tax on Above
Itarms that wiil be roclassified to profit o logs

Othor Comprohensive Income

Total Comprehansive Income for the Porlod

For end on behalf of the board

a%-)

Diractor Diractor

Kathmandu
Date: April 25, 20

Yoar endod Year endod
March 31, 2024 March 31, 2023
(NRS) (MRS}
$89,073,560,18 112,458,591.88
L]
89,073,580.18 112,458,891.88

As per our altached report
of even date

P\

B.K. Agrawal, FCA
Managing Fartner

B.K. Agrawal & Co.
Chariered Accountants




KNP Japan Private Limited
Statement of Cash Flows
For the year ended March 31, 2024

Particulars

{A) Cash Flow from Operating Activitles:
Profiti{Less} belore changes in working capital &
Non-recurring income & Expenditure.

Add:

Depreciation

Interest on Shor term Loans
Finance Income

Cash from Operating activities befors changes
in Working Capital

Changss In Workin ital
Cecreasel{increase) in Current Assels
increase/{Decrease) in Non Current Liabilities
Increasel{Decrease) in Current Liabilities

Cash from Operating activities befors tax paid

income Tax Paid
Net cash flow from Operating Activities

{B) Cash Flow from Investing Activities:
Purchase of Property, Plant and Equipmant
Decreasel{increase) in CWIP

tnvestment At Amortized Cost {in Term Deposits}
Fixed Assels Sales

Net Cash Flow from Investing Activities

(C) Cash Flow from Financing Activities:
Interest Paid

Dividend Proposed/Appropriated

Interest Received on term deposits & call account
Net Cash Flow from Financing Activities

Net Cash Flow (A+B+C)

Opening Cash and Cash Equivalents

Closing Cash and Cash Equivalents

For and on behalf of the board

R

Diractor Director

inance Executive

Kathmandu /
Date: April 25, 202§

Year ended Year ended
March 31, 2024 March 31, 2023
(NRS) (NRS)
113,037,359.18 153,854,003 .89

13,098,334.41

13,213.930.42

4,470,702 48 182316342
(26,583 ,5629.90) (23,959,236.33)
104,022,866.17 145,071,861.40

30.403,237.23
(5.402,070.03)
(33,345,287.31)

21,389,337 81
5,496.759.19
(65,801,149.67}

95,675,746.06

{77,125,131.43)

106,156,808.53

(49,223,116.92)

18,550,614.63 56,933,691.62
(6.942,208.66) (20,664 802 81)
(8,855,769.53) 4,203 866.81
14,600,000.00 (46,900,000 00)
324 225 44 10.015832.40
(873,752.75) {53,345,303.60)
{4,470,702.48) {1,823,163.42)
(26,000,000.00) (65,000,000.00)
26,583,520.90 23,855,238 33
(3,887,172.58) {42,863,927.09)

13,789,688.30

457617476

{39,275,538.07)

43,851,713.83

18,365,864.06

4,576,174.76

As per our attached report

of even date

B.K. Agrawal, FCA
Managing Partner

B.K. Agrawal & Co.
Charterad Accountants




KNP Japan Private Limited
statoment of Changes In Equity
For the year endod March 31, 2024

oGl
Partlculars Slln;;:;!pitnl E:::::;f Rosorves (;;‘;;
{NRB) (NRS)
As At April 1, 2023 130,000,000.00 830,318,263.81 . 960,315,263,81
Total Comprehensive Income of the year “ 80,073,580.18 . 86.073,580.18
Transtarrad to General Rosorves . 3 . 2
Dividond to shareholders . (26,000,000,00) . (26,000,000.00)
Prior yoar Adjustmants . . \
Shares lssuod “ . ‘ .
As At March 31, 2024 130,000,000.00 803,388,843.89 . 1,023,388,843.98
For and on behalf of the board As per our attached report
) of even date
N P(\(_/\
Director Director B.K, Agrawal, FCA 5
Managing Partnor

Kathimandu

" B.K, Agrawal & Co.
Date: Aprll 25, 2024

Chartered Accountants




KNP Japan Private Limited
Notes forming part of the Accounts far the year ended March 31, 2024

1} Gorporate Information:

KNP Japan Private Limited {Formerly: Kansal Paints Nepal 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. 20268/059/80. The Company is domiciled
and incorporated in Nepal and has its registered Office and principal place of business s at Aadarsha nagar, Birgunj, Nepal and the
manufacturing Unit is situated at Lipni Birta V.D.C., Parsa District, Nepal.

z)

The main objectives of the company is to manufacture paints products fike ink-colour, ink-biue, oil, adhesive efc. and selling of such
products in domestic & foreign market and is a subslidiary of Kansai Nerolac Paints Limited.

Significant Accounting Policies:

2.1
244

a)

Basis of Preparation: '

Statement of Compliance

The Financial Statements have bsen prepared on a going concern basis and in accordance with Nepal Financial Reporting
Standards (NFRS) as issued by the Institute of Chartered Accountants of Nepal (ICAN). Current Accounting period comprises
of April, 2023 to March, 2024.

Basis of Measurement:

The financial statements have been prepared on the historical cost basis except in the case of the following material items in
the statement of financial position:

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

Critical Accounting Estimates:

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

Income Taxes

Current Income Tax

Current Income tax is recognized in the income statement except to the extent that it relates to ilems recognized directly to
equily. Current tax is the expecled tax payable on the faxable income for the Quarter using tax rates at the balance sheet date
and any adjustment to tax payable in respect of previous Quarters.

Current tax comprises the expected tax payable or receivable on the laxable income or loss for the Quarter and any
adjustment to the tax payable or receivable in respect of previous Quariers. The amount of current tax reflecis the best
estimate of the tax amount expected to be paid or received afier considering the uncertainty, if any, related to income taxes. It
is measured using tax rates {(and tax laws) enacted or substantively enacted by the reporting date.

Current tax assets and current tax liabilities are offset only if there is a legally enforceable right to set off the recognized
amounts, and it is intended to realize the asset and settle the liability on a net basis or simultaneously.

Deferred Tax

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assels and liabilities for
financial reporting purposes and the corresponding amounts used for taxation purposes, Deferred tax is also recognized in
respect of carried forward tax losses and tax credits.

Deferred tax assets are recognized to the extent that it is probable that future taxable profits will be available against which
they can be used. The existence of unused tax losses is sirong evidence that future taxable profit may not be available.
Therefore, in case of a history of recant losses, the Company recognizes a deferred tax asset only to the extent that i has
sufficient taxable temporary differences or there is convincing other evidence that sufficient taxable profit will be available
against which such deferred tax asset can be realized. Deferred tax assets - unrecognized or recognized, are reviewed at
each reporting date and are recognized/ reduced to the axient that it is probable/ no longer probable respactively that the
related tax benefit will be realized.

Deferred tax is measured at the tax rates that are expected to apply to the Quarier when the asset is realised or the liabilty is
seltled, based on the laws that have been enacled or substantively enacted by the reporiing date. The measurement of
deferred tax reflects the tax consequences that would follow from the manner in which the Company expects, at the reporting
date, to recover or seltle the carrying amount of its assets and liabllities. e




p Japan Private Limited
Notos forming part of the Accounts for tho year endod March 31, 2024

b)

€}

Notes contd.

functionnl and Prasentation Currency
The financlal slalements are prepared and preseniad in Nepalese Rupeas, which is the Company's functional currency.

proporty, Plant & Equipment:
Land Is recorded In the books at the original cost of acquisition with land development expenses.

items of properly, plant and equipment are sialed al cost of acquisition or construction or at revalued amounts, net of
impalrment loss, if any, leas depreclation/amortization. Cost includes the purchase price and olher directly attributable costs as
weli as financing costs of borrowad funds attributable to acquisition or construction of fixed assets, up lo the date the assels
are pul 10 use, Assessmont of indication of impairment of an assat is made at the Quarter end and impalrment loss, if any,

recagnized.
L]

Subsaquent expenditura relating to property, plant and equipment is caplialised only when It Is probable that future economic
tenefits assoclaled with these will flow to the Company and the cost of the item can be measured reliably.

An item of property, plant and equipment ls derecognized upon dispasal or when no fulure economic benefits are expacted to
arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of property,

Plant and equipment Is determined as the differsnce between the sales proceeds and the carrying amount of the asset and is
recognized In the Statement of Profit and Loss,

Revaluation:

At the date of revaluation, the accumulated depreciation on the revalued freehold property is eliminaled against the gross
carrying amount of the asset and the net amount Is restated to the revalued amount of the asset. The excess deprecialion on
revalued freshold bulidings, over the amount that would have been charged on a historical cosl basis, is transferred from the
revalualion reserve o retalned earnings when freshold land and buildings are expensed through the statement of

comprehensive income (e.g. through depreciation, Impalrment). On disposal of the asset the balance of the revaluation
reserve Is fransferred to retained earnings.

Depreciation and Amortization:

Deprecialion and Amortization Is calculaled over the estimated useful life of the assets: An item of propery, Plant and
Equipment and any significant part initially recognized is derecognized upon disposal or when no future econamic benefits are
expected from its use or disposal. The residual values, useful lives and methods of depreciation of property, plant and
equipment are reviewed at each financlal Quarter and adjusted prospectively, if appropriate.

