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INDEPENDENT AUDITOR’S REPORT
To the Members of THE RAMCO CEMENTS LIMITED

Report on the Audit of the Separate Financial Statements

Opinion

We have audited the Separate financial statements of THE 
RAMCO CEMENTS LIMITED (“the Company”), which comprise 
the Balance sheet as at 31st March 2020, the Statement of Profit 
and Loss, the Statement of changes in Equity and the Statement 
of cash flows for the year ended on that date and notes to 
the financial statements, including a summary of significant 
accounting policies and other explanatory information (herein 
after referred to as “the Separate Financial Statements”).

In our opinion and to the best of our information and according 
to the explanations given to us, the aforesaid Separate financial 
statements give the information required by the Companies Act 
2013 (‘the Act”) in the manner so required and give a true and 
fair view in conformity with the accounting principles generally 
accepted in India, of the state of affairs of the Company as 
at March 31, 2020, and the profit and total comprehensive 
income, changes in equity and its cash flows for the year ended  
on that date.

Basis for Opinion

We conducted our audit in accordance with the Standards on 
Auditing (SAs) specified under section 143(10) of the Companies 
Act, 2013. Our responsibilities under those Standards are further 
described in the Auditor’s Responsibilities for the Audit of the 
Separate Financial Statements section of our report. We are 
independent of the Company in accordance with the Code of 

Ethics issued by the Institute of Chartered Accountants of India 
together with the ethical requirements that are relevant to our 
audit of the Separate financial statements under the provisions 
of the Companies Act, 2013 and the Rules there under, and we 
have fulfilled our other ethical responsibilities in accordance with 
these 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.

Emphasis of Matter

We draw attention to Note No. 57 to the Separate financial 
results, which describes the uncertainties and the impact of 
the COVID-19 pandemic on the company’s operations and 
results as assessed by the management. The Management 
has assessed that there is no material impact on the financial 
statements due to lockdown and related restrictions imposed 
towards controlling the COVID 19 pandemic. Our opinion is not 
modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional 
judgment, were of most significance in our audit of the Separate 
financial statements of the current period. These matters were 
addressed in the context of our audit of the Separate financial 
statements as a whole, and in forming our opinion thereon, and 
we do not provide a separate opinion on these matters. We have 
determined the matters described below to be the key audit 
matters to be communicated in our report.

S. No. Key Audit Matter Auditor’s Response

1 Adoption of Ind AS 116 Leases

The Company has adopted Ind AS 116 with effect from 
1st April 2019 using Modified Retrospective Approach. 
The application and transition to this new accounting 
standard is complex and involves significant judgment 
and estimates made by the management which includes 
measuring of liability for all leases.

The company has adopted the Modified Retrospective 
Approach method for transition to Ind AS 116, consequently 
comparative figures for the previous years have not been 
restated and continue to report under Ind AS 17.

(Refer to Note No. 4.6 and 50 to the Separate Financial 
Statements)

Principal Audit Procedures

Our Audit procedures involved review of the company’s Ind 
AS 116 implementation process, and key judgments made by 
management evaluation of lease agreements/arrangements on 
sample basis and comparison of the same with management’s 
evaluation and assessment. We also evaluated the computation 
of lease liabilities and the discount rates adopted.

Our tests on sample basis focused on reviewing the key 
terms and conditions of the lease agreements and obtaining 
evidence for the estimated useful live of right of use assets. 

Furthermore we assessed the adequacy and appropriateness 
of the disclosures to Separate financial statements.
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S. No. Key Audit Matter Auditor’s Response

2 Recognition and measurement of deferred taxes

The recognition and measurement of deferred tax items 
requires determination of differences between the 
recognition and the measurement of assets, liabilities, 
income and expenses in accordance with the Income Tax 
Act and other applicable tax laws including application of 
ICDS and financial reporting in accordance with Ind AS. 

Assessment of Deferred Tax Assets is done by the 
management at the close of each financial year taking into 
account forecasts of future taxable results.

We have considered the assessment of deferred tax 
liabilities and assets as a key matter due to the importance 
of management’s estimation and judgment and the 
materiality of amounts.

(Refer to Note No. 4.4.3, 4.4.5 and 4.4.6 to the Separate 
Financial Statements)

Principal Audit Procedures

The key matter was addressed by performing audit procedures 
which involved assessment of underlying process and 
evaluation of internal financial controls with respect to 
measurement of deferred tax and assessment of the items 
leading to recognition of deferred tax in light of prevailing tax 
laws and applicable financial reporting standards.

Furthermore we assessed the adequacy and appropriateness 
of the disclosures in the Separate financial statements.

3 Evaluation of uncertain Tax Position/ Other contingent 
liabilities

The Company has material uncertain tax position in 
respect of possible or actual taxation disputes, litigations 
and claims. The provisions are estimated using a 
significant degree of management judgment in interpreting 
the various relevant rules, regulations and practices and in 
considering precedents in various legal forums.

(Refer to Note No. 46.2.1 to 46.2.22 to the Separate 
Financial Statements)

Principal Audit Procedures

The Audit addressed this Key Audit Matter by assessing the 
adequacy of tax Provisions by reviewing the management’s 
underlying assumptions in estimating the tax provisions and 
the possible outcome of the disputes.

We reviewed the significant litigations and claims and 
discussed with the Company’s legal counsel, external advisors 
about their views regarding the likely outcome and magnitude 
of and exposure to relevant litigation and claims.

We also reviewed the relevant judgements and the opinions 
given by the company’s advisers, which were relied on by the 
management for such claims.

Furthermore we assessed the adequacy and appropriateness 
of the disclosures in the Separate financial statements.

4 Disputes and potential litigations

The Competition Commission of India (CCI) vide its order 
dated 31st August 2016 had imposed a penalty of ` 258.63 
Crores on the company towards alleged cartelisation. The 
Company’s appeal along with other cement companies 
had been dismissed by NCLAT vide its order dated 25th 
July 2018. Against the order, the Company appealed 
to the Hon’ble Supreme Court, which by its order dated 
05th October 2018 admitted the appeal and directed to 
continue the interim order passed by NCLAT. Accordingly, 
the Company has re-deposited ` 25.86 Crores being 10% 
of the penalty. The Company, backed by legal opinion, 
believes that it has a good case and hence no provision is 
made. Management Judgement is involved in considering 
the probability of the claim being successful and we have 
accordingly designated this as a focus area of the audit.

