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NOTICE TO INVESTORS

Our Company has furnished and accepts full responsibility for all of the information contained in this Preliminary
Placement Document and having made all reasonable enquiries, confirms, to the best of its knowledge and belief, that this
Preliminary Placement Document contains all information with respect to our Company, its Subsidiary and the Equity
Shares, which is material in the context of the Issue. The statements contained in this Preliminary Placement Document
relating to our Company, its Subsidiary and the Equity Shares are, in all material respects, true and accurate and not
misleading. The opinions and intentions expressed in this Preliminary Placement Document with regard to our Company,
its Subsidiary and the Equity Shares are honestly held, have been reached after considering all relevant circumstances, are
based on information presently available to our Company and are based on reasonable assumptions. There are no other
facts in relation to our Company, its Subsidiary and the Equity Shares, the omission of which would, in the context of the
Issue, make any statement in this Preliminary Placement Document misleading in any material respect. Further, all
reasonable enquiries have been made by our Company to ascertain such facts and to verify the accuracy of all such
information and statements.

Each person receiving this Preliminary Placement Document acknowledges that such person has neither relied on the Book
Running Lead Manager nor on any of its shareholders, employees, counsels, officers, directors, representatives, agents or
affiliates in connection with its investigation of the accuracy of such information or its investment decision, and each such
person must rely on its own examination of our Company, its Subsidiary and the merits and risks involved in investing in
the Equity Shares. Any prospective investor should not construe anything in this Preliminary Placement Document as legal,
business, tax, accounting or investment advice.

No person is authorised to give any information or to make any representation not contained in this Preliminary Placement
Document and any information or representation not so contained must not be relied upon as having been authorised by or
on behalf of our Company or the Book Running Lead Manager. The delivery of this Preliminary Placement Document at
any time does not imply that the information contained in it is correct as at any time subsequent to its date.

The distribution of this Preliminary Placement Document or the disclosure of its contents without the prior consent of our
Company to any person, other than QIBs whose names are recorded by our Company prior to the invitation to subscribe to
the Issue (in consultation with the Book Running Lead Manager or its representatives) and those retained by QIBs to advise
them with respect to their purchase of the Equity Shares is unauthorized and prohibited. Each prospective investor, by
accepting delivery of this Preliminary Placement Document, agrees to observe the foregoing restrictions and to make no
copies of this Preliminary Placement Document or any documents referred to in this Preliminary Placement Document.

The Equity Shares have not been and will not be registered under the U.S. Securities Act or the laws of any state of the
United States, and may not be offered or sold in the United States except pursuant to an exemption from, or in a transaction
not subject to, the registration requirements of the U.S. Securities Act and applicable state securities laws. The Equity
Shares are being offered and sold only outside the United States in “offshore transactions” (as defined in Regulation S) in
accordance with Regulation S and the applicable laws of the jurisdictions where those offers and sales occur. The Equity
Shares are transferable only in accordance with the restrictions described in the sections titled “Selling Restrictions” and
“Transfer Restrictions”. Purchasers of the Equity Shares will be deemed to make the representations set forth in the
sections titled “Representations by Investors” and “Transfer Restrictions”.

The distribution of this Preliminary Placement Document and the issue of the Equity Shares in certain jurisdictions may be
restricted by law. As such, this Preliminary Placement Document does not constitute, and may not be used for or in
connection with, an offer or solicitation by anyone in any jurisdiction in which such offer or solicitation is not authorised or
to any person to whom it is unlawful to make such offer or solicitation. In particular, no action has been taken by our
Company or the Book Running Lead Manager which would permit an Issue of the Equity Shares or distribution of this
Preliminary Placement Document in any jurisdiction, other than India. Accordingly, the Equity Shares may not be offered
or sold, directly or indirectly, and neither this Preliminary Placement Document nor any Issue materials in connection with
the Equity Shares may be distributed or published in or from any country or jurisdiction that would require registration of
the Equity Shares in such country or jurisdiction. See the sections titled “Selling Restrictions” and “Transfer Restrictions”.

In making an investment decision, investors must rely on their own examination of our Company and the terms of the
Issue, including the merits and risks involved. Investors should not construe the contents of this Preliminary Placement
Document as legal, tax, accounting or investment advice. Investors should consult their own counsel and advisors as to
investment, legal, tax, accounting and related matters concerning the Issue. In addition, neither our Company nor the Book
Running Lead Manager is making any representation to any offeree or purchaser of the Equity Shares regarding the legality
of an investment in the Equity Shares by such offeree or purchaser under applicable legal, investment or similar laws or
regulations. Each purchaser of the Equity Shares is deemed to have acknowledged, represented and agreed that they are
eligible to invest in India and in our Company under Chapter VIII of the ICDR Regulations and is not prohibited by SEBI
or any other regulatory authority from buying, selling or dealing in securities. Each purchaser of the Equity Shares also
acknowledges that it has been afforded an opportunity to request from our Company and review information pertaining to
our Company and the Equity Shares.



Each subscriber of the Equity Shares in the Issue is deemed to have acknowledged, represented and agreed that it is
eligible to invest in India and in our Company under Indian law, including Section 42 of the Companies Act 2013,
read with Rule 14 of the PAS Rules, and Chapter VIII of the ICDR Regulations and that they are not prohibited by
the SEBI or any other statutory authority from buying, selling or dealing in securities including the Equity Shares.
The information on our Company’s website or any website directly or indirectly linked to our Company’s website i.e
www.kwality.com or the website of the Book Running Lead Manager or its affiliates, does not constitute or form part of
this Preliminary Placement Document. Prospective investors should not rely on the information contained in, or available
through such websites. This Preliminary Placement Document contains summaries of certain terms of certain documents,
which summaries are qualified in their entirety by the terms and conditions of such documents.



REPRESENTATIONS BY INVESTORS

By Bidding for and/or subscribing to any Equity Shares offered in the Issue, you are deemed to have
represented, warranted, acknowledged and agreed with/to the Company and the Lead Manager as follows:

1.

10.

11.

12.

you are an eligible QIB, as defined in Regulation 2(1)(zd) of the ICDR Regulations and not excluded pursuant
to Regulation 86 of the ICDR Regulations, having a valid and existing registration under the applicable laws
and regulations of India and undertake to acquire, hold, manage or dispose of any Equity Shares that are
Allocated to you in accordance with Chapter VIII of the ICDR Regulations;

you undertake to comply with the ICDR Regulations, the Companies Act and all other applicable laws,
including any reporting requirements prescribed under such laws;

if you are not a resident of India, you are an eligible QIB, and (i) you are an FPI (other than category
IIT) including an FII (including a sub-account other than a sub-account which is a foreign corporate or a
foreign individual) and (ii) have a valid and existing registration with SEBI under the applicable laws in India
and (iii) or a multilateral or bilateral development financial institution or an FVCI. You are investing in this
Issue under the portfolio investment scheme and will make all necessary filings with the appropriate
regulatory authorities, as required, pursuant to applicable laws;

you are eligible to invest in India under applicable laws, including the FEMA Regulations, and any
notifications, circulars or clarifications issued thereunder, and have not been prohibited by the SEBI or any
other regulatory authority, from buying, selling or dealing in securities;

you will make all necessary filings with appropriate regulatory authorities, including the RBI, as maybe required
under applicable laws;

you confirm that if you are Allotted the equity shares pursuant to the Issue, you shall not, for a period of one
year from the date of Allotment, sell the equity shares so acquired except on a recognized stock exchange;

you are aware that the Equity Shares have not been and will not be offered and/or sold through a
prospectus under the Companies Act, the ICDR Regulations or under any other law in force in India. Further,
you are aware that this Preliminary Placement Document has not been verified or affirmed by the RBI, the
SEBI, the ROC, the Stock Exchange or any other regulatory or statutory authority and is intended only for use
by QIBs;

you are aware that this Preliminary Placement Document has been filed with the Stock Exchange for
record purposes only and has been displayed on the websites of our Company and the Stock Exchange.
Further, you are aware that the Company is required to make the requisite filings in relation to the Issue with the
ROC and the SEBI within the time periods prescribed under the Companies Act and the PAS Rules;

you have fully observed such laws and obtained all such governmental and other consents which may be
required thereunder and complied with all necessary requirements;

you are aware that additional requirements are applicable to you, if you are any jurisdiction other than India.

For details, see the section titled “Selling Restrictions” and “Transfer Restrictions”. You are able to purchase
the Equity Shares in compliance with the legal requirements described in the section titled “Selling
Restrictions”.

you are entitled to acquire the Equity Shares under the laws of all relevant jurisdictions that apply to you and
that you have all necessary capacity and have obtained all necessary consents and authorities to enable you to
commit to this participation in the Issue and to perform your obligations in relation thereto (including, without
limitation, in the case of any person on whose behalf you are acting, all necessary consents/ permissions and
authorities to agree to the terms set out or referred to in this Preliminary Placement Document), and will honor
such obligations;

you confirm that, either: (i) you have not participated in or attended any investor meetings or
presentations by our Company or its agents (“Company’s Presentations”) with regard to our Company
or the Issue; or (ii) if you have participated in or attended any Company’s Presentations:



13.

14.

15.

16.

17.

18.

19.

20.

(a) You understand and acknowledge that the Lead Manager may not have knowledge of any information,
answers, materials, documents and statements that our Company or its agents may have made at such
Company’s Presentations and are therefore unable to determine whether the information provided to you
at such Company’s Presentations may have included any material misstatements or omissions, and, accordingly
you acknowledge that the Lead Manager has advised you not to rely in any way on any information that was
provided to you at such Company’s Presentations, and (b) confirm that you have not been provided any
material information that was not publicly available;

Neither our Company nor the Lead Manager nor any of its shareholders, directors, officers, employees,
counsels, representatives, agents or affiliates is making any recommendations to you or advising you regarding
the suitability of an investment in the Equity Shares offered in the Issue and that participation in the Issue is on
the basis that you are not and will not, up to the Allotment, be a client of the Lead Manager and that the Lead
Manager or any of its shareholders, employees, counsels, officers, directors, representatives, agents or
affiliates have no duties or responsibilities to you for providing the protection afforded to their clients or for
providing advice in relation to the Issue and are in no way acting in a fiduciary capacity to you;

you are aware that our Company is required to disclose details such as your name, address, email id PAN
and the number of Equity Shares Allotted to you to the RoC and the SEBI in accordance with applicable laws,
and you consent to such disclosures. Further, if you are one of the top ten shareholders of our
Company, our Company will be required to make a filing with the RoC within 15 days of the Allotment
as per Section 93 of the Companies Act, 2013;

you are aware that if you are Allotted more than 5% of the Equity Shares in the Issue, our Company shall be
required to disclose your name and the number of Equity Shares Allotted to you to the Stock Exchange, and
they will make the same available on their websites and you consent to such disclosures;

you understand that all statements other than statements of historical fact included in this Preliminary
Placement Document, including, without limitation, those regarding our Company’s financial position, business
strategy, plans and objectives of management for future operations (including development plans and
objectives relating to our Company’s business), are forward-looking statements. Such forward-looking
statements involve known and unknown risks, uncertainties and other important factors that could cause
actual results to be materially different from future results, performance or achievements expressed or
implied by such forward-looking statements. Such forward-looking statements are based on numerous
assumptions regarding our Company’s present and future business strategies and environment in which our
Company will operate in the future. Thus, you understand that you should not place undue reliance on
forward-looking statements, which speak only as of the date of this Preliminary Placement Document. You
understand and acknowledge that the Company and the Lead Manager assume no responsibility to update
any of the forward-looking statements contained in this Preliminary Placement Document;

you have been provided a serially numbered copy of this Preliminary Placement Document and have read
this Preliminary Placement Document in its entirety, including, in particular, the sections titled “Risk Factors”
and “Forward-Looking Statements”,

you are aware and understand that the Equity Shares are being offered only to QIBs and are not being offered
to the general public and the Allotment of the same shall be on a discretionary basis;

that in making your investment decision, (i) you have relied on your own examination of our Company, its
Subsidiary and the terms of the Issue, including the merits and risks involved, (ii) you have consulted your own
independent advisors or otherwise have satisfied yourself concerning without limitation, the effects of local
laws and taxation matters, (iii) you have relied solely on the information contained in this Preliminary
Placement Document, which has been independently prepared and provided solely by our Company, and no
other disclosure or representation by our Company or any other party; (iv) you have received all information
that you believe is necessary or appropriate in order to make an investment decision in respect of the
Equity Shares; (v) you have made your own assessment of us, the Equity Shares and the terms of the Issue; and
(vi) you have relied upon your own investigation and resources in deciding to invest in this Issue;

you are a sophisticated investor and have such knowledge and experience in financial investment and business
matters as to be capable of evaluating the merits and risks of the investment in the Equity Shares. You and any
accounts for which you are subscribing the Equity Shares (i) are each able to bear the economic risk of the
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21.

22.

23.

24.

25.

26.

27.

28.

29.

investment in the Equity Shares; (ii) will not look to our Company and/or the Lead Manager or any of their
respective shareholders, employees, counsel, officers, directors, representatives, agents or affiliates for all or
part of any such loss or losses that may be suffered; (iii) are able to sustain a complete loss on the investment
in the Equity Shares; (iv) you have sufficient knowledge, sophistication and experience in financial and
business matters so as to be capable of evaluating the merits and risk of the purchase of the Equity Shares;
(v) have no need for liquidity with respect to the investment in the Equity Shares, and (vi) have no reason to
anticipate any change in your or their circumstances, financial or otherwise, which may cause or require any
sale or distribution by you or them of all or any part of the Equity Shares. You seek to purchase the Equity
Shares in the Issue for your investment purposes and not with a view for resale or distribution;

you understand that our Company or the Lead Manager or any of its shareholders, directors, officers,
employees, counsels, representatives, agents or affiliates have not provided you with any tax advice or
otherwise made any representations regarding the tax consequences of subscription, ownership or disposal of
the Equity Shares (including but not limited to the Issue and the use of the proceeds from the Equity Shares).
You will obtain your own independent tax advice and will not rely on the Book Running Lead Manager or
any of its shareholders, employees, counsels, officers, directors, representatives, agents or affiliates or our
Company when evaluating the tax consequences in relation to the Equity Shares (including but not limited to the
Issue and the use of the proceeds from the Issue). You waive and agree not to assert any claim against the Lead
Manager or any of their shareholders, employees, counsels, officers, directors, representatives, agents or
affiliates or our Company with respect to the tax aspects of the Equity Shares or as a result of any tax audits by
tax authorities, wherever situated;

that where you are acquiring the Equity Shares for one or more managed accounts, you represent and warrant
that you are authorized in writing by each such managed account to acquire the Equity Shares for each
managed account and to make (and you hereby make) the representations, acknowledgements and agreements
herein for and on behalf of each such account, reading the reference to “you” to include such accounts;

you are not a ‘promoter’ (as defined under the ICDR Regulations) of the Company or a person related to any
‘promoter’, either directly or indirectly, and your Application does not directly or indirectly represent the
Promoter(s) or Promoter Group or group companies of the Promoter(s) of our Company;

you have no rights under any shareholders’ agreement or voting agreement with the ‘promoter’ (as defined
under the ICDR Regulations) or a person related to any ‘promoter’, nor any veto right or right to appoint any
nominee director on the Board of Directors other than the rights you may have acquired in the capacity of a
lender, and where such acquisition has not and will not result in you being deemed to be a ‘promoter’, a person
related to the Promoter(s) or Promoter Group or group companies of the Promoter(s) of our Company;

you are aware, understand and agree that you have no right to withdraw your Application after the Bid/Issue
Closing Date;

you are eligible, including without limitation under applicable law, to apply for and hold the Equity Shares
so Allotted and together with any securities of our Company held by you prior to the Issue. You further confirm
that your aggregate holding in our Company upon the issue and Allotment shall not exceed the level
permissible as per any applicable laws;

that the Application Form submitted by you would not at any stage result, directly or indirectly, in
triggering any requirement to make a public announcement to acquire Equity Shares in accordance with the
Takeover Regulations;

to the best of your knowledge and belief, your aggregate holding together with other allottees
belonging to the same group or are under common control as you, pursuant to the Allotment shall not exceed
50% of the Issue Size. For the purposes of this representation:

i. The expression “Belongs to the Same Group” shall be interpreted by applying the concept of “Company
under the same Group” as provided in sub sectionl 1 of section 372 of the Companies Act, 1956.

ii. “Control” shall have the same meaning as is assigned to it by clause 1(e) of Regulation 2 of the
Takeover Regulations.

you understand that the Equity Shares will, when issued, be credited as fully paid and will rank pari- passu
in all respects with the existing Equity Shares including the right to receive all dividends and other
distributions declared, made or paid in respect of the Equity Shares after the date of issue of the Equity Shares;



30.

31.

32.

33.

34.

35.

36.

37.

38.

you are aware that (i) applications for in-principle approval, in terms of Regulation 28(1) of the Listing
Regulations, for listing and admission of the Equity Shares and for trading on the Stock Exchange, were made
and such approval has been received from the Stock Exchange, and (ii) the application for the final listing and
trading approval will be made only after Allotment. Our Company shall not be responsible for any delay or
non-receipt of such final approvals or any loss arising from such delay or non-receipt;

you shall not undertake any trade in the Equity Shares credited to your beneficiary account until such time that
the final listing and trading approval for the Equity Shares are issued by the Stock Exchange;

you understand that the contents of this Preliminary Placement Document are exclusively the responsibility of
our Company and that neither the Lead Manager nor any person acting on its behalf has or shall have any
liability for any information, representation or statement contained in this Preliminary Placement Document or
any information previously published by or on behalf of our Company and will not be liable for your decision
to participate in the Issue based on any information, representation or statement contained in this Preliminary
Placement Document or otherwise. By participating in the Issue, you agree to the same and confirm that the
only information you are entitled to rely on, and on which you have relied in committing yourself to acquire the
Equity Shares is contained in this Preliminary Placement Document, such information being all that you deem
necessary to make an investment decision in respect of the Equity Shares and you have neither received nor
relied on any other information, representation, warranty or statement made by or on behalf of the Lead
Manager or our Company or any other person and neither the Lead Manager nor our Company nor any other
person will be liable for your decision to participate in the Issue based on any other information,
representation, warranty or statement that you may have obtained or received;

you understand that the Lead Manager does not have any obligation to purchase or acquire all or any part of
the Equity Shares purchased by you in the Issue or to support any losses directly or indirectly sustained or
incurred by you for any reason whatsoever in connection with the Issue, including non-performance by us of
any of our respective obligations or any breach of any representations or warranties by us, whether to you or
otherwise;

Any dispute arising in connection with the Issue will be governed by and construed in accordance with the laws
of the Republic of India and the courts at New Delhi, India, India shall have exclusive jurisdiction to settle any
disputes that may arise out of or in connection with the Issue;

That each of the representations, warranties, acknowledgements and agreements set forth above shall
continue to be true and accurate at all times up to and including the Allotment, listing and trading of the Equity
Shares in the Issue;

You agree to indemnify and hold our Company and the Lead Manager harmless from any and all costs, claims,
liabilities and expenses (including legal fees and expenses) arising out of or in connection with any breach of the
representations, warranties, undertakings, and agreements in this section. You agree that the indemnity set forth
in this section shall survive the resale of the Equity Shares by or on behalf of the managed accounts;

you understand that our Company, the Lead Manager, its respective affiliates and others will rely on the truth
and accuracy of the foregoing representations, agreements, warranties, acknowledgements and undertakings,
which are given to the Lead Manager on its own behalf and on behalf of our Company and are irrevocable
and it is agreed that if any of such representations, warranties, acknowledgements and undertakings are
no longer accurate, you will promptly notify our Company and the Lead Manager; and

you have made, or been deemed to have made, as applicable, the representations set forth in this section,
namely “Representations By Investors”.



OFF-SHORE DERIVATIVE INSTRUMENTS

Subject to compliance with all applicable Indian laws, rules, regulations, guidelines and approvals in terms of Regulation
22 of the SEBI FPI Regulations (as defined below), FPIs (other than Category III foreign portfolio investors and
unregulated broad based funds, which are classified as Category II FPI by virtue of their investment manager being
appropriately regulated)may issue or otherwise deal in offshore derivative instruments (as defined under the SEBI FPI
Regulations as any instrument, by whatever name called, which is issued overseas by a FPI against securities held by it that
are listed or proposed to be listed on any recognised stock exchange in India, as its underlying, and all such offshore
derivative instruments are referred to herein as “P-Notes”) directly or indirectly, for which they may receive compensation
from the purchasers of such instruments. P-Notes may be issued only in favour of those entities which are regulated by any
appropriate foreign regulatory authorities in the countries of their incorporation, and are issued in compliance with ‘know
your client’ requirements. An FPI shall also ensure that no further issue or transfer of any instrument referred to above is
made to any person other than such entities regulated by appropriate foreign regulatory authorities. P-Notes have not been
and are not being offered or sold pursuant to this Preliminary Placement Document. This Preliminary Placement Document
does not contain any information concerning P-Notes or the issuer(s) of any P-notes, including any information regarding
any risk factors relating thereto.

Affiliates of the Book Running Lead Manager that are Eligible FPIs may purchase, to the extent permissible under law, the
Equity Shares in the Issue, and may issue P-Notes in respect thereof. Any P-Notes that may be issued are not securities of
our Company and do not constitute any obligation of, claims on or interests in our Company. Our Company has not
participated in any offer of any P-Notes, or in the establishment of the terms of any P-Notes, or in the preparation of any
disclosure related to any P-Notes. Any P-Notes that may be offered are issued by, and are the sole obligations of, third
parties that are unrelated to our Company. Our Company and the Book Running Lead Manager do not make any
recommendation as to any investment in P-Notes and do not accept any responsibility whatsoever in connection with any
P-Notes. Any P-Notes that may be issued are not securities of the Book Running Lead Manager and does not constitute any
obligations of or claims on the Book Running Lead Manager.

Prospective investors interested in purchasing any P-Notes have the responsibility to obtain adequate disclosures as
to the issuer(s) of such P-Notes and the terms and conditions of any such P-Notes from the issuer(s) of such P-Notes.
Neither SEBI nor any other regulatory authority has reviewed or approved any P-Notes or any disclosure related
thereto. Prospective investors are urged to consult their own financial, legal, accounting and tax advisors regarding
any contemplated investment in P-Notes, including whether P-Notes are issued in compliance with applicable laws
and regulations.



DISCLAIMER CLAUSE OF THE STOCK EXCHANGES

As required, a copy of this Preliminary Placement Document has been submitted to BSE and NSE (the “Stock
Exchanges”). The Stock Exchanges do not in any manner:

1. warrant, certify or endorse the correctness or completeness of any of the contents of the Preliminary Placement
Document;

2. warrant that the Equity Shares will be listed or will continue to be listed on the Stock Exchanges; or

3. take any responsibility for the financial or other soundness of the Company, its Promoters, its management or any
scheme or project of the Company; and

it should not for any reason be deemed or construed to mean that the Preliminary Placement Document has been cleared or
approved by the Stock Exchanges. Every person who desires to apply for or otherwise acquires any Equity Shares may do
so pursuant to an independent inquiry, investigation and analysis and shall not have any claim against the Stock Exchanges
whatsoever by reason of any loss which may be suffered by such person consequent to or in connection with such
subscription/acquisition whether by reason of anything stated or omitted to be stated herein or for any other reason
whatsoever.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

Certain Conventions

In this Preliminary Placement Document, unless otherwise specified or the context otherwise indicates or implies, references
to “you”, “your”, “offeree”, “purchaser”, “subscriber”, “recipient”, “investors”, “prospective investors” and “potential
investor” are to the prospective investors of Equity Shares in the Issue and references to the “Issuer”, “our Company” or
“KWALITY?”, are to the Kwality Limited, and references to “we”, “us”, or “our”, or similar terms are to Kwality Limited

and its Subsidiary unless the context otherwise requires.

References in this Preliminary Placement Document to “India” are to the Republic of India and its territories and
possessions and the “Government” or the “central government” or the “state government” is to the Government of India,
central or state, as applicable. References to the singular also refer to the plural and one gender also refers to any other
gender, wherever applicable.

Financial and Other Information

Our Company publishes its financial statements in Indian Rupees. Prior to April 1, 2016, we prepared our financial
statements in accordance with the accounting principles generally accepted in India (“Indian GAAP”), prescribed by the
Institute of Chartered Accountants of India (“ICAI”), the Companies Act, 1956, the Companies Act, 2013, Accounting
Standards notified under the Companies Act and the requirements of the SEBI Listing Regulations, each as applicable.
With effect from April 1, 2016, we adopted Indian Accounting Standards (“Ind AS”) prescribed under Section 133 of the
Companies Act, 2013 read with the rules made thereunder and, accordingly, our financial statements as of and for the years
ended March 31, 2018 and March 31, 2017 have been prepared in accordance with Ind AS and the Companies Act (the
“Ind AS Audited Consolidated Financial Statements”). Our financial statements as of and for the year ended March 31,
2016 have been prepared in accordance with Indian GAAP and restated in accordance with Ind AS for comparative
information and presented in the Ind AS Audited Consolidated Financial Statements for the year ended March 31, 2017.

The financial statements for the financial years ended March 31, 2018 and March 31, 2017, prepared under Ind AS, and the
financial statements for the year ended March 31, 2016, restated in accordance with Ind AS for comparative information,
are not comparable with financial statements prepared for prior periods in accordance with Indian GAAP.

The audited financial statements as at and for the year ended March 31, 2018 have been audited by M/s MSKA &
Associates, Chartered Accountants, while the audited financial statements as at and for the years ended March 31, 2017 and
March 31, 2016 have been audited by our previous statutory auditors, M/s. P. P. Mukerjee & Associates, Chartered
Accountants.

Our Company does not quantify the impact of U.S. GAAP or International Financial Reporting Standards (“IFRS”) on the
financial data included in this Preliminary Placement Document, nor does our Company provide a reconciliation of its
financial statements to U.S. GAAP or IFRS. Each of U.S. GAAP and IFRS differ in certain significant respects from Ind
AS or Indian GAAP, as applicable. Accordingly, the degree to which the Standalone and consolidated financial statements
prepared in accordance with Ind AS or Indian GAAP included in this Preliminary Placement Document will provide
meaningful information is entirely dependent on the reader’s familiarity with the respective accounting practices. Any
reliance by persons not familiar with Indian accounting practices on the financial disclosures presented in this Preliminary
Placement Document should accordingly be limited.

There are significant differences between Ind AS, U.S. GAAP and IFRS. Our Company does not provide reconciliation of
its financial information to IFRS or U.S. GAAP. Our Company has not attempted to explain those differences or quantify
their impact on the financial data included in this Preliminary Placement Document and it is urged that you consult your
own advisors regarding such differences and their impact on our financial data. Accordingly, the degree to which the
financial information included in this Preliminary Placement Document will provide meaningful information is entirely
dependent on the reader’s level of familiarity with Indian accounting policies and practices, the Companies Act, the Ind AS.
Any reliance by persons not familiar with Indian accounting policies and practices on the financial disclosures presented in
this Preliminary Placement Document should accordingly be limited.

The financial information relating to our Company herein have been converted from crore, lakh or thousands, as the case
may be, into millions and shown to the nearest two decimal places. References to “lakh” and “crore” in this Preliminary
Placement Document are to the following:

[J  One Million represents 10,00,000

[ One lakh represents 100,000 (one hundred thousand);and

(] One crore represents 10,000,000 (ten million).
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In this Preliminary Placement Document, certain monetary thresholds have been subjected to rounding adjustments;
accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the figures that precede
them.

The Financial Year of our Company commences on April 1 of each calendar year and ends on March 31 of the succeeding
calendar year. Unless otherwise stated, references in this Preliminary Placement Document to a particular year are to the
calendar year ended on December 31, and to a particular “Financial” or “Financial Year” or “FY” or “Fiscal” or “Fiscal
Year” are to the twelve month period ended on March 31 of that year.
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INDUSTRY AND MARKET DATA

Information regarding market position, growth rates and other industry data pertaining to businesses of the Company
contained in this Preliminary Placement Document consists of estimates based on data reports compiled by government
bodies, professional organizations and analysts, data from other external sources and knowledge of the markets in which
the Company competes. The statistical information included in this Preliminary Placement Document relating to the
various sectors in which the Company operates has been reproduced from various trade, industry and government
publications and websites.

This information is subject to change and cannot be verified with complete certainty due to limits on the availability and
reliability of the raw data and other limitations and uncertainties inherent in any statistical survey. In many cases, there is
no readily available external information (whether from trade or industry associations, government bodies or other
organizations) to validate market-related analysis and estimates, so the Company has relied on internally developed
estimates.

While the Company has compiled, extracted and reproduced this data from external sources, including third parties, trade,
industry or general publications, the Company accepts no responsibility for accurately or completely reproducing such data.
Neither the Company nor the Book Running Lead Manager have independently verified this data and neither the Company
nor the Book Running Lead Manager make any representation regarding the accuracy of such data. Similarly, while the
Company believes that its internal estimates are reasonable, such estimates have not been verified by any independent
sources and neither the Company nor the Book Running Lead Manager can assure potential investors as to their accuracy.
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FORWARD-LOOKING STATEMENTS

Certain statements contained in this Preliminary Placement Document that are not statements of historical fact constitute
“forward-looking statements.” Investors can generally identify forward-looking statements by terminology such as “aim”,
“anticipate”, “believe”, “continue”, “could”, “estimate”, “expect”, “intend”, “may”, “objective”, “plan”, “potential”,
“project”, “pursue”, “shall”, “should”, “will”, “would”, or other words or phrases of similar import. All statements
regarding the Company’s expected financial condition and results of operations and business plans, including potential
acquisitions, and prospects are forward-looking statements. These forward-looking statements include statements as to the
Company’s business strategy, revenue and profitability, planned projects and other matters discussed in this Preliminary
Placement Document that are not historical facts. These forward-looking statements and any other projections contained in
this Preliminary Placement Document (whether made by the Company or any third party) are predictions and involve
known and unknown risks, uncertainties, assumptions and other factors that may cause the Company’s actual results,
performance or achievements to be materially different from any future results, performance or achievements expressed or
implied by such forward-looking statements or other projections.

All forward-looking statements are subject to risks, uncertainties and assumptions about the Company that could cause
actual results to differ materially from those contemplated by the relevant statement. Important factors that could cause
actual results, performance or achievements to differ materially include, among other:

¢ Difficulty in managing our future growth and profitability;

¢ [Inability to respond to rapid changes in the market, customer preferences or other competitive factors;

e The global economic slowdown;

e Economic and other conditions in the markets in which the Company operates;

e The Company’s ability to successfully implement its strategy, growth and expansion plans;

e Indian governmental policies regarding the industry that we operate in, various duties and taxes, the monetary and

interest rate policies and other policies affecting the Company’s business;

e competition in the industry in which the Company operates;

e changes in Indian and foreign laws and regulations, including tax, and accounting regulations;

e the Company’s inability to attract and retain qualified personnel for its various businesses;

e the Company’s ability to finance its business and growth

Additional factors that could cause actual results, performance or achievements to differ materially include, but are not
limited, to those discussed under the “Risk Factors”, “Management’s Discussion and Analysis of Financial Condition and

Results of Operations of Company”, “Industry Overview” and “Our Business” on pages 37,64,74 and 78 respectively, of
this Preliminary Placement Document.

The forward-looking statements contained in this Preliminary Placement Document are based on the beliefs of
management, as well as the assumptions made by and information currently available to management. Although the
Company believes that the expectations reflected in such forward-looking statements are reasonable at this time, it cannot
assure investors that such expectations will prove to be correct. Given these uncertainties, investors are cautioned not to
place undue reliance on such forward-looking statements. If any of these risks and uncertainties materialize, or if any of the
Company’s underlying assumptions prove to be incorrect, the Company’s actual results of operations or financial condition
could differ materially from that described herein as anticipated, believed, estimated or expected. All subsequent written
and oral forward-looking statements attributable to the Company are expressly qualified in their entirety by reference to
these cautionary statements.
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ENFORCEMENT OF CIVIL LIABILITIES

Our Company is a limited liability public company incorporated under the laws of India. The majority of our Company’s
Directors and key managerial personnel are residents of India and all or a substantial portion of the assets of our Company
and such persons are located in India. As a result, it may not be possible for investors to affect service of process upon our
Company or such persons in India, or to enforce judgments obtained against such parties in courts outside of India.

India is not a signatory to any international treaty in relation to the recognition or enforcement of foreign judgments.
However, recognition and enforcement of foreign judgments is provided for under Sections 13, 14 and 44A of the Code of
Civil Procedure, 1908, as amended (the “CPC”).

Section 13 of the CPC provides that a foreign judgment shall be conclusive regarding any matter directly adjudicated upon
between the same parties or parties litigating under the same title, except (i) where the judgment has not been pronounced
by a court of competent jurisdiction, (ii) where the judgment has not been given on the merits of the case, (iii) where it
appears on the face of the proceedings that the judgment is founded on an incorrect view of international law or a refusal to
recognize the law of India in cases in which such law is applicable, (iv) where the proceedings in which the judgment was
obtained were opposed to natural justice, (v) where the judgment has been obtained by fraud, or (vi) where the judgment
sustains a claim founded on a breach of any law then in force in India. A foreign judgment which is conclusive under
Section 13 of the CPC may be enforced either by a fresh suit upon the judgment or by proceedings in execution.

Pursuant to Section 14 of the CPC, an Indian court shall, on production of any document purporting to be a certified copy
of a foreign judgment, presume that the judgment was pronounced by a court of competent jurisdiction unless the contrary
appears on the record. However, such presumption may be displaced by proving want of jurisdiction.

Section 44 A of the CPC provides that where a foreign judgment has been rendered by a superior court, within the meaning
of such section, in any country or territory outside India which the Government of India has by notification declared to be a
reciprocating territory, it may be enforced in India by proceedings in execution as if the judgment had been rendered by the
relevant court in India. However, Section 44A of the CPC is applicable only to monetary decrees not being of the same
nature as of any amounts payable in respect of taxes, other charges of a like nature or in respect of a fine or other penalties
and does not apply to arbitration awards.

The United Kingdom, Singapore and Hong Kong among other jurisdictions have been declared by the Government to be
reciprocating territories for the purposes of Section 44A of the CPC but the United States has not been so declared. A
judgment of a court in a jurisdiction which is not a reciprocating territory may be enforced only by a fresh suit upon the
judgment and not by proceedings in execution. The suit must be brought in India within three years from the date of the
foreign judgment in the same manner as any other suit filed to enforce a civil liability in India. It is unlikely that a court in
India would award damages on the same basis as a foreign court if an action is brought in India. Furthermore, it is unlikely
that an Indian court would enforce foreign judgments if it viewed the amount of damages awarded as excessive or
inconsistent with public policy of India or Indian practice. Further, any judgment or award for payment of amounts
denominated in a foreign currency would be converted into Indian Rupees on the date of such judgment or award and not
on the date of payment which could also increase risks relating to foreign exchange. A party seeking to enforce a foreign
judgment in India is required to obtain approval from the RBI to repatriate outside India any amount recovered. Any such
amount may be subject to income tax in accordance with applicable law.
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EXCHANGE RATES

Fluctuations in the exchange rate between the Rupee and the US Dollar will affect the US Dollar equivalent of the Rupee
price of the Shares on the Stock Exchanges. These fluctuations will also affect the conversion into US Dollars of any cash
dividends paid in Rupees on the Equity Shares.

The following table sets forth information with respect to the exchange rate between the Rupee and the US dollar (in Rupees
per US dollar) for the periods indicated. Exchange rates are based on the reference rates released by the Reserve Bank of
India. No representation is made that any Rupee amounts could have been, or could be, converted into US dollars at any
particular rate, the rates stated below, or at all.

The following table sets forth, for the periods indicated, information with respect to the exchange rate between the Rupee
and the U.S. dollar (in Rupees per U.S. dollar), for the periods indicated.

(R per US$)
Period ‘ Period End ‘ Average* High* Low*
Fiscal
2018 65.04 64.45 65.76 63.35
2017 64.84 66.78 68.72 64.84
2016 66.33 65.47 68.78 62.16
Month Ended
August 31, 2018 70.87 68.48 71.06 68.34
July 31,2018 69.05 68.74 69.05 68.53
June 30, 2018 68.58 67.79 68.94 67.02
May 31, 2018 67.45 67.54 68.39 66.61
April 30, 2018 66.78 65.64 66.83 64.93
March 31, 2018 65.04 65.02 65.23 64.80
February 28, 2018 65.10 64.37 65.10 63.61
January 31, 2018 63.69 63.64 63.98 63.35

(Source: www.rbi.org.in)
(1) Average of the official rate for each working day of the relevant period;
(2) Maximum of the official rate for each working day of the relevant period;
(3) Minimum of the official rate for each working day of the relevant period; and
(4) If the RBI reference rate is not available on a particular date due to a public holiday, exchange rates of the previous
working day have been disclosed.
(5) The RBI reference rates are rounded off to two decimal places.
The exchange rate on September 11, 2018 was Rs. 72.32 per USS$ 1.