The company based its assumptions and estimations on parameters available when the financial statements were prepared.
Existing circumstances and assumptions aboul future developments, however, may change due to markel changes or
circumstances arising beyond the contral of the Company. Such changes are reflected in the assumptions when they occur,

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

Particulars Useful Life Rate
Buildings 30 years 3.33%
Furnitures 15 years 6.67%
Computers § years 16.687%
Electrification 20 years 5.00%
Networking 15 years 6.67%
Vehicles 10 years 10.00%
Plants & Machinery 20 years 5.00%

No depreciation has been charged on Colorant Machine, caplialized under the head Plant & Machinery, as these machines
are nol put to use by the company.
Computer software are amortized over a 5 years period.

Capital work-In-progress ; _—

Capital work-in-progress represents directly attributable costs of construction or Installation/ Fabrication of Plant and
Machinery to be capitalized. All other expenses Including Interest incurred during construction is capitalized as part of
construction cost to the exient to which these expenditures are especially attributable to the construction.

Impai Assets: ; .
The c;::‘;:gt ::103:; of the company’s assels, other than biological assets, investment property. inventories and deferred tax

h balance shee! date lo determine whether there Is any indication of impairment. if any such
;sds;t:“:;ea;ei:::jvlehda a;,::s. recoverable amount Is esiimated. Intangible assels that are, ’,&Q],afailabie_ for use, the
recoverable amount are estimated at each balance sheet dale. An Impairment loss is reco c&e ing amount of
an asset or its cash-generating unit exceads s recoverable amount. Impalrment i*”. & the income
statement. Recoverable amount Is the greater of the assel's nel selling price and vailue in use.,




KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2024

d)

e}

Notes contd. ..

Inventorles {As taken, valued and certified by the management);
Inventories are inilially recognized at cost net of impairment (if any), and subsequently al the fower of cost and nel realizable
value. Net realizable value Is the estimatad selling price In the ordinary course of business, less the varlable selling expenses

The cost is determined on first-in first-out (FIFD) method or welghted average method and includes expenditure incurred in
acquiring the inventories and bringing them to their present location and condition. In the case of manufactured invenlories
and work-in-progress, cost includes an appropriate share of overheads based on normal operating capacity.

Inventories are valued as follows:

i Raw Materials & Others - At cost on Waighted Average Basis

i) Semi Finished Goods - At cost !

#iiy Finished goods - At cost or Nel Realisable Valus whichever is lower.
iv) Stores & Spares - Af cost

Financlal instrument:
A financial instrumant is any contract that gives rise to a financlal asset of one entity and a financial liability or equity instrument
of another enlity.

Financial assets
Initial recognition and measurement;

The Cempany recognizes a financial asset in its balance sheet when it becomes parly to the contractual provisions of the
instrument. All financial assets are recognized initially at fair value plus, in the case of financial assets not recorded at fair
value through profit or loss (FVTPL), transaction costs that are atiributable io the acquisition of the financial asset.

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

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

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

ii) Subsequent measureament:

For subsequent measurement, the Company classifies a financial asset in accordance with the below criteria:
The Company's business model for managing the financial asset, and

The contractual cash flow characteristics of the financial asset.

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

Financial measured at amort oS
Financial assets measured at fair value through other comprehensive income (FVTOCH)
Financial assets measured at fair value through profit or loss (FVTPL)

Financial assets measured at amortized cost:

Afinancial asset is measured at the amortized cost if both the following conditions are met:

a) The Company's business model objective for managing the financial asset Is to hold financial assets in order to collect
contractual cash flows, and

This category applies to cash and bank balances, trade receivables, loans and other financial assets of the Company Such
financial assets are subsequently measured at amorlized cost using the effective interest method.

Under the effective interest method, the future cash receipts are exactly discounted (o the initial recognition value using the
effective interest rate. Tha cumulative amortization using the effective interest method of the differance between the initial
recognition amount and the maturity amount is added to the initial recognition value (net of principal repayments, if any) of the
financial asset over the relevant period of the financial asset to arrive at the amorlized cost at each reporiing date. The
cerresponding effect of the amorization under effective interest method Is recognized as interest income over the relevant
period of the financial assel. The same Is Included under other income In the stalement of profit or loss.

The amortized cost of a financial asset Is alsc adjusied for loss allowance, if any.

A financial asset is messar&d al FVTOCI If both of the following conditions are met:

a) The Company's business model objective for managing the financial asset Is achieved both by collecting contractual cash
flows and selling the financlal asssts, and

b) The contractual terms of the financial asset give rise on specified dales to cash flows lhat olw'
and interest on the principal amount outstanding. = (

¢
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This category applies to certain investments in debt instruments. Such financial assets are subsequently measured at fair
value at each reporting date. Fair value changes are recognized in the Other Comprehensive Income (OC1), However, the
Company recognizes interest income and impairment losses and its reversals in the statement of profit or loss;

On Derecognition of such financial assets, cumulative gain or loss previously recognized in OCl is reclassified from the equity
to statement of profit or loss.

Further, the Company, through an irrevocable election at inilial recognition, has measured cerain investments in equity
instruments at FVTOCL The Company has made such election on an insirument by insirument basis. These equity instruments
are neither held for ¥rading ner are contingent consideration recognized under a business combination. Pursuant 10 such
irrevocable election, subsequent changes in the fair value of such equity inslruments are recognized in OCL. However, the
Company recognizes dividend income from such instruments in the consolidated statement of profit or loss when the right to
receive payment is established, it is probable that the economic benefits will flow to the Company and the amount ¢an be
measured reliably.

©On Derecognition of such financial assets, cumulative gain or loss previously recognized in OCI is not reclassified from the
equity to statement of profit or loss. However, the Company may transfer such cumulative gain or loss info retained earnings
within equity.

Financial assets measured at FVTPL:

A financial asset is measured at FVTPL unless it is measured al amortized cost or at FVTOC! as explained above. This is a
residual category applied to ail other investments of the Company excluding invesimenis in subsidiary and associate
companies. Such financial assets are subsequently measured at fair value at each reporting date. Fair value changes are
recognized in the statement of profit or loss.

Derecognition:

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

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

ii) The Company transfers its contractual rights to receive cash flows of the financial asset and has subslantially transferred all
the risks and rewards of ownership of the financial asset;

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

withoul material delay to one or more recipients under a ‘pass through' arrangement (thereby substantially transferring ali the
risks and rewards of ownership of the financial asset);

iv) The Company neither transfers nor retains, substantially afl risk and rewards of ownership, and does not retain control over
the financial asset.

In cases where Company has neither iransferred nor retained substantially all of the risks and rewards of the financial asset,
but retains control of the financial asset, the Company continues to recognize such financial asset o the extent of its
continuing involvement in the financial asset. In that case, the Company also recognizes an associated liability. The financial

asset and the associated liability are measured on a basis that reflects the rights and obligations that the Company has
retained.

On Derecognition of a financial assel, the difference between the carrying amount and the consideration received 15
recognized in the statement of profit or loss

impairment of financi S
The Company applies expected credit losses (ECL) mode! for measurement and recognition of loss allowance on the
foliowing:

i} Trade receivables and lease receivables,
ii) Financial assets measured at amorfized cost (other than trade receivables and lease receivables)
iif) Financial assets measured at fair value through other comprehensive income (FVTOCH

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

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

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

ECL is the difference between all contractual cash flows that are due to the Company in accordan_ce with the contract and all

Lifelime ECL are the expected credi losses resulling from all possible defaull events over the expected life of a financial asset,
12-month ECL are a portion of the fifetime ECL which result from default events that are possible, withis
reporting date. ==
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ECL are measured In a mannsr that they reflect unbiased and probability weighted amounts determined by a range of
outcomes, laking Into account the time value of money and other reascnable information avaiable 2s a result of past events,
current conditions and forecasis of fulure sconomic conditions,

As a practical expedlent, the Company uses a provision malrix to measure fifetime ECL ¢n i3 portfolio of rade receivaties
The provision malrix Is prepared based on historically observed defaulf rates over the expected life of irade recervables and 5
adjusied for forward-looking estimates. Al each reporting date, the historically observed default rates and changes in the
torward-looking estimates are updated.

£CL impalrment loss allowance (or reversalj recognized during the period is recognized as income/ expense in the stancalone

statamant of profit or loss,
L]

Tha Company recegnizes a financlal liability in its balarice sheet when il becomes party to the contractual provisions of ine
instrument. All financlal liabilitles are recognized Initially at fair value minus, in the case of financial Habilities not recorded at
talr value through profil or loss (FYTPL), ransaction cos!s that are atiributabla 1o tha acquisition of the financial liabilty.

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

In case the falr value is not determined using a level 1 or level 2 input a3 mentioned above, the difference between the fair
value and transaction price is deferred appropriately and recognized as a gain or loss in the statement of profit o less only to
tho extent that such gain or loss arises due 1o a change in factor that market participants take into account when pricing the
financlal liabitity,

Subsequont measurement:

All financial liabilitles of the Company are subsequently measured at amodized cost using the effective interest method.

Under the sffective interest method, the fidure cash payments are exactly discounted to the initial recognition value using the
effective interest rate. The cumulative amorization using the effective interest method of the difference between the initial
recognition amount and the maturity amount is added to the initial recognition value (net of principal repayments, if any) of the
financial liability over the relevant period of the financial liabilily to arrive at the amortized cost at each reporting date. The
corresponding effect of the amontization under effective interest method is recognized as interest expense over the relevant
period of the financial liability. The same is included under finance cost in the slatement of profit or loss.