(Refer to Note No. 46.2.6 to the Separate Financial 
Statements)

Principal Audit Procedures

In response to the risk of completeness of the disclosures 
and probability of claim being successful, we reviewed the 
legal advice obtained by the management from external 
legal advisor. We discussed the case with Management and 
reviewed the related documents. We also reviewed the stand 
taken by other companies in the cement industry who are all 
also involved in this issue. We reviewed the disclosures for 
completeness based on our audit procedures.
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S. No. Key Audit Matter Auditor’s Response

5 Existence and impairment of Trade Receivables

Trade Receivables are significant to the Company’s 
financial statements. The Collectability of trade receivables 
is a key element of the company’s working capital 
management, which is managed on an ongoing basis by 
its management. Due to the nature of the Business, the 
requirements of customers and various contract terms are 
in place, there is a risk that the carrying values may not 
reflect the recoverable amounts as at the reporting date, 
which would require an impairment provision. Where there 
are indicators of impairment, the company undertakes 
assessment of the recoverability of the amounts. Given 
the magnitude and inherent uncertainty involved in the 
judgement, in estimating impairment assessment of trade 
receivables, we have identified this as a key audit matter.

(Refer to Note No. 17 to the Separate Financial 
Statements)

Principal Audit Procedures

We performed audit procedures on the assessment of trade 
receivables, which included substantive testing of revenue 
transactions, obtaining trade receivable external confirmations 
and testing the subsequent payments received. Assessing the 
impact of impairment on trade receivables requires judgement 
and we evaluated management’s assumptions in determining 
the provision for impairment of trade receivables, by analyzing 
the ageing of receivables, assessing significant overdue 
individual trade receivables and specific local risks, combined 
with the legal documentations, where applicable.

We also reviewed the system of obtaining monthly confirmation 
from the customers, which are kept in electronic mode by 
the company. We tested the timing of revenue and trade 
receivables recognition based on the terms agreed with the 
customers. We also reviewed, on a sample basis, terms of the 
contract with the customers, invoices raised, etc., as a part of 
our audit procedures.

Furthermore we assessed the adequacy and appropriateness 
of the disclosures in the Separate financial statements.

Information Other than the Separate Financial Statements 
and Auditors’ Report Thereon

The Company’s Management and Board of Directors are 
responsible for the other information. The other information 
comprises the information included in the Company’s annual 
report, Board’s Report including Annexure to Board’s Report, 
Business Responsibility Report, Corporate Governance and 
Report on CSR activities and Shareholders information but does 
not include the Separate financial statements and our auditor’s 
report thereon.

Our opinion on the Separate financial statements does not 
cover the other information and we do not express any form of 
assurance conclusion thereon.

In connection with our audit of the Separate financial statements, 
our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially 
inconsistent with the Separate financial statements or our 
knowledge obtained during the course of our audit or otherwise 
appears to be materially misstated. 

If, based on the work we have performed, we conclude that 
there is a material misstatement of this other information, we 
are required to report that fact. We have nothing to report in this 
regard.

Management’s Responsibility for the Separate Financial 
Statements

The Company’s Management and Board of Directors are 
responsible for the matters stated in section 134(5) of the Act 

with respect to the preparation of these Separate financial 
statements that give a true and fair view of the state of affairs, 
profit or loss including other comprehensive income, changes in 
equity and cash flows of the Company in accordance with the 
Indian Accounting Standards (Ind AS) prescribed under Section 
133 of Companies Act 2013 read with relevant rules issued 
there under and accounting principles generally accepted in 
India. This responsibility also includes maintenance of adequate 
accounting records in accordance with the provisions of the 
Act for safeguarding of the assets of the Company and for 
preventing and detecting frauds and other irregularities; selection 
and application of appropriate accounting policies; making 
judgements and estimates that are reasonable and prudent; and 
design, implementation and maintenance of adequate internal 
financial controls, that were operating effectively for ensuring the 
accuracy and completeness of the accounting records, relevant 
to the preparation and presentation of the Separate financial 
statements that give a true and fair view and are free from 
material misstatement, whether due to fraud or error.

In preparing the Separate financial statements, Management 
and Board of Directors are responsible for assessing the 
Company’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 Company or to cease operations, or has 
no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing 
the Company’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the Separate 
Financial Statements

Our objectives are to obtain reasonable assurance about 
whether the Separate financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to 
issue an auditor’s report that includes our opinion. Reasonable 
assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with SAs will always 
detect a material misstatement when it exists. Misstatements 
can arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on 
the basis of these Separate financial statements.

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

•	 �Identify and assess the risks of material misstatement of 
the Separate financial statements, 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 collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. 

•	 �Obtain an understanding of internal controls relevant 
to the audit in order to design audit procedures that are 
appropriate in the circumstances. Under section 143(3)(i) 
of the Companies Act, 2013, we are also responsible 
for expressing our opinion on whether the company has 
adequate internal financial controls with reference to 
Separate financial statements in place and the operating 
effectiveness of such controls. 

•	 �Evaluate the appropriateness of accounting policies used 
and the reasonableness of accounting estimates and 
related disclosures made by management. 

•	 �Conclude on the appropriateness of management’s use of 
the 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 auditor’s 
report to the related disclosures in the Separate financial 
statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the 
audit evidence obtained up to the date of our auditor’s 
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 Separate financial statements, including the disclosures, 
and whether the Separate financial statements represent 
the underlying transactions and events in a manner that 
achieves fair presentation.

Materiality is the magnitude of misstatements in the Separate 
financial statements that, individually or in aggregate, makes 
it probable that the economic decisions of a reasonably 
knowledgeable user of the Separate financial statements 
may be influenced. We consider quantitative materiality and 
qualitative factors in (i) planning the scope of our audit work 
and in evaluating the results of our work; and (ii) to evaluate the 
effect of any identified misstatements in the Separate financial 
statements.

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

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

From the matters communicated with those charged with 
governance, we determine those matters that were of most 
significance in the audit of the Separate financial statements 
of the current period and are therefore the key audit matters. 
We describe these matters in our auditor’s report unless law or 
regulation precludes public disclosure about the matter or when, 
in extremely rare circumstances, we determine that a matter 
should not be communicated in our report because the adverse 
consequences of doing so would reasonably be expected to 
outweigh the public interest benefits of such communication. 