The following table sets forth, for the periods indicated, information with respect to the exchange rate between the Rupee
and the Euro (in Rupees per Euro 1), for the periods indicated.
(R per Euro 1)

Period ‘ Period End Average* High* Low*
Fiscal

2018 80.62 75.42 80.76 68.25
2017 69.25 72.93 76.61 69.25
2016 75.10 71.76 77.36 66.16
Month Ended

August 31, 2018 82.72 80.42 82.72 79.16
July 31, 2018 80.54 80.35 80.78 79.96
June 30,2018 79.85 79.16 79.93 78.36
May 31,2018 78.09 79.82 80.53 78.20
April 30, 2018 80.74 80.66 81.46 79.51
March 31, 2018 80.62 80.25 80.76 79.50
February 28, 2018 79.59 79.56 80.17 78.75
January 31, 2018 79.21 77.45 79.21 76.14

(Source: www.rbi.org.in)

(1) Average of the official rate for each working day of the relevant period;

(2) Maximum of the official rate for each working day of the relevant period;

(3) Minimum of the official rate for each working day of the relevant period; and

(4) If the RBI reference rate is not available on a particular date due to a public holiday, exchange rates of the previous
working day have been disclosed.

(5) The RBI reference rates are rounded off to two decimal places.

The exchange rate on September 11, 2018 was Rs. 84.07 per Euro 1.
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CERTAIN DEFINITIONS AND ABBREVIATIONS

The Company has prepared this Preliminary Placement Document using certain definitions and abbreviations which you
should consider when reading the information contained herein.

The terms defined in this section shall have the meaning set forth herein, unless specified otherwise in the context thereof,
and references to any statute or regulations or policies shall include amendments thereto, from time to time.

Company Related Terms

Description

Term
“the Company” , “our Company”,
“the Issuer”, “Kwality Limited”

Kwality Limited, a public limited company incorporated under the Companies
Act, 1956 and having its registered office at KDIL House, F-82, Shivaji Place,
Rajouri Garden, New Delhi 110027

Articles/Articles of Association

The Articles of Association of the Company, as amended

Audited Consolidated Financial
Statements

Audited consolidated financial statement of the company for the year ended
March 31, 2016, 2017 and 2018.

Audited Standalone Financial
Statements

Audited standalone financial statement of the company for the year ended March
31,2016,2017 and 2018.

Auditors

M/s. MSKA Associates, Chartered Accountants , the Statutory Auditors of the
Company

Board of Directors/Board

The Board of Directors of the Company or any duly constituted committee thereof

Directors Directors of the Company, unless otherwise specified
Equity Shares Equity Shares of the Company of face value of ¥ 1/- each
ESOP 2014 Employee Stock Option Plan, 2014

Financial Statements

The financial statements include the consolidated financial statements for the
financial years ended March 31, 2016, March 31, 2017 and March 31, 2018. Such
financial statements have been drawn from the audited consolidated financial
statements of the Company for the respective years prepared in accordance with
Indian GAAP and the Companies (Accounting Standard) Rules, 2006, as
amended.

Key Management Personnel

Key management personnel of our Company as disclosed in “Board of Directors
and Senior Management” on page 90

Memorandum or Memorandum of
Association

The Memorandum of Association of the Company, as amended

Nomination and Remuneration
Committee

Nomination and Remuneration Committee constituted by the Board of Directors
of the Company in accordance with section 178 of the Companies Act, 2013 read
with SEBI (LODAR) Regulations, 2015.

Promoter (s)

Mr. Sanjay Dhingra

Promoter Group

Not Applicable

Registrar of Companies or ROC

Registrar of Companies, National Capital Territory of Delhi and Haryana

SEBI (SAST) Regulations or
Takeover Regulations

SEBI (Substantial Acquisition of Shares and Takeover) Regulations, 2011 and
subsequent amendments thereto.

SEBI (PIT) Regulations or Insider
Trading Regulations

SEBI (Prohibition of Insider Trading) Regulations, 2015 and subsequent
amendments thereto.

SEBI (ICDR) Regulations/ICDR
Regulation

SEBI (Issue of Capital and Disclosure Requirement) Regulations, 2009 and
subsequent amendments thereto.

SEBI LODAR Regulation or Listing
Regulations

SEBI (Listing Obligation and Disclosures) Requirements Regulations, 2015 and
subsequent amendments thereto.

Subsidiary

Kwality Dairy Products FZE

“We” or “uS” or ‘”Our”

Unless the context otherwise requires, Kwality Limited along with our Subsidiary,
Associates and Joint Ventures.

Issue Related Terms

Term

Description

Allocated or Allocation

The allocation of Equity Shares following the determination of the Issue Price to QIBs on
the basis of Application Forms submitted by them, in consultation with the Book Running
Lead Manager in compliance with Chapter VIII of the SEBI (ICDR) Regulations

Allottees

Persons to whom Equity Shares are issued pursuant to the Issue

Allotment or Allotted

Unless the context otherwise requires, the issue and allotment of Equity Shares pursuant to
the Issue
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Application Form

The form pursuant to which a QIB shall submit a bid in the Issue

Bid Closing Date [e], the date on which the Company (or the Book Running Lead Manager on behalf of the
Company) shall cease acceptance of Application Forms

Bid Opening Date September 14, 2018 the date on which the Company (or the Book Running Lead Manager
on behalf of the Company) shall commence acceptance of Application

Bid(s) Indication of a QIB’s interest including all revisions and modifications of interest, as
provided in the Application Form, to subscribe for Equity Shares in the Issue

Bidding Period The period between the Bid Opening Date and Bid Closing Date, inclusive of both dates,
during which prospective QIBs can submit their Bids

BRLM/Book Running D & A Financial Services (P) Limited

Lead Manager

CAN or Confirmation of Note, advice or intimation to not more than 49 QIBs confirming the Allocation of Equity

Allocation Note Shares to such QIBs after discovery of the Issue Price and requiring payment of the Issue

Price for all the Equity Shares allocated to such QIBs

Cut-off Price

The Issue Price of the Equity Shares which shall be finalized by the Company in
consultation with the Book Running Lead Manager

Escrow Account

113

A special bank account opened by the Company, wherein account name “ Kwality
Limited— QIP — Escrow Account”, into which application money shall be paid by the QIBs.

Escrow Bank

ICICI Bank Limited

Floor Price

The floor price for the Issue, as calculated in accordance with Regulation 85 of
the ICDR Regulations, is Rs. 21.18 per Equity Share with reference to September 14,
2018, as the Relevant Date.

In accordance with the Shareholders’ special resolution dated September 29, 2017 and
Regulation 85(1) of the ICDR Regulations, the Board may at its absolute discretion, offer a
discount of up to 5.00% to the Floor Price.

Issue

The offer and placement of the Equity Shares to QIBs, pursuant to Section 42 of the
Companies Act, 2013, read with Rule 14 of the PAS Rules, and Chapter VIII of the ICDR
Regulations

Issue Price

X [®] per Equity Share, which shall be equal to or more than the Floor Price

Issue Size The issue of [@] Equity Shares aggregating X 8000.00 Lakhs

Listing Agreement The agreement entered into between the Company and the Stock Exchanges in relation to
listing of the Equity Shares on the Stock Exchanges

Mutual Fund A mutual fund registered with the SEBI under the Securities and Exchange Board
of India (Mutual Funds) Regulations, 1996

Mutual Fund Portion 10% of the Equity Shares proposed to be Allotted in the Issue, which is available for
Allocation to Mutual Funds.

Pay-in Date The last date specified in the CAN sent to the QIBs

Preliminary Placement
Document

The Preliminary Placement Document to be issued in accordance with chapter VIII of the
SEBI (ICDR) Regulations

Placement Document

This Placement Document issued in accordance with chapter VIII of the SEBI (ICDR)
Regulations

QIBs or Qualified Qualified Institutional Buyers as defined under regulation 2(1)(zd) of the SEBI (ICDR)
Institutional Buyers Regulations
QIP Qualified Institutions Placement under chapter VIII of the SEBI (ICDR) Regulations

Relevant Date

September 14, 2018, being the date of the meeting in which the Board, decided to open
the Issue.

Conventional and General Terms/ Abbreviations

Term Description

AGM Annual General Meeting

AS Accounting Standards issued by the Institute of Chartered Accountants of India
BOLT BSE Online Trading

BSE Bombay Stock Exchange Limited

CAGR Compounded Annual Growth Rate

CDSL Central Depository Services (India) Limited

Civil Code The Code Of Civil Procedure, 1908, as amended

CIN Corporate Identity Number

Companies Act

The Companies Act, 2013, as amended

Depositories Act

The Depositories Act, 1996, as amended

Depository

Regulations, 1996, as amended
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Depository Participant A depository participant as defined under the Depositories Act
EGM Extraordinary General Meeting
Eligible FPI FPIs that are eligible to participate in the Issue and does not include Category III FPIs

who are not allowed to participate in the Issue.

EPS Earnings Per Share

ESOP Employee Stock Option Plan

ESOS Employee Stock Option Scheme

ESI Employees State Insurance

EPF Employees Provident Fund

FBT Fringe Benefit Tax

FDI Foreign Direct Investment

FEMA The Foreign Exchange Management Act, 1999, as amended, and the regulations issued
thereunder

FEMA Regulations Foreign Exchange Management (Transfer or Issue of Securities by a Person Resident Outside
India) Regulations, 2000, as amended

FI(s) Financial Institution(s)

FII Foreign Institutional Investor (as defined under the Securities and Exchange Board of India
(Foreign Institutional Investors) Regulations, 1995, as amended) registered with the SEBI

Category III FPIs An FPI registered as a category III foreign portfolio investor under the

FPI Regulations

Financial Year/Financial

Period of twelve months ended March 31 of that particular year

Year/Financial/FY

FPI(s) Foreign portfolio investors as defined under the FPI Regulations and Includes a person
who has been registered under the FPI Regulations.
Any FII who holds a valid certificate of registration is deemed to be an FPI till the expiry
of the block of three years for which fees have been paid as per the Securities and
Exchange Board of India (Foreign Institutional Investors) Regulations, 1995.

Form PAS-4 The Form PAS-4 prescribed under the PAS Rules

FVCI A foreign venture capital investor as defined and registered with the SEBI under the
Securities and Exchange Board of India (Foreign Venture Capital Investors)
Regulations, 2000 registered with the SEBI under the applicable laws in India.

FIPB Foreign Investment Promotion Board of the Government of India

GAAP Generally Accepted Accounting Principles

GDP Gross Domestic Product

Gol or Government Government of India, unless otherwise specified

HUF Hindu Undivided Family

ICAI Institute of Chartered Accountants of India

IEC Import Export Code

IFRS International Financial Reporting Standards of the International Accounting Standards Board

Indian GAAP Generally Accepted Accounting Principles in India

IT Information Technology

IT Act The Income Tax Act, 1961, as amended

IFRS International Financial Reporting Standards of the International Accounting
Standards Board

IND AS Indian Accounting Standards (IND AS) 101 “First-time Adoption of Indian Accounting
Standards” as notified by the Ministry of Corporate Affairs, Government, on February 25,
2011

India The Republic of India

Indian GAAP The generally accepted accounting principles followed in India

Insider Trading Regulations

Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 2015 and subsequent amendments thereto.

ISIN International Securities Identification Number

IT Information technology

IT Act The Income Tax Act, 1961

ITAT Income Tax Appellate Tribunal

Mutual Fund or MF A mutual fund registered with the SEBI under the SEBI (Mutual Funds) Regulations, 1996,
as amended

NAV Net Asset Value

NRI or Non-Resident Indian

A person resident outside India, as defined under FEMA and who is a citizen of India or a
person of Indian origin, such term as defined under the Foreign Exchange Management
(Deposit) Regulations, 2000, as amended

NSDL

National Securities Depository Limited

NSE

National Stock Exchange of India Limited
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Overseas Corporate Body or
OCB

A company, partnership, society or other corporate body owned directly or indirectly to the
extent of at least 60% by NRIs including overseas trusts, in which not less than 60% of
beneficial interest is irrevocably held by NRIs directly or indirectly and which was in
existence on October 3, 2003 and immediately before such date was eligible to undertake
transactions pursuant to the general permission granted under FEMA.

p.a. Per annum

PAN Permanent Account Number
PAT Profit After Tax

PT Professional Tax

PBT Profit Before Tax

RBI Reserve Bank of India

Regulation S/Reg S

Regulation S under the Securities Act

g or Rs. or Rupees or INR

Indian Rupees

SCRA

Securities Contracts (Regulation) Act, 1956, as amended

SCRR Securities Contracts (Regulation) Rules, 1957, as amended

SEBI The Securities and Exchange Board of India

SEBI Act The Securities and Exchange Board of India Act, 1992, as amended

Securities Act The United States Securities Act of 1933, as amended

SEBI (ICDR) The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations/ICDR Regulations, 2009, as amended

Regulation

Stock Exchanges BSE Limited (“BSE), National Stock Exchange of India Limited (“NSE”),

STT Securities Transaction Tax

SEBI (SAST) SEBI (Substantial Acquisition of Shares and Takeover) Regulations, 2011, as amended

Regulations/Takeover Code

Uniform Listing Agreement

The uniform listing agreement as notified by the SEBI, on October 13, 2015.
Our Company has entered into the uniform listing agreement for continuing the listing

of its Equity Shares with BSE pursuant to requirements of Regulation 109 of the Listing
Regulations.

Unpublished Price
Sensitive Information

Unpublished price sensitive information as defined in the Securities and Exchange Board of
India (Prohibition of Insider Trading) Regulations, 2015

US or U.S. or U.S.A

The United States of America, including its territories and possessions, any state of the
United States of America and the District of Columbia

USD or US $ or U.S. Dollars

The lawful currency of the United States of America

VAT

Value Added Tax

Technical/Industry Related Terms

Term Description

MTPA Metric Tonnes Per Annum
CPP Captive Power Plant

IV Joint Venture

MW Mega Watt

KVA Kilo Voltage Ampere
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DISCLOSURE REQUIREMENTS UNDER FORM PAS-4 PRESCRIBED UNDER THE COMPANIES ACT, 2013

The table below sets out the disclosure requirements as provided in Form PAS-4 under the Companies (Prospectus and
Allotment of Securities) Rules, 2014 and the relevant pages in this Preliminary Placement Document where these disclosures,
to the extent applicable, have been provided.

S. Disclosure Requirements Relevant Page of this
No. Preliminary Placement
Document

GENERAL INFORMATION
Name, address, website and other contact details of the company indicating Cover Page
both registered office and corporate office.

b. | Date of incorporation of the company. Cover Page

c Business carried on by the company and its Subsidiary with the details of 24
branches or units, if any.

d. | Brief particulars of the management of the company. 90

e. Names, addresses, DIN and occupations of the directors. 90

f. Management’s perception of risk factors. 64

g. | Details of default, if any, including therein the amount involved, duration of

default and present status, in repayment of:
(i) | Statutory dues; -
(ii) | Debentures and interest thereon; -
(iii) | Deposits and interest thereon; and -

(iv) | Loan from any bank or financial institution and interest thereon. 88
h. Names, designation, address and phone number, email ID of the nodal/ 147
compliance officer of the company, if any, for the private placement offer
process.
2. PARTICULARS OF THE OFFER

a. Date of passing of board resolution. August 11,2017

b. Date of passing of resolution in the general meeting, authorising the offer of September 29, 2017
securities.

c. Kinds of securities offered (i.e. whether share or debenture) and class of Equity Shares
security.

d. Price at which the security is being offered including the premium, if any, Yes
along with justification of the price.

e. Name and address of the valuer who performed valuation of the security Not Applicable
offered.

f. Amount which the company intends to raise by way of securities. 56

g. Terms of raising of securities:

G Duration, if applicable; 106

(i) Rate of dividend; 106

(iii) | Rate of interest; 106

(iv) | Mode of payment; and 106

) Repayment. 106

h. Proposed time schedule for which the offer letter is valid. 60 days

i Purposes and objects of the offer. 56

j- Contribution being made by the promoters or directors either as part of the Not Applicable
offer or separately in furtherance of such objects.

k. Principle terms of assets charged as security, if applicable. Not Applicable

3. DISCLOSURES WITH REGARD TO INTEREST OF DIRECTORS,
LITIGATION ETC.

a. Any financial or other material interest of the directors, promoters or key Not Applicable

managerial personnel in the offer and the effect of such interest in so far as it
is different from the interests of other persons.

b. Details of any litigation or legal action pending or taken by any Ministry or 143
Department of the Government or a statutory authority against any promoter
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of the offeree company during the last three years immediately preceding the
year of the circulation of the offer letter and any direction issued by such
Ministry or Department or statutory authority upon conclusion of such
litigation or legal action shall be disclosed.

Remuneration of directors (during the current year and last three financial
years).

142

Related party transactions entered during the last three financial years
immediately preceding the year of circulation of offer letter including with
regard to loans made or, guarantees given or securities provided.

142

Summary of reservations or qualifications or adverse remarks of auditors in
the last five financial years immediately preceding the year of circulation of
offer letter and of their impact on the financial statements and financial
position of the company and the corrective steps taken and proposed to be
taken by the company for each of the said reservations or qualifications or
adverse remark.

142

Details of any inquiry, inspections or investigations initiated or conducted
under the Companies Act or any previous company law in the last three years
immediately preceding the year of circulation of offer letter in the case of
company and all of its Subsidiary. Also if there were any prosecutions filed
(whether pending or not) fines imposed, compounding of offences in the last
three years immediately preceding the year of the offer letter and if so,
section-wise details thereof for the company and all of its Subsidiary.

133

Details of acts of material frauds committed against the company in the last
three years, if any, and if so, the action taken by the company.

133

FINANCIAL POSITION OF THE COMPANY

The capital structure of the company in the following manner in a tabular
form:

(H()

The authorised, issued, subscribed and paid up capital (number of securities,
description and aggregate nominal value);

61

(b)

Size of the present offer;

61

(©)

Paid up capital:

61

A

After the offer;

61

(B)

After conversion of convertible instruments (if applicable); and

61

(d)

Share premium account (before and after the offer).

61

(i)

The details of the existing share capital of the issuer company in a tabular
form, indicating therein with regard to each allotment, the date of allotment,
the number of shares allotted, the face value of the shares allotted, the price
and the form of consideration.

61

Provided that the issuer company shall also disclose the number and price at
which each of the allotments were made in the last one year preceding the
date of the offer letter separately indicating the allotments made for
considerations other than cash and the details of the consideration in each
case.

61

Profits of the company, before and after making provision for tax, for the
three financial years immediately preceding the date of circulation of offer
letter.

142

Dividends declared by the company in respect of the said three financial
years; interest coverage ratio for last three years (Cash profit after tax plus
interest paid/interest paid).

63

A summary of the financial position of the company as in the three audited
balance sheets immediately preceding the date of circulation of offer letter.

30

Audited Cash Flow Statement for the three years immediately preceding the
date of circulation of offer letter.

30

Any change in accounting policies during the last three years and their effect
on the profits and the reserves of the company.

30

A DECLARATION BY THE DIRECTORS THAT

The company has complied with the provisions of the Act and the rules made
there under.

145

The compliance with the Act and the rules does not imply that payment of
dividend or interest or repayment of debentures, if applicable, is guaranteed
by the Central Government.

146

The monies received under the offer shall be used only for the purposes and
objects indicated in the Offer letter.

146
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I am authorised by the Board of Directors of the company vide resolution
number 5 dated September 12, 2018 to sign this form and declare that all the
requirements of Companies Act, 2013 and the rules made there under in
respect of the subject matter of this form and matters incidental thereto have
been complied with. Whatever is stated in this form and in the attachments
thereto is true, correct and complete and no information material to the
subject matter of this form has been suppressed or concealed and is as per the
original records maintained by the promoters subscribing to the
Memorandum of Association and Articles of Association It is further
declared and verified that all the required attachments have been completely,
correctly and legibly attached to this form.
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SUMMARY OF BUSINESS
Overview

Kwality Ltd (Kwality) is one of the largest and fastest growing private dairy companies in India. We manufacture and sell a
range of dairy products to institutional customers and retail consumers in India, with special focus on the states of Northern
India.

The company is progressing well on the defined path of business transformation from B2B to B2C. We are targeting to
achieve 70% of the total revenue from B2C segment in the next three years’ time.

We manufacture & sell a diverse range of products including fresh dairy products and value-added products to customers
comprising of multiple brands like KDIL’s Kwality, Dairy Best, Dairy Best Wake-Up, Kream Kountry, LivLite and Meera
Premium. All value-added products are sold to retail consumers under the brand name of “KDIL’s KWALITY”. The
product portfolio includes Fresh dairy products & Consumer products like milk, curd, butter milk, Ghee, skimmed milk
powder, whole milk powder, dairy whitener and value-added products such as Flavoured Milk, UHT Milk, UHT Cream,
Lassi and butter milk.

Company has owned & leased six milk processing facilities in UP, Haryana & Rajasthan and 29 milk chilling centres as on
March 31, 2018. The new facility in Softa plant Haryana became operational in February 2017 and is dedicated primarily to
the production and manufacture of value added products. The company has aggregate milk processing capacity of 4.3
million litres per day across our owned and leased processing facilities. The new facility at Softa, Haryana has a milk
handling capacity of 9 lakh litres per day for the production of value added products such as flavoured milk, UHT milk &
Cream, Tetra Pack Lassi, Butter Milk among others. Our direct procurement of milk from farmers is 26% of the total milk
purchased and the remainder being sourced from third party aggregators.

We have an extensive sales and retail network of more than 60,000 retail outlets (approximately) spread across Northern
India to cater to retail consumers. We undertake several marketing and promotional activities to promote our brands and to
increase our sales volumes. Our marketing initiatives include advertising in print and electronic media, promoting our
brands through tie-ups and outdoor promotional activities directed at retail consumers. Our products are sold through select
modern trade stores and E- commerce platforms like Big Basket and Grofers.

In addition to our domestic sales, we export dairy products to various countries of Asia and Far East Country(s). Our
wholly —owned subsidiary, Kwality Dairy Products, FZE located in DUBAI is engaged in the international trade of a
variety of milk-based products. We place significant emphasis on quality control and product safety and have obtained
quality control certifications and registrations for our facilities and products including ISO 22000:2005, HACCP-IS: 15000
and AGMARK.

Our Strengths:
We believe that the following are our principal strengths:
Differentiated product portfolio

Over the years we have differentiated our product portfolio, catering to institutional customers as well as retail consumers.
Our product portfolio sold to institutional customers comprises of dairy-based ingredients, such as skimmed milk powder,
whole milk powder, dairy creamers and butter, which are used in the production of milk and food products. We believe we
have developed strong relationships with our institutional customers, including multinational and local fast-moving
consumer goods manufacturers, leveraging on the quality of our product portfolio and the strength of our manufacturing
facilities.

Our product portfolio sold to retail consumers comprises of branded products in the following categories: milk — pouched
milk, skimmed milk; Milk Powders — skimmed milk powder, whole milk powder and dairy whiteners; curd and buttermilk;
ghee — desi ghee, cow ghee, low cholesterol ghee and bulk butter; and value-added products — UHT milk, flavoured milk
and cream tetra-packs. An additional unit at our milk processing facility in Haryana dedicated primarily to the production
and manufacture of value-added products, such as flavored milk, UHT milk and cream in tetra-packs became operational in
[February, 2017]. We intend to leverage this unit to grow our value-added product portfolio.

24



Widespread procurement network and established relationships with farmers

Raw Milk is the key raw material for our manufacturing operations and a continued and sustained availability of good
quality milk at competitive prices is essential to the growth of our business. We believe that our widespread milk
procurement network and our established relationships with farmers and third party aggregators enables us to obtain a
regular supply of quality raw milk. Our supply chain comprises of procurement from third-party aggregators, as well as
direct procurement from approximately [350,000] farmers through our procurement network. We procure a significant
portion of the raw milk required for our operations from certain contract milk suppliers, with whom we are able to negotiate
competitive prices. We procured [26] % and [74] %, respectively, of our milk requirements directly from farmers, with the
remainder in each period being sourced from third-party aggregators.

Our direct procurement network comprises of village level collection centres, village service providers, automated milk
collection units and [29] milk chilling centres, located across 4700 villages in Rajasthan, Haryana and Uttar Pradesh. The
automated milk collection units at the village level evaluate the quality of the milk and provide transparency to the pricing
of milk purchased by us. Our average daily milk procurement for the financial year 2017-18 was 3.5 million litres per day.

We believe we enjoy good relationships with the farmers from whom we source our milk, which is strengthened by our
outreach and education programs. We engage with farmers by educating them on subjects such as cattle breeding, cattle
feed, nutrition, medication, cattle insurance and financing, and also provide training on milking, storage and delivery of
milk to milk chilling centres as well as organizing animal health camps and providing high quality cattle feed, supplements
and medicines. We have instituted a trained team of veterinary doctors in order to offer timely advice for preventive and
curative animal health and artificial insemination to our farmers. In addition, to boost the direct milk sourcing program, the
company entered a Memorandum of Understanding (MOU) with IDBI Bank Limited, wherein IDBI shall extend credit
facilities to medium and large milk producers. IDBI will also support the establishment of Milk Chilling Center’s/Milk
Processing Units. Also, entered a Memorandum of Understanding (MOU) with Bank of Baroda, wherein the bank would
extend credit facilities for small scale dairy farmers, which would enable the farmer(s) to meet the milk requirement. We
believe that our regular engagement and welfare initiatives increase loyalty among farmers in our procurement network and
enable consistent procurement of quality raw milk for our operations.

Strong brand recall and distribution network in key markets

We manufacture and sell a range of dairy products to institutional customers and retail consumers in India. We sell under
multiple brands viz ‘KDIL’s Kwality’, ‘Dairy Best’, ‘Kream Kountry’, ‘Dairy Best Wake Up’, LivLite and ‘Meera
Premium’, which we believe are well recognized and the same have been developed to cater to consumers across sections
of the market for dairy based food and beverage products. We also believe that the strength of our brands helps us in many
aspects of our business, including expanding to new markets and our exports business, entering into agreements with
distributors and retailers and building relationships with our customers, investors and lenders.

In order to boost the market penetration, we utilize general trade channels that include smaller retail stores, together with
certain online platforms for our sales. We have an extensive sales and distribution network, which covers 60K plus retail
outlets spread across select states in North India. We undertake several marketing and promotional activities to promote our
brands and increase our sales volumes. Our marketing initiatives include advertising in the print and electronic media,
promoting our brands through tie-ups and outdoor promotional activities directed at retail consumers. We believe our
strong brand presence and extensive sales and distribution network in the NCR, Rajasthan, Uttar Pradesh and Haryana
enable us to cater to diverse customer requirements and grow our business effectively.

Modern production facilities with emphasis on quality

We own and operate two milk processing facilities, one in Uttar Pradesh and the other in Haryana. In addition, we utilize
four milk processing facilities, with one located in Rajasthan and three located in Uttar Pradesh, on a leasehold basis. We
have an aggregate milk processing capacity of 4.3 million litres per day as on 31* March, 2018, across our owned and
leased processing facilities. We endeavour to implement high quality standards at our milk processing facilities and are
committed to ensuring consumer safety at all stages of our procurement, processing and production cycle.
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We have a unit dedicated primarily to the production and manufacture of value-added products, with a capacity of 0.9
million litres per day, at our milk processing facility in Haryana. This unit is highly automated and equipped with modern
machinery and quality control systems and includes a research and development and testing laboratory. In addition, we
have implemented several systems and processes across our operations that assist us in monitoring and controlling quality
in our product life-cycle, such as daily quality indexing, food safety certifications, quality audits, vendor quality
improvement programs, trials and new product quality assessments are implemented across our business operations.
Further, we have some dedicated internal quality control team members. This team is responsible for ensuring compliance
with good manufacturing practice guidelines in India.

We have licences(s) for manufacturing of Milk and Milk products under Food Safety and Standard Act, 2006 read with
Regulations, 2011 for our manufacturing units located at Haryana, U.P and Rajasthan, including certification from
AGMARK for Ghee manufacturing and BIS certifiaction for Skimmed Milk Powder, Whole Milk Powder. We regularly
test our products for shelf life, longevity and overall quality under a wide range of environmental conditions. In order to
produce and process quality milk products at international standards, our standards for food safety are based on codex
standards for hazard analysis and critical control points (“HACCP”) to ensure safe and quality products for consumers and
also, we have obtained ISO 22000:2005 and HACCP-IS:15000 certifications.]

Experienced Management team

Our Company has an experienced management team. The team has demonstrated ability to manage and grow our
operations organically in our key geographical areas. Further, we believe that the managements experience has played a
crucial role in the growth and development of our business. Their experience has helped us develop relationships with our
vendors including farmers for the procurement of milk, institutional customers and our dealers and distributors. In addition,
our Promoter and key managerial personnel have enabled us to develop an optimized procurement model and an extensive
marketing and sales network. We believe that our management team of qualified and experienced professionals enables us
to identify new avenues of growth and helps us to implement our business strategies in an efficient manner and to continue
to enhance our product offerings.

Grow our value-added product portfolio

We intend to focus on research and development to distinguish ourselves from our competitors and to enable us to
introduce new value-added products based on consumer preferences and demand. We regularly assess consumer demand,
evolving market preferences and medical and nutritional aspects of products in order to evaluate the feasibility of potential
and new product introductions. We have established a unit at our milk processing facility in Haryana dedicated primarily to
the production and manufacture of value-added products such as flavored milk, UHT milk, cream in tetra-packs. This unit
includes a modern research, development and testing laboratory. We intend to increase the share of our value-added
product portfolio, which we believe offers us higher profit margins, by leveraging our milk processing capabilities at our
unit in Haryana.

Further, we intend to focus on the increasing need for health and specialty products, by expanding our product portfolio to
include such products. We launched flavored milk under our “KDIL’s Kwality” brand with flavored variants, which is
fortified with vitamin A and vitamin D and also launched long shelf products range in TETRA Pack Milk, Cream, Lassi &
buttermilk over the year. We intend to utilize our existing distribution and supply network, and add alternate channels, in
order to effectively distribute our value-added products to target retail consumers. We intend to leverage our existing brand
recognition and consumer loyalty in key geographical regions and with retail consumers in such regions, in order to
increase sales of our value-added products. Further, as part of our growth strategy, we intend to continue to invest in
increasing our manufacturing capacities for our existing value-added products as well as enhance manufacturing
capabilities for new products, particularly high margin products.

Increase sales to retail consumers

Revenue from sales to institutional customers have historically formed a higher portion of our total revenues than
sales to retail consumers. Revenue from sales to retail consumers constitutes 42% for financial years 2017-18 and
40% for financial years 2016-17 respectively. We intend to continue to focus on growing our retail products business
and enhance our distribution network with an emphasis on modern trade channels such as super-markets and
hyper-markets as well as concept stores, home delivery agent networks, online platforms and hyper-local online
delivery services, which are targeted at retail consumers.
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Further, we believe that increased brand recognition is a critical sales driver in the competitive dairy industry. We intend to
continue to enhance the brand recall of our products through strategic branding initiatives, including through the use of
film, television, radio and social media as well as through consumer engagement programs. The advertisement and brand
building expenses towards advertising and marketing initiatives were with a view to increase brand recall and capture the
demand from the retail segment. As part of our brand positioning initiatives, we have from time to time engaged renowned
celebrities from the Indian film industry to act as brand ambassadors for our products. We have also engaged reputed
agencies to develop advertisements, to manage public relations and social marketing and to undertake extensive consumer
and market research, in order to gauge the various aspects of a product and plan our marketing campaigns. We intend to
continue our brand building measures by introducing strategic marketing initiatives and consumer engagement programs in
the future. We also intend to target retail consumers in new markets and geographies in India, leveraging our brand
recognition.

Increase direct milk procurement

We require raw milk for all our manufacturing operations, which we procure from third-party aggregators as well as direct
procurement from farmers through our procurement network. As we continue to evolve our product portfolio and introduce
a variety of value-added products, it is critical for us to ensure consistent quality and taste. Over the years, we have
endeavored to increase the supply of milk directly from farmers through our procurement network. For the financial year
2015, direct supply from farmers constituted [12] % of our total milk requirements, with third-party aggregators providing
the remainder; while, during the year 2017-18 we procured [26] % and [74] %, respectively, of our milk requirements
directly from farmers, with the remainder in each period being sourced from third-party aggregators. We believe direct
procurement from farmers allows to obtain fresher and better-quality milk for our manufacturing operations.

We intend to expand our direct procurement network by adding village level collection centres, automated milk collection
units and milk chilling centres in Rajasthan, Haryana and Uttar Pradesh. In order to enhance our association with farmers,
we intend to continue undertaking various initiatives and providing incentives, including veterinarian support, subsidized
animal feed, annual vaccinations and outreach and education programs, together with financial support programs, such as
our memorandum of understanding entered into with the Bank of Baroda for the provision of loans to farmers.

Improve operational efficiencies

We intend to continue to increase our operational efficiencies to strengthen our competitive position through the following
measures, among others:

e Continous adoption of best practices in line with international standards across our production facilities, drawing on
our management’s expertise and experience, in order to reduce our operating costs at our production facilities;

e Continue to leverage our technological and research and development capabilities to effectively manage our
operations, maintain strict operational controls and enhance quality levels;

e Implement energy saving initiatives that are both cost-efficient and environmentally friendly and identify focus areas
for reducing energy and water consumption per liter of milk processed, reducing milk and solid wastage and
decreasing emission levels, as part of environmental, health safety and energy certifications]

e Invest in our in-house technology capabilities to develop customized systems and processes to achieve higher
efficiencies; and

e Improve staff productivity and efficiency to reduce payroll costs through the use of new technology, streamlined
management systems, comprehensive training and performance-linked compensation.

DESCRIPTION OF OUR BUSINESS
Our Business and Operations

Our Product Portfolio
We manufacture and sell a diverse range of dairy products to institutional customers as well as under various brands to

retail consumers. Revenue from sales to institutional customers have historically formed a higher portion of our total
revenues than sales to retail consumers. However, we have endeavoured to grow our sales to retail consumers in recent
years.
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Products sold to institutional customers

Our product portfolio sold to institutional customers comprises of dairy-based ingredients, such as skimmed milk powder,
whole milk powder, dairy creamers and butter, which are used in the production of milk and food products such as dairy
creamers, skimmed milk powder, whole milk powder, Bulk Ghee and which are used as raw material for manufacture of
biscuits and ice-cream, chocolates by our institutional customers. Institutional consumers sell the finished product under
their own brands.

Strengths

Our Strengths

e One of the largest and fast growing among private dairy product(s) companies in India.
e Logistics advantages to its processing plants are located in high milk producing states of UP, Haryana and Rajasthan

(ca. 35% of India’s milk production), while its consumption markets are predominantly located in North India (ca. 50%

of India’s total demand)
e Steady transition from a low-margin B2B model to a relative-ly higher-margin B2C model.
e  With a strong brand and marketing activities, sales will increase without any hurdle.

e The biggest strength of dealer-distributor network plays very important role in this segment.
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SUMMARY OF THE ISSUE

The following is a general summary of the terms of the Issue:

Issuer

Kwality Limited

Issue Size

[®] Equity Shares of face value of % 1/- each, aggregating X 8000.00 Lakhs.

A minimum of 10 per cent of the Issue Size i.e. at least [®] Equity Shares shall be
available for Allocation to Mutual Funds only, and the remaining [®] Equity
Shares shall be available for Allocation to all QIBs, including Mutual Funds.

In case of under-subscription in the portion available for Allocation only to
Mutual Funds, such portion or part thereof may be Allotted to other QIBs.

Issue Price

% [@] per Equity Share

Eligible Investors QIBs as defined in Regulations 2(1)(zd) of the SEBI (ICDR) Regulations. Please
see section entitled “Issue Procedure— Qualified Institutional Buyers”
Equity Shares issued and | 241354382 equity shares of 1 each.

outstanding immediately prior to
the Issue

Equity Shares issued and
outstanding immediately after the
Issue

[®] Equity Shares

Listing

The Company has made application to the Stock Exchange to obtain in-principle
approval for the listing of the Equity Shares issued pursuant to the Issue, on the
Stock Exchange

Transferability Restrictions

The Equity Shares being Allotted pursuant to this Issue shall not be sold for a
period of one year from the date of Allotment, except on the recognized Stock
Exchanges

Use of Proceeds

The net proceeds of the Issue, after deduction of fees, commissions and expenses,
are expected to total approximately X [®] Lakhs. Please see the section entitled
“Use of Proceeds” appearing on page no. 56 of this Preliminary Placement
Document.