Derecognition;

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. When an
existing financial liability is replaced by ancther from the same lender on substantiaily different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as the Derecognition of the onginal
liability and the recognition of a new liability. The difference between the carrying amount of the financial liability derecognized
and the consideration paid is recognized in the statement of profit or loss.

f)y  Fair valus 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 ordery transaction between
market participants at the measurement date.
The fair value of an asset or a liability is measured using the assumplions that market participants would use when pricing the
asset or Jiability, assuming that market padicipants act in their economic best interest.

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

All assets and liabilities for which falr value is measured or disclosed in the financial statements are categorized within the fair
value hierarchy, described as follows, based on the lowest level inpul that is significant o the fair value measurement as 2
whole!

+ Lavel 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabiiities.

. Lavel 2 - Valuation techniques for which the lowest leve! input that is significant to the fair value measurement is directly or
indirectly observable,

« Level 3 - Valualion techniques for wh
unobservable.
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Notes conld..

Earnings per share:

Basic earnings per share are calculated by dividing the net profit or loss for the Quarter attributable to equity shareholders by
the weighted average number of equily shares outstanding during the Quarter. Partly paid equily shares are treated as a
fraction of an equily share to the extent that they were entitled to participate in dividends refative to a fully paid equity share
during the reporting Quarter. The weighted average number of equity shares outstanding during the Quarler is adjusted for
events of bonus issue; bonus element in a rights issue to existing shareholders; share split; and reverse share split

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

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

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

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

Accounting Policies:

The principal accounting policies adopted in the preparation of the financial statements are set out below. The policies have
been consistently applied to all the Quarers presented, uniess otherwise stated. The preparation of financial statements
requires the use of certain accounting estimates, The areas where significant judgments and estimates have been made in
preparing the financial statements and their effects are to be disclosed.

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

Foreign currency transactions:

Initial Recognition

Foreign currency transactions are recorded in the reporting currency, by applying to the foreign currency amount the exchange
rate between the reporting currency and the foreign currency at the date of transaction.

Conversion
Foreign currency monetary assets and liabilities are translated at the rates ruling at the reporting dale.

Exchange differences

Exchange differences arising on the retranslation of unsettied monetary assets and liabilities are recognised immediately in
profit or loss.

Income in Foreign Exchange

The bills for services rendered are raised in Nepalese Rupees. The payment received in foreign currency against these bills is
¢redited and accounted for at the rate/rates prevalent on the date of receipt ¢f payment. The gains/losses arising out of
fluctuation in the exchange rates are accounted for on realization from bank.

Capital Work-in-progress:

Capital work-in-progress represents directly attributable costs of construction or Installation/ Fabrication of Plant and
Machinery to be capitalized. All other expenses including interast incurred during construction Quarter to be capitalized as part
of construction cost to the extent to which these expenditures are especially attributable to the construction.

Leases:

The Company mainly has fease arrangements for land and building for offices, warehouse spaces and retail stores and
vehicles. The Company assesses al contract inception whether a contract is, or contains, a lease. IThat is, if the contract
conveys the right to control the use of an identified asset for a period of lime in exchange for consideration.

Company as a lessee
The Company applies a single recognition and measurement approach for all leases, except for short-term leases and leases
of low vaiue assets. The Company recognises lease labllitles to make lease payments and right-of-use assets representing
the right to use the underlying assels. =
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() Right-of-use Assets (ROU Assats)

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is
available for use). Right-of-use assels are measured at cost, less any accumulated depreciation and Impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilties
recognised, initial direct costs incurred, and iease payments made at or before the commencement date less any lease
incentives received. Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease term and the
estimated useful! lives of the assets, as follows:

Leasehold buildings B 210 10 years

If ownership of the leased asset transfers to the Company at the end of the leass term or the cost reflects the exercise of a
purchase option, depreciation is calculated using the estimated usefu! life of the assel. The right-of-use assels are also subject
to impairment. Refer to the accounting policies in note 19 Impairment of non-financial assels

{ii) Lease Liabilities:

Al the commencement date of the lease, the Company recognises lease liabilities measured al the present value of leasa
paymenis to be made over the lease term. The lease payments include fixed payments (including in substance fixed
paymenis) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts
expacted to be paid under residual value guaraniees, The lease payments also include the exercise price of a purchase option
reasonably certain o be exercised by the Company and payments of penalties for terminating the lease, if the lease term
reflects the Company exercising the option to terminate. Variable lease payments that do not depend on an index or a rate are
recognised as expenses (unless they are incurred 1o produce inventories) in the period in which the event or condition that
triggers the payment occurs. In calculating the present value of lease payments, the Company uses ils incremental borrowing
rate at the lease commencement date because the interest rate implicit in the lease is not readily determinable. After the
commencemant date, the amount of leass liabilities is increased to reflect the accretion of interest and reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the
lease term, a change in the lease payments (e.g., changes to future payments resulting from a change in an index or rate used
to determine such lease payments) or a change in the assessment of an option to purchase the underlying asset.

Lease liability and ROU assets have been separately presenled in the Balance Sheetl and iease payments have been
classified as financing cash flows.

{ifi) Short-term leases and leases of low-value assets

2.25

228

The Company applies the short-term lease racognition exemption to its short-term leases of machinery and equipment {ie.,
those leases that have a lease term of 12 months or less from the commencement date and do not contain a purchase option}.
it also applies the lease of low-valus assets recognition exemption to leases of office equipment that are considered to be low
value. Lease payments on shori-term leases and leases of low-value assets are recognised as expense on a straight-line
basis over the lease term.

Company as a lessor

Leases in which the Company does not transfer substantially all the risks and rewards incidental to ownership of an asset are
classified as operating leases. Rental income arising is accounted for on a straighi-line basis over the lease terms. Initial direct
costs incurred in negotiating and arranging an operating lease are added to the carrying amount of the leased asset and
recognisad over the lease term on the same basis as rental income. Contingent rents are recognised as revenue in the period
in which they are eamed.

Intangible Assets:

Computer Software

Purchased computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to use the
software. These cosls are amortized over the estimated useful lives.

Trade and other receivables:
Trade and other receivables are stated at their cost less provision for non-recoverability. The amount of the provision is
recognized in the income stalement.

Cash and cash equivalents:

Cash and cash equivalents comprises cash balances, call deposits and other short term highly liquid investments. Bank
overdrafts that are repayable on demand and form an integral part of the company's cash management are included within
borrowings in current liabilities on the balance sheet.

Share Capital:
Financial instruments issued by the company are classified as equity only 1o the extent that they do not meet the definition ofa
financial liability or financial asset. The company’s equily shares are classified as equily Instruments.

Preference share capital is classified as equity if it is non-redeemable and any dividends are discretigf

directors, Preferance share capital is classified as a llabllity If It Is redeemable on a specific dats

shareholders and dividends thereon is reco - ag.in the income statement as Interest expense.
VE N
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Borrowing cosis:

Financingborrowing costs atiributable 1o the acquisition of the assel Is capitalized as part of the cost of the asset. Other
Financing Romowing costs are charged to the Income Slatement.

Retirement Renelfits:

rovision for Employes Benefits

The cost of the defined banefdt pansion plan and other post- employment bensfits and the present value of the pension
obligation are detarmined using actuarial valuations, An actuarial valuation Involves making various assumptions thal may
diter from actual dovelopments In the future. These Include the determination of the discount rate, fulure salary increases,
anmonality rates and fulure pension increases, Dua to the complexities Involved In thg valuation and iis long-term nature, a
dafined banefit obligation Is Nighly sensitive to changes In thase assumptions. All assumplions are reviewed at each reporting
date

The parameter most subject to change s the discount rate. In determining the appropriate discount rate, management
considars the Interest tates of government bonds dus lo absence of quality corporate bonds In currencies consistent with the
currencies of the post-employment benefil obligation. The morlality rate is based on publicly avallable montality lables for the
country.

Those mottality tables tend to change only at intervals in responsa to demographic changes. Future salary increases and
pension increases are based on exposed future inflation rales for the country.

Retirement Boneliis:

The Company has schemes of retirement benefits for staffs in the form of SSF which is based on Social security Act 2617 and
loave encashment, SSF Is Contribution based retirement benefils and company has made contribution at the rales prescribed

by Soclal Security Act of Nepal. Both emplover and employee conlribution Is maintained in a SSF fund accaunt as per local act
of Nepat.

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

Revanus Recognition:

Revenus is recognised upon iransfer of control of promised geods to customers in an amount that reflects the consideration
which tha Company expecis o receive in exchange for those goods.

Ravanua from the sala of goods is recognised at the point in time when controt is transferred to the customer which is usually
on dispateh / dalivery.

Revenus Is maasured based on the transaction price, which is the consideration, adjusted for volume discounts, rebates.
scheme allowances, prica concassions, incentives, and returns, If any, as specified in the contracts with the customers.
Revanua excludes laxes collacted from zustomers on behalf of the government. Actruals for discountsfincentives and returns
are estimated (using the most likely mathod) based on accumulated experience and underlying schemes and agreements with
customars. Dua to the short nature of eredit period given o customers, there is no financing component in the contract,

The Company has adopted NFRS 15 Revenue from contracts with customers, with effect from 16th July. 2021, NFRS 15
establishes principles for reporting Information about the nature, amount, timing and uncerainty of revenues and cash flows
arising from the contracts with its customers and replaces NAS 18 Revenue and NAS 11 Construction Contracts.