Other Matters

The Separate Financial Statements includes financial 
performance of a foreign branch which reflects total assets of 
` 15.61 Crores, total revenue of ` 95.02 Crores and net cash 
inflow amounting to ` 1.28 Crores for the year ended on 31st 
March 2020, which was audited by independent auditors in 
accordance with the regulations of that country and whose 
report has been furnished to us and has been considered in 
the Separate financial statements solely based on such audited 
financial statements. 

Our attendance at the physical inventory verification done by 
the management was impracticable under the current lockdown 
restrictions imposed by the government. Consequently, we have 
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performed alternative procedures to audit on the existence and 
condition of inventory at year end as per the guidance provided 
in SA-501 “Audit Evidence – Specific considerations for selected 
items” and have obtained sufficient audit evidence to issue our 
un-modified opinion on these separate financial results.

Our opinion is not modified in respect of these matters.

Report on Other Legal and Regulatory Requirements

As required by the Companies (Auditor’s Report) Order, 2016 
(“the Order”), issued by the Central Government of India in terms 
of sub-section (11) of section 143 of the Companies Act, 2013, 
we give in the Annexure A, a statement on the matters specified 
in paragraphs 3 and 4 of the Order, to the extent applicable.

As required by Section 143(3) of the Act, we report that:

(a)	� We have sought and obtained all the information and 
explanations which to the best of our knowledge and belief 
were necessary for the purposes of our audit.

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

(c)	� The reports on the accounts of the branch offices of the 
Company audited under Section 143(8) of the Act by branch 
auditors have been sent to us and have been properly dealt 
with by us in preparing this report.

(d)	� The Balance Sheet, the Statement of Profit and Loss 
including Other Comprehensive Income, the Statement of 
changes in equity and the statement of Cash Flow dealt 
with by this Report are in agreement with the books of 
account.

(e)	� In our opinion, the aforesaid Separate financial statements 
comply with the Indian Accounting Standards specified 
under Section 133 of the Act, read with Rule 7 of the 
Companies (Accounts) Rules, 2014.

(f)	� On the basis of the written representations received from 
the directors as on 31st March, 2020 taken on record by the 

Board of Directors, none of the directors is disqualified as 

on 31st March, 2020 from being appointed as a director in 

terms of Section 164 (2) of the Act.

(g)	� With respect to the adequacy of the internal financial 

controls over financial reporting of the Company and 

the operating effectiveness of such controls, refer to our 

Report in “Annexure B”. Our report expresses an unmodified 

opinion on the adequacy and operating effectiveness of the 

company’s internal financial control over financial reporting.

(h)	� With respect to the other matters to be included in the 

Auditor’s Report in accordance with the requirements of 

Section 197(16) of the Act, as amended.

	� In our opinion and to the best of our information and 

according to the explanations given to us, the remuneration 

paid by the Company to its directors during the year is in 

accordance with the provisions of section 197 of the Act.

(i)	� With respect to the other matters to be included in the 

Auditor’s Report in accordance with Rule 11 of the 

Companies (Audit and Auditors) Rules, 2014, in our opinion 

and to the best of our information and according to the 

explanations given to us:

	 i.	� The Company has disclosed the details of the pending 

litigations and its impact on the financial position in its 

Separate financial statements have been disclosed in 

Note No. 46.2.1 to 46.2.22 of the Disclosures forming 

part of the Separate Financial Statements for the year 

ended 31st March 2020;

	 ii.	� The Company did not have any long-term contracts 

including derivative contracts for which there were 

any material foreseeable losses.

	 iii.	� There has been no delay in transferring amounts, 

required to be transferred, to the Investor Education 

and Protection Fund by the Company.

	 For  SRSV & Associates		  				    For  Ramakrishna Raja and Co
	 Chartered Accountants						      Chartered Accountants
	 Firm Registration No.: 015041S 					     Firm Registration No.: 005333S 

	 P. SANTHANAM							M       . VIJAYAN	
	 Partner									         Partner
	 Membership No.: 018697						      Membership No.: 026972
	 UDIN: 20018697AAAAAI4982						      UDIN: 20026972AAAADF1552

	 Place: Chennai 
	 Date: 19th June, 2020
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“Annexure A” to the Independent Auditor’s Report

With reference to the Annexure A referred to in the Independent 
Auditor’s Report to the members of the Company on the 
Separate financial statements for the year ended 31st March 
2020, we report the following: 

i.	F ixed Assets

	 a)	� The company has maintained proper records showing 
full particulars, including quantitative details and 
situation of fixed assets.

	 b)	� As explained to us, all the fixed assets have been 
physically verified by the management in a phased 
periodical manner, which in our opinion is reasonable, 
having regard to the size of the Company and 
nature of its assets. According to the information and 
explanations given to us, no material discrepancies 
were noticed on such physical verification.

	 c)	� According to the information and explanation given to 
us and on the basis of the verification of the records of 
the company , the title deeds of immovable properties 
of the Company are held in the name of the Company.

		�  In respect of immovable properties taken on lease 
and disclosed as right of use assets in the separate 
financial statements the lease agreements are in the 
name of company.

ii.	I nventory

	 a)	� The management has conducted the physical 
verification of inventory at reasonable intervals.

	 b)	� The discrepancies noticed on verification between the 
physical stocks and the books records were properly 
dealt with in the books of accounts and were not 
material.

iii.	� The company has granted loan to a party listed in the 
register maintained under Section 189 of the Act. The 
maximum outstanding at any time during the year was 
` 42.08 Crores (Previous year ` 32.11 Crores) and the 
amount outstanding as on 31st March 2020 is ` 41.68 
Crores (Previous year ` 17.95 Crores)

	 a)	� In our opinion, the terms and conditions on which 
the loan has been granted to the party listed in the 
register maintained under section 189 of the Act are 
not prejudicial to the interest of the Company.

	 b)	� The payment of the principal and the interest wherever 
applicable are regular.

	 c)	� There are no overdue amounts in respect of the loan 
granted to a party listed in the register maintained 
under section 189 of the Act.

iv.	� In our opinion and according to the information and 
explanations given to us, the Company has complied with 
the provisions of Section 185 and 186 of the Companies 
Act 2013 in respect of loans, investments, guarantees and 
security. 

v.	� In our opinion and according to the information and 
explanations given to us the company has not accepted 
any deposits during the year. Accordingly, reporting under 
this clause does not arise.

vi.	� The Company is maintaining the cost records which have 
been specified by the Central Government under section 
148 (1) of the Companies Act 2013.