Risk factors Please see the section entitled “Risk Factors” appearing on page no. 37 of this
Preliminary Placement Document for a discussion of risks that you should
consider before deciding whether to buy the Equity Shares.

Closing Date The Allotment of the Shares offered pursuant to this Issue is expected to be made
on or about [e].

Ranking The Equity Shares being issued shall be subject to the provisions of the

Company ‘s Memorandum and Articles of Association and shall rank pari-passu in
all respects with the existing Equity Shares including rights in respect of
dividends. The shareholders will be entitled to participate in dividends and other
corporate benefits, if any, declared by the Company after the Closing Date, in
compliance with the Companies Act. The shareholders may attend and vote in
shareholders’ meetings on the basis of one vote for every Equity Share held.
Please see the section entitled “Description of the Shares” appearing on page no.
124 of this Preliminary Placement Document.

Security Codes
Shares

for the Equity

ISIN INE775B01025
BSE Code 531882
NSE Code KWALITY
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SUMMARY OF FINANCIAL INFORMATION

SUMMARY FINANCIAL INFORMATION

Our Company publishes its financial statements in Indian Rupees. Prior to April 1, 2016, we prepared our financial
statements in accordance with the accounting principles generally accepted in India (“Indian GAAP”), prescribed by the
Institute of Chartered Accountants of India (“ICAI”), the Companies Act, 1956, the Companies Act, 2013, Accounting
Standards notified under the Companies Act and the requirements of the SEBI Listing Regulations, each as applicable.
With effect from April 1, 2016, we adopted Indian Accounting Standards (“Ind AS”) prescribed under Section 133 of the
Companies Act, 2013 read with the rules made thereunder and, accordingly, our financial statements as of and for the years
ended March 31, 2018 and March 31, 2017 have been prepared in accordance with Ind AS and the Companies Act (the
“Ind AS Audited Consolidated Financial Statements”). Our financial statements as of and for the year ended March 31,
2016 have been prepared in accordance with Indian GAAP and restated in accordance with Ind AS for comparative
information and presented in the Ind AS Audited Consolidated Financial Statements for the year ended March 31, 2017.

The financial statements for the financial years ended March 31, 2018 and March 31, 2017, prepared under Ind AS, and the
financial statements for the year ended March 31, 2016, restated in accordance with Ind AS for comparative information,
are not comparable with financial statements prepared for prior periods in accordance with Indian GAAP.

The audited financial statements as at and for the year ended March 31, 2018 have been audited by M/s MSKA &
Associates, Chartered Accountants, while the audited financial statements as at and for the years ended March 31, 2017 and
March 31, 2016 have been audited by our previous statutory auditors, M/s. P. P. Mukerjee & Associates, Chartered
Accountants.

Our Company does not quantify the impact of U.S. GAAP or International Financial Reporting Standards (“IFRS”) on the
financial data included in this Preliminary Placement Document, nor does our Company provide a reconciliation of its
financial statements to U.S. GAAP or IFRS. Each of U.S. GAAP and IFRS differ in certain significant respects from Ind
AS or Indian GAAP, as applicable. Accordingly, the degree to which the Standalone and consolidated financial statements
prepared in accordance with Ind AS or Indian GAAP included in this Preliminary Placement Document will provide
meaningful information is entirely dependent on the reader’s familiarity with the respective accounting practices. Any
reliance by persons not familiar with Indian accounting practices on the financial disclosures presented in this Preliminary
Placement Document should accordingly be limited.

There are significant differences between Ind AS, U.S. GAAP and IFRS. Our Company does not provide reconciliation of
its financial information to IFRS or U.S. GAAP. Our Company has not attempted to explain those differences or quantify
their impact on the financial data included in this Preliminary Placement Document and it is urged that you consult your
own advisors regarding such differences and their impact on our financial data. Accordingly, the degree to which the
financial information included in this Preliminary Placement Document will provide meaningful information is entirely
dependent on the reader’s level of familiarity with Indian accounting policies and practices, the Companies Act, the Ind AS.
Any reliance by persons not familiar with Indian accounting policies and practices on the financial disclosures presented in
this Preliminary Placement Document should accordingly be limited

The financial information relating to our Company herein have been converted from crore, lakh or thousands, as the case
may be, into millions and shown to the nearest two decimal places. References to “lakh” and “crore” in this Preliminary
Placement Document are to the following:

[J  One Million represents 10,00,000

(] One lakh represents 100,000 (one hundred thousand);and

(7 One crore represents 10,000,000 (ten million).

In this Preliminary Placement Document, certain monetary thresholds have been subjected to rounding adjustments;
accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the figures that precede
them.

The Financial Year of our Company commences on April 1 of each calendar year and ends on March 31 of the succeeding
calendar year. Unless otherwise stated, references in this Preliminary Placement Document to a particular year are to the
calendar year ended on December 31, and to a particular “Financial” or “Financial Year” or “FY” or “Fiscal” or “Fiscal
Year” are to the twelve month period ended on March 31 of that year.
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Summary of Statement of Profit and Loss (on a Standalone basis)

(R in Lakhs)

Particulars For the year ended | For the year | For the year ended

March 31, 2018 (Ind | ended March 31, | March 31,2016

AS) 2017 (Ind AS) (Ind AS)

(Audited) (Audited) (Audited)
(X in Lakhs) (X in Lakhs) (R in Lakhs)

Revenue:
Revenue from operations 672487.64 613126.55 565827.27
Other income 1300.95 1330.66 2941.94
Total Revenue 673788.59 614457.21 568769.21
Expenses:
(a) Cost of materials consumed 519066.04 490087.73 372393.27
(b) Purchase of stock-in-trade 66224.95 77688.71 131527.72
(c) Changes in inventories of finished goods, 11878.86 (16714.68) 12542.40
work-in-process and scrap
(d) Employee benefits expense 5794.13 378543 3582.51
(e) Finance Cost 23318.30 16990.27 14831.76
(f) Depreciation and amortization expense 12555.96 2171.39 2283.48
(g) Excise Duty 2.31 4.00 0.16
(h) Other expenses 20536.61 17073.79 11103.74
Total Expenses 659377.16 591086.64 548265.04
Profit /(Loss) before Tax 14411.43 23370.57 20504.17
Tax Expense
- Current tax 6372.62 6602.36 8106.91
- Deferred tax charge/(Credit) 927.71 338.15 (1064.45)
Total tax expenses/(credit) 7300.33 6940.51 7042.46
Net Profit/(Loss) for the period after tax 7111.10 16430.06 13461.71
Share in profit/(loss) of Associates (Net of - -
tax)
Total Profit/(Loss) 7111.10 16430.06 13461.71
Other Comprehensive income(OCI):
(a) Items that will not be reclassified to profit (34.81) (2.40) 16.91
or Loss
(b) Income Tax relating to Items that will not 12.05 0.84 -
be reclassified to profit or loss
Total other comprehensive Income (22.76) (1.56) 16.91
Total Comprehensive Income 7088.34 16428.50 13478.62
Earning per Shares of Rs. 1/- each
(a) Basic (%) 2.97 6.97 6.15
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(b) Diluted (%) 2.96 6.94 6.00
Paid-up Equity Share Capital (face value of % 2413.54 2373.56 2239.12
1 per equity share)
Other Equity 109211.24 97479.37 74066.30
Summary of Balance Sheet (on a standalone basis)
(R in Lakhs)
Particulars For the year ended For the year ended | For the year ended
March 31, 2018 (Ind March 31, 2017 March 31, 2016
AS) (Ind AS) (Ind AS)
(Audited) (Audited) (Audited)
(X in Lakhs) (R in Lakhs) (R in Lakhs)
ASSETS
Non-current assets
(a) Property, Plant and Equipment 45869.38 42981.57 6388.15
(b) Capital work-in-progress 5627.64 662.15 19406.44
(c) Intangible Assets 131.04 134.22 138.68
(d) Financial Assets
(i) Investments 1918.41 1902.75 1902.75
(i1) Loans 79.29 68.89 50.69
(iv) Other Financial Assets 139.77 264.15 72.58
(e) Deferred tax assets (net) - 822.67 2571.64
(f) Other non-current assets 13878.87 27167.44 16442.01
67644.40 74003.84 46972.94
Current assets
(a) Inventories 21013.23 31091.85 14260.64
(b) Financial Assets
(i) Trade receivables 170081.33 137347.48 141918.55
(i1) Cash and cash equivalents 6234.48 8028.29 3330.98
(iii) Other Bank balances 1853.20 632.38 2107.23
(iv) Loans 48.36 26.67 80.86
(v) Other Financial Assets 670.97 488.79 -
(c) Other current assets 51843.48 22923.78 17418.00
251745.05 200539.24 179116.26
Total assets 319389.45 274543.08 226089.20
EQUITY AND LIABILITIES
Equity
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(a) Equity share capital 2,413.54 2373.56 2239.12
(b) Other equity 1,09,211.24 97479.37 74066.30
1,11,624.78 99852.93 76305.42
Liabilities
Non-current liabilities
(a) Financial liabilities
(1) Borrowings 46,549.98 49999.61 25168.09
(ii) Other financial liabilities 350.72 1027.56 -
(iii) Other Non Current Liabilities 482.02
(b) Provisions 413.91 270.24 183.22
(c) Deferred Tax Liabilities 92.99
47,889.62 51297.41 25351.31
Current liabilities
(a) Financial liabilities
(i) Borrowings 1,04,897.40 93694.30 103286.19
(i1) Trade payables 13,029.24 9115.93 3933.59
(iii) Other financial liabilities 23,045.26 9520.39 6554.65
(b) Other current liabilities 875.07 1244.52 6142.12
(c) Provision 98.99 35.42 89.86
(d) Current tax liabilities (net) 17,929.09 9782.18 4426.06
1,59,875.05 123392.74 124432.47
Total Equity and Liabilities 3,19,389.45 274543.08 226089.20

Summary of Cash Flow Statement (on a standalone basis)

(X in Lakhs)

For the year
For the year ended ended March For the year ended
Particulars March 31,2018 31,2017 March 31,2016

CASH FLOW FROM OPERATING

ACTIVITIES

Profit before tax 14,411.43 23,370.57 20,504.17

Adjustments for:
Depreciation and amortisation expense 12,555.96 2,171.39 2,283.48
Loss/ (gain) on disposal of fixed assets
(net) 90.36 (15.85) 5.69
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payables

Interest income (80.60) (205.49) (223.37)
Unrealised foreign exchange fluctuation
(net) (172.97) 299.52 471.22
Finance costs 23,318.30 16,990.27 14,831.76
Share based payment expense 1,622.52 384.58 916.67
Provision for doubtful
advances/receivables 400.00 - -
Movement in provision for employee
benefits 172.44 237.33 83.27
Release of derivative liability redeemable
debentures (676.84) - -
Finance income on compulsorily
convertible debentures (146.79) - -
Derivative liability expense - 700.63 -
Operating profit before working
capital changes 51,493.81 43,932.95 38,872.89
Movement in working capital
Decrease/ (Increase) in non - curtent
loans (10.40) (18.55) -
Decrease/ (Increase) in current loans (21.69) - 10.96
Decrease/ (Increase) in inventories 10,078.62 (16,831.21) 12,197.22
Decrease/(Increase) in other financial
assets 124.38 1,474.85 (1,026.59)
Decrease/(Increase) in other non -
current assets (8,721.32) (5,921.82) (12,094.20)
Decrease/(Increase) in other current
assets (16,918.29) (2,932.52) (5,356.60)
Decrease/(Increase) in other current
liabilities (493.01) -
Decrease/ (Increase) in trade receivables (32,934.77) 3,833.14 (27,254.08)
(Decrease) /Increase in other financial
liabilities 128.66 296.61 (1,006.34)
(Dectease) /Increase in other liabilities - (207.70) 1,962.00
(Decrease) /Increase in trade and other
3,914.65 4,740.64 (1,180.25)
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Change in Working Capital (44,853.17) (15,566.56) (33,747.95)
Cash flow from operating activities
post working capital changes 6,640.64 28,366.39 5,124.94
Income tax paid (net) (1,096.05) (4,523.10) (4,254.40)
Net cash flow from operating
activities (A) 5,544.59 23,843.23 870.48
CASH FLOWS FROM INVESTING
ACTIVITIES
Purchase of fixed assets (Including
capital work in progress) (9662.70) (27510.93) (10172.97)
Proceeds from sale/disposal of fixed
assets 17.42 61.62 19.86
Purchase of intangible assets (22.12) (16.88) (160.40)
Purchase of current and non-current
investments (15.60) (18.20) 0.21
Movement in fixed deposits (net) (1,220.82) (191.57) 94.78
Interest received 80.60 205.49 223.37
Net cash flows used in investing
activities (B) (10,823.28) (27,470.47) (9,995.21)
CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from issue of capital (including
securities premium and share application
money) 1947.39 7,643.57 2,500.00
Proceeds from long-term borrowings
(net) 9042.88 26,796.17 14,453.65
Proceeds/ (Repayment) of short-term
borrowings (net) 11203.11 (9,591.89) 9,279.51
Finance cost paid (18,412.80) (16,239.15) (14,708.93)
Movement in retained earnings - - (608.09)
Dividend paid (including tax) (295.70) (284.15) (263.26)
Net cash flow from financing
activities (C) 3,484.88 8,324.55 10,652.88
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(Decrease)/ Increase in cash and cash

equivalents (A+B+C) (1,793.81) 4,697.31 1,528.16
Cash and cash equivalents at the
beginning of the year 8,028.29 3,330.98 1,802.82
Cash and cash equivalents at the end
of the year 6,234.48 8,028.29 3,330.98
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RISK FACTORS

An investment in Equity Shares involves a high degree of risk. You should carefully consider each of the following risk
factors together with all other information set forth in this Preliminary Placement Document before making an investment
in our Equity Shares. The risks and uncertainties described below are not the only risks that we currently face. Additional
risks and uncertainties not presently known to us or that we currently believe to be immaterial may also adversely affect
our business, prospects, results of operations, cash flows and financial condition. If any or some combination of the
following risks, or other risks that are not currently known or believed to be adverse, actually occur, our business, financial
condition and results of operations could suffer, the trading price of, and the value of your investment in, our Equity Shares
could decline and you may lose all or part of your investment. In making an investment decision with respect to this Issue,
you must rely on your own examination of our Company and the terms of this Issue, including the merits and risks involved.
To obtain a complete understanding of our Company, prospective investors should read this section in conjunction with
“Our Business”, “Industry Overview” and “Management’s Discussions and Analysis of our Financial Condition and
Results of Operations” on pages 78, 74and 64 respectively, as well as the financial, statistical and other information
contained in this Preliminary Placement Document. You should consult your tax, financial and legal advisors about the
particular consequences to you of an investment in our Equity Shares. Prospective investors should pay particular attention
to the fact that our Company is incorporated under the laws of India and is subject to a legal and regulatory environment,
which may differ in certain respects from that of other countries.

This Preliminary Placement Document also contains forward-looking statements that involve risks, assumptions, estimates
and uncertainties. Our actual results could differ materially from those anticipated in these forward-looking statements as
a result of certain factors, including the considerations described below and elsewhere in this Preliminary Placement
Document. Please refer to “Forward-Looking Statements” on page 14. Unless otherwise stated, all financial information
of our Company used in this section has been derived from the Standalone Financial Statements. Unless specified or
quantified in the relevant risk factors below, we are not in a position to quantify the financial or other implications of any
of the risks described in this section.

Risk relating to our business

1. Legal proceedings have been initiated against our Company, Promoter, and Subsidiary Company. Any adverse
developments in any or all of such litigations could adversely affect our business, reputation, financial
condition and results of operations.

We, our Promoter, and our Subsidiary are involved in various legal proceedings including criminal proceedings in the
ordinary course of our business. These legal proceedings are pending at different levels of adjudication before various
courts, tribunals, statutory and regulatory authorities/ other judicial authorities. These legal proceedings may not be decided
in our favor and we may incur significant expenses and management time in such proceedings and may have to make
provisions in our financial statements, which could increase our expenses and liabilities. If any new developments arise, for
example, rulings against us by the appellate courts or tribunals, we may face losses and may have to make provisions in our
financial statements, which could increase our expenses and our liabilities. If such claims are determined against us, there
could be a material adverse effect on our reputation, liquidity, business, financial condition and results of operations, which
could adversely affect the trading price of our Equity Shares.

For further details of the legal proceedings which materially affect our financial condition and results of operations, please
refer to “Legal Proceedings” on page 133.

2. We have high working capital requirements. If we experience insufficient cash flows to meet required payments
on our debt and working capital requirements, there may be an adverse effect on our results of operations.

Our business requires a significant amount of working capital and financing. Based on our Standalone Financial Statements
for the year ended 31* March 2018, the total fund based and non-fund based credit facilities were to the extent of Rs.
1014.05 Crores and Rs. 9.93 Crores respectively. Moreover, we may need to incur additional indebtedness in the future to
satisfy our additional working capital needs. The inability of our Company to obtain such financing, in a timely manner, on
commercially favorable terms to us, or at all may impair our business, results of operations, financial condition and
prospects.

3. Our indebtedness and the conditions and restrictions imposed by our financing agreements could adversely
affect our ability to conduct our business and operations.

As of March 31, 2018, on standalone basis, we had total borrowings (including current maturities of long-term debts) of Rs.
1698.75 Crore. In addition, we may incur additional indebtedness in the future. Our indebtedness could have several
important consequences, including but not limited to the following:
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A portion of our cash flow may be used towards repayment of our existing debt, which will reduce the availability of our
cash flow to fund working capital, capital expenditures, acquisitions and other general corporate requirements.

Our ability to obtain additional financing in the future on reasonable terms may be restricted. Any adverse fluctuations in
market interest rates may affect the cost of our borrowings, as some of our indebtedness is at variable interest rates. There
could be a material adverse effect on our business, financial condition and results of operations, if we are unable to service
our indebtedness or otherwise comply with financial and other covenants specified in the financing agreements. Some of
our financing agreements include conditions and covenants that require us to obtain lender consents, prior to carrying out
certain activities and entering into certain transactions. Failure to meet these conditions or obtain these consents could have
significant consequences on our business. Typically, we require, and may be unable to obtain lender consents to incur
additional secured debt, issue equity, change our capital structure, undertake any major expansion, change our management
structure or merge with or acquire other companies, whether or not there is any failure by us to comply with the other terms
of such agreements.

Under certain of our financing agreements, for example we are required, but may be unable to obtain lender consents for,
among others, the following matters:

e to effect any change in the capital structure;

e to declare and/ or pay dividend to shareholders;

e to undertake or permit any merger, amalgamation or compromise with our shareholders, creditors or effect any
scheme of amalgamation or reconstruction or disposal of whole of the undertaking;

e incurring major capital expenditure or incurring capital expenditure which is not in the ordinary course of
business;

e to create or permit any charges or lien, or dispose of any encumbered assets; and

e to change the ownership pattern or management.

Under certain of our financing agreements, the lenders may accelerate our loan repayments or demand immediate
repayment if we fail to maintain some of our financial parameters as per the agreements. Furthermore, our lenders may
recall certain short-term demand loans availed by us at any time.

We believe that our relationships with our lenders are satisfactory, and we have in the past obtained consents from them to
undertake various actions. Any failure to comply with the requirement to obtain a consent, or other condition or covenant
under our financing agreements that is not waived by our lenders or is not otherwise cured by us, may lead to a termination
of our credit facilities, acceleration of all amounts due under such facilities and trigger cross default provisions under
certain of our other financing agreements, and may adversely affect our ability to conduct our business and operations or
implement our business plans.

4. Our inability to accurately forecast demand for our products and manage our inventory may have an adverse
effect on our business, results of operations, financial condition and cash flows.

Our business depends on our estimate of the long term demand for our various products. If we underestimate demand or
have inadequate capacity due to which we are unable to meet the demand for our products, we may manufacture fewer
quantities of products than required, which could result in the loss of business. While we forecast the demand for our
products and accordingly plan our production volumes, any error in our forecast could result in surplus stock, which may
not be sold in a timely manner. At times when we have overestimated demand, we may have incurred costs to build
capacity or purchased more raw materials and manufactured more products than required. Further, the number of purchase
orders that our customers place with us differ from quarter to quarter, which has caused our revenues, results of operations
and cash flows to fluctuate in the past and we expect this trend to occasionally continue in the future. Our inability to
accurately forecast demand for our products and manage our inventory may have an adverse effect on our business, results
of operations, cash flows and financial condition.

5. We have not entered into agreement(s) with some of our suppliers of milk and an increase in the cost of or a
shortfall in the availability of milk could have an adverse effect on our business, results of operations and
financial condition.

Our manufacturing operations are dependent on a steady supply of a good quality raw milk, which is the primary raw
material used in our manufacturing operations. Our average daily milk procurement for the financial year 2017-18 was
around 3.5 million liters. Our supply chain comprises of procurement from third-party aggregators, as well as direct
procurement from approximately 350,000 farmers through our procurement network, located across 4700 villages in
Rajasthan, Haryana and Uttar Pradesh. We have not entered into formal arrangement(s) or contract(s) with some of the
third-party parties, aggregator(s) or the farmer(s) from whom we procure milk. Since we have no formal arrangement(s)
with some third-party aggregator(s) and milk farmer(s) and they are not contractually obligated to supply their milk to us
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and may choose to sell their milk to our competitor(s). Further, the amount of milk procured and the price at which we
procure milk, may fluctuate from time to time.

In addition, the availability and price of raw milk is subject to a number of factors beyond our control, including seasonal,
environmental factors, general health of cattle in India and changes in government policies and regulations, including those
relating to the use or ownership of agricultural land and regulating the dairy industry in general. For example, the volume
and quality of milk produced by cattle is dependent upon the quality of nourishment provided and may be adversely
affected during periods of extreme weather. Any disease or epidemic affecting the health of cattle in India, particularly
within our procurement regions, may significantly affect our ability to procure adequate amounts of raw milk.

We cannot assure you that we will always be able to meet our raw milk requirements at prices acceptable to us, or at all, or
that we will be able to pass on any increase in the cost of raw milk to our customers. Any inability on our part to procure
sufficient quantities of raw milk, on commercially acceptable terms, may lead to a decline in our production and sales
volumes and value and have an adverse effect on our business, results of operations and financial condition.

6. Any actual or alleged contamination or deterioration of our products or any negative publicity or media reports
related to our products or our raw materials could result in legal liability, damage our reputation and adversely
affect our business prospects and consequently our financial performance.

Since milk is a perishable product, we are subject to risks affecting the dairy industry, including risks posed by the
contamination/ spoilage of milk, consumer product liability claims, product tampering, product labelling errors, and other
adulteration of our products. Any actual or alleged contamination or deterioration of our products, whether deliberate or
accidental, could result in legal liability, damage to our reputation and may adversely affect our business prospects and
consequently our financial performance. The risk of contamination or deterioration exists at each stage of the production
cycle, including during the production, storage and delivery of raw materials, packaging, storage and delivery to our
customers and the storage and shelving of our products by our distributors, institutional customers and retailers until final
consumption. While we follow stringent quality control processes and quality standards at each stage of the production
cycle, there can be no assurance that our products will not be contaminated or suffer deterioration. Further, there can be no
assurance that contamination of our raw materials or products will not occur during the transportation, production,
distribution and sales processes due to reasons unknown to us or beyond our control. If our products or raw materials are
found to be spoilt, contaminated, tampered with, incorrectly labelled or reported to be associated with any such incidents,
we may be forced to recall our products from the market and we could incur criminal or civil liability for any damage
resulting from consumption of such products. We generate majority of our sales from institutional customers and if the end
products manufactured by those customers are found to be contaminated on account of our product, our customers may
return our goods, terminate their relationships with us and initiate legal proceedings against us. Any such event may have a
material adverse effect on our reputation, business, financial condition, cash flows, results of operations and prospects
could be materially and adversely affected.

7. Our Company is dependent on third party transportation for the delivery of raw materials/ finished product and
any disruption in their operations or a decrease in the quality of their services could affect our Company’s
reputation and results of operations.

Milk and dairy based food and beverage products are perishable in nature and are required to be transported in
temperature controlled vehicles to ensure their preservation. We rely on third party logistic providers, with whom we have
no formal arrangements] to transport milk to our production facilities and our finished products to institutional customers,
distributors and a large number of retail outlets. There are a limited number of such logistic providers and in the absence
of a formal arrangement, we are exposed to fluctuations in transportation costs. If the terms offered to such logistic
providers by our competitors or other companies are more favorable than those offered by us, they may decline to provide
their services to us and terminate their arrangements with us. We may also be affected by transport strikes, which may
affect our delivery schedules. If we are unable to secure alternate transport arrangements in a timely manner and at an
acceptable cost, or at all, our business, results of operations and financial condition may be adversely affected.

These transportation facilities may not be adequate to support our existing and future operations. In addition, raw materials
/ finished products may be lost or damaged in transit for various reasons including occurrence of accidents or natural
disasters. There may also be delays in delivery of products which may also affect our business and results of operation
negatively. An increase in the freight costs or unavailability of freight for transportation of our raw materials may have an
adverse effect on our business and results of operations. Further, disruptions of transportation services due to weather-
related problems, strikes, lock-outs, inadequacies in road infrastructure and port facilities, or other events could impair
ability to procure raw materials on time. Any such disruptions could materially and adversely affect our business, financial
condition and results of operations.
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8. Any disruption in our manufacturing operations or at our processing facilities may have an adverse effect on
our business, results of operations and financial condition.

We own and operate two milk processing facilities, one in Uttar Pradesh and the other in Haryana. In addition, we utilize
four milk processing facilities, one located in Rajasthan and three located in Uttar Pradesh, on a leasehold basis. Our
milk processing facilities are subject to various operating risks, including some which are beyond our control, such as the
breakdown and failure of equipment, industrial accidents, employee unrest, severe weather conditions and natural
disasters. Any significant malfunction or breakdown of our machinery may entail substantial repair and maintenance costs
and disrupt our operations. Milk, which is our primary raw material, is a perishable product, and consequently any
suspension or slowdown of our operations may adversely affect the quality of raw materials stored with us and render
them unusable.

Although we have not experienced any significant disruptions at our processing facilities in the past, we cannot assure
you that there will not be any such disruptions in our operations in the future. Our inability to effectively respond to such
events and rectify disruptions in a timely manner and at an acceptable cost, may lead to the slowdown or suspension of
our manufacturing operations, which in turn may have an adverse effect on our business, results of operations and
financial condition.

9. Our inability to expand or effectively manage our growing distribution network may have an adverse effect on
our business, results of operations and financial condition.

We have an extensive sales and distribution network, which covers around 60000 retail outlet(s), primarily spread across
State of Rajasthan, Uttar Pradesh, Haryana and the National Capital Region. We utilize modern trade channels, which
comprise super-markets and hyper-markets and general trade channels that include smaller retail stores together with
certain online platforms for our sales, and our ability to expand and grow our sales to retail consumers significantly
depends on the reach and effective management of our distribution network.

We also appoint new distributors from time to time in order to increase the penetration of our products. We cannot assure
you that we will be able to successfully identify or appoint new distributors or effectively manage our existing
distribution network. If the terms offered to such distributors by our competitors are more favorable than those offered by
us, distributors may decline to distribute our products. We may be unable to appoint replacement distributor(s) in a timely
fashion, or at all, which may reduce sales volume for our products sold and adversely affect our business, results of
operations and financial condition.

Further, our competitors may have exclusive arrangements with certain distributors, who may be unable to stock and
distribute our products, which in turn may limit our ability to expand our distribution network. While we offer our
distributors certain incentives to distribute our products we cannot assure you that we will be able to retain our
distributors. We may also face disruptions in the delivery of our products for various reasons beyond our control,
including poor handling of our products by distributors, transportation bottlenecks, natural disasters and labour issues,
which could lead to delayed or lost deliveries. If our distributors fail to distribute our products in a timely manner, or
adhere to the terms of their distribution agreements, or if our distribution agreements are terminated, our business and
results of operations may be adversely affected.

10. Our processing facilities, procurement operations and a significant portion of our distribution network are
concentrated in a few regions in India and any adverse developments affecting these regions could have an
adverse effect on our business, results of operations and financial condition.

Our six owned and leased processing facilities are located in the states of Uttar Pradesh, Haryana and Rajasthan
and our procurement network is located across in these three states. Most of our operations, including our supply
infrastructure, facilities and distribution network are currently concentrated in these regions, and any significant
social, political or economic disruption, or natural calamities or civil disruptions in these regions, or changes in
governmental policies, may require us to incur significant capital expenditure and change the way in which we
conduct business, which may have an adverse effect on our business, results of operations and financial condition.

11. The dairy products business in India is evolving rapidly and is highly competitive and an inability to compete
effectively with established and new competitors may adversely affect our growth prospects, results of
operations and financial condition.

Demand and supply dynamics are always active in perishable items. The dairy products industry in India is highly
competitive, especially the markets for pasteurized milk, skimmed milk etc. These products are experiencing rapid
development and increasing competition. We currently compete, and in the future will continue to compete, with large
players, as well as regional and local companies in each of the regions in which we operate. Further, the Indian dairy
market has historically been dominated by the unorganized sector, which comprises traditional milkmen and vendors. We
also compete with large dairy cooperatives that also procure milk from farmers in the regions where we procure milk, and
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any incentives offered by the Central or State Government to such cooperatives, could benefit such entities, which may in
turn adversely affect our business. Further, we cannot assure you that we will be able to retain our existing institutional
customers or we cannot assure you that we will be able to compete successfully in the future against our existing or
potential competitors or that our business and results of operations will not be adversely affected by increased competition.

12. We may not be able to sustain effective implementation of our business and growth strategy.

The success of our business will largely depend on our ability to effectively implement our business and growth strategy. In
the past we have generally been successful in execution of our business but there can be no assurance that we will be able
to execute our strategy on time and within the estimated budget in the future. If we are unable to implement our business
and growth strategy, this may have an adverse effect on our business, financial condition and results of operations.

13. Certain of our processing facilities are utilized by us on a leasehold basis. If we are unable to comply with the
terms of the leases, renew our agreements or enter into new agreements on favorable terms, or at all, our
business, results of operations and financial condition may be adversely affected.

We utilize four milk processing facilities, with one located in Rajasthan and three located in Uttar Pradesh, on a leasehold
basis. We cannot assure you that we will be able to fully comply with all the terms of the lease deeds which we have
entered into in relation to such processing facilities, renew such agreements or enter into new agreements in the future, on
terms favorable to us, or at all.

In the event that any lease deed for our processing facilities is terminated due to our non-compliance with its terms, or not
renewed, we will be unable to utilize such processing facilities and we may be unable to benefit from the existing capital
expenditure and investments made by us in such processing facilities. Further, we may be required to expend time and
financial resources to locate suitable land or processing facilities to set up alternate processing capacity. We may also be
unable to relocate to an alternate processing facilities in a timely manner, or at all.

In the event a lease deed is terminated prior to its tenure, or if it is not renewed, or if we are required to cease business
operations at a processing facility, for any reason whatsoever, our business, financial condition and results of operations
may be adversely affected. Further, if the vacated processing facility is leased or sold to a competitor, we may also face
increased competition in that geographic area, which could adversely affect our market share.

14. The supply of raw milk is subject to seasonal factors, and our revenues and expenditures may vary during a
financial year.

The supply of raw milk is subject to seasonal factors. Cattle generally produce more milk in temperate weather, and
extreme cold or hot weather could lead to lower than expected production. Our raw milk procurement and production is
therefore higher in the second half of the financial year during the winter months with temperate climate in our milk
procurement region. Similarly the demand for our products, particularly is higher in the second half of the financial year
and the demand for ghee is higher during festive seasons. As a result, comparisons of our sales and operating results over
different quarterly periods during the same financial year may not necessarily be meaningful and should not be relied
upon as accurate indicators of our performance.

15. If we are unable to grow our valued added products business or anticipate or respond to changing consumer
preferences in a timely and effective manner, the demand for our products may decline, which may have an
adverse effect on our business, results of operations and financial condition.

We seek to develop our research and development capabilities to distinguish ourselves from our competitors to enable us
to introduce new products and different variant of our existing products, based on consumer preferences and demand. For
example, our new milk processing facility at Haryana became operational in February, 2017 and is dedicated primarily to
the production and manufacture of value-added products and we have commenced the manufacture and sale of value-
added products such as Flavored Milk, UHT milk, Cream in tetra-packs etc.

Further, we intend to focus on health and specialty products by expanding our product portfolio to include such products.
We launched flavored milk under our ‘KDIL’s Kwality’ brand in FY 2018, which is fortified with vitamin A and vitamin
D and also launched long shelf life ambient products — TETRA pack milk, cream, lassi and butter milk. However, we
cannot assure you that our current portfolio of value added products and any new products we launch, will be accepted by
our retail consumer(s) or that we will be able to recover costs we incurred in developing such product(s) or that our new
products will be successful. If the products that we launch are not as successful as we anticipate, our business, results of
operations and financial condition may be adversely affected. In addition, although we seek to identify trends in the
industry and introduce new products, we cannot assure you that our products would gain consumer acceptance or that we
will be able to successfully compete in our existing product segments or any new product segments. If we are unable to
respond to changes in consumer preferences in a timely manner, or at all, or if our competitors respond to such changes
more effectively, our business, results of operations and financial condition may be adversely affected.
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16. If we are unable to identify consumer demand accurately it may have an adverse effect on our business, results
of operations and financial condition.

The success of our business depends upon our ability to anticipate and identify consumer demand. Our product portfolio
sold to institutional customers comprises of dairy-based ingredients, such as skimmed milk powder, whole milk powder
and dairy creamers, which are used in the production of milk and food products. Our product portfolio sold to retail
consumers comprises of branded products in the following categories: milk; milk powders; curd and buttermilk; ghee; and
value added products. While we forecast the demand for our products and accordingly plan our production volumes, any
error in our forecast could result in surplus stock, which we may not be able to sell in a timely manner. Each of our
products has a limited shelf life and if not sold prior to expiry, these products would have to be sold at a discount or
discarded, leading to losses. We cannot assure you that we will be able to sell surplus stock in a timely manner, or at all,
which in turn may adversely affect our business, results of operations and financial condition.

17. We require number of approvals, licenses, registrations and permits for our business and are required to
comply with certain rules, regulations and conditions to operate our business and failure to obtain, retain or
renew such approvals and licenses in a timely manner or to comply with the requisite rules, regulations and
conditions may adversely affect our operations.

We require several statutory and regulatory permits, licenses and approvals to operate our business, some of which our
Company has either received, applied for or is in the process of application. Many of these approvals are granted for fixed
periods of time and need renewal from time to time. While we believe that we will be able to obtain the required permits
and approvals as and when required there can be no assurance that the relevant authorities will issue any or all requisite
permits or approvals in the time frame anticipated by us, or at all. Non-renewal of the permits and licenses would adversely
affect our Company’s operations, thereby having a material adverse effect on our business, results of operations and
financial condition. Further, some of our permits, licenses and approvals are subject to several conditions and we cannot
provide any assurance that we will be able to continuously meet such conditions or be able to prove compliance with such
conditions to the statutory authorities, which may lead to the cancellation, revocation or suspension of relevant permits,
licenses or approvals. Any failure by us to apply in time, to renew, maintain or obtain the required permits, licenses or
approvals, or the cancellation, suspension or revocation of any of the permits, licenses or approvals may result in the
interruption of our operations and may have a material adverse effect on the business and financial condition. For further
details, see the chapters titled "Key Regulations and Policies" and "Government and Other Key Approvals" on pages no.
102 of this Preliminary Placement Document.

18. We do not have long term agreements with suppliers for our other raw materials and an increase in the cost of
or a shortfall in the availability of such raw materials could have an adverse effect on our business, results of
operations and financial condition.

Apart from raw milk, we require sugar, flavoring agents, spices, cultures, packaging material, stabilizers, preservatives
and other additives for our manufacturing operations. The price and availability of these raw materials depend on several
factors beyond our control, including overall economic conditions, production levels, market demand and competition for
such materials, production and transportation cost, duties and taxes and trade restrictions.

We usually do not enter into long term supply contracts with any of the raw material suppliers and typically place orders
with them in advance of our anticipated requirements. The absence of long term contracts at fixed prices expose us to
volatility in the prices of raw materials that we require and we may be unable to pass these costs onto our customers. We
also face a risk that one or more of our existing suppliers may discontinue their supplies to us, and any inability on our
part to procure raw materials from alternate suppliers in a timely fashion, or on terms acceptable us, may adversely affect
our operations. For example, we source packaging for our UHT products from Tetra Pak India Private Limited, which is a
leading food processing and packaging solutions company. Our negotiating ability with Tetra Pak India Private Limited
may be limited.