The Company has adopted NFRS 15 using the cumulative effact method whereby the sffect of applying this standard is
recognised at the date of initial application (Le. 1st April, 2020). Accardingly, the comparative information in the Statemeant of
Profit and Loss Is reslated. Impact on adoption of NFRS 15 Is not material.

Rendering of services;

Ravenus from rendering services is racognized over time by measuring progress towards satisfaction of perfermance
obligation for the services rendared, The Company uses output method for measuremant of revenue from home solution
operations/ painting and related services and royally income as It Is based on milestone reached or units delivered. input
melhod is used for measurement of revenue from processing and other service as it is directly linked to the expense incurred

by the Company.
Cther incomes:
Othat incomes have been recognized on accrusl basis in financial statements except for cash flow information.

Interest income:

Interest income is recognised using the effective interest method as set out in NFRS 9 -~ Financial Instruments: Recognition
and Measurement, when it Is probable that the economic benefils associated with the transaction will flow o the Company and
the amount of the tevenus can be measured reliably. The sffactive Interest method Is a method of calculating the amortised

s and of allocating the intarest
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Segmaent reporting: . )
A segment is & distinguishable component of the company that Is engaged either in providing producls or services/business
segment, of in providing products or sarvices within a particular sconomic snvironmentigeographical segment, which is subject
10 risks and rewards tha! are differant from those of other segments.

The Company Is primarily engaged in & single segment (business and gsographical) l.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 sels of risks and retumns. All assets are located at Nepal. Accordingly,
disciosures required as por Accounting Standard on Segment Reporting are not made.

Discontinued operations: ' ‘ .
A discontinued operation is 8 Clearly distinguishable component of the company’s business that is discontinued or terminated
pursuant 1o a single plan, and which represents a separate major line of business or geographical area of operations.

Relatod Party Transactlons:
All Transactions with related parties are carried oul by the company at arm's length prices.

Financial risk management

The Company's financial assets majorly comprise of trade receivables, security deposits, margin money and cash & cash
equivalents. The Company's financial fiabilities majorly comprise of deferred payment credit, trade payables, and other
commitments.

The Company Is exposed 1o cradit dsk and liquidity risk arising oul of operations and the use of financial instruments. The
Board of Diractors have overall responsibility for establishment and review of the Company's risk management framework.

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

Credit Risk

Credit risk Is the risk that the counterparty will not meet its obligation under a financial instrument or customer contract leading
to financial loss. The Company's exposure to credit risk arises from its operaling and financing activities. The credit risk arises
primarily from {rade receivables, and the financing aclivities including deposits with Bank & Financial institution.

The receivables comprise of receivable from Customers (Mainly Dealers). Credit quality of a customer is assessed based on
an extensive credit rating scorecard and individuai credit limits sre defined in accordance with this assessment. Outstanding
customer receivables are regularly monitored. The company uses the parameters from ils past business experience and
collection trends and provision is made for doubiful debts based on such parameters & management estimate.

Credit risk from balances with banks and financial institutions are managed by maintaining the balances with highiy repuled
commercial banks only.

Liquidity risk

Liquidity risk is the risk that the Company wilt encounter difficulty in meeting financial obligations due to shortage of funds. The
Company's exposure 1o liquidity risk arises primarily from mismatches of the maturities of financial assets and liabilities. The
Company's objective is to maintain a balance between continuity of funding and flexibility. The Company has a treasury team
which monitors on a daily basis the fund positionsirequirements of the Company. The treasury management team plans the
cash flows of the Company by planning and identifying future mismatches in funds availability and reporis the planned and
current liquidity position to the top management and board of directors of the Company. The Company's monitors ils risk lo a
shortage of funds on a regular basis through cash forecast. The Company's cbjective is to maintain a balance continuity of
funding and fiexibility through the use of bank overdrafis. Access lo source of funding is sufficient,




» Japan Private Limited
s forming part of the Accounts for the year ended March 31, 2024

Notes contd

lil) Market Risk

a

——

b)

[4

2218

—

Markal 7lsk 1s the risk that tha fair value of future cash flows of a financlal instrument wilt fluctuate bacause of changes in
market pricas and economic condition. Matket prices comprise four types of risk: intarest rala risk, currency risk, commaodity
price risk and other price risk, such as eqully price risk. Financlal Instruments sffacied by marke! risk include loans and
borrowings and deposits.

Interest Rato Risk

interest rate risk is the risk that the fair vaiue or future cash fiows of a financlal instrument will fluctuate because of changes in
market Interest rates. The Company's exposure (o the fisk of changes in market inlerest rales relates primarily to the
Company's bank terms loan, overdralt and shor lerm deposils,

The Company doos not have any oulstanding loan as on reporling date, however H manages its interest rale risk by
negolialing wilh highly reputed commerclal banks.

Foreign Currency Risk

Foreign currancy risk Is the risk thal the falr value or fulure cash flows of a financial instrument will flucluate because of
changes In foraign exchange rates. The Company's exposure lo the risk of changes in foreign exchange rates relates primarily
lo the Company's oparaling activities (when revenue or expense is denominated in a different currency from the Company's
functional currancy},

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

Commodity Price Risk
The Company Is affacted by the volatllity of cerlaln commodities. Its operating aclivities require the ongoing purchase of
colorant, Chemicals used in colour base, packing materials, diesel efc. and therefora require a continuous supply of the same.

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

Cash Flow Statements:

Cash flows are teporied using the indirect method, whereby nel profit befare tax is adjusted for the effects of Iransactions of 2
non-cash nature and any deferrals or accruals of past or future cash receipls or payments. The cash flows from reqular
revenue generaling, investing and financing activities of the Company are segregated. The Cash flow statement 15 separalely
attached with the Financial Statements of the company.




KNP Japan Private Limited
Notes forming Part of the Accounts for the Year Ended March 31, 2024

1. Property, Plant and Equipment

Colourant T

i G Ay . kab : otal
i Land Buildi Computer ~ Networking  Fumiture Vehictes Air. Electrifica Generator ; Machinery Others Machine Total
Particulars (NRS} (NRS} {NRS) (NRS) {NRS) (MRS} Conditionse [NRS} {HRS) ipment (NRS) (NRS) NRS
(MRS} [NRS) (NRS}
Cost of asset
As At April 01, 2023 3,693,016.67 95,576,026.85 §,054,283.29  223,766.50 6,716,125.87 25,440,742.06  1,954,854.39 957343015  4,071,161.80 5910,584.77 78,383,600.03 9,499.432.03  13,564,584.99  260661.713.40
Aaditons 401,144.60 1,076,305.50 790,864 96 152,635.00 404,436 00 3,149,599 40 §67,199.00 5942 20866
Irnpaicment -
Disposals S & & . . W % = % x 3 i (324,225 44) (324 225.44)
s At March 31, 2024 3,693,016.67 §5,877,171.65 5,054,283.29  223,766.50 71,792,436.37 26,231,627.02  2,107,593.39 §.977,866.15  4,071,161.80 5,810,584.77 $1,533,199.43  10,456,631.03  13,240,359.55  267.279,696.62
Dep ticn and hmg -
As At April 01, 2023 - 39,751,160.34 4,319,269.08  131,264.05 3,243,160.60 21,996,872.50 719,061.64 5627,057.17  1,958,812.94 514,754.25 36,116,858.47 4,343,673.40 . 118,721,944.44
Deprecistion charge for & 3,182,718.28 500,802.47 14,925.23 480 664 77 685 651.72 47,768 64 a78 726.92 20355609 29552825 3,997,094 81 488,114 09 - 10,425,454 27
o ek
ImparTet - - - - - - - - -
Disposals/Adustments - - F - - & 4 s - = i 5 # -
R At March 31, 2024 - 42,93),878.62 4,820,071.55  145,1B9.28 3,723,726.37 22 682,524.22 816,830,286 5,105,784.08  2,162,371.03 B10,283.50 40,111,951.28 4,831,787.4% . 129,147,398.71
Net book valun
As At March 31, 2024 3,693,016.67 53,043,253.03 1,234.211.74 17,577.22 4,068,710,00 3549,102.80  1,290,763.11 3,872,082.06  1,908,780.77  5,100,301.27 41,419,246.15 563484364  13,240,359.55  138132,297.91

As At March 31, 2023 3,693,016.67 £5,824,866.51 1,735,014 92,502.45 3,472,969.27 1,443 B69.56 1,235,892.75 1,946,372.98 2,112,348.86  5,295830.52 42,266,741.56 5.155,758.63 13.564,584.99 141,939,768.96




KNP Japan Private Limited

Notes forming part of the Accounts for the year ended March 31, 2024

4. Intangible Assets

particulars

Cost of asset

As At April 01, 2020
Additions

impairment

Disposals

As At April 01, 2023
Additiens

impairment

Disposals

As At March 31, 2024

Amortizatlon and impairment
As At April 01, 2020

Amortization charge for the Year
impairment
Disposals/Adjustments

As At April 01, 2023

Depreciation charge for the period
impairment
DisposalsfAdjustments

As At March 31, 2024

Net book value
As At March 31, 2024
As At March 31, 2023

Software Total

{NRS) (NRS)
17,533,434.40 17,533,434.40

§ .