vii.	U ndisputed and disputed taxes and duties

	 a)	� According to the records of the Company and 
information and explanations given to us, the 
company is regular in depositing undisputed statutory 
dues including provident fund, employees’ state 
insurance, income-tax, duty of customs, goods and 
services tax, cess and any other statutory dues with 
the appropriate authorities. No undisputed amounts 
payable in respect of the above were in arrear as at 
31st March 2020 for a period of more than six months 
from the date they become payable.

	 b)	� As at 31st March 2020 according to the records of the 
Company, the following are the particulars of the disputed 
dues on account of sales tax, income tax, customs duty, 
wealth tax, service tax and cess, which have not been 
deposited on account of dispute:

(` in Crores)

Sl.
No

Name 
of the 
Statute

Forum where
dispute is pending

As at
31-03-2020

As at
31-03-2019

1 VAT/
CST/ 
Entry 
Tax

Assessing Authority 0.46 0.46
Assistant/Deputy 
Commissioner, 
Appeals

1.22 0.24

Appellate Tribunal 5.81 5.82
High Court 1.06 1.22

2 Central 
Excise
Act & 
Cenvat
Credit 
Rules

Assistant/Deputy/
Additional 
Commissioner

123.34 340.24

Commissioner 
Appeals

0.62 5.61

Appellate Tribunal 132.62 168.22
High Court 58.45 9.17
Supreme Court 20.82 26.83

3 Income 
Tax Act

Commissioner 
Appeals

28.35 -

Appellate Tribunal 25.29 -
Total 398.04 557.81
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viii.	� Based on our audit procedures and according to 
the information and explanations given to us by the 
management, we are of the opinion that the company 
has not defaulted in repayment of loans or borrowings 
to a financial institution, bank, Government or debenture 
holders.

ix.	� The company has not raised money by way of initial public 
offer or further public offer during the Current year. The 
Company has raised term loans from banks/institutions 
and Non-convertible debentures during the year and the 
proceeds have been applied for the purposes for which 
they were raised.

x.	� In our opinion and according to the information and 
explanations given to us, we report that no fraud by the 
company or on the company by its officers or employees 
has been noticed or reported during the year.

xi.	� In our opinion, the managerial remuneration has been 
paid or provided in accordance with the requisite approvals 
mandated by the provisions of Section 197 read with 
Schedule V to the Companies Act, 2013.

xii.	� In our opinion, the Company is not a Nidhi Company. 
Accordingly, clause (xii) of Para 3 of the Order 2016 is not 
applicable to the Company.

xiii.	� In our opinion and according to the information and 
explanation given to us, all transactions with the related 
parties are in compliance with sections 177 and 188 of 
Companies Act, 2013 where applicable and the details 
have been disclosed in the Separate Financial Statements, 
as required by the applicable accounting standards.

xiv.	� According to the information and explanations given to 
us, the Company has not made a preferential allotment 
or private placement shares or fully or partly convertible 
debentures during the year under review. Accordingly, the 
provisions of clause (xiv) of Para 3 of the Order are not 
applicable to the Company.

xv.	� ln our opinion and according to the information and 
explanations given to us, the Company has not entered 
into any non - cash transactions with directors or persons 
connected with the Directors. Accordingly, provisions of 
clause (xv) of Para 3 of the Order are not applicable to the 
Company. 

xvi.	� In our opinion and according to the information and 
explanations given to us, the Company is not required to be 
registered under Section 45-IA of the Reserve Bank of India 
Act, 1934. Accordingly, the provision of clause (xvi) of Para 3 
of the Order 2016 is not applicable to the Company

	 For SRSV & Associates		  				    For Ramakrishna Raja and Co 
	 Chartered Accountants						      Chartered Accountants
	 Firm Registration No.: 015041S 					     Firm Registration No.: 005333S 

	 P. SANTHANAM							M       . VIJAYAN	
	 Partner									         Partner
	 Membership No.: 018697						      Membership No.: 026972
	 UDIN: 20018697AAAAAI4982						      UDIN: 20026972AAAADF1552

	 Place: Chennai 
	 Date: 19th June, 2020
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“Annexure B” to the Independent Auditor’s Report
of even date on the Separate Financial Statements Prepared in Accordance with the Indian Accounting 

Standards of The Ramco Cements Limited

Report on the Internal Financial Controls under Clause (i) 
of Sub-section 3 of Section 143 of the Companies Act, 2013 
(“the Act”)

We have audited the internal financial controls over financial 

reporting of M/s. THE RAMCO CEMENTS LIMITED (“the 

Company”) as of 31st March, 2020 in conjunction with our audit 

of the Separate financial statements of the Company for the 

year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and 

maintaining internal financial controls based on the internal control 

over financial reporting criteria established by the Company 

considering the essential components of internal control stated 

in the Guidance Note on Audit of Internal Financial Controls 

Over Financial Reporting issued by the Institute of Chartered 

Accountants of India (ICAI). These responsibilities include the 

design, implementation and maintenance of adequate internal 

financial controls that were operating effectively for ensuring 

the orderly and efficient conduct of its business, including 

adherence to company’s policies, the safeguarding of its assets, 

the prevention and detection of frauds and errors, the accuracy 

and completeness of the accounting records, and the timely 

preparation of reliable financial information, as required under 

the Companies Act, 2013.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Company’s 

internal financial controls over financial reporting based on our 

audit. We conducted our audit in accordance with the Guidance 

Note on Audit of Internal Financial Controls Over Financial 

Reporting (the “Guidance Note”) and the Standards on Auditing, 

issued by ICAI and deemed to be prescribed under section 

143(10) of the Companies Act, 2013, to the extent applicable to 

an audit of internal financial controls, both applicable to an audit 

of Internal Financial Controls and, both issued by the Institute 

of Chartered Accountants of India. Those Standards and the 

Guidance Note require that we comply with ethical requirements 

and plan and perform the audit to obtain reasonable assurance 

about whether adequate internal financial controls over financial 

reporting was established and maintained and if such controls 

operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence 

about the adequacy of the internal financial controls system over 

financial reporting and their operating effectiveness. Our audit 

of internal financial controls over financial reporting included 

obtaining an understanding of internal financial controls over 

financial reporting, assessing the risk that a material weakness 

exists, and testing and evaluating the design and operating 

effectiveness of internal control based on the assessed risk. 

The procedures selected depend on the auditor’s judgement, 

including the assessment of the risks of material misstatement 

of the financial statements, whether due to fraud or error. 