19. The growth of modern trade channels in the form of hypermarkets, supermarkets and online retailers may
adversely affect our pricing ability, which may have an adverse effect on our results of operations and financial
condition.

We also used to sell our products to retail customers through modern trade channels, which include supermarkets and
hypermarkets. India has recently witnessed the emergence of such chains and online retailers and the market penetration
of organized retail channels in India is likely to increase further. While we believe this provides us with an opportunity to
improve our supply chain efficiencies and increase the visibility of our brands, it also increases the negotiating position of
such stores. We cannot assure you that we will be able to negotiate our distribution agreements with such supermarkets
and hypermarket chains, specially our pricing or credit provisions, on terms favorable to us, or at all. Any inability to
enter into distribution agreements and on terms favorable to us, may have an adverse effect on our pricing and margins,
and consequently adversely affect our results of operations and financial condition.
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20. The credit ratings assigned for our Credit facilities(s) have recently been downgraded by Brickwork Ratings
India (P) Limited. Any such downgrade of our credit ratings could result in an increase in borrowing costs and
constrain our access to lending markets and, as a result, could negatively affect our business and financial
position.

Pursuant to a letter dated July 28, 2018, Brickwork Ratings India (P) Limited has revised the ratings assigned to our Credit
Facilities of our Company and downgraded rating from BWR A Negative (Outlook Negative) to BWR BBB Negative
(Credit watch with Negative Implications) for Fund Based credit facilities and downgraded rating from BWR A2 to BWR
A3 for Non Fund Based credit facilities. The Brickwork has also downgraded rating of redeemable NCD and assigned
rating of BWR BBB Negative (Credit watch with Negative Implications), on a review of recent developments in
connection with our Company. The above rating(s) have been placed under credit watch on account of stretched liquidity
position leading to overdrawls on account of working capital intensive business with high reliance on bank borrowings and
high repayment obligations over the medium term.

The total outstanding borrowing of our Company as on March 31, 2018 on standalone basis was X 1698.75 Crore. Any such
downgrade of our credit ratings could increase our borrowing costs, constrain our access to lending markets, and affect the
ability of our Company to raise funds, which could consequently, negatively affect our business and financial position. In
addition, downgrades of our credit ratings could increase the possibility of additional terms and conditions in our financing
agreements including increase in the cost of borrowing, being added to any additional financing or refinancing
arrangements in the future. Any such development could adversely affect our business and financial position.

21. Our Promoter and Directors may have interest in our Company, other than remuneration or reimbursement of
expenses incurred.

Our Promoter and Directors may be deemed to be interested to the extent of the Equity Shares held by them, or their
relatives or our Group Entities, and benefits deriving from their directorship and shareholding in our Company. Our
Promoter are interested in the transactions entered into between our Company and themselves as well as between our
Company and our Group Entities. For further details, see the chapters titled "Our Business" and "Our Promoters and
Promoter Group", beginning on page nos. 78 and 90 respectively and "Related Party Transactions" on page no. 142 under
the chapter titled "Financial Statements" beginning on page no. 142 of the Preliminary Placement Document.

22. Our business depends on protection of our intellectual property in our product range. Our ability to compete
effectively will be impaired if we are unable to protect our intellectual property rights.

We believe that our intellectual property is an important asset of our Company. Our intellectual property includes
trademarks associated with our business. We use various trademarks and word marks associated with our business
including our logo appearing on the cover page of this Preliminary Placement Document. Moreover, Our Company uses
Trademarks i.e. “KDIL’s KWALITY” “Dairy Best”, “Kream Kountry”, “Meera Premium”, “Dairy Best Wake Up”,
“LivLite” and out of which KDIL’s Kwality, Kream Kountry and Meera Premium have been registered in the name of
Kwality Limited and Dairy Best, Dairy Best Wake Up and LivLite trademark registered in the name of Pashupati Dairies
(P) Limited. Our Company has entered in to franchise agreement with Pashupati Dairies (P) Limited for use of Trademarks
registered in the name of Pashupati Dairies (P) Limited. However, at times, we may not be able to renew our franchise
agreement and to detect any unauthorized use or take appropriate and timely steps to enforce or protect our intellectual
property. Our efforts to protect our intellectual property may not be adequate and may lead to erosion of our business value
and our operations could be adversely affected.

23. Stringent food safety, consumer goods, health and safety laws and regulations may result in increased liabilities
and increased capital expenditures.

Our operations are subject to stringent health and safety laws as our products are for human consumption and are therefore
subject to various industry specific regulations. We may also be subject to additional regulatory requirements due to
changes in governmental policies. Further, we may also incur additional costs and liabilities related to compliance with
these laws and regulations that are an inherent part of our business. We are subject to various central, state and local food
safety, consumer goods, health and safety and other laws and regulations. These laws and regulations are increasingly
becoming stringent and may in the future create substantial compliance or remediation liabilities and costs. These laws may
impose liability for non-compliance, regardless of fault. Other laws may require us to investigate and remediate
contamination at our facilities and production processes. While we intend to comply with applicable regulatory
requirements, it is possible that such compliance may prove restrictive, costly and onerous and an inability to comply with
such regulatory requirement may attract penalty. For details see, “Government and Other Approvals” beginning on page
102 of this PPD.

24. Our Promoter and members of the Promoter Group will continue jointly to retain majority control over our
Company after the Issue, which will allow them to determine the outcome of matters submitted to shareholders
for approval.
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Post this Issue, our Promoter and Promoter Group will collectively own [®]% of our equity share capital. As a result, our
Promoter, together with the members of the Promoter Group, will continue to exercise a significant degree of influence
over Company and will be able to control the outcome of any proposal that can be approved by a majority shareholder vote,
including, the election of members to our Board, in accordance with the Companies Act, 2013 and our Articles of
Association. Such a concentration of ownership may also have the effect of delaying, preventing or deterring a change in
control of our Company. In addition, our Promoter will continue to have the ability to cause us to take actions that are not
in, or may conflict with, our interests or the interests other shareholders, and we cannot assure you that such actions will not
have an adverse effect on our future financial performance or the price of our Equity Shares.

25. We have in the past entered into related party transactions and shall continue to do so in the future.

Our Company has entered into various related party transactions with our Promoters, members of the Promoter Group,
Directors, and Group Companies. While we believe that all such transactions are conducted on an arms-length basis, there
can be no assurance that we could not have achieved more favourable terms had such transactions not been entered into
with related parties. Furthermore, it is likely that we will enter into related party transactions in future. There can be no
assurance that such transactions, individually or in aggregate, will not have an adverse effect on our financial condition and
results of operations. For details of transactions entered by us, see chapter titled "Related Party Transactions" in financial
statement.

26. Debt facilities availed by our Company have been secured on personal guarantees of our Promoters. Our
business, financial condition, results of operations, cash flows and prospects may be adversely affected in case
of withdrawal of any personal guarantees or securities of the collateral provided by our Promoters.

Our Promoter, Mr. Sanjay Dhingra has provided personal guarantees to secure existing borrowings which are still
continuing and are in force as on the date of filing this Preliminary Placement Document. We may continue to provide such
guarantees and other security post listing. In case of a default under our loan agreements, any of the personal guarantees
provided by our Promoter Director may be invoked which could negatively impact the Company and the said Promoter
Director. Also, we may face certain impediments in taking decisions in relation to our Company, which in turn would result
in a material adverse effect on our financial condition, business, results of operations and prospects and would negatively
impact our reputation. We may also not be successful in procuring alternate guarantees/ alternate security satisfactory to the
lenders, as a result may need to repay outstanding amounts under such facilities or seek additional sources of capital, which
could affect our financial condition and cash flows.

The Andhra Bank Limited vide its letter dated August 17, 2018 and Karur Vysya Bank Limited vide its letter dated August
29, 2018 have already invoked personal guarantee given by the Promoter Mr. Sanjay Dhingra with respect to credit
facilities availed by our company in view of default made by company while making payment of overdue amount.

Further, one of the lender namely IDBI Bank Limited, DIFC Branch Dubai, vide its letter dated August 04, 2018, have also
invoked personal guarantee given by our Company and our promoter Mr. Sanjay Dhingra with respect to credit facilities
availed by our subsidiary M/s Kwality Dairy Products FZE, Dubai.

27. If we are unable to establish and maintain an effective internal controls and compliance system, our business
and reputation could be materially and adversely affected.

We take steps to establish and maintain compliance and disclosure procedures, systems and controls, and to maintain
internal controls over financial reporting in order to produce reliable financial reports and prevent financial fraud. However,
internal controls over financial reporting must be reviewed on an ongoing basis as risks evolve, and the processes to
maintain such internal controls involve human diligence and compliance and are subject to lapses in judgment and
breakdowns resulting from human error. To the extent that there are lapses in judgment or breakdowns resulting from
human error, the accuracy of our financial reporting could be affected which may adversely affect our business and
financial position of our company.

28. The shortage or non-availability of power and water supply may adversely affect the production process and
storage of our product and our performance.

Our business processes requires power and water, mainly uninterrupted. Even though we have an operating history of more
than a decade; and have been able to manage uninterrupted supply of power and water by installing our own diesel
generators and tube wells and reverse osmosis system within our production facilities in addition to the routine sources of
power and water. Any changes in government policies or local power and water shortages could adversely affect our
production facility and ultimately our operations or financial condition may be adversely affected.

29. We could be harmed by employee misconduct or errors that are difficult to detect and any such incidences
could adversely affect our financial condition, results of operations and reputation.
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Employee misconduct or errors could expose us to business risks or losses, including termination of our contracts,
regulatory sanctions and serious harm to our reputation. There can be no assurance that we will be able to detect or deter
such misconduct. Moreover, the precautions we take to prevent and detect such activity may not be effective in all cases.
Our employees and agents may also commit errors that could subject us to claims and proceedings for alleged negligence,
as well as regulatory actions on account of which our business, financial condition, results of operations and goodwill could
be adversely affected.

30. Our results of operations could be adversely affected by strikes, work stoppages or increased wage demands by
our employees or any other kind of disputes with our employees.

Our business activities require skilled and unskilled labour. Non-availability of labour at any time or any disputes with
them may affect our production schedule and timely delivery of our products to customers which may adversely affect our
business and result of operations. We are unable to assure you that we will not experience disruptions to our operations due
to disputes or other problems with our work force, which may lead to strikes, lock- outs or increased wage demands. Such
issues could have adverse effect on our business, and results of operations.

31. Our lenders have a charge over our movable and immoveable properties in respect of finance availed by us.

Our total debt obligations payable on account of term loan, vehicle loan and cash credit facilities availed by our Company
from Banks on the basis of Standalone Financial Statement as on March 31, 2018 is Rs. 1698.75 Crore. The said loans/cash
credit facilities have been secured, inter-alia, by creating a charge over our moveable and immoveable properties. In the
event we default in repayment of the loans / facilities availed by us and any interest thereof, our properties may be forfeited
by lenders, which in turn could have significant adverse effect on our business, financial condition and results of
operations. For further details, see chapter titled "Financial Indebtedness" beginning on page 88 of this PPD.

However, our three Consortium lender members namely Andhra Bank Limited vide its letter dated August 17, 2018, Bank
of Baroda Limited vide its letter dated August 03, 2018 and Corporation Bank Limited vide its letter dated 31% August
2018 served a demand notice under Section 13(2) of The SARFAESI Act, 2002 for enforcement of security notice and
stated that the bank(s) will revoke the charge created against Company’s Assets with respect to credit facilities availed from
the bank in view of defaults committed by the Company for payment of interest. The bank also given sixty days time to the
Company from the date of their letter to make the payment as stated above and the Company is in the process of filling of
reply to the above said notice(s). The company has also received demand notice under Section 13(2) of The SARFAESI
Act, 2002 for enforcement of security notice from Karur Vysya Bank Limited vide its letter dated August 30, 2018 and
demanded that the Company pay the entire overdue amount within Sixty (60) days from the date of aforesaid notice and the
company is in the process of filling of reply to the above said notice.

32. Our Company had negative cash flows from our operating activities, investing activities and financing activities
in some of the previous year(s) as per the Standalone Financial Statements and the same are summarized as
under:

Our Company had negative cash flow from our operating activities, investing activities and financing activities in some of
the previous year(s) as per the Audited Standalone Financial Statements and the same are summarized as under:

(R in Lakhs)

Particulars 2015-16 2016-17 2017-18
Net Cash (used) in operating 870.49 16050.32 5544.59
activities
Net Cash (used) in investing (9995.21) (19677.57) (10823.28)
activities
Net Cash (used) in financing 10652.88 8324.56 3484.88
activities
Net Cash and Cash equivalents 1528.16 4697.31 (1793.81)

Cash flow of a company is a key indicator to show the extent of cash generated from operations to meet capital
expenditure, pay dividends, repay loans and make new investments without raising finance from external resources. If we
are not able to generate sufficient cash flow in future, it may adversely affect our business and financial operations.
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33. Our Company has contingent liabilities which if materializes may adversely affect the financial position of the
Company.

As on March 31, 2018 our Company has certain contingent liabilities amounting to Rupees 253.72 Crore. The said
contingent liabilities if materializes may adversely affect the financial position of our Company. The details of Contingent

Liabilities are as under:

Summary of contingent liabilities and commitments (7o the extent not provided for.

Particulars 31 March 2018
Contingent liabilities Amt. in INR (in Lakhs)
1. Milk cess disputed by the company relating to issue of applicability of 3,714.98

the act namely Haryana Murrah Buffalo & Other Milch Animal
Breed(Prevention & Development of Animal Husbandry & Dairy
Development Sector) Act, against which the company has preferred an
SLP against the order of Punjab & Haryana High Court before Hon'ble
Supreme Court of India. A liability of Cess principal amounting INR
421.84 lakhs from which a sum of INR 212.96 lakhs (previous year INR
187.65 lakhs) deposited under protest and a sum of INR 3293.15 lakhs
on account of interest liability raised by Semen Bank officer, of Haryana
Livestock Development Board for which the matter is already before
Hon'ble Supreme Court.

2. A civil recovery suit has been filed by S.M. Milkose Limited 156.97
regarding dispute in supply of material which is disputed by the Co. & is
pending before The Hon'ble High Court of Delhi.

3. Appeal under Food Safety Act, 2006 , Kwality Limited and others 0.50
versus Food Safety officer, Sh. Chander Veer Singh Jadon, Kota,

Rajasthan

4. ADM Bulandshahr had decided a matter under Food Safety Act, 2006 4.00

read with Regulations 2011 and imposed a penalty of Rs. 4,00,000/- on
the Company. The Compnay had preferred and appeal against the order
before FSSAI Appellate Authority, Meerut and the Appellate Court had
stayed the impugned order subject to deposit of 50% of the penalty

amount.

2.00
5. The said case pertains to FSSAI case by ADM Surajpur Court ,
Before, ASDM, Surajpur, Gautam Budh Nagar (U.P)
6. DEPB Credit matter in CESTAT, Mumbai Nava Shavah 69.44
7. Contingent liabilities on account of sales tax matters 488.67
8. Contingent Liability for Bank Guarantee 441.37
9. Contingent Liability under EPCG License -
10. Corporate Guarantee given on behalf of wholly owned subsidiary for 20,488.89

loan taken by subsidiary (Being one of the condition from lender bank
hence no separate benefit drawn hence fair value is estimated as nil)
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34. Our Statutory Auditors in Audit Report of Fiscal 2018 have included certain emphasis of matters, in our
Audited Financial Statements.

Our Statutory Auditors have made certain observations and have included matters of emphasis in the financial statement for
the fiscal 2018 with respect to certain Tax Matter, foreign currency receivable and payable etc as under:

a) The matter with respect to the delay in payment of direct taxes amounting to INR 17929.09 Lakh (includes income
tax payable for earlier years) as per requirement of Income Tax Act, 1961.

b) The matter with respect to foreign currency receivables and payable outstanding over the respective time limit
prescribed under FEMA Act, 1999.

¢) The matter with respect to proceedings initiated under section 132 of the Income Tax Act, 1961 on the company
and some directors
For detailed information please refer Notes to financial statement for the year ended March 31, 2018.

35. Our trading operations through our overseas subsidiary expose us certain risks including the volatile nature of
international pricing for dairy products and foreign exchange risks.

In addition to our domestic sales, we export dairy products to approximately 25 countries across the continents of Asia and
Far East Country(s). Our wholly-owned subsidiary, Kwality Dairy Products, FZE located in Dubai in the United Arab
Emirates is engaged in the international trade of a variety of milk-based products.

Our trading operations expose us to the volatile nature of international pricing for dairy and dairy based products such as
milk powder and food additive, which may adversely affect our results of operations. We are also exposed to fluctuations in
exchange rates between US dollar and the Indian Rupee, due to revenues from our export trading operations being
denominated in currencies other than Indian Rupees. Any losses on account of fluctuations in international pricing of dairy
products or foreign exchange fluctuations may adversely affect our results of operations.

36. Our ability to invest in our overseas subsidiary, or acquire new businesses overseas, may be constrained by
Indian and foreign laws, which could adversely affect our growth strategy and business prospects.

We currently have a Subsidiary incorporated in Dubai, United Arab Emirates. Under Indian foreign investment laws, an
Indian company is permitted to invest in, or provide financial commitment to overseas joint ventures or wholly owned
Subsidiary, not exceeding 400% of the Indian company’s net worth as at the date of its last audited balance sheet (subject to
certain exceptions), and any financial commitment exceeding USD 1.00 billion (or its equivalent) in a financial year will
require prior approval of the RBI. This limitation also applies to any other form of financial commitment by the Indian
company, including in terms of any loan, guarantee or counter guarantee issued by such Indian company. Further, there
may be limitations stipulated in the host country for foreign investment.

Investment or financial commitment not complying with the stipulated requirements is permitted with prior approval of the
RBI. Additionally, there are also further requirements specified under the Companies Act and Indian Foreign Exchange
Laws in relation to any acquisition that we propose to undertake in the future. These limitations on overseas direct
investment could constrain our ability to acquire overseas entities as well as to provide other forms of financial assistance
or support to such entities, which may adversely affect our growth strategy and business prospects.

37. In addition to the employees on our rolls, we also engage contract labour which requires us to comply with the
applicable regulations, the non-compliance of which, may subject us to penalties which may have adverse
financial implications.

We appoint contractors who in turn engage on-site contract labour for performance of our low skill operations. Any
contravention under the Contract Labour (Regulation and Abolition Act), 1970 is punishable with imprisonment for a term
which may extend to three months, or with fine which may extend to one thousand rupees, or with both and in the case of a
continuing contravention with an additional fine which may extend to one hundred rupees for every day during which such
contravention continues after conviction for the first such contravention. We have applied to the Government of Uttar
Pradesh for certificate of registration under the Contract Labour (Regulation and Abolition) Act 1970 and the same is
pending for approval. If we fail to obtain or renew the contract labour registration in a timely manner, we may be exposed
to penalties which may adversely affect our business. For further information pertaining to the application made under the
Contract Labour (Regulation and Abolition) Act 1970, please refer to our chapter titled "Government and Other Approvals"
beginning on page 102 of this PPD.
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38. Third party industry and statistical data in this Preliminary Placement Document may be incomplete, incorrect
or unreliable.

Neither Lead Manager nor we have independently verified the data obtained from the official and industry publications and
other sources referred in this Preliminary Placement Document and therefore, while we believe them to be true, there can
be no assurance that they are complete or reliable. Such data may also be produced on different bases from those used in
the industry publications we have referenced. The discussion of matters relating to India, its economy and our industry in
this Preliminary Placement Document are subject to the caveat that the statistical and other data upon which such
discussions are based may be incomplete or unreliable. Industry sources and publications are also prepared based on
information as of specific dates and may no longer be current or reflect current trends. Industry sources and publications
may also base their information on estimates, projections, forecasts and assumptions that may prove to be incorrect. While
industry sources take due care and caution while preparing their reports, they do not guarantee the accuracy, adequacy or
completeness of the data or report and do not take responsibility for any errors or omissions or for the results obtained from
using their data or report. Accordingly, investors should not place undue reliance on, or base their investment decision on
this information, see chapter titled "Industry Overview" beginning on page 74 of this Preliminary Placement Document.

39. The purposes for which the proceeds of the Issue are to be utilized have not been appraised by any bank or
financial institution. In the event of any upward revision in the estimates, our proposed expenditure would
increase which could adversely affect our results of operations, profitability and our ability to effectively
implement our business plans.

We intend to use the proceeds that we receive from the Issue for the purposes described in section "Use of Proceeds"
beginning on page 56 of the PPD. The estimated project cost has not been appraised by any bank or financial institution.
The fund requirements are based on management estimates and on current market conditions. In view of the competitive
nature of our industry, we may have to revise our management estimates from time to time and consequently our funding
requirements may also change. This may result in the rescheduling of our expenditure programmes or increase in our
proposed expenditure for our objects and which may adversely affect our results of operations profitability and our ability
to effectively implement our business plans. Further, the utilization of the proceeds from the Issue will be monitored by our
Board and is not subject to any monitoring by any independent agency.

40. Our Company has not made any alternate arrangements for meeting our fund requirements for the 'Objects of
the Issue. Further, we have not identified any alternate source of financing the 'Objects of the Issue'. Any
shortfall in raising / meeting the same could adversely affect business, operations and financial condition.

As on date, we have not made any alternate arrangements for meeting our fund requirement as disclosed in the section titled
'Use of Proceeds’. We meet our fund requirements through our bank finance, owned funds and internal accruals. Any
shortfall in our net owned funds, internal accruals and our inability to raise debt in future would result in us being unable to
meet our fund requirements, which in turn will negatively affect our financial condition and results of operations. Further,
we have not identified any alternate source of funding and hence any failure or delay on our part to raise money from this
Issue or any shortfall in the Issue proceeds may delay the implementation schedule and could adversely affect the growth
plans. For further details, see chapter titled "Use of Proceeds" beginning on page 56 of the PPD.

41. Our Promoter has pledged their Equity Shares as additional/collateral security under agreements with various
lender(s) in connection with various credit facilities obtained by our Company. In the event of any default
under the relevant agreements, the lenders may enforce aforementioned pledges, which could result in a
change in control of our Company and may also have an adverse impact of the market price of our Equity
Shares.

As on 24™ August, 2018, an aggregate of 92461397 Equity Shares held by our Promoter, representing 38.31% of the paid-
up equity share capital of our Company and out of which 84736000 equity shares representing 91.64% of the aggregate
holding of Equity Shares by our Promoter, are pledged with banks and financial institutions. The following table provides
the details of Equity shares pledged by our Promoter with banks and financial institutions as on date:

S. | NAME OF PARTY AGAINST WHOM SHARES NO OF SHARES % OF TOTAL PAID UP
N | WERE PLEDGED PLEDGED CAPITAL

1 | IFCI Limited 4424000 1.83

2 | IDBI Bank Limited 2200000 0.91

3 | Union Bank of India 3500000 1.45

4 | Mahindra & Mabhindra Financial Services Itd 900000 0.37

5 | IL&FS Trust Company Limited 54455000 22.56
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SICOM Limited 1257000 0.52

Others 18000000 7.46

TOTAL 84736000 35.10

In the event of any default under the relevant agreements with such banks and financial institutions, the lenders may
enforce aforementioned pledges, which could result in a change in control of our Company.

42. We have substantial existing debt and may incur additional debt, which could adversely affect our ability to
obtain additional financing in the future, on attractive terms, or at all. This in turn would adversely impact our
operations and profitability.

As on March 31, 2018, the amount of our total standalone borrowings was ¥ 1698.75 Crore. Our business requires also high
amount of working capital. We may incur additional indebtedness in the future. Our ability to meet our debt service
obligations and our ability to repay our outstanding borrowings will depend primarily upon the cash flow produced by our
businesses. We cannot assure you that we will generate sufficient revenue from our businesses to service existing or
proposed borrowings. If we fail to meet our debt service obligations, our lenders could declare us to be in default under the
terms of our borrowings and may accelerate the maturity of our obligations. We cannot assure you that, in the event of any
such acceleration, we would have sufficient resources to repay these borrowings. If our cash flow and capital resources are
insufficient to fund our debt service obligations, we may be forced to seek additional equity capital, or restructure our debt.
In the future, our cash flow and capital resources may not be sufficient for interest or principal payments on our
indebtedness, and any remedial measures may not be successful and therefore may not permit us to meet our scheduled
debt service obligations.

We are exposed to interest rate risk. Any such increase in interest expense may have an adverse effect on our business,
prospects, financial condition and results of operation. Furthermore, if we decide to enter into agreements to hedge our
interest rate risk, there can be no assurance that we will be able to do so on commercially viable terms, that our
counterparties will perform their obligations, or that such agreements, if entered into, will protect us fully against our
interest rate risk. Such instances could adversely affect our business operations, cash flows and financial condition.

43. As of March 31, 2018, our Company has loans repayable on demand amounting to ¥ 1023.97 Crore on a
standalone basis, which may be recalled by lenders at any time. In such event, we may have to raise funds to
refinance these obligations.

As of March 31, 2018, our Company had secured working capital facilities from banks for an amount of X 1023.97 Crore
on a standalone basis, which may be recalled by lenders at any time. Such loans have customarily been used in India to
finance working capital requirements of businesses. In such event, we may have to raise funds to refinance these
obligations. This requirement to refinance loans on short notice may have a material and adverse effect on our business
operations and financial condition.

44. Our Company’s success depends largely upon its highly-skilled professionals and its ability to attract and retain
these professionals. If our Company is unable to attract and retain professionals and skilled workers, its
business and results of operations may be adversely affected.

Our Company’s ability to successfully conduct business operations and implement growth strategies depends largely on its
ability to attract, train, motivate and retain highly-skilled professionals, particularly project managers and engineers, and
other skilled workers. If our Company cannot hire and retain skilled personnel, its ability continue to expand its business
will be impaired, and consequently its revenues could decline. Further, our Company may not be able to re-deploy and
retrain its professionals to keep pace with continuing changes in technology, evolving standards and changing needs of its
clients. In addition, a significant increase in the wages paid by competing employers could result in increased attrition
among our Company’s skilled workforce, increases in the wage rates that it pays or both. As a result of the growth in the
dairy industry in India and the expected future growth, the demand for highly- skilled professionals and workers has
significantly increased in recent years, and if our Company is unable to attract and retain professionals and skilled workers,
its business and results of operations may be adversely affected.

45. Our Company depends on the knowledge and experience of our Promoter and Key Management Personnel for
our growth. The loss of their service(s) may have a material adverse effect on our business, financial condition
and results of operations.

Our Company depends on the management skills and guidance of our Promoter, Mr. Sanjay Dhingra and Our Management
Team, for development of business strategies, monitoring its successful implementation and meeting future challenges. Our
Key Management Personnel collectively have several years of experience in managing our various businesses and are
difficult to replace. In the event, we are unable to attract and retain managerial personnel or our Key Management
Personnel join our competitors, our ability to conduct efficient business operations may be impaired.
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Further, we do not have any Keyman Insurance Policy. The loss of the services of such personnel or any of our Promoter
and our inability to hire and retain additional qualified personnel may have an adverse effect on our business, financial
condition and results of operations.

46. No independent third party verification has been carried out with regard to the compliance with, all of the
provisions, of all of the loan facilities, as availed of by our Company. Our Company believes that, save as
disclosed herein, they are in compliance with the same, and our Company has sought to have the same
confirmed from the relevant lenders.

Our Company has not been in compliance with all of the provisions of the loan facilities as availed of by our Company.

While our management cannot assure you that our Company will have at all times complied with every statutory and
regulatory requirement, they are not aware of any lapse in such compliance, which could have a material adverse effect on
the operations and/or profitability of our Company, and which has not been disclosed herein.

47. Our inability to maintain adequate insurance coverage could adversely affect our operations and profitability.

Our Company is involved in dairy business, any failures can result in substantial injury or damage to third parties.
Furthermore, our operations are subject to inherent risks, such as burglary and break-ins, defects, malfunctions and failures
of equipment, fire and natural disasters. Our insurance may not be adequate to completely cover any or all our liabilities.
Further, there is no assurance that the insurance premiums payable by us will be commercially justifiable. Our inability to
procure and/or maintain adequate insurance cover in connection with our business/ assets may adversely affect our
operations and profitability.

48. The information relating to the capacity and capacity utilization of our manufacturing facilities included in this
Preliminary Placement Document has not been independently verified by an expert.

Information relating to the historical capacity of our production facilities included in this Preliminary Placement
Document is based on various assumptions and estimates, including proposed operations, assumptions relating to
availability and quality of raw materials and assumptions relating to potential utilization levels and operational
efficiencies. Actual production levels and rates may differ significantly from the estimated production capacities or
historical estimated capacity information of our facilities. Undue reliance should therefore not be placed on our historical
capacity information for our existing facilities included in this Preliminary Placement Document. The accuracy of such
information has not been independently verified by any expert, or the Book Running Lead Manager or its affiliates.
Accordingly, investors should not place undue reliance on such data as a basis for making an investment in our Equity
Shares.

49. We face foreign exchange risks that could adversely affect our results of operations and cash flows.

A portion of our total revenues is denominated in currencies other than Indian Rupees. Although we closely follow our
exposure to foreign currencies and selectively enter into hedging transactions in an attempt to reduce the risks of currency
fluctuations, these activities are not always sufficient to protect us against incurring potential losses if currencies fluctuate
significantly. In addition, the policies of the Reserve Bank of India (“RBI”) may also change from time to time, which may
limit our ability to effectively hedge our foreign currency exposures and may have an adverse effect on our results of
operations and cash flows. Any such losses on account of foreign exchange fluctuations may adversely affect our results of
operations and cash flows.

50. Our Company have not complied with in past with respect to certain provisions of the SEBI (Listing
Obligations and Disclosure Requirements) Regulations 2015.

Our company have not complied with provisions of Regulation 29(1) of SEBI (Listing Obligations and Disclosure
Requirements) Regulations 2015, which states that an advance notice of board meeting should be sent to the stock
exchange at least 02 (two) working days in advance, wherein any fund raising activities is to be consider by the Board of
Directors. The company in its notice of Board meeting dated July 29, 2017 with respect to Board Meeting held on August
11,2017, in which fund raising activities were considered, have not included item with respect to fund raising activities in
its notice of Board Meeting. However, the company have given the details of fund raising activities in its outcome sent to
the stock exchange on August 11, 2017.

The company has also not complied with provision of Regulation 33(3) SEBI (Listing Obligations and Disclosure
Requirements) Regulations 2015 with respect to declaration of quarterly results for the quarter ended June 30, 2018.

For the above said non-compliances there may be a financial penalty to the company and also trading of the company may
be suspended in line with provisions of SEBI Act read with Securities Contract (Regulation) Act 1956, and Listing

Agreement etc.
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51. SEBI also levied a penalty for non-compliance against the promoter in past three years

SEBI had levied a penalty against Mr. Sanjay Dhingra, Our Promoter for non- compliance with the provisions of SEBI
(SAST) Regulations, 2011 and SEBI (Prohibition of Insider Trading) Regulations 2015 for non-filing of disclosures
required to be filed under said Regulation(s) and amount of penalty has been remitted to SEBI in order to settle the charges.

Risks Relating to India

52. The occurrence of natural or man-made disasters could adversely affect our results of operations, cash flows
and financial condition. Hostilities, terrorist attacks, civil unrest and other acts of violence could adversely
affect the financial markets and our business.

The occurrence of natural disasters, including cyclones, storms, floods, earthquakes, tsunamis, tornadoes, fires, explosions,
pandemic disease and man-made disasters, including acts of terrorism and military actions, could adversely affect our
results of operations, cash flows or financial condition. Terrorist attacks and other acts of violence or war may adversely
affect the Indian securities markets. In addition, any deterioration in international relations, especially between India and its
neighboring countries, may result in investor concern regarding regional stability which could adversely affect the price of
the Equity Shares.

In addition, India has witnessed local civil disturbances in recent years and it is possible that future civil unrest as well as
other adverse social, economic or political events in India could have an adverse effect on our business. Such incidents
could also create a greater perception that investment in Indian companies involves a higher degree of risk and could have
an adverse effect on our business and the market price of the Equity Shares.

53. Political instability or changes in the Government in India or in the Government of the states where we operate
could cause us significant adverse effects.

The central Government has traditionally exercised, and continues to exercise, a significant influence over many aspects of
the economy. Further, our business is also impacted by regulation and conditions in the various states in India where we
operate. Our business, and the market price and liquidity of our Equity Shares may be affected by interest rates, changes in
central or state Government policies, taxation and other political, economic or other developments in or affecting India.
Since 1991, successive central Governments have pursued policies of economic liberalisation and financial sector reforms.
Any slowdown in these demand drivers or change in Government policies may adversely impact our business and
operations. Generally a significant adverse change in the central Government’s policies could adversely affect our business,
financial condition and results of operations and could cause the trading price of our Equity Shares to decline.

54. If there is a change in policies related to tax, duties or other such levies applicable to us, it may affect our
results of operations.

New or revised accounting policies or policies related to tax, duties or other such levies promulgated from time to time by
relevant tax authorities may adversely affect our results of operations. We cannot assure you as to what action current or
future Governments will implement regarding tax incentives or excise duty benefits. Moreover, any Government policies
restricting the allotment of land in areas where we intend to establish facilities could adversely affect our plans to expand
our manufacturing facilities. We may not be able to comply with the obligations and stipulations that would allow us to
avail ourselves of such benefits or concessions, and consequently, we may lose such benefits and concessions.

55. Changing laws, rules and regulations and legal uncertainties, including adverse application of tax laws, may
adversely affect our business, prospects and results of operations.

The regulatory and policy environment in which we operate is evolving and subject to change. Such changes may adversely
affect our business, results of operations and prospects, to the extent that we are unable to suitably respond to and comply
with any such changes in applicable law and policy. For example, the Government of India implemented a comprehensive
national goods and services tax (“GST”) regime with effect from July 1, 2017 that combines multiple taxes and levies by
the Central and State Governments into a unified tax structure.

Further, the Union Budget presented in the Indian Parliament on February 1, 2018, introduced a number of amendments to
the existing direct and indirect tax regime which includes the withdrawal of long term capital gains exemptions on equity
shares, long term capital gains applicability in the hands of Foreign Institutional Investors and applicability of dividend
distribution tax for certain transactions with shareholders, among others. Prospective investors should consult their own tax
advisors in relation to the consequences of investing in the Equity Shares. Unfavorable changes in or interpretations of
existing, or the promulgation of new, laws, rules and regulations including foreign investment laws governing our business,
operations and group structure could result in us being deemed to be in contravention of such laws and may require us to
apply for additional approvals. We may incur increased costs and other burdens relating to compliance with such new
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requirements, which may also require significant management time and other resources, and any failure to comply may
adversely affect our business, results of operations and prospects. Uncertainty in the applicability, interpretation or
implementation of any amendment to, or change in, governing law, regulation or policy, including by reason of an absence,
or a limited body, of administrative or judicial precedent may be time consuming as well as costly for us to resolve and may
impact the viability of our current businesses or restrict our ability to grow our businesses in the future.

56. We may be affected by competition law in India and any adverse application or interpretation of the
Competition Act could adversely affect our business.

The Competition Act regulates practices having an appreciable adverse effect on competition in the relevant market in
India. Under the Competition Act, any formal or informal arrangement, understanding or action in concert, which causes or
is likely to cause an appreciable adverse effect on competition is considered void and results in the imposition of substantial
monetary penalties. Further, any agreement among competitors which directly or indirectly involves the determination of
purchase or sale prices, limits or controls production, supply, markets, technical development, investment or provision of
services, shares the market or source of production or provision of services by way of allocation of geographical area, type
of products or number of customers in the relevant market is presumed to have an appreciable adverse effect on
competition. The Competition Act also prohibits abuse of a dominant position by any enterprise.

The Competition Act aims to, among others, prohibit all agreements and transactions which may have an appreciable
adverse effect on competition in India. Consequently, all agreements entered into by us could be within the purview of the
Competition Act. Further, the CCI has extra-territorial powers and can investigate any agreements, abusive conduct or
combination occurring outside India if such agreement, conduct or combination has an appreciable adverse effect on
competition in India. However, we cannot predict the impact of the provisions of the Competition Act on the agreements
entered into by us at this stage. We are not currently party to any outstanding proceedings, nor have we received notice in
relation to non-compliance with the Competition Act or the agreements entered into by us. However, if we are affected,
directly or indirectly, by the application or interpretation of any provision of the Competition Act, or any enforcement
proceedings initiated by the CCI, or any adverse publicity that may be generated due to scrutiny or prosecution by the CCI
or if any prohibition or substantial penalties are levied under the Competition Act, it would adversely affect our business,
results of operations and prospects.