17,633,434.40 17,533,434.40
17,533,434.40 17,633,434.40
1,499,360.40 1,499,360.40
4,177,062.49 4,177,062.49
2,672,880.14 2,672.880.14
6,849,942.63 6,849,942.63
10,683,491.77 10,683,491.77

13,356,371.91

13,356,371.91




KNP Japan Private Limited

Notes forming part of the Accounts for the year ended March 31, 2024

5, Capital Work In Progross

pariculars

Cost of assot

As At April 01, 2023
Additions
Capitalization
Disposals

As At March 31, 2024

g, Other Non Current Assats
Particulars

Long Term

Unsecured (considered good)
Security Daposits
Bg Margin

7. Inventorles (As taken, valued and certified by management)

Particuiars

Raw Materials

Packing Materials
Work-in- Process (WIF)
Finishad Goods
Auxiliary Raw Materials
Stores & Spars Parls

8. Trade Recaivables

Particulars

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

8.1. Trade receivables

Plant &
Machinery .
[ﬂﬂ&l {_._g.l
6,642,444.16 5,642,444.16
21,456,781.71 21,456,781 71
(12,601,012.18) (12,601,012 18}
14,498,213.69 14,498,213.69
As At As At
March 31, 2024 March 31, 2023
(NRS) (NRS)
249,650.00 229,650.00
300,000.00 300.000.00
548.650.00 529,650.00
As At As At
March 31, 2024 March 31, 2023
{NRS) (NRS)
75,081,273 88 69,590,616.70
4,247 823.33 5,948 455 63
122,147.50 122,147.50
163,518,608.53 156,705,225.77
£14.238.50 747,046.18
4,009,844.03 4,316,631.41
248,493 935.77 237,430,123.18
As At As At
March 31, 2024 March 31, 2023
(NRS) {NRS)
8.1 87633501308 928,463,702.79
8.2 (232,264,358.95) (222,227.874.49)
644 070,654.13 706,235 826.30

Trade receivables includes receivables from debtors during ordinary course of business and are non interest bearing.

8.2. Provision for allowances

For allowances, assets are tested coliectively for Impalrment, and Impaired, if necessary. Estimaled irrecoverable amounts are
based on the ageing of the receivable balances, taking previous cases of default Into consideration and historical experiences. The
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" KNP Japan Private Limited
 Notes forming part of the Accounts for the year ended March 31, 2024

smovement In allowances of trade receivables

 Pariculars

Opening Balance

~ |mpairment losses Recognized during the Year as per Expected

Credit Loss (ECL)

_ Trade receivables writtenoff
 Closing Balance

g, Cash & Cash Equlvalents

articy

Cash on hand

Balances with Banks
in Currant & Call Accounts
In term Deposits

As At As At
March 31, 2024 March 31, 2023
(NRS} (NRS)
222,227,874.48 209,757,000.06
16,332,996.00 20,000.000.60

5,206,511.54)

(7,529,125.51)

= gmw 222,227,874.48
As At As At
March 31, 2024 March 31, 2023
(NRS) (NRS)
1,775,843.65 2,026,402 01
16,590,020.41 254977275
18,365,864 06 4,576,174.76

Balance at Bank in Term Deposits includes amount held by bank as fixed deposits having maturity of three months. Accordingly the

same is classified as cash & cash equivalents.

Balances at bank in term & Call deposits earns interest at floating rates based on bank deposit rates. Short-term deposits are made
for varying year of between one month and three menths, depending on the immediate cash requirements of the Company. and

sarn interest at the respective short-term deposit rates.

The above balances are considered as the cash & cash equivalents for the purpose of Statement of Cash Flows.

10. Financial Assets At Amortized Cost

As At As At
Particulars March 31, 2024 March 31, 2023
{NRS) (NRS)
in Term Deposits 272,300,000.00 286,800,000.00
272,300,000.00 286,300,000.00

investment includes Balance at Bank in Term Deposits held by bank as fixed deposits having maturity above three months
Accordingly the same is classified as investment At Amortized Cost.

11. Current tax Assets/ (Liabilities}

Particulars

Advance Income Tax
Less: Provision for Taxes >

As At As At
March 31, 2024 March 31, 2023
{NRS) (NRS})
94,866,012.09 40,951,390.52
{26,721,631.00) {23,219 609 86)

58,145,281.09

17,741,780.66




KNP Japan Private Limited
Notos forming part of the Accounts for the year ondod March 31, 2024

12, Other Curront Assols

Ag AL Ag At
particulars March 31, 2024 March 31, 2023
(NRS} (NRS)
stafl Advances 21,210.72 284,680.40
1JC Margin 568,565.71 146,284 .34
propaid Exponsos 2.024,481.40 1,482,336.60
Advance To Suppliers 18,702,571.95 1,897 642,30
Custom Deposits 12,d60.827.00 13,788,751.32
Reverso VAT Receivablo 1,243,103.00 1,388,528 00
Othar raceivables 11,400,053 86 8,372,492.26
46,038,838.64 25,360,715.28
13, Equity Share Capitai
As At As At
articul March 31, 2024 March 31, 2023
{NRS) {NRS)
Authorized:
Equity shares of Rs. 100/- each §00,000,000.00 500,000,000.00
5,000,000 Equity Shares
issued; 200,000,000.00 200,000,000.00
Equity shares of Rs. 100/- each
2,000,000 Equity Shares

Subscribod and fully pald: 130,000,000.00

130.000.000.00

Equity shares of Rs. 100/- esach

1,300,000 Equity Shares

Of Which;

£8% Shares owned by Kansal Narolac Painls Lid,, India
32% Shares aro hald by Local Parties.

130,000,000.00

s b e

13.1 Reconclllation of share Capital:

130,000,000.00

As At As At
artlculars
Faticulars March 31, 2024 March 31, 2023
Opening Equity Shares 1,300,000 1,300,000
Add: No. of Shares, Share Caplta! Issued/subscribed during the
year
Closing balance 1,300,000 1,300,000
Value of Shares {NRS) 130,000,000 130,000,000
13.2 Shares In the company hold by sharehoider holding more than 1 percent
As At As At
me.o ho March 31, 2024 March 31, 2023
(NRS} (NRS)
- Kansai Nerolac Paints Limited, Indla 884,000 884,000
- Ashok Baid 156,000 156,000
- Jeevan Kumar Agrawal 136,000 156,000
- Raj Kumar Bald 52,000 52,000
-Viay Singh Bald 52,000 52,000
: 1,300,000

1,300,000




KNP Japan Private Limited

Notes forming part of the Accounts for the year ended March 31, 2024

44, Other Equity/Reserve & Surplus

articula
jncoma Statement Balance

Opening Balance
Add: Profit for the Year
Dividend Paid

15, Other Non Current Financlal Liabllities

particulars

Short Term
Siafi Weifare Fund

15.1. Staff Welfare Fund

As At As At
March 31, 2024 March 31, 2023
{NRS) (RS}
$30,316,263.81 782.858,27185
89,073,580.18 112,458,991 88
{26,000,000.00) (65,000,000.00)

893,388,841.99

830,315,263.81

As At As At
March 31, 2024 March 31, 2023
{NRS) {NRS)
48,552 005.36 52,268,580.36

48,652,005.36

52,268,580.36

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

16, Provislons

Particulars

Long Term

For Employee Benefits
Leave Encashment
Housing Reserve

16.1, Leave Encashment

As At As At
March 31, 2024 March 31, 2023
{NRS) (NRS)
16.1 1.874,545.47 3.560,040.50
16.2 21,299,952.00 21,289 852.00

23,174 48747

i

24,859,852.50

e e e e
—_——

it is the amount provisioned on accumulated leave provided as per New Labour Act, 2074. The company has net done actural
vaiuation for the same as the impact was considered immaterial by the management.

16.2. Housing Reserve

It is the amount allocated as required under old Labour Act, 1892, The allocation is @ 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.




KNP Japan Private Limited

Notes forming part of the Accounts for the year ended March 31, 2024

17. Deferred Tax Liabllitles

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

Quarier as per Income Tax Act, 2058.