We believe that the audit evidence we have obtained is sufficient 

and appropriate to provide a basis for our audit opinion on the 

Company’s internal financial controls system over financial 

reporting.

Meaning of Internal Financial Controls Over Financial 

Reporting

A company’s internal financial control over financial reporting is 

a process designed to provide reasonable assurance regarding 

the reliability of financial reporting and the preparation of 

financial statements for external purposes in accordance with 

generally accepted accounting principles. A company’s internal 

financial control over financial reporting includes those policies 

and procedures that (1) pertain to the maintenance of records 

that, in reasonable detail, accurately and fairly reflect the 

transactions and dispositions of the assets of the company; (2) 

provide reasonable assurance that transactions are recorded 

as necessary to permit preparation of financial statements in 

accordance with generally accepted accounting principles, and 

that receipts and expenditures of the company are being made 

only in accordance with authorizations of management and 

directors of the company; and (3) provide reasonable assurance 

regarding prevention or timely detection of unauthorized 

acquisition, use, or disposition of the company’s assets that 

could have a material effect on the financial statements.
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Inherent Limitations of Internal Financial Controls Over 
Financial Reporting

Because of the inherent limitations of internal financial controls 
over financial reporting, including the possibility of collusion 
or improper management override of controls, material 
misstatements due to error or fraud may occur and not be 
detected. Also, projections of any evaluation of the internal 
financial controls over financial reporting to future periods are 
subject to the risk that the internal financial control over financial 
reporting may become inadequate because of changes in 
conditions, or that the degree of compliance with the policies or 
procedures may deteriorate.

Opinion

In our opinion, and to the best of our information and according 

to the explanations given to us, the Company has, in all material 

respects, an adequate internal financial controls system over 

financial reporting and such internal financial controls over 

financial reporting were operating effectively as at March 31st, 

2020, based on the internal control over financial reporting 

criteria established by the Company considering the essential 

components of internal control stated in the Guidance Note on 

Audit of Internal Financial Controls Over Financial Reporting 

issued by the Institute of Chartered Accountants of India.

For SRSV & Associates		  			   For Ramakrishna Raja and Co
Chartered Accountants						      Chartered Accountants
Firm Registration No.: 015041S 					     Firm Registration No.: 005333S 

P. SANTHANAM							M       . VIJAYAN	
Partner									         Partner
Membership No.: 018697						      Membership No.: 026972
UDIN: 20018697AAAAAI4982					     UDIN: 20026972AAAADF1552

Place: Chennai 
Date: 19th June, 2020
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Balance Sheet
as at 31st March 2020

` in Crores
Particulars Note No. 31-03-2020 31-03-2019
ASSETS
Non-Current Assets
Property, Plant and Equipment 6 5,731.63 5,066.36
Capital Work in Progress 7 1,814.27 830.77
Investment Property 8 238.81 254.68
Intangible Assets 9 56.66 54.87
Intangible Assets under Development 10 26.10 21.82
Investments in Subsidiaries / Associates 11 163.09 148.09
Financial Assets

Other Investments 12 25.61 26.68
Loans 13 60.05 34.34
Other Financial Assets 14 18.86 17.32

Other Non-Current Assets 15 343.95 277.44
8,479.03 6,732.37

Current Assets
Inventories 16 645.26 559.67
Financial Assets

Trade Receivables 17 526.85 489.97
Cash and Cash Equivalents 18 61.20 57.56
Bank Balances other than Cash and Cash Equivalents 19 30.22 35.20
Loans 20 29.79 27.38
Other Financial Assets 21 102.43 93.33

Current Tax Assets 22 2.29 5.49
Other Current Assets 23 169.93 107.24

1,567.97 1,375.84
Total Assets 10,047.00 8,108.21
EQUITY & LIABILITIES
Equity
Equity Share Capital 24 23.56 23.56
Other Equity 25 4,895.00 4,436.55

4,918.56 4,460.11
Non Current Liabilities
Financial Liabilities

Borrowings 26 1,832.34 701.18
Other Financial Liabilities 27 8.06  - 

Provisions 28 24.03 15.69
Deferred Tax Liabilities (net) 29 917.23 870.44
Deferred Government Grants 30 12.83 13.07

2,794.49 1,600.38
Current Liabilities
Financial Liabilities

Borrowings 31 800.06 713.58
Trade Payables 32
- Total outstanding dues of micro enterprises and small enterprises 14.15 8.35
- �Total outstanding dues of creditors other than micro enterprises and small enterprises 327.29 248.86
Other Financial Liabilities 33 1,059.94 929.84

Other Current Liabilities 34 102.09 120.52
Provisions 35 29.04 25.29
Deferred Government Grants 36 1.38 1.28

2,333.95 2,047.72
Total Equity and Liabilities 10,047.00 8,108.21
Significant Accounting Policies, Judgments and Estimates 1 - 5
See accompanying notes to the financial statements 6 - 58

As per our report annexed

For SRSV & ASSOCIATES For RAMAKRISHNA RAJA AND CO P.R. VENKETRAMA RAJA S. VAITHIYANATHAN
Chartered Accountants Chartered Accountants Chairman and Managing Director Chief Financial Officer
Firm Registration Number: 015041S Firm Registration Number: 005333S

P. SANTHANAM M. VIJAYAN A.V. DHARMAKRISHNAN K.SELVANAYAGAM
Partner Partner Chief Executive Officer Secretary
Membership No. 018697 Membership No. 026972

Chennai
19-06-2020
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Statement of Profit and Loss
for the year ended 31st March 2020

` in Crores
Particulars Note No. 31-03-2020 31-03-2019

REVENUE
Revenue from operations 37 5,368.44 5,146.27
Other Income 38 37.20 28.44
Total Revenue 5,405.64 5,174.71
EXPENSES
Cost of Materials Consumed 39 921.15 828.59
Changes in Inventories of Finished Goods and Work-in-progress 40  (47.39) 18.30
Employee Benefits Expense 41 368.20 329.49
Finance Costs 42 71.35 50.87
Depreciation and Amortization Expense 43 315.26 298.52
Transportation and Handling Expenses 1,137.90 1,187.96
Power and Fuel 1,050.87 1,057.32
Other Expenses 44 810.79 698.24