57. It may not be possible for you to enforce any judgment obtained outside India against us, our management or
any of our respective affiliates in India, except by way of a suit in India on such judgment.

We are incorporated under the laws of India and substantially all our Directors and executive officers reside in India. A
substantial majority of our assets, and the assets of our Directors and officers, are also located in India. As a result, you may
be unable to:

o cffect service of process outside of India upon us and such other persons or entities; or
e enforce in courts outside of India judgments obtained in such courts against us and such other persons or entities.
For further details, see “Enforcement of Civil Liabilities” on page 15.

58. A third party could be prevented from acquiring control of us because of anti-takeover provisions under Indian
law.

There are provisions in Indian law that may delay, deter or prevent a future takeover or change in control of our Company.
Under the Takeover Regulations, an acquirer has been defined as any person who, directly or indirectly, acquires or agrees
to acquire shares or voting rights or control over a company, whether individually or acting in concert with others.
Although these provisions have been formulated to ensure that interests of investors/shareholders are protected, these
provisions may also discourage a third party from attempting to take control of our Company. Consequently, even if a
potential takeover of our Company would result in the purchase of the Equity Shares at a premium to their market price or
would otherwise be beneficial to our Shareholders, such a takeover may not be attempted or consummated because of
Takeover Regulations.

59. Significant differences could exist between IND AS and other accounting principles, such as Indian GAAP,
U.S. GAAP and IFRS, which may affect investors’ assessments of our financial condition.

The Financial Statements included in this Preliminary Placement Document have been prepared in accordance with IND
AS. The impact of the application of Indian GAAP, U.S. GAAP or IFRS on such financial information included in this
Preliminary Placement Document has not been quantified and the Audited Financial Statements have been prepared
without reconciliation to any other body of accounting principles. Each of Indian GAAP, U.S. GAAP and IFRS differs in
significant respects from Ind AS. Accordingly, the degree to which the Audited Financial Statements included in this
Preliminary Placement Document will provide meaningful information is dependent on the reader’s level of familiarity
with the relevant accounting practices. Any reliance by persons not familiar with such accounting practices on the financial
disclosures presented in this Preliminary Placement Document should accordingly be limited.
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60. You may be subject to Indian taxes arising out of capital gains on the sale of Equity Shares.

Under current Indian tax laws, capital gains arising from the sale of equity shares in an Indian company are generally
taxable in India. Any gain realized on the sale of listed equity shares on a stock exchange held for more than 12 months will
not be subject to capital gains tax in India if STT is paid on the sale transaction and additionally, as stipulated by the
Finance Act, 2017, STT had been paid at the time of acquisition of such equity shares, except in the case of such
acquisitions where STT could not have been paid, as notified by the Gol under notification no. 43/2017/F. No.
370142/09/2017-TPL on June 5, 2017. However, Finance Bill, 2018, proposes to tax such long term capital gains
exceeding X 100,000 arising from sale of Equity Shares on or after April 1, 2018. Accordingly, you may be subject to
payment of long term capital gains tax in India, in addition to payment of STT, on the sale of any Equity Shares held for
more than 12 months. STT will be levied on and collected by a domestic stock exchange on which the Equity Shares are
sold.

Further, any gain realized on the sale of listed equity shares held for a period of 12 months or less will be subject to short-
term capital gains tax in India. Capital gains arising from the sale of the Equity Shares may be partially exempt or exempt
from taxation in India in cases where such exemption is provided under a treaty between India and the country of which the
seller is resident. Generally, Indian tax treaties do not limit India’s ability to impose tax on capital gains. As a result,
residents of other countries may be liable for tax in India as well as in their own jurisdiction on a gain upon the
sale of the Equity Shares

61. Any downgrading of India's debt rating by an international rating agency could adversely affect our business
and the price of our Equity Shares.

Any adverse revisions to India's credit ratings for domestic and international debt by international rating agencies may
adversely affect our business, our future financial performance, our shareholders' funds and the price of our Equity Shares.

62. Investors may have difficulty enforcing foreign judgments against us or our management.

We are a limited liability company incorporated under the laws of India. All our directors and executive officers are
residents of India and all of our assets and such persons are located in India. As a result, it may not be possible for investors
to effect service of process upon us or such persons outside of India, or to enforce judgments obtained against such parties
outside of India.

Recognition and enforcement of foreign judgments is provided for under Section 13 of the Code of Civil Procedure, 1908
(“CPC”) on a statutory basis. Section 13 of the CPC provides that foreign judgments shall be conclusive regarding any
matter directly adjudicated upon, except: (i) where the judgment has not been pronounced by a court of competent
jurisdiction; (ii) where the judgment has not been given on the merits of the case; (iii) where it appears on the face of the
proceedings that the judgment is founded on an incorrect view of international law or a refusal to recognize the law of India
in cases to which such law is applicable; (iv) where the proceedings in which the judgment was obtained were opposed to
natural justice; (v) where the judgment has been obtained by fraud; and (vi) where the judgment sustains a claim founded
on a breach of any law then in force in India. Under the CPC, a court in India shall, upon the production of any document
purporting to be a certified copy of a foreign judgment, presume that the judgment was pronounced by a court of competent
jurisdiction, unless the contrary appears on record.

However, under the CPC, such presumption may be displaced by proving that the court did not have jurisdiction. India is
not a party to any international treaty in relation to the recognition or enforcement of foreign judgments. Section 44A of the
CPC provides that where a foreign judgment has been rendered by a superior court, within the meaning of that Section, in
any country or territory outside of India which the Central Government has by notification declared to be in a reciprocating
territory, it may be enforced in India by proceedings in execution as if the judgment had been rendered by the relevant court
in India. However, Section 44A of the CPC is applicable only to monetary decrees not being of the same nature as amounts
payable in respect of taxes, other charges of a like nature or of a fine or other penalties.

The United States and India do not currently have a treaty providing for reciprocal recognition and enforcement of
judgments, other than arbitration awards, in civil and commercial matters. Therefore, a final judgment for the payment of
money rendered by any federal or state court in the United States on civil liability, whether or not predicated solely upon
the federal securities laws of the United States, would not be enforceable in India. However, the party in whose favour such
final judgment is rendered may bring a new suit in a competent court in India based on a final judgment that has been
obtained in the United States. The suit must be brought in India within three years from the date of the judgment in the
same manner as any other suit filed to enforce a civil liability in India.
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It is unlikely that a court in India would award damages on the same basis as a foreign court if an action was brought in
India. Furthermore, it is unlikely that an Indian court would enforce a foreign judgment if that court were of the view that
the amount of damages awarded was excessive or inconsistent with public policy or Indian practice. It is uncertain as to
whether an Indian court would enforce foreign judgments that would contravene or violate Indian law. However, a party
seeking to enforce a foreign judgment in India is required to obtain approval from the RBI under the FEMA to execute such
a judgment or to repatriate any amount recovered.

Risks Relating to the Equity Shares and this Issue

63. The trading price of our Equity Shares may be subject to volatility and you may not be able to sell your Equity
Shares at or above the Issue Price.

The trading price of our Equity Shares may fluctuate after this Issue due to a variety of factors, including our results of
operations and the performance of our business, competitive conditions, general economic, political and social factors, the
performance of the Indian and global economy and significant developments in India’s fiscal regime, volatility in the
Indian and global securities market, performance of our competitors, changes in the estimates of our performance or
recommendations by financial analysts and announcements by us or others regarding contracts, acquisitions, strategic
partnerships, joint ventures, or capital commitments. In addition, if the stock markets in general experience a loss of
investor confidence, the trading price of our Equity Shares could decline for reasons unrelated to our business, financial
condition or operating results. The trading price of our Equity Shares might also decline in reaction to events that affect
other companies in our industry even if these events do not directly affect us. Each of these factors, among others, could
adversely affect the price of our Equity Shares.

64. Fluctuations in the exchange rate between the Rupee and the U.S. dollar could have an adverse effect on the
value of our Equity Shares, independent of our operating results.

Our Equity Shares are quoted in Rupees on the Stock Exchanges. Any dividends in respect of our Equity Shares will be
paid in Rupees and subsequently converted into U.S. dollars for repatriation. Any adverse movement in exchange rates
during the time it takes to undertake such conversion may reduce the net dividend to investors. In addition, any adverse
movement in exchange rates during a delay in repatriating the proceeds from a sale of Equity Shares outside India, for
example, because of a delay in regulatory approvals that may be required for the sale of Equity Shares, may reduce the net
proceeds received by shareholders. The exchange rate between the Rupee and the U.S. dollar has changed substantially in
the last two decades and could fluctuate substantially in the future, which may have an adverse effect on the value of our
Equity Shares and returns from our Equity Shares, independent of our operating results.

65. There is no guarantee that our Equity Shares will be listed, or continue to be listed, on the Indian stock
exchanges in a timely manner, or at all, and prospective investors will not be able to immediately sell their
Equity Shares on a Stock Exchange.

In accordance with Indian law and practice, final approval for listing and trading of our Equity Shares will not be applied
for or granted until after our Equity Shares have been issued and allotted. Such approval will require the submission of all
other relevant documents authorizing the issuance of our Equity Shares. Accordingly, there could be a failure or delay in
listing our Equity Shares on the NSE and BSE, which would adversely affect your ability to sell our Equity Shares.

66. Foreign investors are subject to foreign investment restrictions under Indian law that limits our ability to
attract foreign investors, which may adversely affect the trading price of our Equity Shares.

Under the foreign exchange regulations currently in force in India, transfers of shares between non-residents and residents
are freely permitted (subject to certain exceptions) if they comply with the requirements specified by the RBI. If the transfer
of shares is not in compliance with such requirements or falls under any of the specified exceptions, then prior approval of
the RBI or the FIPB will be required. In addition, shareholders who seek to convert the Rupee proceeds from a sale of
shares in India into foreign currency and repatriate that foreign currency from India will require a no-objection or tax
clearance certificate from the income tax authority. Additionally, the Indian government may impose foreign exchange
restrictions in certain emergency situations, including situations where there are sudden fluctuations in interest rates or
exchange rates, where the Indian government experiences extreme difficulty in stabilizing the balance of payments or
where there are substantial disturbances in the financial and capital markets in India. These restrictions may require foreign
investors to obtain the Indian government’s approval before acquiring Indian securities or repatriating the interest or
dividends from those securities or the proceeds from the sale of those securities. There can be no assurance that any
approval required from the RBI or any other government agency can be obtained on any particular terms or at all.
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67. There are restrictions on daily movements in the price of the Equity Shares, which may adversely affect a
shareholder’s ability to sell, or the price at which it can sell, Equity Shares at a particular point in time.

The Equity Shares will be subject to a daily circuit breaker imposed on listed companies by all stock exchanges in India,
which does not allow transactions beyond certain volatility in the price of the Equity Shares. This circuit breaker operates
independently of the index-based market-wide circuit breakers generally imposed by SEBI on Indian stock exchanges. The
percentage limit on the Equity Shares’ circuit breaker will be set by the stock exchanges based on historical volatility in the
price and trading volume of the Equity Shares. The stock exchanges are not required to inform us of the percentage limit of
the circuit breaker and they may change the limit without our knowledge. This circuit breaker would effectively limit the
upward and downward movements in the price of the Equity Shares. As a result of this circuit breaker, there can be no
assurance regarding the ability of shareholders to sell Equity Shares or the price at which shareholders may be able to sell
their Equity Shares.

68. Any future issuance of Equity Shares by us or sales of our Equity Shares by any of our significant shareholders
may adversely affect the trading price of our Equity Shares.

Any future issuance of our Equity Shares by us could dilute your shareholding. Any such future issuance of our Equity
Shares or sales of our Equity Shares by any of our significant shareholders may also adversely affect the trading price of
our Equity Shares, and could impact our ability to raise capital through an offering of our securities. We cannot assure you
that we will not issue further Equity Shares or that the shareholders will not dispose of, pledge or otherwise encumber their
Equity Shares. In addition, any perception by investors that such issuances or sales might occur could also affect the trading
price of our Equity Shares.

69. An investor will not be able to sell any of our Equity Shares purchased in the Issue other than on a recognized
Indian stock exchange for a period of 12 months from the date of issue of such Equity Shares.

Pursuant to the SEBI Regulations, for a period of 12 months from the date of the issue of our Equity Shares in the Issue,
investors purchasing our Equity Shares in the Issue may only sell their Equity Shares on the NSE or the BSE and may not
enter into any off-market trading in respect of their Equity Shares. We cannot be certain that these restrictions will not have
an impact on the price of our Equity Shares.

70. Applicants to the Issue are not allowed to withdraw their Bids after the Bid/Issue Closing Date.

In terms of the SEBI ICDR Regulations, applicants in the Issue are not allowed to withdraw their Bids after the Bid/Issue
Closing Date. The Allotment of Equity Shares in this Issue and the credit of such Equity Shares to the applicant’s demat
account with its depository participant could take approximately seven days and up to 10 days from the Bid/Issue Closing
Date. There is no assurance, however, that material adverse changes in the international or national monetary, financial,
political or economic conditions or other events in the nature of force majeure, material adverse changes in our business,
results of operation or financial condition, or other events affecting the applicant’s decision to invest in the Equity Shares,
would not arise between the Bid/Issue Closing Date and the date of Allotment of Equity Shares in the Issue. Occurrence of
any such events after the Bid/Issue Closing Date could also impact the market price of the Equity Shares. The applicants
shall not have the right to withdraw their Bids in the event of any such occurrence without the prior approval of SEBI. We
may complete the Allotment of the Equity Shares even if such events may limit the applicants’ ability to sell the Equity
Shares after the Issue or cause the trading price of the Equity Shares to decline.

71. Investors will be subject to market risks until the Equity Shares credited to the investor’s demat account
are listed and permitted to trade.

Investors can start trading the Equity Shares allotted to them only after they have been credited to an investor’s demat
account, are listed and permitted to trade. Since our Equity Shares are currently traded on the BSE and the NSE, investors
will be subject to market risk from the date they pay for the Equity Shares to the date when trading approval is granted for
the same. Further, there can be no assurance that the Equity Shares allocated to an investor will be credited to the investor’s
demat account or that trading in the Equity Shares will commence in a timely manner.

72. There is no guarantee that the Equity Shares issued pursuant to this Issue will be listed on the BSE and the
NSE in a timely manner, or at all.

In accordance with Indian law and practice, permission for listing and trading of the Equity Shares issued pursuant to this
Issue will not be granted until after the Equity Shares have been issued and allotted. Approval for listing 64 and trading will
require all relevant documents authorizing the issuing of Equity Shares to be submitted. There could be a failure or delay in
listing the Equity Shares on the BSE and the NSE. Any failure or delay in obtaining the approval would restrict an
investor’s ability to dispose of the Equity Shares
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USE OF PROCEEDS

The total proceeds of the Issue will be ¥ 8000.00 Lakhs. After deducting the Issue expenses of approximately X [®] Lakhs,
the net proceeds of the Issue will be approximately X [®] Lakhs.

Subject to compliance with applicable laws and regulations, our Company intends to use the Net Proceeds primarily
towards meeting working capital requirements and general corporate purposes and for such other purposes as may be
permitted by applicable laws.

The Net Proceeds are not proposed to be utilized towards any specific project. Accordingly, the disclosure requirements
under the SEBI Regulations with respect to: (i) break-up cost of the project, (ii) means of financing such project, and (iii)
proposed deployment status of the proceeds at each stage of the project, are not applicable.

In accordance with the decision of our Board, the management of the Company will have flexibility in deploying the net
proceeds from the Issue. Pending utilization of proceeds of the Issue as described above, the Company intends to
temporarily invest funds in creditworthy instruments, including money market, mutual funds and fixed deposits. Any
modification or change in the investment policy would be at the discretion of the Board from time to time and in
accordance with applicable laws.
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CAPITALISATION STATEMENT

The following table sets forth the Company’s capitalization and total debt on a basis as of 31* March, 2018 and as adjusted
to give effect to the Issue. This table should be read in conjunction with the Financial Statements and the related notes,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” appearing on page no. 64 of
this Preliminary Placement Document and other financial information contained in the section on “Financial Statements of
the Company” appearing on page no. 142 of this Preliminary Placement Document.

Particulars Pre Issue Post Issue
(as at March 31, 2018)

(Rs. in Lakhs)

Borrowings

Short term debt:

Secured 102397.40 [e]
Unsecured 2500.00 [e]
Total Short Term Debt (I) 104897.40

Current Maturities of Long term debt 18427.75

an

Long- term debt:

Secured 28680.09 [o]
Unsecured 17869.89 [o]
Total Long Term Debt (I1I) 46549.98

Total Borrowings (I+II+III) A 169875.13 [e]
Shareholders’ funds:

Share capital 2413.54 [o]
Other Equity 109211.24 [e]
Share warrants Nil [e]
Total Shareholder's fund excluding 111624.78 [e]
debt funds (B)

Total capitalization (A+B) 281499.91 [e]
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MARKET PRICE INFORMATION AND OTHER INFORMATION CONCERNING THE EQUITY SHARES
As on the date of this Preliminary Placement Document, the Company’s issued & subscribed share capital is 2413.54 Lakhs
divided into 2413.54 equity shares of X 1 each. The Company’s paid-up share capital is 2413.54 Lakhs divided into 2413.54
equity shares of X 1 each.
On September 11, 2018, the closing price of the Equity Shares on BSE & NSE was % 21.95 & 22.05 per equity share. Since
the Equity Shares are available for trading on BSE and NSE, the market price and other information for each of BSE and
NSE has been given separately.

The table set forth below provides the high and low prices of the Equity Shares and also the volume of trading activity for
the specified periods.

Equity Share Price Information
A. Equity Share Price Information for last three Financial year

The following tables set forth the reported high, low, average market prices and the trading volumes of the Equity Shares
on the Stock Exchanges on the dates on which such high and low prices were recorded and the total trading volumes for the

Financial Years ended March 31, 2018, March 31, 2017 and March 31, 2016:

BSE
Financial | High %) Date of | Volume on | Volume on | Low () Date of Volume Volume | Average
Year High date of date of High Low on date of | on date of | Price*
High (No. | (Rin Lakhs) Low (No. | Low R in ®
of Shares) of Shares) | Lakhs)
2017-18 162.80 April 7, 437432 71578113 60.35 March 28, | 3130721 | 19036847 | 120.53
2017 2018 0
2016-17 165.50 March 7, 529004 87092026 104.45 | August 1, 173250 | 18101344 | 128.21
2017 2016
2015-16 147.60 January 1, 710455 105279108 38.90 April 27, 52841 2062958 83.94
2016 2015
(Source: www.bseindia.com)
*Average of closing price
NSE
Financial | High <}) Date of Volume Volume on Low () | Dateof | Volume Volume Average
Year High on date of | date of High Low on date | on date of | Price*
High (No. | (% in Lakhs) of Low | Low (Rin ®
of Shares) (No. of Lakhs)
Shares)
2017-18 162.90 April 7, 2534593 | 414804545.55 59.05 March | 17353004 | 104409495 | 120.53
2017 28,2018 9.85
2016-17 165.30 March 7, 2803251 | 461028731.12 | 104.65 | Augustl, | 597990 | 62647481. 128.23
2017 2016 45
2015-16 147.60 December | 3048772 444675229.9 38.75 April 27, | 2437882 | 9549624.5 83.95
24,2015 2015 5

(Source: www.nseindia.com)
*Average of closing price

Notes:

1. High, low and average price for the year are based on the daily closing prices.
2. In case of two days with the same high or low price, the date with the higher volume has been chosen.
3. In the case of a year, average price for the year represents the average of the closing prices on each day of each year.
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B. Equity Share Price Information for preceding six months

The following tables set forth the reported high, low, average market prices and the trading volumes of the Equity Shares
on the Stock Exchanges on the dates on which such high and low prices were recorded and the total trading volumes during
each of the last six months:

BSE
Month High Date of Volume Volume ontJ Low Date of Volume | Volumeon | Average
® High on date | date of Hig ® Low on date | date of Low Price*
of High (In%) of Low (Ing%) ®
(No. of (No. of
Shares) Shares)
August, 28.45 | August 24, | 1874720 5099934 13.75 | AugustO01, | 165242 2272077 20.59
2018 2018 2018
23.90 July 02, 1015526 | 23307621 10.95 July 27, 2155136 25550539 15.93
July, 2018 2018 2018
46.05 June 01, 318694 13801789 | 21.15 | June 29, 7389147 161311507 29.24
June, 2018
2018 2018
May, 52.95 May 07, 426560 22057948 | 45.00 | May 31, 452325 20484855 47.84
2018 2018 2018
April, 61.85 April 16, 800283 48913415 | 48.65 | April 27, 513177 25503368 55.22
2018 2018 2018
March, 99.90 | March 14, | 1028617 | 102822145 | 60.35 | March 28, | 3130721 190368470 85.57
2018 2018 2018
(Source: www.bseindia.com)
*Average of closing price
NSE
Month High Date of Volume | Volumeon| Low Date of Volume| Volumeon | Averag
(Q3) High on date | date of High| (%) Low on date | date of Low e
of High (In%) of Low (In%) Price*
(No. of (No. of (]
Shares) Shares)
August, 27.85 August | 6328265 | 169146862.9| 13.75 August 151832 2087690 20.46
2018 24,2018 0 01,2018
July, 2018 | 23.90 July 02, | 3968003 | 86586637.50| 11.00 July 27, | 9122430| 107355785.20 | 15.91
2018 2018
June, 2018 | 46.15 June 01, | 3016879 | 130877666.5| 21.25 June 29, | 23392415 519301215 29.29
2018 0 2018
May, 2018 | 52.95 May 07, | 4643919 239230272 | 44.95 May 29, | 3167901 | 145991773.80 | 47.92
2018 2018
April, 61.90 April 16, | 7700993 47034799 48.45 April 27, | 3504401 | 174217518.25 | 55.14
2018 2018 2018
March, 99.95 | March 14, | 7733094 77530231 59.05 | March 28, | 17353004(1044094959.85| 85.36
2018 2018 2018

(Source: www.nseindia.com)
*Average of closing price

Notes:

1. High, low and average price for the year are based on the daily closing prices.
2. In case of two days with the same high or low price, the date with the higher volume has been chosen.
3. In the case of a year, average price for the year represents the average of the closing prices on each day of each year.
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C. The following table sets forth the market price of our Equity Shares on the BSE & NSE on August 14, 2017, the first
working day following the Board meeting dated August 11, 2017 approving the Issue:

BSE
. Traded Volume (No. Turnover
Date Open High Low Close of Shares) @ in Lakhs)
14.08.2017 139.90 144.65 131.00 136.55 246275 342.51
(Source: www.bseindia.com)
NSE
. Traded Volume (No. Turnover
Date Open High Low Close ) @ in Lakhs)
14.08.2017 133.35 145.10 133.35 136.75 2303286 3210.29

(Source: www.nseindia.com)

D. Details of the volume of business transacted during the last six months on the BSE:

Total Volume of Securities

Total value of Securities Traded (R

Month Traded (No. of Shares) in Lakh)
August, 2018 20743680 4081.77

July, 2018 29772913 4819.74

June, 2018 39522134 11242.567

May 2018 8273222 3993 42

April 2018 28552566 16193.12

March 2018 16737257 13852.18

Total 143601772 54182.80

(Source: www.bseindia.com)

E. Details of the volume of business transacted during the last six months on the NSE:

Total Volume of Securities

Total value of Securities Traded (R

Month Traded (No. of Shares) in Lakh)
August, 2018 60135938 11949.87
July, 2018 116711481 18391.82
June, 2018 130778904 36948.15
May, 2018 69709048 33847.74
April, 2018 199277220 112315.63
March, 2018 77012301 63717.14
Total 653624892 277170.35

(Source: www.nseindia.com)
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Capital Structure

The share capital of our Company as at the date of this Placement Document is set forth below:

(R in Lakhs)
Particulars Aggregate Value at
face value
A | AUTHORIZED SHARE CAPITAL
100,00,00,000 Equity Shares of X 1/- each 10,000.00
B ISSUED, SUBSCRIBED AND PAID-UP CAPITAL BEFORE THE ISSUE
24.13,54,382 Equity Shares of % 1/- each 2413.54
C PRESENT ISSUE IN TERMS OF THIS PLACEMENT DOCUMENT®
Upto [e] Equity Shares of X 1/- each 2413.54
D | PAID-UP CAPITAL AFTER THE ISSUE?®
[e] Equity Shares of % 1/- each [*]
E SECURITIES PREMIUM ACCOUNT
Before the Issue (as on March 31, 2018)* 22516.39
After the Issue** [*]

*4s per audited Balance sheet on March 31, 2018

**The present Issue has been authorized by the Board vide their resolutions dated August 11, 2017 and by the Shareholders vide a special resolution at the AGM held on September 29, 2017.

History of Equity Share Capital our Company

The history of the Equity Share capital of our Company is set forth below:

No. of Equity | No. of Equity Face value Issue price
Date of Allotment Shares Shares per Equity per Equity Cofsoi;zlr:tfion
Allotted (Cumulative) Share (Rs.) | Share (Rs.)
August 21, 1992 40,000 40,000 10.00 10.00 ;‘:;‘z:s;ﬁ
August 11, 1993 1,90,000 230,000 10.00 10.00 Cash
July 22, 1994 5,00,000 7.30,000 10.00 10.00 Other than Cash
July 22, 1994 7,08,000 14,38,000 10.00 10.00 Cash
January 24, 1995 8,62,000 23.00,000 10.00 10.00 Cash
July 10, 1995 39,00,000 62.00,000 10.00 10.00 Cash
November 10, 1997 30,00,000 92,00,000 10.00 10.00 Cash
November 6, 1998 40,00,000 1,32,00,000 10.00 10.00 Cash
June 14, 2002 50,00,000 1,82,00,000 10.00 10.00 Other than Cash
December 11, 2009 18,20,00,000 18,20,00,000 1.00 - Subdivision
June 17, 2010 2,11,86,434 20,31,86,434 1.00 1.00 Bonus Issue
January 24, 2015 1,55,44,041 21,87,30,475 1.00 48.25 Other than Cash
March 12,2016 51,81,347 22,39,11,822 1.00 48.25 Cash
April 09, 2016 1,03,62,694 23,42,74,516 1.00 48.25 Cash
August 22,2016 18,10,938 23,60,85,454 1.00 110.44 Cash
November 21, 2016 7,53,100 23,68,38,554 1.00 38.00 Cash
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No. of Equity | No. of Equity Face value Issue price Form of
Date of Allotment Shares Shares per Equity per Equity Consideration
Allotted (Cumulative) Share (Rs.) Share (Rs.)

January 23,2017 5,17,000 23,73,55,554 1.00 38.00 Cash
April 07,2017 4,88,000 23,78,44,454 1.00 38.00 Cash
June 29, 2017 45,000 23,78,89,454 1.00 38.00 Cash

August 16,2017 69,400 23,79,58,854 1.00 38.00 Cash

December 20, 2017 10,700 23,79,69,554 1.00 38.00 Cash
February 19, 2018 33,84,828 24,13,54,382 1.00 115.22 Cash

Our Company has not made any allotment of Equity Shares for consideration other than cash in the one year immediately
preceding the date of filing of the Preliminary Placement Document.

Employee Stock Purchase Scheme/ Employee Stock Option Plan

ESOP 2014

Pursuant to a Board resolution dated May 30, 2014, and a Shareholders’ resolution dated July 7, 2014, our Company has
adopted the ESOP 2014. Under the ESOP 2014, the Board is authorized to create, offer and grant from time to time up to
9,500,000 options to the permanent employees, existing and future, of the Company, exercisable into 9,500,000 Equity
Shares, in one or more trances, and in such manner as the Board may decide in accordance with applicable law. Further,
under the ESOP 2014, the Board is authorized to create, offer and grant from time to time up to 500,000 options to the
permanent employees, existing and future, of the existing and future Subsidiary of the Company, exercisable into 500,000
Equity Shares, in one or more trances, and in such manner as the Board may decide in accordance with applicable law.

The options granted shall vest so long as an employee continues to be in the employment of the Company or the subsidiary
company. The Nomination and Remuneration Committee may, at its discretion, lay down certain performance metrics on
the achievement of which such options would vest, the detailed terms and conditions relating to such performance-based
vesting, and the proportion in which options granted would vest subject to the minimum vesting period of 1 year. Options
granted under ESOP 2014 would vest subject to maximum period of six (6) years from the date of grant of such options.
The Board is authorized to re-grant such lapsed / cancelled options as per the provisions of ESOP 2014. The vested options
shall be eligible for exercise on and from the date of vesting. The vested options need to be exercised within a maximum
period of five (5) years from the date of vesting of such options. Vested options that have lapsed due to non-exercise and/or
unvested options that get cancelled due to resignation of the employees or otherwise, would be available for being re-
granted at a future date.

Details of ESOP 2014
Sr. No Particulars Number of Equity Shares/Option
1 Total Number of Options Granted as on March 31, | 47,66,000
2018
2 Total Number of Options Outstanding 52,34,000
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DIVIDENDS

The declaration and payment of dividends, if any, will be recommended by our Board and approved by the shareholders of
our Company, in their discretion, subject to the provisions of our Articles and the Companies Act, 2013. The
recommendation, declaration and payment of dividends will depend on a number of factors, including but not limited to our
Company’s profits, capital requirements and overall financial condition. The Board may also from time to time pay interim
dividends. The table below sets out the details of the dividends declared by our Company on its Equity Shares during the
last three financial years:

Financial Year Face Value per Shares Dividend per Equity Shares Total amount of Dividend
(in) (in%) (in %) (R in Lakhs)
2016-17 1 0.10 10 237.96
2015-16 1 0.10 10 236.09
2014-15 1 0.10 10 218.73

The amounts paid as dividends in the past are not necessarily indicative of the dividend policy of our Company or dividend
amounts, if any, in the future. There is no guarantee that any dividends will be declared or paid or that the amount thereof
will not be decreased in the future. Dividends are payable within 30 days of approval by the Shareholders in an AGM. The
Articles grant discretion to the Board to declare and pay interim dividends as appear to it to be justified by the profits of our
Company.

For a summary of certain consequences under Indian taxation law of dividend distributions to shareholders, see “Taxation-
Statement of Tax Benefits” on page 129.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Indian Economy Overview

The Indian economy is growing strongly and remains a bright spot in the global landscape. The decline of global oil prices
has boosted economic activity in India, further improved the external current account and financial positions, and helped
lower inflation. In addition, continued Financial consolidation by reducing government deficits and an anti-inflationary
monetary policy stance, have helped cement macroeconomic stability.

The government has made significant progress on important economic reforms, which will support strong and sustainable
growth going forward. In particular, the implementation of the goods and services tax, which has been in the making for
over a decade, will help raise India’s medium-term growth, as it will enhance the efficiency of production and movement of
goods and services across Indian states.

India’s economy grew by 7.1% in Financial 2016-17, as compared to the growth rate of 8% in FY 2015- 16. Inflation, both
Wholesale Price Index (WPI) and Consumer Price Index (CPI), remained under control throughout FY 2016-17. The CPI
inflation declined significantly from a high of 9.9% in FY 2012-13 to 4.5% in FY 2016-17. India also witnessed record
food grain production in FY 2016-17 owing to a good rainfall during monsoon.

India’s overall outlook remains positive, although growth slowed temporarily as a result of disruptions in consumption and
business activity from the recent withdrawal of high-denomination banknotes from circulation. The year was marked by a
variety of institutional reforms such as the implementation of the Insolvency and Bankruptcy Code, creation of Monetary
Policy Committee, redesigning of the FRBM framework, passage of GST, and the policy thrust towards a less-cash formal
economy.

Foreign direct investment inflows also hit an all-time high of USD 60.1 billion in FY 2016-17 owing to the government’s
initiative to ease rules to lure global conglomerates to set up shop across several sectors. In the last three years, the
government has eased 87 FDI rules across 21 sectors to accelerate economic growth and boost jobs.

Further, shrugging off the impact of the note ban in November and December on purchasing power, the updated series of
factory output showed a sharp growth. IIP grew by 5% during the Financial as against 3.4% in FY 2015-16.

The Indian Meteorological Department (IMD) has forecasted that this year monsoon would be ‘Normal’ or around 96% of
Long Period Average (LPA) with an error of + 5% and with a fair distribution of rainfall across major parts of country. If
the forecast holds, it will boost rural demand and also alleviate rural distress.

India has positioned itself as the most dynamic emerging economy and is expected to remain the fastest growing on the
back of robust private consumption and significant domestic reforms gradually being implemented by the government.

Management Discussion & Analysis

Dairy Industry Overview

Dairy sector contributes 27% to the agriculture GDP of India and involve over 70 mn rural households in dairying. The
Indian dairy industry, presently valued at around X 6 lakh crore. The overall industry is estimated to record 14.8% CAGR,
over FY2015-20, to reach % 9 lakh crore, underpinned by a growth in volume and realization. India is the world’s largest
milk producer and consumer, accounting for 18% of the world’s milk production and 21% for global consumption

MILK PRODUCTION

The country’s milk production stood at 155.5 MT in FY 2015-16. The Agriculture Ministry has targeted to achieve 163.74
MT of milk production in FY 2016-17. During the monsoon season (July- October) of FY 2016-17, production grew by
4.38% to 54.50 MT from 52.21 MT in the same period of the previous year.

Over 40% of the milk production is retained by producers (farmers) for household consumption and 41% share is with the
unorganised segment. Only 19% is procured, processed and sold through by organised dairies currently.
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The organised dairy sector is gradually enhancing its share in the overall dairy sector. It has improved its share from 17% in
2010 to the present level of 22%, and going ahead, it is expected to garner a 26.2% share by 2020 in the overall dairy
industry.

Led by improving demographics, increasing urbanisation, change in consumers’ dietary patterns and an observed shift
towards packaged food, the organised dairy sector is estimated to grow nearly 2.5x, from an industry size of ¥ 97,000 crore
to over X 2,40,000 crore, by 2020.

SECTORAL ATTRACTIVENESS

Dairy sector in India is one of the largest revenue and employment-generating segment within the food sector. More
recently, the dairy sector has been witnessing unprecedented interests globally. The large untapped domestic market
opportunity deep distribution penetration, evolving role of modern retail and India’s strong position with the largest raw
milk pool, are growing the attractiveness of the sector. The following realities also make India one of the fastest growing
milk markets.

Milk has remained an essential component of household budget in India. Urban households spend 16% of their food
expenditure on milk and milk products. In the given scenario of rising incomes of the health-conscious middle class, the
rural and urban spending on milk and milk products is increasing consistently.

India’s per capita dairy consumption stands at 96 litres a day, against 296 litres in the US and UK. Further, Indian per
capita demand is going up 4.5% y-o-y, while the global per capita consumption is growing at a slower rate of 1.5%.

India provides a wide untapped market for value added milk products. The growth for organised dairy players are driven by
value-added products, which is growing 23% annually compared to 15% for liquid milk. The rising disposable income,
quality consciousness and convenience seeking consumer population, are driving demand for value added segment growth.

The Indian consumption story has attracted the attention and presence of some of the largest global dairy brands. Sluggish
growth in developed markets, is leading to an opportunity for western players to enter new geographies and consolidate
local industries via acquisitions or strategic partnerships, which is evident from recent M&A activities.

A strong and growing demand for dairy products from Indian consumers, active investment behavior by major players,
coupled with market liberalizing policies from the government signaling its intent to boost FDI in the dairy sector, suggests
a positive forecast for the future of the Indian dairy market

Management Discussion & Analysis

Government Initiatives

As dairy is an important source of income for a large number of rural households, the central government is constantly

making a number of efforts to increase the income of such families. In the last three years, the government has successfully
implemented the following schemes:
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NATIONAL GOKUL MISSION

This initiative is aimed towards development and conservation of indigenous breeds. With improved breed and high quality
milch animals, the quantity and quality of milk and its products will grow significantly.

Under this mission, 14 Gokul Grams are being established across Maharashtra (3 Grams), Punjab, Chattisgarh (2 Grams),
Andhra Pradesh, Gujarat (2 Grams), Uttar Pradesh (2 Grams), Madhya Pradesh, Karnataka and Haryana. For the Mission,
32,260 mn was spent during 2014-17 and %1,900 mn has been allocated for 2017-18.

NATIONAL KAMDHENU BREEDING CENTRE

Under this programme, two new National Kamdhenu Breeding Centres - one in North India - Itarsi, (Hosangabad District
in Madhya Pradesh) and one in South India- Chintladevi, (Nellore District in Andhra Pradesh) are being established at an
amount of 500 mn.