47.4 Recognised deferred tax assets and Habllitles

Deferred tax is measured based on the tax rates and the laws enacted or substantively enacted at the balance shest date. Deferred
tax assets are recognized only to the extent that there is reasonable certainty that sufficient future taxable income will be available

against which such deferred tax assets are realized,

Deferred 1ax assets and fiabilities are attributable to the following:

Pariiculars

Deferred Tax Liability
Property, plant and equipment
Inventories

Sub Total

Deferred tax Assets
Employee benefits
Sub Total

Net Deferred Tax Liabilities

17.2. Tax recognised in Statement of profit and loss

Particulars

Current income tax

Current Period

Adjustments for prier Quarter

Sub Total {A}

Deferred tax expense

Origination and reversal of temporary differences
Changes in tax rate

Change in accounting policy

Sub Total (B)

Total (A+B)

18. Trade Payables

Particulars

Sundry Creditors (Net)

ﬁ:s At As At
March 31, 2024 March 31, 2023
{NRS) {NRS)
7,151,959.00 10,378,220.00
354,783.00 271,418.00
7,506,752.00 10,649,638.00

(374,808 00) (759,543.00)
(374,909.00) (759,943.00)
7.131,843.00 §.889.695.00
As At As At
March 31, 2024 March 31, 2023
(NRS) (NRS}
26,721,631.00 37,847 00903

26,721,631.00 37,847,009.03
{2,757,852.00) 3.688.003.00
(2,757,852.00) 3,688,003.00
23,883,778.00 41,535,012.03
As At As At
March 31, 2024 March 31, 2023

(NRS) {NRS)

159,927 987.32 126,661,204 84

169,827,987.32

—————————

126,661,204.84
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19. Other Financial Liabllities

18.1. Provisions

KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2024

As At As At
panticulars March 31, 2624 March 31, 2023

{NRS) {NRS)
Tax Deduction At Source Payable 17,139,818.17 12,890,708 40
Salary & Wages Payable 3,056,755.22 2,307 198 48
LC Payables 15,710,802.54 10,234,549.18
Excise Duty Payable 14,045 480.15 14,195,462 54
Vat Payable 10,932,431.70 15,447,333 .83
Dividend Payable 16,796,000.00 41,950,000.00
Reverse Val Payable 1,243,103.00 1,388,528 .00
Provision for Expenses 18.1 113,684,423.26 180,460,775 47

192,508,814.04

259,023,555.81

As At As At
particulars March 31, 2024 March 31, 2023
{NRS) {NRS)
Provision For Staff Bonus 18.11 §,936,207.00 10,033,0597.00
Provision For Provident Fund “ 333,811.78
Provision for Selling & Distribution and Other Expenses 19.1.2 103,003,412.87 141,891,718.31
Aliocattion for CSR Fund 18.1.3 644,803.39 7,971,472.05
Gratuity - 238676.33
113,584,423.26 160,469,775.47

18.1.1 Provision for Staff Bonus
Provision for Staff Bonus has been made at 10% of net profit. The balance as on date amounts to Rs. .84 million (PY Rs. 10.03
rpillion).

19.1.2 Provision for Selling & distribution Expenses

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

The amount of provision recognized is the management's best estimale of expenditure required to settle the present obligalion as
at the reporting date. Management reviews provisions at each balance sheet date and is adjusted to reflact the best current
estimate. If it is no longer probable that a an outflow of rescurceftransfer of economic benefits will be required to settle the
obligation, the provision is reversed.

18.1.3. CSR Expenses

The company has providad 1% of its Net Profit before tax towards Corporate Social Responsibility (CSR) as required under Section
54(1) of the Industrial Enterprises Act, 2076. The fund created for the CSR Is to be utilized in the prescribed sector on the basis of
annual plans and programs as per the Industrial Enterprises Act, 2078,

Accordingly The Company has allocated for CSR Fund @ 1% of Net Profit before Tax.CSR Provided during the Year for Rs.1.14
mitlion (PY Rs.1.56 million). The fotal Provision as on reporting date amounts to NRs.0.64 million (PY NRs.7.97 milion).

gt advance

X

nidinary course of business.

fjcus{ a1 2 z

As At As Al
Paniculars March 31, 2024 March 31, 2023

{NRS) {NRS}
Opening Balance 7.871,472.08 7,430,687 28
Provided During the Quarter 1,141,792.00 1,555,485.00
Utilized During the Quarter {8,468.460.66) {1,014,710.23}
Closing Balance 644,803.39 7,971,472.05
20, Other Current Liabllities

As At As At
Partlculars March 31, 2024 March 31, 2023

{NRS) (NRS)
Confract Liabilities 6,504,136.88 6,694,564.80

§,594,136.88 6,604,564.80

(88 CamScanncr



KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2024

21, Revenus from Operations

Year ended Year ended
Particylars March 31, 2024 March 31, 2023
(NRS) (NRS}
Sala of Products

1,599,651,750.56
(243,724,364.19)
7,355,027,386.37

1,348,859,032.59
(271,913,626 40)
1,077,985 406.19

Paint Sales (Net)
*+*Lass Incentives and Schemes
Total Sale of Products

in venu

Scrape Sales 1,256,879.95

1,357,184,366.32

4,797,252.72
1,082,762,658.91

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and the revenue a_nd
associated costs incurred or to be incurred can be reliably measured. Revenue is measured at fair value of the consideration
recsived of receivable net of Value added tax and Excise Duty.

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

Revenue is recognized upon transfer of cwnership of goods to the customers, provided pervasive evidence of an arrangement
exists whereby collectability of revenue is reasonably cerain and no performance obligation is pending. Revenue from sales of
goods or rendering of services is nel of Indirect taxes, returns and discounts.

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

21.1 Disaggregation of revenue from contracts with customers
The Company derives revenue from sale of products from following major segments:

Particulars Year ended Year ended
March 31,2024 March 31,2023
{NRS) (NRS})
1) Revenue from contracts with customers:
Sale of products (Transferred at point in time}
Manufacturing
Nepal 1,031,699,846.19 1,206,564,506 37
Export
Trading 46,285,560.00 £9,362,880.00
1,077,985.,406.18 1,355,927,386.37
2. Other operating revenue:
Sale of Scrap 4,797,252.72 1,256,979.95
Others
4,787,252.72 1,256,978.95

Major Product lines
Paint 1,031,699,846.19

1,286,564,508.37

1,031,699,846.19

1,296,564,506.37

Sales by performance obligations

Upon delivery 1,031,699,846.18

1,296,564,508.37

1,031,699,846.18

1,296,564,506.37

Recongciliation of revenue from contract with customer:

Revenue from coniracis with customer as per the contract price 1,340,899,032.58
Adijustments made to contract price on account of
a) Discounts/Rebates/Incentives

b} Other Operating Revenue

{271,913,626.40)
4,797.252.72
~1,082,782,658.81

1,699,651,750.56

{243,724,384.18)
1,256.879.95

1,357,184,366.32

m CamScanncr
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KNP Japan Private Limitod
Notes forming part of the Accounts for the year ended March 31, 2024

21, Gthar Incoma

Year endod Year ando

Particulars Notos March 31, 2024 March 31, z:n
Soparate for Colorant and Salo of Fixod Assots (NRS} {NRS)
Profiti{loss) On Sala Of Colorant Maching 221 226,430.18 530,794 56
Other income 221 1,760,767.43 1,360,980.18
Intarast from

- flank doposits 22.2 26,583,520 80 23,959,236 .33

28,560,727 48 25851 011.07

22.1, Other Income

Other income comprises of miscellaneous Incoma recalved on sale of colourant machine which is ancilliary to minor oparation of the

company.

22,2, Intorest incomo

interest Income from Bank Doposits has boen recognised using effective Interest method as required by NAS 3¢. The rate of

concornod bank from which interest Income is earned Is considerad as affective rate of Intarest,

23, Cost of Salos

Yoar ended Year ended
Eanticulars Hotes March 31, 2024 March 31, 2023
(NRS} {NRS)
Raw Materlal Consumed 231 492,283,372.31 585,858 628.59
Packing Material Consumed 231 84,752 800.83 91,376,703.25
Changes In inventories of Finished Goods, 232 {6,813,383.76) 67,6872.076.78
WiP & Slock in Trads
Preduction & Manufacturing Overheads 233 35,760,556.98 34,704,821.75
605s993§446.36 789,711,530.37
23.1. Cost of Material Consumed
Year ended Year ended
|
Lot March 31, 2024 March 31, 2023
(NRS) (NRS)
Raw Material Consumed
Opening Stock 70,337 662.88 122,363,175.19
Add. Purchase During the period 497,651,221.81 543,933.416.28
Less ; Closing Stock 75,605,512.38 70,337 662.88
492,293,372.31 585,958 928.54
Packing Materlal Consumed
Dpaning Stock 5,048 45563 7,244,521 .24
Add: Purchase During the Pariod 83,052.268.53 50,079,637 64
Less : Closing Stock 4,247 82333 5,948 455 63
84,752,900.83 §1,375,703.25
577,046,273.14 687!336i631.84
23.2. Changos In Inventorlos of Finished Goods, WIP & Stock In Trade
Year ended Year ended
Particulars March 31, 2024 March 31, 2023
{NRS) {NRS)
Stack at the Beginning of the Porl
Finished Goods T srog 156,705,225.77 224,280,034.15
Somi Finishod Goods 122,147.50 219,415.90
166,827,373.27 224,489 450.05
Stock
Fini at the end of the Perlod 163,618,609.53 1568,7085,225.77
nished Goods
Somi Finlshed Good 122,147.50 122,147 .50
i 163,640,757.03 156,827,373.27
> 16,813,383.76) 67,672,076.78

cs F i Y o



Particulars

Consumption of Slore & Spares

Labour Wages & Other Benefits
Eleclricity Expenses

Repair & Maintenance:

- Machinery

-~ Building

Insurance Expenses

Qther Production Expenses

_ Securily Expenses Factory
lganing/Housekeeping Expanses
aboralory Expenses
Genaerator Running Expenses

4, Administrative Expenses

articulars

mployee Benefit Expenses
nsyrance Expenses
ecurity Expenses

rinting and Stationery
ent
epair & Maintenance:
- Vehicle
Computer & office Equipment
ravelling and Conveyance
- Auditors' Remuneration
Audit Fees
Legal Expenses