4,628.13 4,469.29
Less: Captive Consumption of finished goods 9.70 10.16
Total Expenses 4,618.43 4,459.13
Profit Before Tax 787.21 715.58
Tax Expenses 29
Current Tax 139.02 189.44
Current Tax adjustments of earlier years 0.24  (4.83)
Net Current tax expenses 139.26 184.61
Deferred Tax 74.28 10.97
MAT Credit Recognition  (36.74)  - 
Deferred tax adjustments of earlier years 9.32 14.11
Net Deferred tax expenses 46.86 25.08
Total Tax Expenses 186.12 209.69
PROFIT FOR THE YEAR (A) 601.09 505.89
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified to Profit or Loss
Remeasurement losses on defined benefit obligations (net) 41  (10.54)  (4.38)
Tax credit on above 29 3.68 1.53
Fair value gain on Equity Instruments through OCI 12  (0.95) 0.17
TOTAL OTHER COMPREHENSIVE INCOME FOR THE YEAR (B)  (7.81)  (2.68)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR (A) + (B) 593.28 503.21
Earnings per equity share of face value of ` 1 each 51

Basic EPS in `  25 21

Diluted EPS in `  25 21

Significant Accounting Policies, Judgments and Estimates 1 - 5
See accompanying notes to the financial statements 6 - 58

As per our report annexed

For SRSV & ASSOCIATES For RAMAKRISHNA RAJA AND CO P.R. VENKETRAMA RAJA S. VAITHIYANATHAN
Chartered Accountants Chartered Accountants Chairman and Managing Director Chief Financial Officer
Firm Registration Number: 015041S Firm Registration Number: 005333S

P. SANTHANAM M. VIJAYAN A.V. DHARMAKRISHNAN K.SELVANAYAGAM
Partner Partner Chief Executive Officer Secretary
Membership No. 018697 Membership No. 026972

Chennai
19-06-2020
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Statement of Changes in Equity 
for the year ended 31st March 2020

A. Equity Share Capital [Refer Note 24]

` in Crores
Balance as at 01-04-2018 23.56
Changes in Equity Share Capital during the year 2018-19  - 
Balance as at 31-03-2019 23.56
Changes in Equity Share Capital during the year 2019-20  - 
Balance as at 31-03-2020 23.56

B. Other Equity [Refer Note 25]

` in Crores

Particulars

Reserves and Surplus Items of OCI
Total 

Other 
Equity

Capital 
Redemption 

Reserve

Employee 
Stock 

Options 
Reserve

General 
Reserve

Retained 
Earnings

FVTOCI 
Equity 

Instruments

Remeasurments 
of Defined 

Benefit 
Obligations

Other Equity as at 01-04-2018 1.63  - 3,812.70 200.00 4.29  - 4,018.62
Add: Profit for the year  -  -  - 505.89  -  - 505.89
Add: Other Comprehensive 
Income for the year

 -  -  -  - 0.17  (2.85)  (2.68)

Total Comprehensive Income  -  -  - 505.89 0.17  (2.85) 503.21
Less: Transfer to Retained 
Earnings

 -  -  -  - 0.40  (2.85)  (2.45)

Less: Transfer to General 
Reserve

 -  -  - 418.16  -  - 418.16

Add: Transfer from Retained 
Earnings

 -  - 418.16  -  -  - 418.16

Add: Transfer from OCI  -  -  -  (2.45)  -  -  (2.45)
Less: Dividend and Dividend 
Distribution Tax

 -  -  - 85.28  -  - 85.28

Other Equity as at 31-03-2019 1.63  - 4,230.86 200.00 4.06  - 4,436.55
Add: Profit for the year  -  -  - 601.09  -  - 601.09
Add: Other Comprehensive 
Income for the year

 -  -  -  -  (0.95)  (6.86)  (7.81)

Total Comprehensive Income  -  -  - 601.09  (0.95)  (6.86) 593.28
Add: Reserve created for ESOP 
granted during the year

 - 21.52  -  -  -  - 21.52

Less: Transfer to Retained 
Earnings

 -  -  -  -  -  (6.86)  (6.86)

Less: Transfer to General 
Reserve

 -  -  -  437.88  -  - 437.88

Add: Transfer from Retained 
Earnings

 -  -  437.88  -  -  - 437.88

Add: Transfer from OCI  -  -  -  (6.86)  -  -  (6.86)
Less: Dividend and Dividend 
Distribution Tax

 -  -  - 156.35  -  - 156.35

Other Equity as at 31-03-2020 1.63 21.52 4,668.74 200.00 3.11  - 4,895.00

As per our report annexed

For SRSV & ASSOCIATES For RAMAKRISHNA RAJA AND CO P.R. VENKETRAMA RAJA S. VAITHIYANATHAN
Chartered Accountants Chartered Accountants Chairman and Managing Director Chief Financial Officer
Firm Registration Number: 015041S Firm Registration Number: 005333S

P. SANTHANAM M. VIJAYAN A.V. DHARMAKRISHNAN K.SELVANAYAGAM
Partner Partner Chief Executive Officer Secretary
Membership No. 018697 Membership No. 026972

Chennai
19-06-2020
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Statement of Cash Flows 
for the year ended 31st March 2020

` in Crores
Particulars 31-03-2020 31-03-2019

Cash Flow from Operating Activities
Profit Before Tax 787.21 715.58
Adjustments to reconcile profit before tax to net cash flows:

Depreciation & Amortization 315.26 298.52
Profit on sale of Property, Plant & Equipment and Investment Property (net)  (0.17)  (1.48)
Impairment allowance for trade receivables 0.14  - 
Interest Income (14.09)  (10.45)
Dividend Income (1.43)  (0.78)
Grant Income (2.26)  (2.30)
Employee Stock Options expense 21.52  - 
Cash flow arising out of Actuarial loss on defined benefit obligations  (10.54)  (4.38)
Fair value loss on Mutual funds 0.17 0.02
Lease Rental Receipts (10.39)  (8.89)
Finance costs 71.35 50.87
Provisions / Other non-cash adjustments 12.94 5.09

Operating Profit before Working Capital changes 1,169.71 1,041.80
Movements in Working capital:

Inventories  (85.59) 0.27
Trade receivables and other assets  (110.32)  (110.38)
Trade payables and other liabilities  (96.21) 17.18

Cash generated from Operations 877.59 948.87
Direct Taxes paid  (137.63)  (158.44)

Net Cash generated from Operating Activities A 739.96 790.43
Cash Flow from Investing Activities

Purchase of Property, Plant & Equipment and Investment Properties (Including 
movements in CWIP, Capital Advances and payable for capital goods)