The breeding centre is already functional in Andhra Pradesh and includes eight breeds of buffaloes and cattle animals. For
the centre at Madhya Pradesh, the foundation stone was laid in October, 2016 at a land parcel spread across 80 acres. This
centre is expected to be functional over the next two years, and will have germplasm of exotic an cross bred-cattle

NATIONAL MISSION ON BOVINE PRODUCTIVITY

This mission is aimed at increasing milk production and productivity and to make dairying profitable. The government has
made an allocation of 8,250 mn for a period of three years. This scheme has following components:

» Pashu Sanjeevani: The Ministry of Agriculture has sought funds worth X140 crore to cover 85 million milk producing
animals under the Pashu Sanjeevani scheme which would aim to control spread of animal diseases, enhance productivity
and improve quality of livestock. This program will have components as Health Card (Nakul Swasthya Patra), Unique
Identification Card and National Database.

» Advanced Breeding Technology: The programme is aimed towards assisting reproductive technique and improving
availability of disease free female bovine.

» National Genomic Centre: This will be established to enhance milk production and productivity of indigenous breeds
through rapid genetic upgradation.

» Creation of E-Pashudhan HAAT: This is an e-market portal for bovine germplasm for connecting breeders and farmers
of indigenous bovine breeds.

LIVESTOCK INSURANCE SCHEME

National Livestock Mission is working towards quantitative and qualitative improvement in capacity building of livestock
production methods and is an effective scheme of the government to protect livestock losses due to untimely death of
animals. All the districts and animals have been covered under this scheme. The scope of coverage has been increased from
300 districts to all districts and from only two milch animals to five dairy animals/other animals or 50 small animals. Under
the scheme, all indigenous and hybrid milch animals, cattle, and other livestock can be insured.

IMPACT OF GST

The Government’s step towards GST is a path-breaking move and will give a huge impetus on the overall economic growth
of the country. GST will also lead to formalization of the unorganized segment and will change the entire landscape of the
dairy industry, creating significant opportunities for the organised segment.

On the dairy perspective, the government has shown extreme sensitivity towards the masses, and majority of the dairy
products are falling in the buckets of 0% 5% and 12%. In the short-term, the dairy sector is expected to have a neutral
impact. Untill now, the sale across other states (via distributors) through C-Form, attracted an additional 2% CST cost,
which was borne by the consumer. Post GST implementation, this additional burden would no longer be applicable,
thereby, reducing the price of the product to that extent. However, looking at the long-term horizon, a gain is expected on
account of operational efficiency and effectiveness.

GST will also make the supply chain management simpler. With imposition of GST there will be ease of doing business in
India as the multiple indirect taxes and intra-state compliances would be abundant.
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Further, transfer of products to Depots/CSA would become expensive, as GST would be applicable on such products,
thereby, increasing the inventory holding costs to that extent. Until now, no tax was levied on such transfers.

Company Overview

Kwality Ltd. (Kwality) was incorporated in 1992 as Kwality Dairy (India) Ltd. We are amongst India’s largest and fastest
private dairy product companies with milk processing capacity of 4.3 million litres of milk per day as on March 31, 2018.
We have evolved into an integrated dairy based manufacturer, servicing retail and institutional customers, with a wide
range of dairy products.

Established as a backward integration unit of Kwality Ice Creams India Ltd, the Company was acquired by current
promoter Mr. Sanjay Dhingra in the year 2002. During the period 2003- 2010, the company focused on B2B business
model, catering to Institutional and HORECA segments.

In 2010, as part of its backward integration initiative, the Company established its first milk Chilling Centre (MCC) in
Haryana, to embark into B2C segment. Over the years, the Company continued to streamline its milk procurement system,
strengthen its position in the North India and augment its capacities to widen the product range.

In 2014, having achieved significant scale and strong position in northern India, Kwality undertook a ‘Business
Transformation’ initiative to strategically shift from its B2B business model towards B2C and develop capabilities for high-
margin value-added product categories. Kwality aims to become best-in-class consumer facing dairy company in India
compliant with global standards.

Significant Factors Affecting our Results of Operations and Financial Condition
Our business and results of operations are affected by a number of significant factors including:
. Pricing of our products

The pricing of our products are determined largely by various factors inter-alia includes cost of production, Margins,
pricing of the competitors’ products and other market practices.

e  Milk Procurement System

All our production processes begin with the procurement of milk and our business operations are dependent on our ability
to procure sufficient amounts of quality raw milk at commercially viable prices. We procure the raw milk directly from
milk farmers and milk contractors from Uttar Pradesh, Rajasthan and Haryana and adjacent areas, which is a significant
milk producing region in Northern India. Although, we believe we have developed a strong relationship with these dairy
farmers and milk vendors over the years, we have not entered into any specific agreement/ MoU. We only have oral
arrangements with our suppliers and we typically transact on an invoice basis for each order. The availability and price of
raw milk is also subject to a number of factors beyond our control including seasonal factors, environmental factors, and
general health of cattle and Government policies.

An inability to procure sufficient quality raw milk at reasonable cost, or an inability to pass on any increases in the price of
raw milk to our customers could adversely affect our business, results of operations and financial condition.

e Dependency on third party transporters

Our Company uses third party transportation for the delivery of our raw materials and finished products. Though our
business has not experienced any disruptions due to transportation strikes in the past, any future transportation strikes may
have an adverse effect on our business. These transportation facilities may not be adequate to support our existing and
future operations. In addition, raw materials / finished products may be lost or damaged in transit for various reasons
including occurrence of accidents or natural disasters. There may also be delays in delivery of products which may also
affect our business and results of operation negatively. An increase in the freight costs or unavailability of freight for
transportation of our raw materials may have an adverse effect on our business and results of operations. Further,
disruptions of transportation services due to weather-related problems, strikes, lock-outs, inadequacies in road
infrastructure and port facilities, or other events could impair ability to procure raw materials on time. Any such disruptions
could materially and adversely affect our business, financial condition and results of operations.

o Contamination/adulteration

Since milk is a perishable product, we are subject to risks affecting the dairy industry, including risks posed by the
contamination/ spoilage of milk, consumer product liability claims, product tampering, product labelling errors, and other
adulteration of our products. Any actual or alleged contamination or deterioration of our products, whether deliberate or
accidental, could result in legal liability, damage to our reputation and may adversely affect our business prospects and
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consequently our financial performance. The risk of contamination or deterioration exists at each stage of the production
cycle, including during the production, storage and delivery of raw materials, packaging, storage and delivery to our
customers and the storage and shelving of our products by our distributors, institutional customers and retailers until final
consumption. While we follow stringent quality control processes and quality standards at each stage of the production
cycle, there can be no assurance that our products will not be contaminated or suffer deterioration.

Further, there can be no assurance that contamination of our raw materials or products will not occur during the
transportation, production, distribution and sales processes due to reasons unknown to us or beyond our control. If our
products or raw materials are found to be spoilt, contaminated, tampered with, incorrectly labelled or reported to be
associated with any such incidents, we may be forced to recall our products from the market and we could incur criminal or
civil liability for any damage resulting from consumption of such products. We generate majority of our sales from
institutional customers and if the end products manufactured by those customers are found to be contaminated on account
of our product, our customers may return our goods, terminate their relationships with us and initiate legal proceedings
against us. Any such event may have a material adverse effect on our reputation, business, financial condition, cash flows,
results of operations and prospects could be materially and adversely affected.

e Growing distribution network

We have an extensive sales and distribution network, which covers more than 60000 retail outlets, primarily spread across
Rajasthan, Uttar Pradesh, Haryana and the NCR. We utilize modern trade channels, which comprise super-markets and
hyper-markets and general trade channels that include smaller retail stores together with certain online platforms for our
sales, and our ability to expand and grow our sales to retail consumers significantly depends on the reach and effective
management of our distribution network.

e Rapidly evolving and highly competitive industry

The dairy products industry in India is highly competitive, especially the markets for pasteurized milk, skimmed milk etc.
These products are experiencing rapid development and increasing competition. Further, the Indian dairy market has
historically been dominated by the unorganized sector, which comprises traditional milkmen and vendors. We also compete
with large dairy cooperatives that also procure milk from farmers in the regions where we procure milk, and any incentives
offered by the Central or State Government to such cooperatives, could benefit such entities, which may in turn adversely
affect our business.

o Valued added products

We seek to develop our research and development capabilities to distinguish ourselves from our competitors to enable us
to introduce new products and different variant of our existing products, based on consumer preferences and demand. Our
milk processing facility in Haryana became operational during February, 2017 and is dedicated primarily to the
production and manufacture of value-added products and we have commenced the manufacture and sale of value-added
products such as flavored milk, UHT milk, cream in tetra-packs.

Further, we intend to focus on health and specialty products by expanding our product portfolio to include such products.
We launched flavored milk under our ‘KDIL’s Kwality’ brand during FY 2018, which is fortified with vitamin A and
vitamin D and also we have launched long shelf life ambient products — TETRA pack milk, cream, lassi, butter milk. If
the products that we launch are not as successful as we anticipate, our business, results of operations and financial
condition may be adversely affected.
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SUMMARY AND COMPARISION OF SIGNIFICANT ITEMS OF INCOME AND EXPENDITURE OF THE COMPANY

(R in Lakh)
PARTICULARS 2017-18 2016-17 Increase/De 2016-17 2015-16 Increase/D
crease% ecrease%

INCOME
Revenue from Operations 6724.87 6131.26 9.68% 6131.26 5658.28 8.36%
TOTAL SALES 6724.87 6131.26 9.68% 6131.26 5658.28 8.36%
Other Income 13.01 13.31 (2.25%) 13.31 29.41 (54.74%)
TOTAL INCOME 6,737.88 6,144.57 9.66% 6,144.57 5,687.69 8.03%
EXPENDITURE
Cost of Material Consumed 5190.66 4900.88 5.91% 4900.88 3723.93 31.61%
Excise Duty 0.02 0.04 (50.00%) 0.04 0.00 -
Purchase of stock in trade 662.25 776.89 (14.76%) 776.89 1315.28 (40.93%)
Changes in inventories of 118.79 (167.15) (171.07) (167.15) 125.42 (233.27%)
finished goods, work in
progress
Employees benefit expenses 57.94 37.85 53.08% 37.85 35.83 5.64%
Finance Cost 233.18 169.90 37.25% 169.90 148.32 14.55%
Depreciation and 125.56 21.71 478.35% 21.71 22.83 (4.91%)
Amortization Expenses
Other Expenses 205.37 170.74 20.28% 170.74 111.04 53.76%
TOTAL EXPENDITURE 6593.77 5910.86 11.55% 5910.86 5482.65 7.81%
Profit before Tax 144.11 233.71 (38.34%) 233.71 205.04 13.98%
Profit after Tax 71.11 164.30 (56.72%) 164.30 134.62 22.05%

COMPARISON OF FIGURES OF THE MAJOR HEADS OF THE PROFIT AND LOSS STATEMENT,
INCLUDING AN ANALYSIS OF REASONS FOR THE CHANGES IN SIGNIFICANT ITEMS OF INCOME
AND EXPENDITURE

Comparison of Fiscal 2018 to Fiscal 2017

Total Income

Total Income increased by 9.66% in FY 2018 to Rs. 6737.88 crores from Rs.6144.57 crores over the same period in the
previous year. It is mainly because of increase in B2C products and reduction in B2B Segment.

Total Expenditure

Total Expenses during FY 2018 increased by 11.55% in FY 2018 from Rs.5910.86 crores to Rs.6593.77 crores over the
same period in the previous year. New unit for value added products was operationalized in February 2017, hence
depreciation & interest are fully charged to Profit and Loss account and the operational expenses have been increased due
to production the unit.

Revenue from Operations

Revenue from operating income increased by 9.68% in FY 2018 to Rs.6724.87 crores from 6131.26 crores over the same
period in the previous year, due to higher contribution of B2C and increasing demand of value added products.

Other Income

Other income decreased by 2.25% in FY 2018 to Rs.13.01 Crores from Rs.13.31 crores over the same period in the
previous year due to exchange rate fluctuation and decrease in interest income on Fixed Deposits.
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Cost of Material Consumed

Cost of Material Consumed increased by 5.91% in FY 2018 to Rs. 5190.66 Crores from Rs. 4900.88 crores over the same
period in the previous year, due to increase in sales and procurement high quality milk at higher price for production of
fresh milk and value added product(s).

Purchase of stock in trade

Purchase of stock in trade decreased by 14.76% in FY 2018 to Rs. 662.25 crores from 776.89 cores over the same period in
the previous year, because the Company has shifted to B2C business model having less holding period.

Change in inventories of finished goods and work in progress

Change in inventories increased by 171.07% in FY 2018 to Rs. 118.79 crores to Rs. (167.15) crores over the same period
in the previous year, due to reduction of inventory level and increasing demand of the product.

Employees Benefit Expenses

Employees Benefit expenses increased by 53.08 % in FY 2018 to Rs. 57.94 crores from Rs.37.85 crores over the same
period in the previous year, because the Company has engaged senior qualified professionals across the industry in order to
maintain standard and quality of our product(s). Further, issuance of ESOP to employees have also impacted the same.
Finance Cost

Finance Cost increased by 37.25% in FY 2018 to Rs. 233.18 crores from Rs.169.90 crores over the same period in the
previous year on account of increase in borrowing cost for establishment of our new unit at Softa, which has started
commercial production in February 2017.

Depreciation and Amortization Expenses

Depreciation and Amortization Expenses increased in FY 2018 to Rs. 125.56 crores from Rs.21.71 crores over the same

period in the previous year because the Company has started its commercial production in its unit and charged depreciation
for the full year.

Other Expenses

Other Expenses increased by 20.28% in FY 2018 to Rs. 205.37 crores from Rs.170.74 crores over the same period in the
previous year, due to increased in the power cost and milk processing cost and logistic cost.

Profits before Tax

Profits before tax decreased by 38.34 % in FY 2018 to Rs. 144.11 crores from Rs.233.71 crores over the same period in the
previous year. The depreciation of the Company has sharply increased, because of start of commercial production at new
plant from February 2017. Further, there is increase in the power & fuel cost and processing charges of Milk due to
increase in the B2C segment.

Profits after Tax

Profit after tax decreased by 56.72% in FY 2018 to Rs. 71.11 crores from Rs.164.30 crores over the same period in the
previous year. The depreciation of the Company has sharply increased, because of start of commercial production at new
plant from February 2017.

Comparison of Fiscal 2017 to Fiscal 2016

Total Income

Total Income increased by 8.03% in FY 2017 to Rs 6144.57 crores from 5687.69 crores over the same period in the
previous year, due to shift of business segment from B2B to B2C.
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Total Expenditure

Total Expenses during FY 2017 increased by 7.81% in FY 2017 to Rs 5910.86 crores from 5482.65 crores over the same
period in the previous year, due to increased in the marketing expenses and employees expenses.

Revenue from Operations

Revenue from operating income increased by 8.36% in FY 2017 to Rs 6131.26 crores from 5658.28 crores over the same
period in the previous year, due to shift of business segment from B2B to B2C

Other Income

Other income decreased by 54.74% in FY 2017 to Rs 13.31 crores from 29.41 crores over the same period in the previous
year, due to exchange rate fluctuation and interest on fixed deposit.

Cost of Material Consumed

Cost of Material Consumed increased by 31.61% in FY 2017 to Rs 4900.88 crores from 3723.93 crores over the same
period in the previous year due to increase in sales volume.

Purchase of stock in trade

Purchase of stock in trade decreased by 40.93% in FY 2017 to Rs 776.89 crores from 1315.28 crores over the same period
in the previous year because the company has more concentrated on the manufacturing operation as compared earlier it was
more concentrated on trading of product(s).

Change in inventories of finished goods and work in progress

Change in inventories decreased by 233.27% in FY 2017 to Rs (167.15) crores from 125.42 crores over the same period in
the previous year due to increase of inventory level because of shifting of business from B2B to B2C Segment.

Employees Benefit Expenses

Employees Benefit expenses increased by 5.64% % in FY 2017 to Rs 37.85 crores from 35.83 crores over the same period
in the previous year.

Finance Cost

Finance Cost increased by 14.55% in FY 2017 to Rs 169.90 crores from 148.32 crores over the same period in the previous
year due to increase in borrowing cost.

Depreciation and Amortization Expenses

Depreciation and Amortisation Expenses decreased by 4.91% in FY 2017 to Rs 21.71 crores from 22.83 crores over the
same period in the previous year.

Other Expenses

Other Expenses increased by 53.76% in FY 2017 to Rs 170.74 crores from 111.04 crores over the same period in the
previous year due to increase in other cost involves packaging, advertisement and marketing expenses etc.

Profits before Tax

Profits before tax increased by 13.98 % in FY 2017 to Rs 233.71 crores from 205.04 crores over the same period in the
previous year due to increase in margin with respect to shifting of business operation from B2B to B2C segment.

Profits after Tax

Profit after tax increased by 22.05% in FY 2017 to Rs 164.30 crores from 134.62 crores over the same period in the
previous year.
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Comparison of Fiscal 2016 to Fiscal 2015
Total Income

Total Income increased by 8.96% in FY 2016 to Rs. 5753.64 crores from Rs.5280.57 crores over the same period in the
previous year. It is mainly because of increase in sale to retail sector(s).

Total Expenditure

Total Expenses during FY 2016 increased by 8.52% in FY 2016, from Rs.5110.10 crores to Rs. 5545.29 crores over the
same period in the previous year, because of aggressive marketing and advertisement expense and also increased in the
packing material expenses due to rise in sale of retail sector products.

Revenue from Operations

Revenue from operating income increased by 8.64 % in FY 2016 to Rs. 5724.23 crores from 5269.17 crores over the same
period in the previous year, due to higher contribution of B2C and increasing demand of value added products.

Other Income

Other income increased by 157.98% in FY 2016 to Rs.29.41 Crores from Rs.11.40 crores over the same period in the
previous year. It includes the amount of exchange fluctuation and interest income on fixed deposits.

Cost of Material Consumed

Cost of Material Consumed decreased by 2.37% in FY 2016 to Rs. 3723.93 Crores from Rs. 3814.37 crores over the same
period in the previous year, due to decrease in sales of bulk products.

Purchase of stock in trade

Purchase of stock in trade increased by 22.36% in FY 2016 to Rs. 1315.27 crores from 1074.92 cores over the same period
in the previous year, because of increase in export of various products, for which import is done from one country and
export to another country.

Change in inventories of finished goods and work in progress

Change in inventories decreased by 229.43% in FY 2016 to Rs. 125.42 crores from Rs. (96.90) crores over the same period
in the previous year, due to reduction of inventory level and increasing demand of the product.

Employees Benefit Expenses

Employees Benefit expenses increased by 39.12 % in FY 2016 to Rs. 32.68 crores from Rs.23.49 crores over the same
period in the previous year, because the Company has engaged senior qualified professionals across from industry in order
to maintain quality and standard of product(s).

Finance Cost

Finance Cost increased by 9.80 % in FY 2016 to Rs. 147.28 crores from Rs.134.14 crores over the same period in the
previous year, because of increase in term loans from various lenders.

Depreciation and Amortization Expenses

Depreciation and Amortization Expenses decreased in FY 2016 to Rs. 22.83 crores from Rs. 24.96 crores over the same
period in the previous year., because the Company is using the written down value method in respect to the useful life of
the assets.

Other Expenses

Other Expenses increased by 20.28% in FY 2016 to Rs. 177.85 crores from Rs.135.12 crores over the same period in the
previous year, due to increase in the packing cost and advertisement cost.
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Profits before Tax

Profits before tax increased by 20.10 % in FY 2016 to Rs.208.36 crores from Rs.170.46 crores over the same period in the
previous year. The Company has aggressively marketed its retail products in the domestic market which resulted higher
margin in comparison to product sale at the bulk level .

Profits after Tax

Profit after tax decreased by 56.72% in FY 2016 to Rs. 144.25 crores from Rs.140.930 crores over the same period in the
previous year.
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INDUSTRY OVERVIEW

Unless noted otherwise, the information in this section has been obtained or derived from the report titled “Indian Dairy
Marker Report 2017 Edition” released in May, 2017 published by IMARC Services (P) Limited, (the “IMARC Report”).
All information contained in the IMARC Report has been obtained by IMARC from sources believed by them to be
accurate and reliable. Although reasonable care has been taken by IMARC to ensure that the information in the IMARC
Report is true, such information is provided ‘as is’ without any warranty of any kind, and IMARC in particular, makes no
representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. All
information contained herein must be construed solely as statements of opinion. None of the Company, the Book Running
Lead Manager and any other person connected with the Issue has independently verified this information. Industry sources
and publications generally state that the information contained therein has been obtained from sources believed to be
reliable, but their accuracy, completeness and underlying assumptions are not guaranteed and their reliability cannot be
assured. Industry sources and publications are also prepared based on information as of specific dates and may no longer be
current or reflect current trends. Industry sources and publications may also base their information on estimates,
projections, forecasts and assumptions that may prove to be incorrect. Accordingly, investors must rely on their
independent examination of, and should not place undue reliance on, or base their investment decision solely on this
information. The recipient should not construe any of the contents in this report as advice relating to business, financial,
legal, taxation or investment matters and are advised to consult their own business, financial, legal, taxation, and other
advisors concerning the transaction. The information in this section must be read in conjunction with “Risk Factors” and
“Our Business” on pages 37 and 24, respectively.

The IMARC Report contains the following disclaimer:

“Disclaimer: All contents and data of this publication, including forecasts, data analysis and opinion have been based on
information and sources believed to be accurate and reliable at the time of publishing. International Market Analysis
Research and Consulting makes no representation of warranty of any kind as to the accuracy or completeness of any
Information provided. IMARC accepts no liability whatsoever for any loss or damage resulting from opinion, errors or
inaccuracies if any found in this publication. IMARC, IMARC Group and Global Therapy Insight Series are registered
trademarks of International Market Analysis Research and Consulting. All other trademarks used in this publication are
registered trademarks of their respective companies.”

Global Dairy Industry
Current, Historical and Future Trends of Milk and Milk Products Production

The dairy industry is one of the largest and most dynamic global agricultural industries. Dairy farming is an agricultural
activity that refers to the production of milk from farm animals. The dairy industry encompasses businesses from the farm
gate through to food manufacturing. And dairy products include any food product originally derived from animal milk.
Dairy production occurs throughout the world with varying degrees of sophistication, ranging from peasant subsistence
production through to commercially astute, automated and integrated corporations.

In 2016, the global production of milk reached figures worth 828.5 Million Tons growing at a CAGR of 2.3% during 2010-
2016. The global demand of milk continues to grow driven by several factors. In particular, population growth, rising
incomes, urbanization and westernization of diets, in developing countries such as China and India, are leading to increased
demand. At a global level, around 66% of the total milk consumption is used for factory us followed by fluid use (33%) and
feed use (1%).

Looking forward, we expect the global demand of milk and milk products to grow continuously during the forecast period.
Milk supply, however, in China and India, as well as countries within South East Asia and Africa, is not expected to keep
pace with this growth. As such, these markets are becoming increasingly important for global dairy companies, who are
helping to meet the demand with dairy ingredients, as well as locally produced consumer products. In developed countries,
where consumption is already high, there is a more consistent outlook, with demand expected to remain stable. Overall,
during 2017-2022, we expect the total production of milk and milk products to grow at a CAGR of 2.0% reaching figures
worth 937.1 Million Tons by 2022.

Milk and Milk Products: Production by Country

The European Union represents the largest dairy producing region accounting for 20.3% of the total global production of
milk and milk products. The European Union was followed by India (18.3%), the United States of America (11.9%), China
(5.7%) and Pakistan (4.9%). Among all the major milk producing countries, India currently represents the fastest growing
market. By 2018, we expect India to surpass the European Region and become the world’s biggest producer of milk and
milk products.
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Top Dairy Companies

Dairy companies across the globe can be classified into two categories. The first category consists of companies which
have a stronger focus on the procurement and processing infrastructure and have a product portfolio which mainly consists
of day-to-day dairy products, example — Dairy Framers of America. Such companies normally operate on low profit
margins. The second category consists of companies which have a stronger focus on product innovation and marketing and
have a product portfolio which mainly consists of value added and premium dairy products, example - Nestle. Such
companies operate on fairly high profit margins.

In terms of milk intake Dairy Farmers of America represented the world’s biggest milk processor processing around 27.8
Million Tons of Milk. Dairy Farmers of America was followed by Fonterra Co-operative Group, Lactalis, Nestlé and Arla
Foods. Based on the total revenues, however, Nestle represented the biggest dairy company registering revenues worth US$
25.0 Billion in 2015. Nestle was followed by Lactalis, Danone, Dairy Farmers of America and Fonterra

Nestle currently appears to be the most profitable dairy company among the major dairy companies, whereas, Dairy
farmers of America appears to have the lowest margins. This suggests that companies selling value added dairy products
generally have higher margins than companies selling plain dairy products.

Indian Dairy Industry- Demand Drivers
Strong Historical and Projected GDP Growth Rates

Since its liberalization during the 90’s, India represents one of the world’s fastest growing economies. In 2016, the Indian
economy reached values over US$ 2.4 Trillion. The country’s economic outlook is also expected to remain healthy with
India’s economy expected to grow at a CAGR of 7.7% during 2017 - 2022. Driven by the sustained growth of the Indian
economy, life styles and eating habits of Indian consumers are also expected to increase. This is expected to drive the
consumption of dairy products in the country.

Rising Middle Class and Urban Population

Driven by a strong economic growth in the last couple of years, the incomes of Indian households have also increased
significantly in the past few decades. From around 8 Million middle class households in 1985, the number of middle class
households reached 255 Million in 2015. We expect these figures to reach 586 Million by 2025. As the demand for dairy
products is income elastic, a continuous increase in disposable incomes is creating a positive impact on the growth of the
dairy Industry. The consumption of dairy products, in particular the organized sector is also dependent upon the level of
urbanization. With increasing urbanization levels and busy lifestyles, consumers tend to prefer clean, hygienic and ready to
eat products which can be consumed on-the-go. India’s urbanization levels have increased significantly over the past few
decades which are acting as a catalyst for the growth of the organized dairy market.

Large and Increasing Working Population

Another driver of the organized dairy industry in India is an increasing working population (age 15-64) in the country. This
is expected to drive disposable incomes, increase the consumption of ready-to- eat/drink dairy products and drive
consumers to eat out or order takeaway foods. From 758 Million in 2010, the total size of the working population reached
826 Million in 2015. We expect India’s working population to reach 988 Million by 2030.

Steady rise in demand for value added products to drive strong industry growth

The fluid milk and milk products segment is expected to record 12-13% CAGR between 2016-17 and 2018-19. The Gujarat
Cooperative Milk Marketing Federation, with its Amul brand, is the largest organised player in almost all dairy segments.
Other major players include Mother Dairy, Nandini, Parag Milk Foods, Tirumala, Hatsun, etc. Entry of new player
Patanjali Ayurved, who has forayed into all the dairy segments in a big way with its brands marketed as herbal and
ayurvedic products and has major investment plans in the dairy industry, is believed to have a disruptive influence on the
traditional giants in the industry.

Strong business potential in almost all the segments of the dairy industry, under-penetrated markets, rising demand for
value added products (VAPs), and 100% FDI investment allowance have also led to some foreign players entering the
domestic dairy markets. Enhanced focus on VAPs and B2C can be attributed to change in demographics, rising per capita
incomes and urbanization trends.
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Changing Dietary Patterns

As previously discussed, India’s impressive economic growth over the past decades have resulted in per capita income
steadily increasing in real terms as well as at market prices both in urban and rural areas. According to the Ministry of
Statistics and Programme Implementation, during 2004-05 - 2011-12, the total monthly per capita consumer expenditure on
food from rural and urban households increased from 308 and 447 in 2004-05 to 756 and 1121 in 2011-12 respectively.
Increasing incomes have also resulted in consumers moving away from inferior cereals such as jowar and bajra to superior
grains such as wheat and rice and more recently from cereals to high value food products such as milk, egg, meat, and fruits
and vegetables — a natural corollary to the negative income elasticity for cereals in India and positive income elasticity for
high quality food. The change is occurring both among rural and urban households. Other factors contributing to the change
in the consumption pattern is the increasing urbanization. During the most recent decade, globalization has also played an
important role in the transformation of food consumption patterns of Indian households. During 2011-12, in the case of
rural households, out of total monthly food expenditure, households spent around 15.2% of their total income on milk and
milk products. In the case of urban households these figures were around 16.4. Another trend worth noting is that the per
capita monthly expenditure on milk and milk products has increased at a CAGR of 14% and 12% during 2004-05 — 2011-
12 for rural and urban households respectively. The per capita expenditure on cereals during the same period was 6% and
7% for rural and urban households respectively. This suggests that with rising income levels Indians are now consuming
lesser amounts of cereals and increasing their consumption of milk and milk products. Dairy products such as milk, ghee,
curd, paneer, cheese, khoya are extensively used in India to make sweets, meals, beverages etc. Whether it’s the morning
tea, breakfast, lunch or dinner - dairy products form an integral part of the Indian diet. Dairy products are not only used in
traditional Indian recipes but are now also being introduced in western recipes in order to customize them as per Indian
tastes. For instance, paneer, a dairy product consumed quite popularly in India is being introduced in western foods such as
Pizza’s, Burgers, etc.

Milk is Considered a Perfect Health food in India

With a large vegetarian population, milk has traditionally been considered an important health food and a good source of
proteins, fats, carbohydrates, minerals and vitamins. Milk has been associated with good health and wellness and, as a
result, has driven the country to become the world’s largest consumer of milk.

Indian Food and Beverage Industry

The Indian food and beverage Industry was worth an estimated INR 24,333 Billion (US$ 406 Billion) in 2016-17 growing
at a CAGR of 15.1% over the last 12 years. According to this data, Milk and milk products represent the second biggest
market segment accounting for more than 14% of the total food and beverage market. It should, however, be noted that this
data is based on the NSS report and only includes marketed category sales and does not include self-consumption at the
producers’ end. If we also include self-consumption, then the milk and milk products would represent the largest food and
beverage category.

Indian Dairy Industry: Milk Production and Consumption

Current Milk Production and Consumption Trends

From just 17 Million Metric Tons in 1951-52, the total milk production in India reached 162 Million Metric Tons in 2016-
17. This enabled the country to become the world’s biggest milk producer. Similarly, driven by a steady population growth
and rising incomes, milk consumption continues to rise in India. In 2016-17, India with a total consumption of 154 Million
Metric Tons represented the world’s largest consumer of milk.

Structure of the Indian Dairy Industry The dairy market can be classified in organised and unorganized segments.

Unorganised Dairy Market in India:

The unorganized dairy market in India has been defined to be consisting of milk sold by traditional milkmen (popularly
known as dudhias), vendors and self-consumption at home.

Traditional milkmen collect milk individually from farmers and sell it to the consumers. The milk sold by these traditional
milkmen is raw or unprocessed.

Out of the total milk produced in India, around 46% is utilised for self consumption.

The Indian dairy market has been historically dominated by the unorganized sector. This trend, however, has been changing
in recent years with many cooperatives and private dairies entering into the Indian dairy space.
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Organized Dairy Market in India:
The organized dairy market in India consists of the cooperatives and private dairies.

Unlike the unorganized sector, the cooperatives and private dairies have a well-ordered channel of milk procurement and
distribution. Milk is sourced from farmers through their collection centre at the village level. After the milk has been
collected; it is processed, packed and then finally distributed. Cooperatives and private dairies sell their products to the
customer through agents and retailers. Of the total marketable milk, around 30% is processed by the organized sector. A
decade back, the cooperatives accounted for most of the milk processed by the organized market. Today, however, contrary
to general perception — private dairies account for majority of the total milk processed in the country.

Market for Milk and Value Added Dairy Products in India
Indian Dairy Industry: Market Trends
Current Trends

India represents one of the largest and fastest markets of dairy products. The total size of the dairy market was worth INR
6,911 Billion (US$ 115.2 Billion) in 2016, growing at a CAGR of around 13.0% during 2010-2016. The majority of the
market (74.2%) was accounted by the unorganized segment but the penetration of the organized segment is increasing
rapidly in the country. During 2010-2016, the organized market grew at a CAGR of 17.5% compared to the 11.7% growth
of the unorganized segment during the same period. The unorganized dairy market in India has been defined to be
consisting of milk sold by traditional milkmen (popularly known as dudhias), vendors and self-consumption at home.

Market Forecast

Looking forward, we expect the Indian dairy market to maintain a CAGR of 15.6% during 2017 - 2022, reaching values
worth INR 16,382 Billion (US$ 273 Billion) by 2022. The organized market is expected to grow at a CAGR of 20.1%
during 2017 - 2022, accounting for around 32.5% of the total market by the end of the forecast period. The unorganized
market on the other hand is expected to grow at a CAGR of 13.8% during the same period.

Growth in the dairy and milk products industry will be mainly driven by realizations, with faster growth in volume
expected only in a few segments such as ice cream, cheese, curd and yoghurt. While higher realization will be mainly
driven by rise in milk prices, a change in product mix in many segments will also support growth. For example, in the curd
and yoghurt segment, shift from loose plain curd to packaged plain curd, flavoured curd and flavoured yoghurt will support
realizations growth. In the cheese segment, increasing use of mozzarella cheese, pizza cheese and cheese slices and spreads
with growth in the quick service restaurant industry will drive up realisation. Segments like buttermilk and lassi, ghee and
paneer have lower presence of branded players vis--vis other value-added product segments like butter and cheese. Though
overall volumes in these segments could grow by 3-5%, branded players are likely to see higher growth compared with
unorganized entities. Overall, the dairy and milk industry is estimated to grow at 12-13% CAGR until 2018-19, driven by
rising milk prices, change in product mix, rising share of branded products and increasing consumption of value-added
products.
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OUR BUSINESS
Overview

Kwality Ltd (Kwality) is one of the largest and fastest growing private dairy companies in India. We manufacture and sell a
range of dairy products to institutional customers and retail consumers in India, with special focus on the states of Northern
India.

The company is progressing well on the defined path of business transformation from B2B to B2C. We are targeting to
achieve around 70% of the total revenue from B2C segment in the next three years’ time. We manufacture & sell a diverse
range of product(s) including fresh dairy products and value-added products to customers comprising of multiple brands
like KDIL’s Kwality, Dairy best, Dairy Best wake up, Kream Kountry, LivLite and Meera Premium. The product portfolio
includes Fresh dairy products & Consumer products like milk, curd, butter milk, Ghee, skimmed milk powder, whole milk
powder, dairy whitener etc. and value-added products such as flavoured milk, tetra pack milk, cream, Lassi and butter milk,
etc.

We have owned & leased six milk processing facilities in UP, Haryana & Rajasthan and having 29 milk chilling centres.
The new facility at Softa plant, Haryana became operational in February 2017 and is dedicated primarily to the production
and manufacture of value added products. The Company is having aggregate milk processing capacity of around 4.3
million litres per day as on March 31, 2018 across our owned and leased processing facility(s). The new facility at Softa,
Haryana has a milk handling capacity of around 9 lakh litres per day for the production of value added products such as
flavoured milk, UHT milk & Cream, Ghee, butter among others. Our direct procurement of milk from farmers is 26% of
the total milk purchased and with the remainder being sourced from third party aggregators.

We have an extensive sales and retail network of more than 60,000 retail outlets (approximately) spread across Northern
India to cater to retail consumers. We undertake several marketing and promotional activities to promote our brands and to
increase our sales volumes. Our marketing initiatives include advertising in print and electronic media, promoting our
brands through tie-ups and outdoor promotional activities directed at retail consumers. Our products are sold through select
modern trade stores and E- commerce platforms like Big Basket and Grofers.

In addition to our domestic sales, we export dairy products to various countries of Asia and Far East Countries. Our wholly
—owned subsidiary, Kwality Dairy Products, FZE located in DUBALI is engaged in the international trade of a variety of
milk-based products and Food Additive. We place significant emphasis on quality control and product safety and have
obtained quality control certifications and registrations for our facilities and products including ISO 22000:2005, HACCP-
IS: 15000 and AGMARK.

Our Company is recognized through awards and certificated for various initiatives undertaken by the various departments-
Kwality has been ranked 8th position in INDIA in FMCG - sector wise & elevated to 185th position from 197th position
during last year in revenue wise growth — Fortune India Magazine December 2017 edition. Mr. Sanjay Dhingra, Managing
Director, has been ranked 34th among the TOP100 CEO of India as published January, 2018 special edition and ranked 2™
in the FMCG sector. Economic Times CIO 100 Award 2018, presented by Economic Times at CIO Conclave in Hyderabad
on 17" March 2018.The Big CIO Award by TRANSCON GLOBAL, Bangalore. Big CIO award is a first of its kind in
India to honour top 100 CIO & ICT Leaders. ‘Best CISO of the Year Award’ awarded by Consumex, Bangalore patronage
of Ministry of Electronics and information technology (MEITY). Awarded the prestigious ‘100 Super Achievers Award’ by
the World HRD Congress with over 100 Nations participating.