Bank Commission

Rates & Taxes & Renewals
Miscellaneous Office Expenses
Danation & Presentation

Sales Support Service Expenses
Vehicle Fuel

Software Amc Charges

Royaity Expenses

impairment losses on Receivables
Exchange Gain & Loss

Fine & Penalty

Allocation for CSR Fund

Bonus

Eleclricity Expenses

KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2024

3.3, Production & Manufacturing Overhoads

alephone and Other Communication Expenses

General Consultancy and Professional Charges

Year endad Year ended
March 31, 2024 March 31, 2023
{NRS) {NRS}
1,738,316.99 2220668 69
22,347,076.93 20,806,253 47
1.881,023.54 1,897 642.30
1.059,111.13 1,320,265.00
181,397 91 317,705.55
, 2,614,844 18 2,744 85533
350,615.68 226,753.51
2,830,564.50 2,371,380.29
676,832.10 850,429 81
161,228.55 154,804 96
1,919,447 49 1,784 062 84
e 35,760,556.98 34.704,821.15
Year ended Year ended
March 31, 2024 March 31, 2023
(NRS) (NRS)

241 75,752,304.02 62,458 454 .34
3,049,667.30 3,538,996.38
2,317,003.50 2.702,336.50
3,446,387.34 3,702,03530
1,180,302.85 1,080,565 91

18,584,333.00 16,548,165 .00
2,697,087 01 2,461,065.18
256,383,198 468,531.04
20,196,091.08 17,260,092 68

24.2 500,000.00 500,000 00

2,405,332.55 3,480,866.56
937,400.00 1,381,500.00
783.576.45 1.036,757.13
1,047,255.00 1,245,431.490
2,244 27168 1.051,001.72
24,905.00 14,000.00
8,257,494.83 6,287 413.42
1,509,366.91 1,404,246.50
3,060,000.00 3,060,400 00
243 22,913,327.51 27,499 276 99
244 16,332,996.00 20,000.000.00
13.975.07 869 84160
1,281,833.00 E
1,141,782.00 1,555,495.00

241 11,417,915.00 15,554,950.00

568,112.59 488 046 34
—TST0043TS.




KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2024

24.1. Employee Benefit Expenses _ o
gmployes benefit expenses includes monthly remuneration paid and other benefits like medical expenses, yniforms, training

gevelopment, Deputation Charges slc. Thesa are summarized below

£ Year ended year ended
e March 31, 2024 MarchNJ‘té 2023
R
(NRS)
o Exponee 49,771,333.73 48,753,177 64
o 17,543,836.04 1562341675

Deputation Expenses
o Ench - 3,084,745.61 234142365
784,123 58

L pave Encashment N
sraff Weifare Expenses 5,252,288 64 4,086,31 272
gmployee Profit Bonus 11.417.915.00 15,654,850 0O
§7,170,219.02 78,053,404.34

24.1.1 Deputation Charges
Aprit 1, 2023 to

The Company has Erovidad the deputation service charges ameunting to NRs.17.54 Million for the Quarter from ) !
March 31, 2024 10 M’s Kansai Nerolac 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 lo the subsidiary as per the requirement of the

subsidiary and included in salary & allowances in Note 27.

The company hﬁé deposited/provided the reverse charge of VAT on deputation service charge paid/ipayable to th
company, Kansai Nerolac Paints Ltd., india as per the provisions of sec. 8(2) of Value Added Tax Act of Nepal.

e Hoiding

24.1.2 Contribution to Soclal Security Fund

The Company has schemes of employment benefits namely Social Security fund as per fabour act 2017. Eligible employees receive
the retrement benefit plan established with Social Security Fund (SSF) which is a defined contribution plan. Both the employee and
company make monthly contributions to the SSF plan equal to 31% percent (20% by Employer & 11% by Employee) of the basic

salarywages

24.1.3 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 liabilty as the impact was considered immaterial by the management

24.2. Auditor Remuneration

Particulars Year ended Year ended
March 31, 2024 March 31, 2023
(NRS) {NRS)
Statutorg Audit Fee 400,000.00 400.000 .00
Tax Audit Fee 100,000.00 100,000.00
500,000.00 500,000.00

24.3. Royalty Expenses
The Royally is paid towards the use of Trademark, Business Systems & Know-how, Software & patents & General Administraltive &

i.:ganagemelnl Services @ 1% of Net Sales of Licensed Preducts (Net of Taxes) as per clause 3.1.1 of Article 1l of Technical License
resmen

However from Oct 16‘ 2021 the company has proposed to increase royalty to 2 % ie. clause 3.1.1. of article Il will be changed to
f’% fr:r:; {; 2%:. Accordingly, The Company has booked Royalty amounting to NRs. 22.91 Millions for the period from April 1, 2023 to
darch, .

24.4. Provision impairment losses on Receivables
The Company has made provisions for impairment during the year for Rs.16.3 million. The impairment loss as been recognized as

per Expected Credit Loss model (ECL) NFRS 8 whichs been disclosed in Notes 36 of Financial Statements
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KNP Japan Private Limited

Notes forming part of the Accounts for the year ended March 31, 2024

25. Selling & Distribution Expenses

Particulars

Advertisement

Transporiation/Loading-Unloading

Painter Token

Painter Scheme Expenses

Sales Promation

Coloutant Ame Charges

26, Finance Cost

Year ended Year ended
March 31, 2024 March 31, 2023
{NRS) (NRS}
48,280,963.28 72,307 837.53
30,484 468,50 47,352,186.17
7.830,077.42 18,245,780.87
§7,964,787.86 48 559,065.20
15,484,300.36 37,063,623.45
3,389,723.69 5,063,782.28

172,434,321.11

228,592,275.50

Finance costs comprises of interest on short term borrowings in the form of bank overdrafts, All these cost are carried at amaortized

cost using effective interest rate as required by NAS 38,

Particulars

interest Expenses

27. Depreciation And Amortization Expenses

Particulars

Depreciation / Amortisation for the year

Tangible Assels
Intagible Assets

Year ended Year ended
March 31, 2024 March 31, 2023
{NRS) {MRS)
4,470,702.48 1,823 163,42
4,470,702.48 1,823,163.42
Year ended Year ended
March 31, 2024 March 31, 2023
(NRS) {NRS)
13,088,334.41 13,213,930.42

13,098,334.41

13,213,830.42




KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2024

28, Earning Por Share
Company presents basic and diluted Earnings 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
company by the weighted average number of equity shares outstanding during the year.

Diluted EPS amounts are calculated by dividing the profit or loss atiributable to equily 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 issuad on conversion of all the dilutive potential ordinary shares into ordinary equity shares

Year ended Yoear ended
levlars March 31, 2024 March 31, 2023
{NRS) {NRS)
Frnitsor (Y0 yoaF (78] 1 T 89,073,560 112,458,892
Welghied svethge R’ of shares 1,300,000 1,300,000
Basic Earning per share {(Rs.) g9 87
Diluted Earning per share {Rs.) e 87

*The company has not issued any potential equity shares during the year and accordingly, hence, the basic and diluted
earnings per share are same.




KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2024

29, Contingent Liabilities & Capital Commitments:
29.1. Contingent Liabliltles

Contingent liabilities are potential future cash out flows, where the likelihood of payment is considered more than remole, bul is
not considered probable or cannot be measured refiably.

29.1.1 Claims against the Company not Acknowladged as debt:
i} Corporate Tax Matters:
The Income Tax assessment has been completed up to F/Y 2018/19 (i.e. up to July 16, 2019). The company has net accepted

the said assessment of the tax liabifities regarding Income Taxes assessed @ 20%. The company has appealed against it and the
casé is pending at Supreme court, the verdict of which is still awaiting. The detail of demand is given below:
L]

FY oy Letter Letter
Reference No, Reference Date
2016-17 (2073/74) 13,776,107.62 Ch. No.1828 11/06/2075
2017-18 (2074/75) 15.577,184.00 Ch. No.831 08/05/2678
" 2018-19 {2075/78) 21,238,675.87 Ch, No.142 08/03/2080
Total §0,5689,967.49

ii} Indirect Taxes Matters:

The Customs Office, Parsa has demanded against short duty, Excise & short VAT which arises due to the valuation issue raised
by Customs Office. As per the company the item should be classified in the HSN Code of duty rate of 10% but was classified by
the Customs Office in HSN code of duty rate of 30%. Accordingly, the differential customs duty of 20%, Excise @ 7% & VAT @
13% on it has been demanded by the Customs Office. The company has not accepted the said demand as detailed below and is
in the process of appeal against it.

Letter Letter
Reference No. Reference Date Custom Excise Duty VAT Tatal
07T6/077 Ch.No.70 21/09:2078 7.586 484 .00 3,451,855.21 1,434,985.41 12,473,334 62
05/02/2021 &
M 2988 & M 8950 211032021 2,269,824.78 . 295.077.22 2.564,802.00
Total 9,856,318.78 3,451,855.21 1,730,062.63 15,038,236.62

iii} Pending Litigations:

a) Suit Filed By Employee of Company:

The employee of Campany Mr, Surya Narayan Das has filed case against the company regarding the postion issue in FY
207071, The company has terminated the employee from that date, however the case is stit pending at honourable Supremsa
Court, the verdict of which is still awaited.

b) Suit Filed by Company on Debtors:

The Company has send the Legal Notice to customers through company lawyer whose outstanding more than 180 days or more
to recover the company money.

iv) Unexpired Letter of Credits:
The company has following cantingent liability against unexpired letter of credits:

_ As At As At
. Particulars March 31, 2024 March 31, 2023
. (NRS) (NRS)

' Letter of Credits 45,015,444.93 31,209,850.45

29.1.2 Bank Guarantee:

oS anii s



KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2024

30. Dividend:
Dividends on ordinary shares are recognised as a liabiiity 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 is only disclosed as
a note to the financial stalements.