 (1,919.94)  (1,206.34)

Proceeds from Sale of Property,Plant & Equipment and Investment Properties 0.64 4.54
Interest received 13.80 6.74
Dividend received 1.38 0.73
Loans (given to) / repaid by Subsidiaries & Associates (net)  (23.73) 9.88
Investment in Equity Shares of Subsidiary & Associates  (15.00)  (16.20)
Lease Rental Receipts 10.39 8.89
Proceeds from Sale of equity investments  - 0.90

Net Cash used in Investing Activities B  (1,932.46)  (1,190.86)
Cash Flow from Financing Activities

Proceeds from Long Term Borrowings 1,522.98 489.95
Repayment of Long Term Borrowings  (203.92)  (114.21)
Proceeds from Short Term Borrowings (net) 107.99 399.75
Payment of principal portion of lease liabilities  (0.04)  - 
Payment of Dividend and Dividend Distribution Tax  (156.35)  (85.28)
Interest paid (including interest on lease liabilities)  (57.99)  (47.62)

Net Cash generated from Financing Activities C 1,212.67 642.59
Net Increase in Cash and Cash equivalents D = (A+B+C) 20.17 242.16
Opening balance of Cash and Cash equivalents E 71.25  (170.91)
Closing balance of Cash and Cash equivalents D + E 91.42 71.25
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` in Crores

Particulars 31-03-2020 31-03-2019

Cash and cash equivalents (Refer Note 18) 61.20 57.56

Bank Balances other than cash and cash equivalents (Refer Note 19) 30.22 35.20

Sub-total 91.42 92.76

Less: Cash Credit (Refer Note 31)  - 21.51

Cash and Bank Balances, net of Cash Credit for Statement of Cash Flows  91.42  71.25 

(iii) 	 Reconciliation of changes in liabilities arising from Financing Activities pertaining to Borrowings:

Balance at the beginning of the year

Long Term Borrowings 701.18 416.31

Short Term Borrowings (excluding cash credit) 692.07 292.32

Current maturities of Long Term Debt 203.94 114.21

Interest accrued 1.36 0.99

Sub-total Balance at the beginning of the year 1,598.55 823.83

Cash flows during the year

Proceeds from Long Term Borrowings 1,522.98 489.95

Repayment of Long Term Borrowings  (203.92)  (114.21)

Proceeds from Short Term Borrowings (net)  107.99  399.75 

Payment of principal portion of lease liabilities  (0.04)  - 

Interest paid (including interest on lease liabilities)  (57.99)  (47.62)

Sub-total Cash flows during the year  1,369.02  727.87 

Non-cash changes

Interest accrual for the year 71.35 50.87

Unwinding of discounts on provisions  (1.97)  (1.22)

Initial recognition of lease liability for Right-of-use asset  8.10  - 

Interest accrued on lease liabilities net of its lease payments recognised as cost of asset  0.09  - 

Recognition of difference between fair value of Soft Loan from Government and transaction value 
as Deferred Government Grant

 (2.12)  (2.80)

Sub-total Non-cash changes during the year 75.45 46.85

Balance at the end of the year

Long Term Borrowings 1,832.34 701.18

Short Term Borrowings (excluding cash credit) 800.06 692.07

Lease Liabilities 8.16  - 

Current maturities of Long Term Debt 391.69 203.94

Interest accrued 10.77 1.36

Balance at the end of the year 3,043.02 1,598.55

See accompanying notes to the financial statements 6 - 58

Statement of Cash Flows
for the year ended 31st March 2020 (Contd.)

Notes

(i) 	� The above Statement of Cash Flows has been prepared under the 'Indirect Method' as set out in the Ind AS 7 on Statement of Cash Flows.

(ii) 	� For the purpose of Statement of Cash Flows, Cash and Cash Equivalents comprise of the following:

As per our report annexed

For SRSV & ASSOCIATES For RAMAKRISHNA RAJA AND CO P.R. VENKETRAMA RAJA S. VAITHIYANATHAN
Chartered Accountants Chartered Accountants Chairman and Managing Director Chief Financial Officer
Firm Registration Number: 015041S Firm Registration Number: 005333S

P. SANTHANAM M. VIJAYAN A.V. DHARMAKRISHNAN K.SELVANAYAGAM
Partner Partner Chief Executive Officer Secretary
Membership No. 018697 Membership No. 026972

Chennai
19-06-2020
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1.	C orporate Information

	� The Ramco Cements Limited (“the Company”) is a Public 
Limited company domiciled and headquartered in India 
and incorporated under the provisions of the Companies 
Act 1956. The Registered office of the Company is located 
at “Ramamandiram”, Rajapalayam - 626 117, Tamilnadu. 
The Company’s shares are listed in BSE Limited and 
National Stock Exchange of India Limited.

	� The Company is engaged in manufacture of Cement, 
Ready Mix Concrete and Dry Mortar products. The 
Company caters mainly to the domestic markets. The 
Company also sells cement in Srilanka through its 
branch operations. The Company is also engaged in sale 
of surplus electricity generated from its windmills after 
meeting its captive requirements. 

	� The financial statements of the Company for the year 
were approved and adopted by Board of Directors of the 
Company in their meeting dated 19-06-2020.

2.	� Basis of Preparation of Separate Financial 
Statements

2.1	� The financial statements are prepared in accordance 
with Indian Accounting Standards (Ind AS) notified 
under section 133 of the Companies Act, 2013 read with 
Companies (Indian Accounting Standards) Rules 2015, 
as amended from time to time. 

2.2	� The significant accounting policies used in preparing the 
financial statements are set out in Note No.4.

2.3	� The Company has considered its operating cycle to be 
12 months for the purpose of Current and Non-current 
classification of assets and liabilities. 

2.4	� An asset is classified as current when it is expected to 
be realised or intended to be sold or consumed in the 
normal operating cycle, or held primarily for the purpose 
of trading or expected to be realised within 12 months 
after the reporting period, or cash or cash equivalents 
unless restricted from being exchanged or used to settle 
a liability 12 months after the reporting period. All other 
assets are classified as non-current.

2.5	� A liability is classified as current when it is expected to be 
settled in normal operating cycle, or held primarily for the 
purpose of trading or due for settlement within 12 months 
after the reporting period, or there is no unconditional 
right to defer the settlement of the liability for at least 12 
months after the reporting period. All other liabilities are 
classified as non-current.