Our Strengths:
We believe that the following are our principal strengths:

Differentiated product portfolio

Over the years we have differentiated our product portfolio, catering to institutional customers as well as retail consumers.
Our product portfolio sold to institutional customers comprises of dairy-based ingredients, such as skimmed milk powder,
whole milk powder, dairy creamers and butter, which are used in the production of milk and food products. We believe we
have developed strong relationships with our institutional customers, including multinational and local fast-moving
consumer goods manufacturers, leveraging on the quality of our product portfolio and the strength of our manufacturing
facilities.

Our product portfolio sold to retail consumers comprises of branded products in the following categories: milk — pouched
milk; milk powders and dairy whiteners; curd and buttermilk — pouched curd and pouched buttermilk; ghee — Desi ghee,
cow ghee, low cholesterol ghee; and value-added products — flavored milk and UHT product in tetra-pack milk, cream and
butter milk. An additional unit at our milk processing facility in Haryana dedicated primarily to the production and
manufacture of value-added products.
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Widespread procurement network and established relationships with farmers

Milk is the key raw material for our manufacturing operations and a continued and sustained availability of good quality
milk at competitive prices is essential to the growth of our business. We believe that our widespread milk procurement
network and our established relationships with farmers and third party aggregators enable us to obtain a regular supply of
quality raw milk. Our supply chain comprises of procurement from third-party aggregators, as well as direct procurement
from approximately [350,000] farmers through our procurement network. We procure a significant portion of the raw milk
required for our operations from certain contract milk suppliers, with whom we are able to negotiate competitive prices. We
procured [26] % and [74] %, respectively, of our milk requirements directly from farmers, with the remainder in each
period being sourced from third-party aggregators.

Our direct procurement network comprises of village level collection centres, village service providers automated milk
collection units and [29] milk chilling centres, located across 4700 villages in Rajasthan, Haryana and Uttar Pradesh. The
automated milk collection units at the village level evaluate the quality of the milk and provide transparency to the pricing
of milk purchased by us. Our average daily milk procurement for the financial year 2017-18 was 3.5 million litres per day.

We believe, we enjoy good relationships with the farmers from whom we source our milk, which are strengthened by our
outreach and education programs. We engage with farmers by educating them on subjects such as cattle breeding, cattle
feed, nutrition, medication, cattle insurance and financing, and also provide training on milking, storage and delivery of
milk to milk chilling centres as well as organizing animal health camps and providing high quality cattle feed, supplements
and medicines. We have instituted a trained team of veterinary doctors in order to offer timely advice for preventive and
curative animal health and artificial insemination to our farmers. In addition, to boost the direct milk sourcing program, the
company entered a Memorandum of Understanding (MOU) with IDBI Bank Limited ,wherein IDBI shall extend credit
facilities to medium and large milk producers IDBI will also support the establishment of Milk Chilling Center’s/Milk
Processing Units .Also, entered a Memorandum of Understanding (MOU) with Bank of Baroda, wherein the bank would
extend credit facilities for small scale dairy farmers, where each farmer would get maximum loan of Rs.4 lac to help them
develop in three key areas which would enable the farmer to meet the milk requirement. These initiatives will enable the
company to increase direct procurement of milk from 26% to 50 % in the next three years’ time. We believe that our
regular engagement and welfare initiatives increase loyalty among farmers in our procurement network and enable
consistent procurement of quality raw milk for our operations.

Strong brand recall and distribution network in key markets

We manufacture and sell our wide range of dairy products to institutional customers and retail consumers in India. We sell
our various products under multiple brands viz ‘KDIL’s Kwality’ brand, “Dairy Best”, “Kream Kountry”, “Dairy Best
Wake Up”, LivLite and “Meera Premium”, which we believe are well recognized and have been developed to cater to
consumers across sections of the market for dairy based food and beverage products. We also believe that the strength of
our brands helps us in many aspects of our business, including expanding to new markets and our exports business, entering
into agreements with distributors and retailers and building relationships with our customers, investors and lenders.

In order to boost the market penetration, we utilize, general trade channels that include smaller retail stores, together with
certain online platforms for our sales. We have an extensive sales and distribution network, which covers 60K plus retail
outlets spread across select states in North India. We undertake several marketing and promotional activities to promote our
brands and increase our sales volumes. Our marketing initiatives include advertising in the print and electronic media,
promoting our brands through tie-ups and outdoor promotional activities directed at retail consumers. We believe our
strong brand presence and extensive sales and distribution network in the NCR, Rajasthan, Uttar Pradesh and Haryana
enable us to cater to diverse customer requirements and grow our business effectively.

Modern production facilities with emphasis on quality

We own and operate [two] milk processing facilities, one in Uttar Pradesh and the other in Haryana. In addition, we utilize
[four] milk processing facilities, with one located in Rajasthan and three located in Uttar Pradesh, on a [leasehold basis].
We had an aggregate milk processing capacity of [4.3] million litres per day across our owned and leased processing
facilities. We endeavour to implement high quality standards at our milk processing facilities and are committed to
ensuring consumer safety at all stages of our procurement, processing and production cycle.

We have a unit dedicated primarily to the production and manufacture of value-added products, with a capacity of [0.9]
million litres per day, at our milk processing facility at Softa, Haryana. This unit is highly automated and equipped with
modern machinery and quality control systems and includes a research and development and testing laboratory. In addition,
we have implemented several systems and processes across our operations that assist us in monitoring and controlling
quality in our product life-cycle, such as daily quality indexing, food safety certifications, quality audits, vendor quality
improvement programs, trials and new product quality assessments are implemented across our business operations.
Further, we have some dedicated internal quality control team members. This team is responsible for ensuring compliance
with good manufacturing practice guidelines in India.
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We have received several quality certifications for our products and production facilities, including certification from
FSSALI for milk and cream, skimmed milk powder, butter, curd, butter milk and ghee, the AGMARK quality certification
from the Government of India for ghee, and the ISI quality mark from the Government of India for skimmed milk powder
and whole milk powder. We regularly test our products for shelf life, longevity and overall quality under a wide range of
environmental conditions. In order to produce and process quality milk products at international standards, our standards
for food safety are based on codex standards for hazard analysis and critical control points (“HACCP”) to ensure safe and
quality products for consumers and also, we have obtained ISO 22000:2005 and HACCP-IS:15000 certifications.]

Experienced Management team

Our Company has an experienced management team. The team has demonstrated ability to manage and grow our
operations organically in our key geographical areas. Further, we believe that the managements experience has played a
crucial role in the growth and development of our business. Their experience has helped us develop relationships with our
vendors including farmers for the procurement of milk, institutional customers and our dealers and distributors. In addition,
our Promoter and key managerial personnel have enabled us to develop an optimized procurement model and an extensive
marketing and sales network. We believe that our management team of qualified and experienced professionals enables us
to identify new avenues of growth and helps us to implement our business strategies in an efficient manner and to continue
to enhance our product offerings.

Grow our value-added product portfolio

We intend to focus on research and development to distinguish ourselves from our competitors and to enable us to
introduce new value-added products based on consumer preferences and demand. We regularly assess consumer demand,
evolving market preferences and medical and nutritional aspects of products in order to evaluate the feasibility of potential
and new product introductions. We have established a unit at our milk processing facility in Haryana dedicated primarily to
the production and manufacture of value-added products such as flavoured milk, UHT milk and cream in tetra-packs. This
unit includes a modern research, development and testing laboratory. We intend to increase the share of our value-added
product portfolio, which we believe offers us higher profit margins, by leveraging our milk processing capabilities at our
unit in Haryana.

Further, we intend to focus on the increasing need for health and specialty products, by expanding our product portfolio to
include such products. We launched flavoured milk along with long shelf products range in TETRA pack Milk, Cream,
lassi & buttermilk under our ‘KDIL’s Kwality’ brand in FY 2018, which is fortified with vitamin A and vitamin D. We
intend to utilize our existing distribution and supply network, and add alternate channels, in order to effectively distribute
our value-added products to target retail consumers. We intend to leverage our existing brand recognition and consumer
loyalty in key geographical regions and with retail consumers in such regions, in order to increase sales of our value-added
products. Further, as part of our growth strategy, we intend to continue to invest in increasing our manufacturing capacities
for our existing value-added products as well as enhance manufacturing capabilities for new products, particularly high
margin products.

Increase sales to retail consumers

Revenue from sales to institutional customers have historically formed a higher portion of our total revenues than sales to
retail consumers. However, we have endeavored to grow our sales to retail consumers in recent years. Revenue from sales
to retail consumers constitutes 42% for financial years 2017-18, for 40% 2016-17 respectively. We intend to continue to
focus on growing our retail products business and enhance our distribution network with an emphasis on modern trade
channels such as super-markets and hyper-markets as well as concept stores, home delivery agent networks, online
platforms and hyper-local online delivery services, which are targeted at retail consumers.

Further, we believe that increased brand recognition is a critical sales driver in the competitive dairy industry. In order to
grow our sales to retail consumers we launched a formal brand-building initiative in September 2016. We intend to
continue to enhance the brand recall of our products through strategic branding initiatives, including through the use of
film, television, radio and social media as well as through consumer engagement programs. The advertisement and brand
building expenses towards advertising and marketing initiatives were with a view to increase brand recall and capture the
demand from the retail segment. As part of our brand positioning initiatives, we have also engaged renowned celebrities
from the Indian film industry to act as brand ambassadors for our products. We have also engaged reputed agencies to
develop advertisements, to manage public relations and social marketing and to undertake extensive consumer and market
research, in order to gauge the various aspects of a product and plan our marketing campaigns. We intend to continue our
brand building measures by introducing strategic marketing initiatives and consumer engagement programs in the future.
We also intend to target retail consumers in new markets and geographies in India, leveraging our brand recognition.
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Increase direct milk procurement

We require raw milk for all our manufacturing operations, which we procure from third-party aggregators as well as direct
procurement from farmers through our procurement network. As we continue to evolve our product portfolio and introduce
a variety of value-added products, it is critical for us to ensure consistent quality and taste. Over the years, we have
endeavoured to increase the supply of milk directly from farmers through our procurement network. For the financial year
2015, direct supply from farmers constituted 12% of our total milk requirements, with third-party aggregators providing the
remainder; while, during the year 2017-18 we procured 26% and 74%, respectively, of our milk requirements directly from
farmers, with the remainder in each period being sourced from third-party aggregators. We believe direct procurement from
farmers allows to obtain fresher and better-quality milk for our manufacturing operations. We intend to continue to increase
our direct procurement from farmers to approximately 50% of our milk requirements over the next three years.

We intend to expand our direct procurement network by adding village level collection centres, automated milk collection
units and milk chilling centres in Rajasthan, Haryana and Uttar Pradesh. In order to enhance our association with farmers,
we intend to continue undertaking various initiatives and providing incentives, including veterinarian support, subsidized
animal feed, annual vaccinations and outreach and education programs, together with financial support programs, such as
our memorandum of understanding entered into with the Bank of Baroda for the provision of loans to farmers.

Improve operational efficiencies

We intend to continue to increase our operational efficiencies to strengthen our competitive position through the following
measures, among others:

e Continued adoption of best practices in line with international standards across our production facilities, drawing on
our management’s expertise and experience, in order to reduce our operating costs at our production facilities;

e Continue to leverage our technological and research and development capabilities to effectively manage our
operations, maintain strict operational controls and enhance quality levels;

e Implement energy saving initiatives that are both cost-efficient and environmentally friendly and identify focus areas
for reducing energy and water consumption per liter of milk processed, reducing milk and solid wastage and
decreasing emission levels, as part of environmental, health safety and energy certifications]

e Invest in our in-house technology capabilities to develop customized systems and processes to achieve higher
efficiencies; and

e Improve staff productivity and efficiency to reduce payroll costs through the use of new technology, streamlined
management systems, comprehensive training and performance-linked compensation.

DESCRIPTION OF OUR BUSINESS
Our Business and Operations
Our Product Portfolio

We manufacture and sell a diverse range of dairy products to institutional customers as well as under various brands to
retail consumers. Revenue from sales to institutional customers have historically formed a higher portion of our total
revenues than sales to retail consumers. However, we have endeavored to grow our sales to retail consumers in recent
years.

Products sold to institutional customers

Our product portfolio sold to institutional customers comprises of dairy-based ingredients, such as skimmed milk powder,
whole milk powder, dairy creamers and butter, which are used in the production of milk and food products, such as dairy
creamers, skimmed milk powder, whole milk powder, Bulk Ghee and, which are used as raw material for manufacture of
biscuits and ice-cream, chocolates by our institutional customers. Institutional consumers sell the finished product under
their own brands.

Revenue from sales to institutional customers represented 58%, 60% and 68% of our total revenues during the last three
financial years i.e. 2018, 2017, 2016 respectively.
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Products sold to retail consumers

We produce and sell a range of milk and other dairy products to retail consumers under our ‘KDIL’s Kwality’ brand,
together with sub-brands such as ‘Dairy Best’, ‘Kream Kountry’, LivLite, ‘Dairy Best Wake Up’ and ‘Meera Premium’.
The table below details our retail products portfolio:

Product
Category

Variants/ Flavors

Stock Keeping Units

Milk

Full Cream milk

Poly pouch: 200 ml, 500 ml, 1

liter and 6 liters

Toned milk

Poly pouch: 200 ml, 500 ml, 1

liter and 6 liters

Double toned milk

Poly pouch: 200 ml, 500 ml, 1

liter

Standard milk

Poly pouch: 500 ml

Milk
Powder

Skimmed milk powder

Pouch: 500 g and 1 kg
Bag: 25 kg

Whole milk powder

Pouch: 1 kg
Bag: 25 kg

Dairy Whitener

Pouch: 3 g, 5g, 10 g, 28 g, 200 g,
250 g, 500 g and 1 kg
Bag: 25 kg

Curd
Buttermilk

and

Curd

Cup: 80 g, 100g, 200 g and 400 g
Poly pouch: 200 g, 400 g and 1 kg
Low fat poly pouch: 200 g and 1
kg

Buttermilk
Butter Milk Masala

Poly pouch: 500 ml
Poly Pouch: 400 ml

Ghee

Pure Ghee

CEKA/RT-pack: 200 ml, 500 ml
and 1 liter

Poly pouch: 500 ml and 1 liter
Tin container: 500 ml, 1 liter, 2-
liter, 5 liter and 15 Kg

Poly jar: 200 ml, 500 ml, 1 liter, 2
liters and 5 liters

Poly bucket: 15 liters

Cow Ghee

Tetra-pack: 200 ml, 500 ml and 1
liter

Poly jar: 200 ml, 500 ml, 1 liter, 2
liters and 5 liters, and 15 Kg Tin

‘LivLite’ — Low Cholesterol Ghee

Tetra-pack: 1 liter
Tin container: 1 liter

Bulk Butter

20 Kg and 25 Kg

Value-Added
Products

UHT milk

TETRA pack 200ml, & 1 litre

Fortified and flavored milk in the flavors of cardamom (elaichi),
saffron (kesar), almond (badam), butterscotch, Thandai,
Chocolate and coffee.

Pet bottles 200 ml

Cream Tetra pack 200 ml and 1 litre
Lassi Tetra Pack 200 ml
Buttermilk Tetra Pack 200 ml

Our Production Facilities

We own and operate two milk processing facilities, one in Uttar Pradesh and the other in Haryana. In addition, we utilize
four milk processing facilities, with one located in Rajasthan and three located in Uttar Pradesh, on a leasehold basis. As of
March 31, 2018, we had an aggregate milk processing capacity of 4.3 million liters per day across our owned and leased
processing facilities. The following table provides an overview of our production facilities:
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. Owned or A q

Location Leased Description of Operations
Softa Harvana The products produced at the Softa facility are pasteurized milk, skimmed milk

L0 Yaha: | Owned powder, whole milk powder, dairy whitener, ghee, butter, curd, buttermilk and
India

value-added products.

Dibai, Uttar Pradesh, The products produced at the Dibai facility are skimmed milk powder, whole milk

. Owned . .
India powder and dairy whitener.
Saharanpur,  Uttar Leased The products produced at the Saharanpur facility are pasteurized milk, skimmed
Pradesh, India' milk powder, whole milk powder, dairy whitener, ghee and butter.
Jarar, Uttar Pradesh, | Leased The products produced at the Jarar facility are skimmed milk powder, whole milk
India’ powder, dairy whitener, ghee and butter.
Sitapur, Uttar | Leased . e . .
Pradesh, India® The Sitapur facility is used to produce skimmed milk powder.
Ajmer, Rajasthan, | Leased The products produced at the Ajmer facility are pasteurized milk, ghee, butter, curd
India* and buttermilk.

An additional unit at Softa, Haryana has been dedicated primarily to the production and manufacture of value-added
products such as flavored milk, UHT milk and cream in tetra-packs which became operational in February, 2017. This unit
is highly automated and equipped with modern machinery and quality control systems and includes a research,
development and testing laboratory. Our facility at Dibai, Uttar Pradesh is primary engaged in production of skimmed milk
powder, whole milk powder and dairy whitener.

We have implemented several systems and processes across our operations that assist us in monitoring and controlling
quality in our product life-cycle, such as daily quality indexing, food safety certifications, quality audits, vendor quality
improvement programs, trials and new product quality assessments are implemented across our business operations.
Further, we have a dedicated internal quality control team.

For the refrigeration of our products, we have installed a vapor absorption machine, screw compressor and reciprocating
compressors, all with variable frequency drives. We have also installed homogenizers, separators and pasteurizers for the
processing of milk. We have installed equipment such as continuous butter making machines for the manufacture of butter,
kettles for manufacturing ghee, evaporators and dryers for manufacturing milk powders, sterilization equipment for
manufacturing beverages such as flavored milk and UHT processing and filling machines. The boilers that we operate at
our facilities have variable frequency drives to ensure energy efficiency. Centralized cleaning-in-place units are installed at
all units within our production facilities to ensure proper cleaning of equipment.

Milk Procurement

Raw milk is the key raw material for our manufacturing operations and a continued and sustained availability of good
quality milk at competitive prices is essential to the growth of our business. Our average daily milk procurement for the
financial year 2017-18 was 36 million liters. We follow three distinct models for the procurement of our raw milk
requirements: procurement from third-party aggregators where milk collection is once a day without analysis equipment; a
hybrid procurement model where we provide third-party aggregators with milk analysis equipment and collection is done
twice a day; and direct procurement from farmers where collection is done twice a day at village level collection centres
utilizing automated milk collection units and milk analysis equipment and the milk is subsequently collected at milk
chilling centres.

Our supply chain comprises of procurement from third-party aggregators, as well as direct procurement from
approximately 350,000 farmers through our procurement network. We procure a significant portion of the raw milk
required for our operations from certain contract milk suppliers, with whom we are able to negotiate competitive prices.
During 2017-18 we procured 26% and 74%, respectively, of our milk requirements directly from farmers, with the
remainder in each period being sourced from third-party aggregators.

Our direct procurement network comprises of village level collection centres, village service providers, automated milk
collection units and 29 milk chilling centres, located across 4700 villages in Rajasthan, Haryana and Uttar Pradesh. The
automated milk collection units at the village level evaluate the quality of the milk and provide transparency to the pricing
of milk purchased by us. Each of our facilities develops a pricing policy for the procurement of raw milk, which is
dependent on factors such as the market price of raw milk and the fat and solid non-fat content of milk.

Logistics and Transportation to Facilities

We have vehicles which collect raw milk from village level collection centres at prescheduled times and deliver the
collected milk to milk chilling centres. The raw milk is tested at the time of procurement in accordance with our quality
control procedures. Further, the route of a typical collection vehicle is designed to ensure that the raw milk reaches milk
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chilling centres within a few hours of collection. The raw milk collected at milk chilling centres is dispatched to all our
production facilities in vehicles which have insulated storage capacities. Upon arrival at our facilities, the raw milk is tested
for quality by the members of our dedicated quality assurance team.

Other Raw Materials
Power and Water

Our manufacturing operations require a significant amount of power and water and we also require power to refrigerate and
store our products at low temperatures. We depend on State electricity supply for our power requirements and we use fuel-
based generators to meet exigencies to ensure that our facilities are operational during power failures. We have set up water
treatment facilities at our facilities, which are equipped with reverse osmosis, de-mineralization, aero-polishing and
softener units.

Quality Control

We are committed to maintain quality standards and consumer food safety in all steps of our procurement, processing and
production cycle. We ensure that quality processes are utilized in various facets of the supply chain, such as daily quality
indexing, food safety certifications, quality audits, vendor quality improvement program, regulatory processes, training and
new product quality tracking. We have a dedicated quality assurance team, which ensures compliance with internal quality
standards and that personnel working in all our departments, ranging from procurement to sales and marketing, are
adequately trained. Our trained quality assurance inspectors maintain samples and thorough specification documentation
for each of our products offered. To ensure compliance with our quality management systems and statutory and regulatory
compliance, our quality assurance team is equipped to train our staff on updates in quality, regulatory and statutory
standards. We have implemented health and safety standards at our facilities and we regularly train our employees to ensure
compliance with these standards.

We procure milk from farmers and milk chilling centres. At village collection centres and chilling centres, quality checks
are conducted and milk is tested for fat and solid non-fat content. We regularly test our products for shelf life, longevity and
overall quality under a wide range of environmental conditions. Tests are also conducted to check for odours, freshness of
milk, the general consistency, colour and taste and for water or oil contamination. We engage third-party logistics providers
to bring the raw milk to our facilities, where we conduct laboratory tests and quality checks. At our facilities, milk is tested
for fat and solid non-fat content, protein and mineral content, bacterial organisms, antibiotics, pesticides, toxins and other
contaminants. We have also implemented stringent quality control standards for third party aggregators. On-site inspections
and routine audits are conducted for such aggregators to ensure consistent supply of quality raw materials.

Further, we maintain our facilities and machinery and conduct our manufacturing operations in compliance with applicable
food safety standards, laws and regulations and our own internal policies. We also inspect product samples at the assembly
line and conduct batch-wise quality inspections on our products to ensure compliance with applicable food safety standards
and laws. We utilize sophisticated sampling techniques and statistical methods to enhance the effectiveness of our quality
assurance procedures. We conduct sample surveys at retail chains where our products are sold to ensure that our products
are properly transported and stored. [We have received several quality certifications for our products and production
facilities, including certification from FSSAI for milk and cream, skimmed milk powder, butter, curd, butter milk and ghee,
the AGMARK quality certification from the Government of India for ghee, and the ISI quality mark from the Government
of India for skimmed milk powder and whole milk powder. In order to produce and process quality milk products at
international standards, our standards for food safety are based on codex standards for HACCP to ensure safe and quality
products for consumers and also, we have obtained ISO 22000:2005 and HACCP-IS:15000 certifications. ]

Research and Development

We have a research and development team based at our Haryana processing facility to support our product development
and process development activities. Our research and development team focusing on introduction of new products in the
market to cater to evolving consumer trends and preferences, with an emphasis on value-added products. For example, we
launched flavoured milk under our ‘KDIL’s Kwality’ brand in FY 2018, which is fortified with vitamin A and vitamin D.
We also conduct research into different composition and ingredients for our processed products, usage of different
packaging material and process development aimed at minimizing losses and reducing process cycle time.

Sales, Marketing and Distribution Network

Our principal markets is North India. We utilize Mom and POP shops general trade channels that include smaller retail
stores, together with certain online platforms like Big Basket, Grofers for our sales. We have an extensive sales and
distribution network, across select states in North India. In order to manage our distribution operations we have developed
three ‘strategic business units’ or divisions, as follows: fresh products division (for pouched milk, dahi or curd, chaach or
buttermilk and paneer), consumer products division (for flavored milk, ghee, cheese, table butter and yoghurts) and
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institutional sales division (for dairy whiteners, skimmed milk powders, whole-milk powders and bulk milk). Each division
is headed by FUNCTIONAL HEAD - A profit manager responsible for its performance.

We undertake several marketing and promotional activities to promote our brands and increase our sales volumes. Our
marketing initiatives include advertising in the print and electronic media, promoting our brands through tie-ups and
outdoor promotional activities directed at retail consumers. We advertise on television, cinemas, radio, print (magazines,
newspapers, and pamphlets), social media and outdoor platforms (bill-boards, signage and hoardings). Our customer
engagement activities include product related offers, events and roadshows in residential complexes, health and fitness
centres, and commercial complexes including malls, door-to-door sample distribution, and promotional campaigns. We also
undertake dealer and retailer level branding and periodic promotional schemes during festivals. For our retail outlets these
include activities such as in-shop branding with posters, visible promotional materials such as posters and stand-boards. For
our third-party distributors we periodically distribute samples, promotional materials and offer promotional schemes during
festivals.

We carry out periodic assessments our brand reputation and the impact and reception of new products launched by us to
understand the impact of our marketing campaigns in terms of sales and repeat purchases. The factors assessed include how
customers relate to our brands, our brand awareness and recall and our ability to build affinity for our brands. Our
marketing team develops marketing and distribution strategies for our products and engages in marketing and promotional
activities to promote our brands and increase the sales volumes. As part of our brand positioning initiatives, we have also
engaged certain renowned celebrities from the Indian film industry to act as brand ambassadors for our products. We intend
to continue our brand building measures by introducing strategic marketing initiatives and consumer engagement programs
in the future.

Our Brands

We sell our products to retail consumers under multiple brands viz ‘KDIL’s Kwality’, ‘Dairy Best’, ‘Kream Kountry’,
‘Dairy Best Wake Up’, LivLite and ‘Meera Premium’, which we believe are well recognized and have been developed to
cater to consumers across sections of the market for dairy based food and beverage products.

Our Trading Operations

In addition to our domestic sales, we export dairy products to various across the continents of Asia and Far East Country(s).
Our wholly-owned subsidiary, Kwality Dairy Products, FZE located in Dubai in the United Arab Emirates is engaged in the
international trade of a variety of milk-based products in order to capitalize on the large market for global trade in dairy
products. Kwality Dairy Products, FZE imported dairy products from New Zealand. Revenues generated by Kwality Dairy
Products, FZE accounted for financial year 2017-18 is Rs 594.72 Crores.

Employees and Human Resources

We believe our employees and personnel are one of our most important assets and critical to maintaining our competitive
position in our key geographical markets and the dairy industry. We have 812 employees across our operations as of July
31, 2018.

We consider ourselves to have good relations with our employees. In addition to compensation that includes salary,
allowances (including performance linked bonuses), employee stock options and growth and reward plans, we provide our
employees other benefits which include [insurance coverage, medical reimbursements, yearly leave and retirement
benefits]. [Our employees are currently not members of any trade unions.] Our human resource policies focus on recruiting
talented and qualified personnel, whom we believe integrate well with our current workforce. We have a well-defined
hiring process through a panel interview and other assessment techniques. We provide extensive training and guidance,
endeavoring to create an environment for professional growth. For example, we have instituted learning facilitators who
periodically implement training modules and skill development initiatives for our personnel. We also periodically carry out
engagement surveys in order to seek feedback from our employees.

Seasonality

Our operations are affected by seasonal factors since dairy cows typically produce more milk in temperate weather, and
extreme cold or hot weather could lead to lower than expected production. Our raw milk procurement and production is
therefore higher in the second half of the financial year during the winter months with temperate climate in our milk
procurement region.

Environment, Health and Safety
We aim to comply with applicable environmental, health and safety regulations and other requirements in our operations

and have adopted an environment, energy, occupational health and safety policy that is aimed at complying with legislative
requirements, requirements of our licenses, approvals, various certifications and ensuring the safety of our employees and
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the people working at our facilities or under our management. We have implemented an environmental management system
in compliance with applicable governmental requirements at our facilities. We emphasize sustainable use of natural and
non-renewable resources and regularly assess and attempt to improve operational efficiencies, attempt to minimize
consumption of natural resources and reduce consumption of water, energy and emission of carbon dioxide, even as
production volumes are sought to be maximized. We evaluate new initiatives that could reduce waste and emissions and
actively engage employees to increase awareness about environmental protection and sustainability.

Our Information technology department is continuously making fast progress of all recommendation made by E& Y and
have implemented major suggestions. Better IT processes enabled us to meet the business objectives.

We believe that accidents and health hazards can be significantly reduced through a systematic analysis and control of risks
and by providing appropriate training to our management and our employees. We have implemented work safety measures
to ensure a safe working environment at our facilities and to the general public. Such measures include general guidelines
for health and safety at our offices and manufacturing facilities, such as accident reporting, wearing safety equipment,
maintaining clean and orderly work locations and looking out for and reporting of hazardous situations to supervisors as
part of accident prevention.

Information Technology

We believe that investment in IT infrastructure is essential to improve our operational efficiencies and enhance
productivity, thus keeping in line with our Companies growth plans. We continue to focus on building and improving our
IT capabilities and are in the process of implementing analytics in our procurement processes that could enable us to gain
deeper insights like forecasts of commodity price trends that will help us attain a competitive edge. We have recently
implemented an enterprise resource planning solution, which we believe will help our decision-making processes by
standardizing our processes and supply the tools necessary for our management team in aspects of better performance,
longevity, information on real-time basis and enhanced profitability. The solution is designed to help us in the planning and
management of our production facilities and to assist in the smooth functioning of finance, sales, stores, purchase,
inventory and payroll functions. Our IT capabilities have been developed with an emphasis on automation and with a view
to assist in increasing our sales to retail consumers.

We engaged Ernst and Young LLP to meet the ever-growing demands for IT services. The company felt that strong guiding
principles are to be followed that will allow for the fulfilment of the Division of Information Technology’s mission. It
requires innovative strategic thinking before making technology decisions. To meet the IT challenges, company invested in
IT strategy with objective to improve technology, communication and service for the business. Accordingly, E& Y
prepared the strategic IT roadmap for next 3-5 years and submitted the report. This strategic plan enabled us to explore the
digital technologies which when coupled with organizational, operational, and business model innovation will create new
ways to operate and grow. E& Y strategic plan enabled the company to achieve the goal in these aspects. Company could
realise better IT support, services, systems and resources for the community to achieve the mission. Adopted flexible tools
and software applications, for Business processes. The company could key decisions balance the “Build, Buy or outsource”
for the selection of major IT products, systems and applications, safe, secure and operational IT foundational infrastructure
for current and future technological systems and services, cultivating an IT culture committed to excellence and service.

We have implemented sales force automation to all field force staff. Sales automation is mobile based application. The
application enables us to monitor the performance of sales team but also to capture real time activities in the market. The
Module is our ‘Field-Assist’ module which is a cloud-based module based on data-analytics, in order to assist our sales and
marketing teams to enhance our sales and distribution network. Also, implemented ‘HROne’ software, which is an
automation based human resource information system across departments and functions. The HROne system is designed to
cover key human resources processes including performance management, recruitment, training and development,
management, career and succession planning, and compensation and benefits. Our IT security management framework
deals with protecting business-critical data and assets from unauthorized access, malicious attacks, theft, and unwanted
disclosures. Our information technology resources are hosted at data centres which are subject to appropriate physical and
logical access controls. Our information technology resources such as our network, operating system, firewall, software
license compliance, applications controls are documented, reviewed and audited internally and by external agencies.

Corporate Social Responsibility

We believe our CSR philosophy is comprehensive, as we have endeavoured to integrate our business strategy with the
general wellbeing of our stakeholders. Our CSR activities include productivity enhancement programs, where we undertake
activities such as the supply of feed and feed supplements to farmers, undertake clean milk production campaigns, promote
herbal solutions for animal health and conduct animal health camps. We also promote preventive health care and capacity
building through our farmer induction program, herbal medicine knowledge symposiums and training programs.
Furthermore, in order to promote dairy farming as a sustainable source of livelihood and reach a large number of dairy
farmers, we have designed a mass media campaign, “Grameen Samvad Karyakram”.
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We are also engaged in promoting women entrepreneurship programs. Our CSR Committee is responsible for formulating
and recommending CSR policies and undertaking CSR activities.

Competition

The dairy industry is growing industry, it provides opportunities for all players to flourish and establish. The dairy industry
still dominated by unorganized market, which constitutes more than 74%. According to IMARC report, with the rise in
India’s population, the market for milk and dairy products is growing at a fast pace. This has led to the entry of several new
players, resulting in a competitive market environment. Our products compete with local retailers, non-branded milk
products, economy brands and products of other established brands. Further, there is a large unorganized market for milk
and dairy products, which caters to a significant portion of the demand in both metropolitan and rural areas.

Awards and Accolades:

In recent times, company was recognized with awards in the space of Information technology & Human Resources for
introducing IT enablement and new initiatives. To name a few, IT Department received 5 awards of which Best CISO of
the Year Award, 2018, Top 100 InfoSec Maestros Award 2018, Economic times CIO 100 Award. HR team and also
recipient of Delhi Best Employer Brand Award 2017, 100 HR Super Achievers Award and also Employee Engagement
Leadership Award. Kwality Limited has been ranked at 8th position in India in FMCG (sector wise) & 185th position as in
growth (Revenue wise).

Insurance

Our operations are subject to hazards inherent in manufacturing facilities such as risk of equipment failure, work accidents,
fire, earthquakes, flood and other force majeure events, acts of terrorism and explosions, including hazards that may cause
loss of life, severe damage to and the destruction of property and equipment and environmental damage.

Our principal types of insurance coverage include a cover for all normal risks associated with operations of our business,
including fire, accidents and other natural disasters. We typically maintain standard fire and special perils insurance policies
for our plants and machineries and building at our processing facilities to cover risks such as fire and other ancillary perils.
These insurance policies are generally valid for a year and are renewed annually. Our operations are subject to hazards
inherent in our industry and other force majeure events. This includes hazards that may cause injury and loss of life,
damage and destruction of property, equipment and environmental damage. Not all risks associated with our business and
operations may be insurable, on commercially reasonable terms, or at all. Although we believe that the amount of insurance
currently maintained by us represents an appropriate level of coverage required to sure our business and operations, and is
in accordance with industry standards in India, such insurance may not provide adequate coverage in certain circumstances
and is subject to certain deductibles, exclusions and limits on coverage.

87



FINANCIAL INDEBTEDNESS

NATURE OF LOAN: TERM LOAN/CORPORATE LOAN

Amount
o Date of . . Outstanding as on
Name of Bank/ Institution it Sanctioned Disbursed 31.03.2018
(Rs. in Crore)
IFCI Limited (Corporate Loan I) 18-Mar-15 100.00 100.00 49.94
Aditya Birla Fin. (TL-T) 30-Jul-15 20.00 20.00 11.33
Aditya Birla Fin (TL-II) 09-Mar-16 15.00 15.00 13.43
KarurVysya Bank 16-Nov-15 30.00 30.00 20.14
Hero Fincorp Limited 30-Oct-15 35.00 35.00 21.31
Mabhindra & Mahindra Financial Services Ltd 04-May-16 20.00 20.00 11.93
(TL-T)
Mahindra & Mahindra Financial Services Ltd 29-Jun-17 2500 25.00 2142
(TL-IT)
STCI Finance Ltd 07-Aug-17 50.00 50.00 49.87
SICOM Limited 15-Dec-17 25.00 25.00 25.00
Woori Bank 01-Feb-18 19.00 19.00 18.93
Union Bank of India (UK) Limited” (TL-I) 25-Nov-15 9.00MnUSD | 9.00MnUSD 8.52MnUSD
Union Bank of India (UK) Limited” (TL-II) 21-Sep-16 5.00MnUSD [ 5.00MnUSD 4.96MnUSD
KKR India Financial Services Pvt Ltd -TL 28-Jun-16 200.00 200.00 195.31
KKR India Financial Services Pvt Ltd -NCD 28-Jun-16 100.00 100.00 97.68
IFCI Limited (Corporate Loan II) 28-Feb-18 100.00 50.00 49.51
Vehicle Loan from Banks/FIs - - - 2.75
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NATURE OF LOAN: WORKING CAPITAL

Sanctioned Limits

Amount Outstanding

Bank, Syndicate Bank, Central Bank of India,
Dhanlakshmi Bank and IDBI Bank

RO Facility (Rs. In Crores) as on 31.03.2018
BOI Consortium consisting of Bank of India
(Lead Bank),Bank of Baroda, Andhra Bank, Fund and Non Fund
Allahabad Bank, Corporation Bank, Canara u . un 1126.43 1023.98
Based Working capital
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BOARD OF DIRECTORS AND SENIOR MANAGEMENT

The composition of our Board of Directors is governed by the provisions of the Companies Act, 2013 the rules prescribed
there under, the SEBI Listing Regulations and the Articles of Association. The Articles of Association provide that the
number of directors shall not be less than 3 and more than 12 unless otherwise approved by the shareholders in a general
meeting. We currently have 6 (six) Directors on our Board comprising of 3 (three) Executive Directors, and 3 (three) Non-
Executive Non-Independent Director.