As At As At
Particulars March 31, 2024 March 31, 2023

(NRS) (NRS)
pividend Approprialed/Paid during the year 26,000,000.00 65,000,000 00
pDividend Per shares: , 20.00 5000

31, Capital Management:

For the purpose of the Company's capital management, capital includes issued equity capital, share premium and ali other
squity reserves attributable to the equity hoiders and Redeemable Preference Share capital which is considered as liability
under NFRS. The primary cbjective of the Company's capital management is to maximize the shareholder value.

The Company manages its capital structure and makes adjustments in light of changes in economic conditions and the
tequirements of the financlal covenants. To maintain or adjust the capital structure, the Company may adjust the dividend
payment to sharehoelders, return capital to shareholders or issue new shares. The Company monitors capital using a gearing
ratio, which is net debt divided by equity. The Company includes within net debt, loans and borrowings less cash and cash
eguivalents.

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

No changes were made in the objectives, policies or processes for managing capitai during the Period ended 31 March,
2024 and March 31, 2023.

32, Lease NFRS 18

The Company ?as.not beep recognized Right of uses Assets and Lease liability as per NFRS 18, because as per
paxagra_ph B34 e A_ lease is no fonger enforceable when the lessee and the lessor each has the right 1o terminate the
lease without permission from the other party with no more than an insignificant penalty”.

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

33. Aliowances of Credit Losses

The Company's exposure to credit risk is influenced mainly by the individual characteristics of each customer. The
Management Committee has established a credit policy under which each new customer is analysed individually for
creditworthiness before the Company's standard payment and delivery terms and conditions are offered. The Company's
review includes financial statements, credit agency information, industry information and in some cases bank references
Sales Himits are established for each customer and reviewed constantly. Any sales exceeding those limits require approval
from the management.

The concentration of credit risk is limited due to the fact that the customer base is large. There is no customer representing
mare than 5% of the total balance of trade receivabies. For trade receivables, as a practical expedient, the Company
compules credit ioss allowance based on a provision matrix. The provision matrix is prepared based on historicaily observed
default amounts over the expected life of trade receivables and is adjusted for forward-looking estimates.

As At As At
Movement in expected credit loss allowance on trade receivable March 31, 2024 March 31, 2023

(NRS) (NRS)
Balance at the beginning of the year 222,227,874.49 209,757.,000.00
Loss allowance measured at lifetime expected credit losses 16,332,986.00 20.000,000.00
Trade receivables writtenoff (6,296,511.54) (7,529,125 51)
Balance at the end of the year e 232,264,358.95 222,227,874.49
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KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2024

14 Financial Instrumea nts:

Accounting Classifications and Fair Valus

The fair value of the assets and liabllities are Included at the amount at which the Instrument could be exchanged in a current

rransaction between willing parties, other than in forced er fiquidation sale. The following methods and assumplions were used
o estimate the fair values:

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

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

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

interest rates and individual credit worthiness of the counterparty. Based on this svaluation, allowances are taken to the account
for the expected losses of these receivables. '

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

Leve! 1: quoted {unadjusted) prices in active markets for identical assets or liabilities

Leve! 2: ather techniques for which all inputs which have a significant effect on the recorded fair value are observable, either
directly or indirecty

Lavel 3;?3:5?"““1“33 which use inputs that have a significant effact on the recorded fair value that are not based on observable
market data

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

Carrying value

Fairvalue  Fairvalue through
) through profit other
Pasticulars and loss comprehensive Amabiatot. beell test2 Level3

{'FVTPL income (FVOCT)

Fair value measurement using

financial assets

Non- Current

Security Deposits . . 249,650.00 - . 249,650.00
8g Margin 300,000.00 - o 300,000.00
Current 5
Trade Receivables 644,070,654.13 - - 644,070,654 13
Financial Assets At 272,300,000.00 - - 272,300,000.00
Amortized Cost

Total 916,920,304.13 - - 916,920,304.13
Financial liabilities

Non- Current

Cther Financial Liabilities 48,652,005 - - 48,552 00536
Provisions 23,174,467 - - 23,174,497 .47
Current

Trade Payables 159,827,687.32 - B 158,927 987 32
Other Financial Liabilities 192,508,814.04 - - 192,508,914.04
Total 424,163,404.19 - - 424,163,404.19
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KNP Japan Private Limited
Notes forming part of the Accounts for the year ended March 31, 2024

a5, income Tax Assessment:

The Inc

ome Tax assessment has been completed up to FIY 2075/76 (up to Ashad 31, 2076 equivalent to July 18, 2019). The company has

qaot accepted the said assessment of he tax liabilities regarding Income Taxes assessed @ 20%. The company has appealad against it and
tha case is pending at Supreme court, the verdicl of which is stil awaiting. The detail of demand is given below:

FY Tax Letter Ref. No, | Letter Ref. Date
207314 13,776,10762 1 Ch. No 1826 11/06/2075
2074115 15,577,184 .00 Ch. No.834 (8/05/2078
2075/78 21,236,675.87 Ch, No.142 0B8/03/2080

Total 50,589,967.49

The IRD has also assessed the VAT & TDS amount of FYY 2
paid these lax abilities. The detail of TDS & VAT paid is given

below:

075/76. The company has accepted the said assessment & the company has

FY VAT Fino TDS Fine Total Letter Rof. No, | Letter Ref. Date
2073174 3.017,553.00 327,156.94 3,344,709.84 | Ch.No.1825, 1827 11106812075
207578 640,933.00 8,215.00 649,148.00 | Ch. No.127, 128 16/02/2080
Total 3,658,486.00 335,371.94 3,993,857.94
16. Related Party Disclosures:
i} The Company ldentifies the following as the related parties under the requirement of NAS 24.
Holding Company:
Kansai Nerclac Paints Limited, Mumbal, india
Subsidiary Company
Nonsg
Key Managerial Personnel:
Ashok Kumar Baid Director
Jeevan Kumar Agrawal Director
Manoj Kumar Mishra Country Head
Pradeep Agrawal Senior Manager(Commercial)
Pravin Eknath Jadhav Factory Head
Anil Kr. Singh Deputy Manager, Accounts & Finance
ii} Related Party Transactions:
All Transaclions with related parties are carried out by the company at anm's length prices.
Relation - Nature of {Purchase)/ {Recelpts)/ Closing
Pty e Transaction Qpertng Sales Others Payments Balance
Nepal Shalimar Common Director - §g,745.18 - - 99,745.18
Cement Pwt. Ltd. Sales i
Guoyal Hardware, Common Director - 17743343 2,924,102.00 - {2,979,286.66) 122,248.77
Biralnagar Sales
Siddhi Vinayak Pvt.  |Related to Director - 4281,791.14 20,770,147.00 - {15,846,283.82) 5,205 654.32
Ltd., Birgunj. Sales
Siddhi Vinayak Pvt.  |Related to Director - (4,525,650.00) (6,553,117.27) - 10,598,928.77 {478,837 .50)
Lid., Birgunj. Purchase
Shalimar Investment |Common Director - 197 ,653.00 {2,371,836.00) - 2,371,836.00 197,653.00
Co. Pvt. Ltd, Rent
Preeti Baid Birector Wite - Rent 105,000.00 {1.333,496.00) - 1,575.000.00 346.504.00
Kansal Nerolac Holding - Purchase {66,158.80) . 5 (66,158 80)
Paints Ltd. Kanpur,
Jainpur
Kansai Nerolac Holding - Service {97,538,561.56) - {51,185,388.48) 71,424,384.37 (77,300,545.67)
Paints Ltd. Mumbai e
Hr. Ashok Kumar Director - - {2,964,000.00) 2,964,000.00 -
Baid
Mr Jeevan Kumar  |Director - - {2,964,000.00} 2,964,000.00 -
Agrawal
Mr. Raj kumar Baid [Shareholder - - {988,000.00) 488,000 .00
Mr. Vijay Singh Bald |Shareholder - - {988,000.00) 988,000
Total (97,260,747.63) 13,415,799.73 (81,185,368.48)
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; forming part of the Accounts for the year ended March 31, 2024
Noté

anses for Selling & Distribution Expenses:
37 i:rpnpany has made expenses for sales promotion ey,
&

! penses & other sales related expenses like trip schemes, dealer season schemeas
¢ ased onthe estimated calculations refated to the sa
gle-

les for Year ended March 31, 2024.

poriod & PUrpose of Financial Statement:
38

55 per i€ provisions of income Tax Act, 2002, the period of financiat statements should be from the dale of registration to the end of financial

i, Juiy 16, 2024. However this financial statemlanl has been prepared for the period from April 0%, 2023 ta Mareh 31, 2024 for purpose
o?consolédaliﬁﬁ with the holding company Mrs Kansai Nerolac Paints Limited, India as per regulatory requirement,

59, Evants after Reporting Date:

No circumstances have arisen since the reporting date which would require adjustments le, or disclosure in the financial statements.

“ RegmuPing of Figures:
S revious Year's figures' have been regroupedirearranged wherever necessary.

44, Miscellangous: ‘
() 4l amounts are stated in Nepalese Rupees (NPR).

(i) Al the account confirmation with regards to Bank Balances,

sales, purchase, receivables and payables are in process of obtaining from
nerm.
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