2.6	� The financial statements are presented in Indian Rupees, 
which is the Company’s functional currency, rounded to 
the nearest Crores with two decimals. The amount below 
the round off norm adopted by the Company is denoted 
as ` 0.00 Crores.

2.7	� Previous year figures have been regrouped / restated, 
wherever necessary and appropriate.

3	 Basis of Measurement

	� The financial statements have been prepared on accrual 
basis under historical cost convention except for certain 
financial instruments (Refer Note 4.18 - Accounting 
Policy for Financial Instruments), defined benefit plan 
assets and employee stock options which are measured 
at fair value.

4.	 Significant Accounting Policies

4.1	I nventories

4.1.1	� Raw-materials, Stores & Spares, Fuel, Packing materials 
etc., are valued at cost, computed on a moving weighted 
average basis including the cost incurred in bringing 
the inventories to their present location and condition 
after providing for obsolescence and other losses or net 
realisable value whichever is lower. However, these items 
are considered to be realisable at cost, if the finished 
products, in which they will be used, are expected to be 
sold at or above cost. 

4.1.2	� Process stock is valued at weighted average cost 
including the cost of conversion with systematic 
allocation of production overheads based on normal 
capacity of production facilities but excluding borrowing 
cost, or net realisable value whichever is lower. Factory 
administration overheads to the extent attributable 
to bring the inventories to their present location 
and condition are also included in the valuation of  
Process stock.

	� Finished goods are valued at cost or net realisable value 
whichever is lower. Cost includes cost of conversion with 
systematic allocation of production overheads based on 
normal capacity of production facilities and other costs 
but excluding borrowing cost, incurred in bringing the 
inventory to their present location and condition. Finished 
goods include stock-in-trade also which comprises cost 
of purchase and other cost incurred in bringing the 
inventories to the present location and condition. Cost is 
determined on a moving weighted average basis.

Notes to the Separate Financial Statements
for the year ended 31st March 2020
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	� Net realisable value is the estimated selling price in 
the ordinary course of business less estimated costs 
of completion and estimated costs necessary to make  
the sale.

4.2	 Statement of Cash Flows

4.2.1	� Cash flows are presented using indirect method, whereby 
profit / (loss) before tax is adjusted for the effects of 
transactions of non-cash nature and any deferrals or 
accruals of past or future cash receipts or payments. 

4.2.2	� Cash comprises cash on hand and demand deposits 
with banks. Cash equivalents are short-term balances 
with original maturity of less than 3 months, highly liquid 
investments that are readily convertible into cash, which 
are subject to insignificant risk of changes in value.

4.2.3	� Bank borrowings are generally considered to be 
financing activities. However, where bank overdrafts that 
are repayable on demand form an integral part of an 
entity’s cash management, bank overdrafts are included 
as a component of cash and cash equivalents for the 
purpose of Statement of Cash flows.

4.3	D ividend distribution to Equity shareholders

	� Interim dividend paid is recognised on approval by Board 
of Directors. Final dividend distribution to shareholders 
is recognised in the period in which the dividends are 
approved by the shareholders. Dividend together with 
applicable taxes is recognised directly in Equity. 

4.4	I ncome Taxes

4.4.1	� Current tax is the amount of tax payable on the taxable 
income for the year as determined in accordance with 
the applicable tax rates, the provisions of the Income 
Tax Act, 1961 and other applicable tax laws including 
the relevant transfer pricing regulations prescribed 
thereunder, read with applicable judicial precedents or 
interpretations, wherever relevant.

4.4.2	� Current tax assets and liabilities are offset, when the 
Company has legally enforceable right to set off the 
recognised amounts and intends to settle the asset and 
the liability on a net basis.

4.4.3	� Deferred tax is recognised using the balance sheet 
approach on temporary differences between the tax 
bases of assets and liabilities and their carrying amounts 
for financial reporting at the reporting date.

4.4.4 	� Minimum Alternate Tax (MAT) paid in accordance with 
the tax laws, which gives future economic benefits in the 
form of adjustment to future tax liability, is recognised as 
an asset viz. MAT Credit Entitlement, to the extent there 
is convincing evidence that the Company will pay normal 

Income tax and it is highly probable that future economic 
benefits associated with it will flow to the Company during 
the specified period. The Company reviews the “MAT 
Credit Entitlement” at each Balance Sheet date and writes 
down the carrying amount of the same to the extent there 
is no longer convincing evidence to the effect that the 
Company will pay normal Income tax during the specified 
period. The MAT Credit Entitlement being unused tax 
credits that are carried forward by the Company for a 
specified period, is grouped under Deferred Tax.

4.4.5	� Deferred tax assets and liabilities are measured at the 
tax rates that are expected to apply in the year where 
the asset is realised or the liability is settled, based 
on tax rates (and tax laws) that have been enacted or 
substantively enacted at the reporting date.

4.4.6	� Deferred tax assets and liabilities are offset if such items 
relate to taxes on income levied by same governing tax 
laws and the Company has legally enforceable right to 
set off current tax assets against current tax liabilities.

4.4.7	� Both current tax and deferred tax relating to items 
recognised outside the Profit or Loss is recognised either 
in “Other Comprehensive Income” or directly in “Equity” 
as the case may be.

4.5	 Property, plant and equipments (PPE)

4.5.1.	� PPEs are stated at cost of acquisition or construction 
less accumulated depreciation and impairment losses if 
any, except freehold land which is carried at cost. The 
cost comprises of purchase price, import duties, non-
refundable purchase taxes (net of tax credits wherever 
applicable), borrowing cost if capitalisation criteria are 
met and directly attributable cost of bringing the asset to 
its working condition for the intended use. 

	� Subsequent expenditures are recognised as a separate 
asset, as appropriate, only when it is probable that future 
economic benefits associated with the item will flow to 
the company and the cost of the item can be measured 
reliably.

	� Spares which meet the definition of PPE are capitalised 
from the date when it is available for use. Other expenses 
on fixed assets, including day-to-day repair and 
maintenance expenditure and cost of replacing parts 
that does not meet the capitalisation criteria are charged 
to the Statement of Profit and Loss for the period during 
which such expenses are incurred.	

	� The company identifies the significant parts of plant and 
equipment separately which are required to be replaced 
at intervals. Such parts are depreciated separately based 
on their specific useful lives. The cost of replacement of 
significant parts are capitalised and the carrying amount 
of replaced parts are de-recognised. 