Pursuant to the provisions of the Companies Act, 2013, at least two-thirds of the total numbers of Directors, excluding the
Independent Directors, are liable to retire by rotation, with one-third of such number retiring at each AGM. The nominee
Directors are non-rotational directors. A retiring Director is eligible for re-election. Further, pursuant to the Companies Act
2013, the independent directors may be appointed for a maximum of two consecutive terms of up to five consecutive years
each and thereafter have a cooling off period of three years prior to re-appointment. Any re-appointment of independent
directors shall be on the basis of, inter alia, the performance evaluation report and approval by the shareholders of our

Company, by way of a special resolution.

The following table sets forth details regarding our Board as of the date of this Preliminary Placement Document:

Sr Name 5 Age
N(; Nationality, (in Designation DIN Term Address
: Occupation years)
Dr. Rattan Sagar
Khanna
. Chairman and . 1153, Sector-28,
1. Natllonallty: 73 Non-Executive 03073914 Five years from Faridabad, ~ Haryana-
Indian Independent August 12, 2014
. 121001
Director
Occupation:
Professional
Sanjay Dhingra
Nationality: . House No - 14, Ground
Indian Managing Five years from Floor,, Road No - 8
2. 47 . 00025376 September 30, L i
Director 2013 PunJa}bl Bagh, New
Delhi, 110026
Occupation:
Business
Manjit Dahiya
Nationality: . ‘ H No. 41 157 , Near
3 Indian 55 Whple-tlme 07182188 Five years from Community  Center,
’ Director May 12, 2015 Sector 10-A, Gurgaon,
Occupation: Haryana-122001
Professional
Dr. Kuldeep
Sha{ma . Flat No. 333, Plot No.
Nationality: .
Indian Whole-time Five years from 15,Great India
4, 65 . 07689428 Apartments, Dwarka,
Director October 25, 2017. .
Sec-6, New  Delhi-
Occupation: 110016
Professional
Ms. Swati
Charurvedi
Nationality: . C-0004, Home-121,
5 Indian 4 NIOIgExe%utwe 03187298 Five Years from Sector-121, Gautam
: nDif:C‘io‘:m July28,2018. | Budh Nagar, Noida-
201301, Uttar Pradesh
Occupation:
Professional
6. Mr. Akhilesh | 42 Non-Executive | 08210752 Five years from | 91 G, III rd Floor, R-
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Name 5 Age
Nationality, (in Designation DIN Term Address
QOccupation years)

Sr.
No.

Kumar Mishra Independent September 01, | Block, Dilshad Garden,
Director 2018 New Delhi-110095
Nationality:
Indian

Occupation:
Professional

Brief Profile of the Directors
Mr. Rattan Sagar Khanna, Independent Director

Mr. Rattan Sagar Khanna (DIN: 03073914), aged about 73 years, is an Independent and Non-Executive Director of the
Company. He has a number of educational achievements to his name, including a Bachelor of Veterinary Science and
Animal Husbandry degree from Punjab Agricultural University, a Masters of Science (with Honors) degree from Punjab
Agricultural University. He holds a postgraduate diploma in Semen Freezing, Andrology and Gynaecology from the Royal
Veterinary and Agriculture University, Copenhagen, Denmark, a postgraduate diploma in Farm and Science journalism
from the Institute of Farm & Science Journalism, New Delhi. He has also done courses related to management and business
studies from IIM, Bangalore, M.S. University of Baroda and the National Productivity Council, New Delhi. He has also
attended and participated in various symposiums related to the dairy industry and is a CEC Member of Indian Dairy
Association. He has been associated with our Company since 2014 and before joining our Company, he was associated
with numerous other reputed organizations.

Mr. Sanjay Dhingra, Executive- Managing Director

Mr. Sanjay Dhingra (DIN: 00025376), aged around 47 years, is the Managing Director of the Company. Kwality Limited is
managed by the Board of Directors headed by Shri Sanjay Dhingra He is having rich experience over two decades in
diversified activities such as Manufacturing, Trading & International Marketing in the FMCG sector. He has led the group's
activities from the front. It is his visionary attributes that has manifested in the expansion of the business and enlargement
of the value chain both in upstream and downstream sectors. His business acumen combined with his grass root level
exposure in the FMCG Industry has been instrumental in making Kwality Limited one of the fastest growing companies in
the Dairy Sector. Under his able leadership the company has successfully established itself as a dominant player in the
dairy industry in the country. Shri Sanjay Dhingra was felicitated by then Hon'ble Union Finance Minister Mr. Pranab
Mukherjee for being a successful, self-made industrialist and for his immense contribution to the Dairy sector.

Mr. Manjit Dahiya, Executive-Whole Time Director

Mr. Manjit Dahiya (DIN: 07182188), aged about 55 years, is the Whole Time Director of the Company. He holds a
Bachelor of Science in Dairying degree from Kurukshetra University. He has been associated with our Company since
2015. He is having responsible for bringing lots of reforms in SMP, Ghee, Cheese, Paneer, Dairy Whitener and other dairy
products which prove to be a boon for the company.

Dr. Kuldeep Sharma, Executive- Whole Time Director

Dr. Kuldeep Sharma (DIN: 07689428), aged about 65 years, is the Whole Time Director of the Company. He has over 40
years of experience in knowledge management of scientific and Agricultural/Dairy Journalism, scriptwriting, direction,
compeering and presentation of TV programs and Films pertaining to agriculture, rural development and scientific subjects.
Number of awards have been won by these films.

As a Director of Directorate of Knowledge Management of Agriculture (ICAR), he has been regular in writing his various
books on science and Agriculture including others. More than 80 of his books, bulleitens, reports etc. were edited and
published for ICAR at different places like DKMA(ICAR), IARI(New Delhi) and CPRI(Shimla).

Under Print Media, he has done Revision and printing of ICAR’s most prestigious publication “HANDBOOK OF

AGRICULTURE” (2007), “Handbook of Fisheries and Aquaculture”(2006), Biofertilizer in sustainable agriculture (2006),
Text book of Drainage Engineering (2005).
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Under Electronic Media, he has been involved in Doordarshan’s renowned agricultural program Krishi Darshan as anchor,
script-writer and V/O artist since 1980. He had also active participation in various other programmes like Kissan, Vikas
Kioor, Nayi Raahen, Pariyaavaran among others.

He has also bagged various National and International Awards in Agriculture, Science and Medical Photograph’s, Lifetime
achievement in science writing, Best Script Award for Bailgadi among various others.

Ms. Swati Chaturvedi, Independent Director

Ms. Swati Chaturvedi (DIN- 08187398) , aged 42 years , Qualification B.Com, ACMA ,is a member of the Institute of Cost
accountants of India. She is a Practicing Cost Accountant having more than 10 years of experience in the field of Cost
audit, Internal Audit, Finance & Accounts and Statutory Compliance matters of different segment of domestic industry. She
is a visiting faculty at The Institute of Cost Accountants of India (ICMA) and The Institute of Company Secretaries of India
(ICSI) since the year 2005. She has active role in different capacity in Noida Chapter of the Institute of Cost Accountants
of India and currently holds the position of Secretary in the Management Committee of the Noida Chapter of the Institute
of Cost Accountants of India.

Mr. Akhilesh Kumar Mishra, Independent Director

Mr. Akhilesh Kumar Mishra ( DIN-08210752), aged 42 years, Qualification B.Sc.(Hons), FCS , is a member of The
Institute of Company Secretaries of India. He is having long around two decades significant exposure to all sorts of
Secretarial affairs, legal and statutory compliances under various Acts/ Statutes, including compliances of legislations
relating to NSE, BSE, MCX-SX, MCX, NCDEX, and CDSL.Mr. Mishra had been efficaciously involved in set up of
various corporate entities of national and International stature.

Relationship with Other Directors
None of our Directors are related to each other
Borrowing Powers of our Board.

Our Company has, pursuant to the special resolution passed by the shareholders of the Company dated September 24, 2014
authorized the Board to borrow moneys from time to time, whether as rupee loans, foreign currency loans debentures,
bonds and/ or other instruments or non-fund based facilities or in any other form (apart from temporary loans obtained or to
be obtained from the Company's bankers in the ordinary course of business) from the banks, financial institutions,
investment institutions, mutual funds, trusts or other bodies corporate or from any other source, located in India or abroad,
whether unsecured or secured, on such terms and conditions as may be considered suitable by the Board up to an amount,
the aggregate outstanding of which should not exceed, any given time, % 30,000 million.

Interest of the Directors

All of the independent Directors, and non-executive Directors may be deemed to be interested to the extent of fees payable
to them for attending meetings of our Board or committees thereof, as well as to the extent of reimbursement of expenses,
and the Chairman and the executive Directors of our Company may be deemed to be interested to the extent of
remuneration paid to them for services rendered. Further, our Directors may also be interested in our Company to the extent
of reimbursement of expenses payable to them. The company has also approved payment of commission to the non-
executive directors through special resolution passed in the Annual General Meeting of the company held on September 30,
2015. However the company has not yet make any payment of commission to the non-executive directors.

None of the Directors have any interest in any property acquired by our Company within two years from the date of this
Preliminary Placement Document or proposed to be acquired by our Company.

No sum has been paid or agreed to be paid to our Directors or to firms or companies in which they may be members, in
cash or shares or otherwise by any person either to induce him/her to become, or to qualify him/her as, a Director, or
otherwise for services rendered by him/her or by such firm or company, in connection with the promotion or formation of
our Company.

Except as provided in “Financial Statements” at page 142, and except as disclosed below in this Preliminary Placement
Document, our Company has not entered into any contract, agreement or arrangement during the three Financial Years
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immediately preceding the date of this Preliminary Placement Document, in which any of the Directors are interested,
directly or indirectly, and no payments have been made to them in respect of any such contracts, agreements, arrangements
which are proposed to be made with them.

As on the date of this Preliminary Placement Document, there are no outstanding loans which have been extended by our
Company to any of the Directors. However, the Company has given salary advance to the Directors, as per the Company’s
policy.

As on the date of this Preliminary Placement Document, the Directors of the Company have not advanced any loans to our
Company.

Shareholding of Directors
The following table sets forth the shareholding of the Directors in our Company as on 24th August, 2018:

Name Number of Equity Shares Percent of the issued and paid-up Equity
Share capital (in %)

Mr. Sanjay Dhingra 92461397* 38.31

Mr. Manjit Dahiya 0 Nil

Dr. Kuldeep Sharma 0 Nil

Mr. Rattan Sagar Khanna 0 Nil

Ms. Swati Chaturvedi 0 Nil

Mr. Akhilesh Mishra# 0 Nil

* Out of 92461397 equity shares held by Mr. Sanjay Dhingra, 84736000 equity shares were pledged. Further out of
84736000 equity shares shown as pledge, 18000000 equity shares has been transferred in the respective demat
account of plegdee as a collateral securities.

# Mr. Akhilesh Mishra appointed as director with effect from September 01, 2018.

Terms of appointment of the Executive Director

S.No. | Name Terms of Appointment
1. Mr. Sanjay Dhingra (i) Period of Appointment: Five years with effect from July 14, 2018 to
(Managing Director) July 13, 2023.

(i) Remuneration: Rs. 1,30,20,000 per annum.

(ii) Allowance and Perquisites: In addition to Basic Salary, the
Managing Director will be entitled to allowances and perquisites in the
nature of accommodation (furnished or otherwise) or house rent
allowance in lieu thereof; house maintenance allowance together with
reimbursement of expenses and/ or allowance for utilization of gas,
electricity, water, furnishing and repairs; medical reimbursement;
leave travel concession for self and family including dependents; club
fees, medical insurance and such other perquisites and/or allowance
not exceeding Rs. 10,00,000/- (Rupees Ten Lakhs Only) Per Annum.
The said perquisites and allowance shall be evaluated, wherever
applicable, as per the provisions of Income Tax Act, 1961 or any rules
there under or any statutory modification(s) or re-enactment thereof; in
the absence of any such rules, perquisites and allowances shall be
evaluated at the actual cost.

(iii) Other Benefits: The Managing Director may also eligible to the
following perquisites which shall not be included in the computation of
the ceiling on remuneration specified above:

(a) Company’s contribution to Provident Fund, Superannuation Fund,
and Annuity Fund as per the rules of the Company to the extent these
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rules singly or put together is not taxable under the Income Tax Act,
1961.

(b) Gratuity as per the rules of the company.

(c) Leave with full pay as per the company’s rules.

(d) Encashment of leave at the end of the tenure.

2. Mr. Manjit Dahiya
(Whole Time Director)

(i) Period of Appointment: Five years with effect from May .
(i1) Remuneration: Rs. 43,65,804 per annum.
Other Perquisites:

1. Reimbursement of medical expenses actually incurred for self and
family, subject to a ceiling of *1,250/- p.m.

2. Mediclaim Policy for self and Family as per policy of Company.

3. Leave travel concession/ allowance for self and family as per rules
of the Company.

4. Leave on full pay and allowance, as per the rules of the Company.

5. Benefits of Provident Fund and Pension/ Superannuation Fund, if
provided, however that the contribution to Provident Fund, Pension/
Superannuation Fund will not be considered or included for the
computation of ceilings on perquisites to the extent that these either
singly or put together are not taxable under the Income Tax Act.

6. Gratuity, not exceeding half a month salary for each completed year
of service and as per the rules of the company

7. Conveyance Allowance, reimbursement of car with driver and
maintenance subject to ceiling of "1,600/- p.m.

3. Dr. Kuldeep Sharma
(Whole Time Director)

(i) Period of Appointment: 5 years with effect from October 05, 2017
to October 24, 2022.
(i1) Remuneration: X 14,05,800 per annum.

Other Perquisites:

1. Reimbursement of medical expenses actually incurred for self
and family, subject to a ceiling of Rs.1,250/- p.m.

2. Mediclaim Policy for self and Family as per policy of
Company.

3. Leave travel concession/ allowance for self and family as per
rules of the Company.

4. Leave on full pay and allowance, as per the rules of the
Company.

5. Benefits of Provident Fund and Pension/Superannuation
Fund, if provided, however that the contribution to Provident
Fund, Pension/Superannuation Fund will not be considered or
included for the computation of ceilings on perquisites to the
extent that these either singly or put together are not taxable
under the Income Tax Act.

6. Gratuity, not exceeding half a month salary for each
completed year of service and as per the rules of the company

7. Conveyance Allowance, reimbursement of car with driver
and maintenance subject to ceiling of Rs. 1,600/- p.m.

Payment or benefit to Directors of our Company

The sitting fees/other remuneration paid to our Directors the Financial Years 2018, 2017 and 2016 is as follows:
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Remuneration/ Compensation paid to Executive Directors:

S. No. | Name of Director Remuneration for | Remuneration for | Remuneration for
the Financial | the Financial Year | the Financial Year
Year 2017-18 2016-17 2015-16

1 Mr. Sanjay Dhingra 130.20 130.20 130.20

2 Mr. Manjit Dahiya 44.00 21.17 18.78

3 Dr. Satyendra Kumar 13.81 40.00 19.25

Bhalla'
4 Dr. Kuldeep Sharma’ 6.27 NIL NIL
5 Sidhant Gupta® NIL NIL 8.33

1. Dr. Satyendra Kumar Bhalla resigned from the position of whole-time Director of the Company with effect
from October 25, 2017 and same has been accepted by Board of Directors in its meeting held on dated

October 25, 2017.

2. Mr .Kuldeep Sharma appointed as whole-time Director by Board of Directors of the Company in its meeting
held on dated October 25, 2017.
3. Mpr. Sidhant Gupta resigned from the position of Directorship of the Company with effect from 11 i July, 2018.

2. Remuneration to Non-Executive Directors:

The table below sets forth the details of the aggregate compensation (including sitting fees and commission) paid by our
Company to its non-executive Directors during the current Financial Year and each of the preceding three Financial years:

(X in Lakhs)
S. No. | Name of Director Sitting fees for | Sitting fees for the | Sitting fees for the | Sitting fees for the
the Financial | Financial Year | Financial Year | Financial  Year
Year 2017-18 2016-17 2015-16 2014-15
1 Mr. Sidhant Gupta' 0.60 0.80 833 * 100.00 *
2 Mr. Rattan Sagar 0.50 0.80 1.50 0.80
Khanna
3 Ms. Ankita Mehrotra 0.60 0.70 0.30 NIL
4 Ashok Kumar Gupta® NIL 0.30 NIL NIL
5 Arun Srivastava’ NIL 0.20 1.50 1.30
6 Pinky Singh* NIL NIL 1.20 NIL
Akhilesh Mishra’ NIL NIL NIL NIL
7
1. Mr. Sidhant Gupta resigned from the position of Directorship of the Company with effect from 11" July, 2018.
2. Mpr. Ashok Kumar Gupta resigned from the position of Directorship of the Company with effect from 28" October,
2016.
3. Mr. Arun Srivastava resigned from the position of Directorship of the Company with effect from 14" June, 2016.
4. Ms. Pinky Singh resigned from the position of Directorship of the Company with effect from 23" January, 2016.
5. Mpr. Akhilesh Mishra appointed as director with effect from September 01, 2018.
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Organization Chart of our Company

Board Of Director
I

Managing Director

Legal &
Professional PlantHead
Matters

Chief Financial Company
Officer Secretary

Support Staff Executives Support Staff Support Staff

Key Management Personnel

The following are the Key Management Personnel in the Company as on date of this Preliminary Placement Document:

S.No. | Name Age Designation
1 Mr. Sanjay Dhingra 47 Managing Director
2 Mr. Manjit Dahiya 55 Whole Time Director
3 Dr. Kuldeep Sharma 65 Whole Time Director
4 Mr. Pradeep K. Srivastava 44 Company Secretary and Compliance Officer
5 Mr. Satish Kumar Gupta 64 Chief Financial Officer

For detail resume of Mr. Sanjay Dhingra, Mr. Manjit Dahiya and Dr. Kuldeep Sharma, please refer to page no. 90 of this
Document.

Mr. Pradeep K Srivastava, aged 44 years holds a Bachelor of Law degree from Ch. Charan Singh University, Meerut and
has been a member of the Institute of Company Secretaries of India since 2005. He has been associated with our Company
since 2015. He is having an experience of more than 15 years in the field of legal and secretarial matter. His primary area of
responsibility within the Company is to look after secretarial matter.

Mr. Satish Kumar Gupta, aged about 64 years is Chief Financial Officer of Kwality Limited. He is qualified Chartered
accountant from The Institute of Chartered Accountants of India. Mr. Gupta comes on board with rich experience of over
35 years across various level in Finance & Accounts. Before joining us, he served various companies of repute at several
capacities which includes being CFO (GROUP) with Rimjhim Group, CFO (GROUP) with Hind Group, GM with Havells
India, Director Finance with Scooters India, Paam Pharmaceuticals, Helpage India (NGO) and with Darshan Group etc. He
has overall worked as Director Finance for more than 20 years in various corporates including PSU of Central Govt. of
India & represented the Board.

Shareholding of Key Managerial Personnel as on 24™ August, 2018.

Name Number of Equity Percent of total
Shares number of outstanding
Equity Shares (in %)

Mr. Sanjay Dhingra 92461397* 38.31
Mr. Manjit Dahiya NIL NIL
Dr. Kuldeep Sharma NIL NIL
Mr. Pradeep K Srivastava NIL NIL
Mr. Satish Kumar Gupta NIL N.A
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* Out of 92461397 equity shares held by Mr. Sanjay Dhingra, 84736000 equity shares were pledged. Further out of
84736000 equity shares shown as pledge, 18000000 equity shares has been transferred in the respective demat
account of plegdee as a collateral securities.

Interest of Key Managerial Personnel
The Key Management Personnel of our Company do not have any interest in our Company other than to the extent of the

remuneration, allowances perquisites or benefits to which they are entitled to as per their terms of appointment and the
reimbursement of expenses incurred by them during the ordinary course of business.

Corporate Governance

Our Board presently consists of 6 Directors. In compliance with the requirements of the SEBI Listing Regulations, Our
Board consists of 3 independent Directors. Our Company is in compliance of the provisions in respect of corporate
governance as requirements under Chapter IV of the SEBI Listing Regulations.

Other Confirmations

None of the Directors, Promoters or Key Managerial Personnel and senior management personnel of our Company has any
financial or other material interest in the Issue and there is no effect of such interest as is different from the interest of other

persons.

Neither our Company, nor the Directors or Promoters have ever been identified as willful defaulters by any bank or
financial institution or consortium thereof, in accordance with the guidelines on willful defaulters issued by the RBI.

Neither our Company, nor the Directors or Promoters have been debarred from accessing capital markets under any order
or direction made by the SEBI.

Employee Stock Option Schemes

Our ESOP Plan has been prepared in accordance with the SEBI ESOP Regulations, Companies Act, 2013, and the rules
framed thereunder.

Policy on disclosures and internal procedure for prevention of insider trading

Regulation 9(1) of the SEBI Insider Trading Regulations applies to our Company and its employees and requires our
Company to implement a code of internal procedures and conduct for the prevention of insider trading. Our Company has
implemented a code of conduct for prevention of insider trading in accordance with the SEBI Prohibition of Insider Trading
Regulations, as per which, the Company Secretary of our Company is the Compliance Officer for the purposes of this code.
Related Party Transactions

For details in relation to the related party transactions entered into by our Company during the last three Financial Years,

immediately preceding the year of circulation of this Preliminary Placement Document, see “Financial Statements” on page
142.
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PRINCIPAL SHAREHOLDERS

I.  The following table sets forth the details regarding the shareholding pattern of our Company, as on 24™ August, 2018:

Categ | Categor | Nos. of| No.  of| No. |No. of| Total Sharehold| Number of Voting Rights held| No.  of| Sharehold | Number of| Number  of| Number
ory y of| sharehol| fully of | shares| nos. ing as a| in each class of securities (IX)| Shares | ing, as a| Locked in| Shares of equity
a shareho| ders paid up| Par| underl | shares | % of| Underly | % shares pledged  or| shares
Ider (ID)| (11I) equity tly | ying held total no. ing assuming | (XII) otherwise held in
shares | pai | Deposi|(VII) =| of shares Outstan | full encumbered| demateria
held d- | tory (IV)+(V | (calculat ding conversio (XI111) lized form
a) up | Receip| )+ ed as per| No of Voting Rights Tota| converti | n off No. | Asa| No. Asa| (XIV)
equ| ts (VD) | (VD) SCRR, Class eg:| Cla| Total 1 as| ble convertibl| (a) % of| (a) % of|
ity 1957) X ss a securitie| e total total
shar [z eg: % of| s securities Shar Shar
es As a % of| Y (A+ | (includi | ( as a es es
hel (A+B+C2 B+ | ng percentag held held
d ) o] Warrant| e of| (b) (b)
) s) (X) diluted
share
capital)
Xp=
VID+(X)
As a % of|
(A+B+C2)
A Promote 1 92461397 0 0 92461397 3831 [92461397| 0 |92461397|38.31 0 38.31 0 0 [847360| 91.6 | 92461397
r& 00 4
Promote
r Group
B Public 92618 [14889298( 0 0 14889298 61.69 |14889298( 0 |[14889298|61.69 0 61.69 |51957]3.49 | 66558 | 4.47 | 145489772
5 5 5 5 66 18
C Non 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 0 0 0 0
Promote
- Non
Public
Cl Shares 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 0 0 0 0 0
underlyin
g DRs
C2 Shares 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 0 0 0 0 0
held by
Employe
¢ Trusts
Total 92619 |24,13,54,( 0 0 24,13,54,| 100.00 |[24,13,54,| 0 |24,13,54,]100.0 0 100.00 |519572.15 913918 37.8 | 237951169
382 382 382 382 0 66 18 7

II. The following table sets forth the details regarding the shareholding of the Promoter and Promoter Group as on August 24, 2018:

Category & No. of | No. of |Partl| Nos. of | Total |Shareholdi | Number of Voting Rights No. of |Shareholdin)ber of Number of | Number of
\IName of the |shareholde fully y shares nos. |ng % held in each class of Shares | g,as a% |Locked |Shares pledged|equity shares|
\Shareholders | r(IIl) |paid up |paid-\underlyin| shares |calculated securities Underlying| assuming in shares| or otherwise held in
(1) equity | up g held (V1ljas pe (IX) Outstandin Sull (X1I) encumbered |dematerialize|
shares |equit|Depositor| = ISCRR, 1957 g conversion (X11I) d form
held y Receipts| IV+V+V |As convertible of
v) |share| (VI) I a % of securities | convertible
s held| (A+B+C2) (including | securities (
W) (VIII) — . Warrants) asa
INo of Voting Rights  |Total x) percentage INo Aa/s af INo. (a) |Asa |(XIV)
s a of diluted 00, % of |
Class X | Clas|Total % of share w)| total total
s ¥ Total capital) Share share
Votin = s held s held|
g (VID+(X) as ) ®)
rights % of
A+B+C2
IA1 [Indian
)
a [Individuals 1 0246139| 0 0 02461397| 38.31 9246139 0 9246139 |38.31 0 38.31 0| 0 |8473600(91.64| 92461397
7 7 7 0
Sanjay 9246139 0 0 92461397 38.31 9246139 0 9246139 |38.31 0 38.31 0] 0 |8473600(91.64| 92461397
IDhingra 7 7 7 0
b [HUF 0 0 0 0 0 0 0 0 0 0 0 0 0] 0 0 0 0
c [Central 0 0 0 0 0 0 0 0 0 0 0 0 0] 0 0 0 0
IGovernment/
State
IGovernment(s
d |Financial 0 0 0 0 0 0 0 0 0 0 0 0 0] 0 0 0 0
Institutions/
IBanks
e [Any Other 0 0 0 0 0 0 0 0 0 0 0 0 0] 0 0 0 0
(specity)
f [Body 0 0 0 0 0 0 0 0 0 0 0 0 0] 0 0 0 0
ICorporate
Sub Total Al 1 9246139 0 0 92461397 38.31 9246139 0 9246139 |38.31 0 3831 0| 0 |8473600(91.64| 92461397
7 7 7 0
|JA2 |Foreign
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Individuals
IResident
Individuals/
IForeign
Individuals)

IGovernment 0

[nstitutions

[Foreign
Investor

|Any Other
(specify)

0

0 0

0

0

| [Sub-Total
(A)(Q2)

0

0 0

0 0

0

0

0

0

0

[Total
Shareholdin,
lof Promoter

(ADHAI2)

g

9246139
7

92461397 38.31

7

9246139 0 9246139

7

38.31

38.31 0] 0

0

8473600 91.64

92461397

III. The following table sets forth the details regarding the shareholding of persons belonging to the public category as on August 24, 2018:

Category
& Name of|
the
\Shareholde]
rs

@

Nos. of
isharehold|
er (I1I)

No. of |Partl
Sully |y
paid up |paid-|
equity | up
share s |equit|
lheld (IV)| y
Ishare|

s
held
)

Nos. of
shares
underlyi
ng
Deposito

ry
Receipts
VD

Total |ShareholdilNumber of Voting Rights held| No. of
in each class of securities

nos. ng %
shares |calculate d
held VII| as per

Shares
Underlyin

= SCRR, |No of Voting Rights

Tota

IV+V+V| 1957 |Class X | Clas| Total

1 Asa % of
(A+B+C2)
vir

sY

asa

4
Outstandi
ng

% of |convertibl
Total e
Votin| securities

14

right|\Warr
)

Total

\INumber of

shareholdillLocked in
ng , as a %|shares (XII)

\INumber of Shares|

pledged
otherwise

\WWumber of

lencumbered (XIII)

Gy
shares held
in

of

(including| (asa

Sull No. (a)|As a
conversion % of

total

convertible Share|
securities s held|

(®)

X)

\p

share
capital)
(XI)

of diluted

No. (Not|
applicabl
¢ (@)

7,

Asa

% of
total
shares
held (Nof
applicabl|
e) (b)

ializ
led form
(X1V)

B

)| Institutions

Mutual
(a) |Funds/

42 0

42 0.00

42 0 42

0.00

42

0.00

)

Venture
Capital
(b) |Funds

0

Alternate
Investment|
(c) |Funds

9599771 0

959977 0.40 959977 0 | 959977

0.40

959977

0.40

959977

Foreign
Venture
Capital
(d) | Investors

Foreign
Portfolio
Investros

(e

N

2225140 0
7

2225140 922 2225140

7

=}

2225140
7 7

22251407

9.22

22251407

Matthews
Emerging
Asia Fund

2533204 0

2533204 1.0496 |[1292119
0

o

2533204

1.0344

2533204

Letko
Brosseau
Emerging
Markets
Equity
Fund

1410000 0
0

1410000 5.84 1410000
0 0

=}

1410000
0

14100000

5.84

1,41,00,000

Financial
(f) |Inst/banks

546452 | 0

546452 023 546452 | 0 | 546452

0.24

546452

0.24

546452

Insurance
(g) [Companies|

Provident
Funds/
Pension
(h) |Fund

(i) [Any other

0 0

0 0

0 0 0

0

0

Sub-total
B)1)

2375787( 0
8

2375787 9.84
8

o
o

2375787
8

9.84

2375787
8

9.84

23757878

B(2| Central
Govt /state
Govt/
President

Of India

-
=
S

20000 0

20000 0.01

0 0 [ 20000

0.01

0

20000

Sub-total
B)2)

20000 | 0

20000 0.01

0 0 | 20000

0.01

20000

B(3[Non-
institutions

)_{in
@) ()
Individual-
Holding
Nom. Val.
upto Rs.2
lakhs

88223

7127516 0
6

7127516 29.53 | 7127516
6 6

o

7127516
6

29.53

29.53

534802

0.75

67877095

)
Individual-
Holding
Nom. Val.
Greater
than Rs.2
lakhs

24

8796270 0

8796270 3.64 8796270

o

8796270

3.64

854999

8796720

Any Other

(specity)
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(b)

Nbfc
Registered
With Rbi

(©)

Employees|
Trust

(d)

Overseas
Depository
Holding
DRs

(©)

Any other

Other
Bodies
Corporate

831

3179802
3

3179802
3

13.17

3179802
3

0 3179802
3

13.17

13.17

519576
6

16.34

5253517

16.52

31792881

Bennet
Colemen
And
Company
Limited

3437419

3437419

1.4242

3437419

0 (3437419

1.424

1.4037

21697
62

63.12
18

1267657

Vistra
ITCL Indial
Limited

1302676
6

1302676
6

1302676
6

1302676
6

5.40

13026766

Other-
Trusts

285400

285400

285400

0 [ 285400

0.12

0.12

285400

Other-
Clearing
Members

221

2626170

2626170

2626170

0 12626170

1.09

1.09

2626170

Other
Non-
Resident
Indian
(NRI)-Non|
Repatariab
le

327

1254298

1254298

1254298

0 [1254298

0.52

0.52

1254298

Other
Non-
Resident
Indian
(NRD)-
Repatariab
le

962

3566503

3566503

1.48

3566503

0 [3566503

1.48

1.48

3566503

Other -
Individual
HUF

1999

3434416

3434416

1.42

3434416

0 (3434416

1.42

1.42

3434416

Other-
IEPF
Authority

2078411

2078411

0.86

2078411

0 [2078411

0.86

0.86

2078411

Sub-total
B)3)

92591

1251151
07

1251151
07

51.84

1251151
07

0 [ 1251151
07

51.84

51.84

51957

6655818

532

121711894

Total
Public
Shareholdi

|ng

92618

1488929
85

1488929
85

61.69

1488929
85

0 [ 1488929
85

61.69

61.69

51957
66

6655818

4.47

145489772
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IV. The following table sets forth the details regarding the shareholding of the non-promoter non-public shareholders as on August 24, 2018

Category & | No. of |No. of|Partly| Nos. of | Total no. |Shareholdi | Number of Voting | No. of Shares| Total Number | Number of Number of
Name of the|shareholde| fully | paid-| shares shares |ng Rights held in each | Underlying |shareholdi\of \Shares lequity shares|
Shareholder| r(II) | paid | up |underlying| held (VII |% calculate| class of securities Outstanding (ng, as a %| Locked in )ledged or held in
s up |equity|\Depository = das per (IX) convertible | assuming |shares (XID) ptherwise dematerializ
a equity|share| Receipts [IV+V+VI)[SCRR, 1957, securities Sfull encumbered ed form
shares|s held|  (VI) As a % of (including |conversion (X11I) (X1v)
held | (V) (A+B+C2) | No of Voting Tota|Warrants) (X) of No.| Asa No. | Asa (Not
a) (V1) Rights las convertible % of | (Not % of | Applicable)
Cla | Clas| Tot| 49 securities total | applica| total
ssX| s Y | al of (as a Share|  ble | shares
Tota |percentage sheld ) held
1 of diluted (Not
Voti share applica
ng capital) ble)
right| (X1
s
1 | Custodian/D| 0) 0] 0] 0f 0f 0.00] 0] 0f 0 0.00] 0.00] 0.00] 0)
R Holder
2 |Employee U 0] 0] 0f 0f 0.00] 0] 0f 0 0.00] 0.00] 0.00] 0)
Benefit
Trust (under
SEBI (Share]
based
2014)
Total 0f 0 0 0 0 0.00] 0 0 0 0.00 0 0.00f 0] 0.00 0/0.00 0f
No
n-Promoter-
Non
Shareholdin
g
V. Details of disclosure made by the trading members holding 1% or more of the total no. of shares of our Company as on August 24, 2018
Name of the trading member Name of the beneficial owner No. of shares held % of total no. of shares Date of reporting by the trading member
NIL NIL NIL NIL NIL
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REGULATIONS AND POLICIES

The following description is a summary of the relevant regulations and policies as prescribed by the Government and
other regulatory bodies that are applicable to our business. The information detailed below has been obtained from
various legislations, including rules and regulations promulgated by regulatory bodies, and the bye laws of the
respective local authorities that are available in the public domain. The regulations set out below may not be exhaustive
and are merely intended to provide gemeral information to the investors and are neither designed nor intended to
substitute for professional legal advice. The statements below are based on the current provisions of Indian law, which
are subject to change or modification by subsequent legislative, regulatory, administrative or judicial decisions.

Key Regulations in Relation to the Milk Production Sector in India:
The Food Safety and Standards Act, 2006 (the “FSSA”)

The FSSA, enacted on August 23, 2006, seeks to consolidate the laws relating to food and establish the Food Safety and
Standards Authority of India (the “FSSAI”) for setting out scientific standards for articles of food and to regulate their
manufacture, storage, distribution, sale and import to ensure availability of safe and wholesome food for human
consumption. The standards prescribed by the FSSAI include specifications for ingredients, contaminants, pesticide
residue, biological hazards and labels. Under section 31 of the FSSA, no person may carry on any food business except
under a license granted by the FSSAI. The FSSA sets forth the requirements for licensing and registering food businesses
in addition to laying down the general principles for safety, responsibilities and liabilities of food business operators. The
enforcement of the FSSA is generally facilitated by ‘state commissioners of food safety’ and other officials at a local
level.

Under section 51 of the FSSA, any person who manufactures food sub-standard food for human consumption is liable to
pay a penalty which may extend up to 5.00 lakh, FSSA has defined sub-standard as, an article of food which doesn’t
meet the specified standards but not so as to render the article of food unsafe. The provisions of the FSSA require every
distributor to be able to identify any food article by its manufacturer, and every seller by its distributor that should be
registered under the FSSA and every entity in the sector is bound to initiate recall procedures if it finds that the food
marketed has violated specified standards. Food business operators are required to ensure that persons in his employment
do not suffer from infectious or contagious diseases. The FSSA also imposes liabilities upon manufacturers, packers,
wholesalers, distributors and sellers requiring them to ensure that inter alia unsafe and misbranded products are sold or
supplied in the market.

In order to address certain specific aspects of the FSSA, the FSSAI has framed several regulations such as the following:
(a) Food Safety and Standards (Contaminants, Toxins and Residues) Regulations, 2011;

(b) Food Safety and Standards (Food Products Standards and Food Additives) Regulations, 2011;

(c) Food Safety and Standards (Licensing and Registration of Food Businesses) Regulation, 2011;

(d) Food Safety and Standards (Packaging and Labelling) Regulations, 2011; and

(e) Food Safety and Standards (Prohibition And Restrictions on Sales) Regulations, 2011.

The FSSAI has also framed the Food Safety and Standards Rules, 2011 (the “FSSR”) which have been operative since
August 5,2011. The FSSR provides the procedure for registration and licensing process for food business and lays down
detailed standards for various food products. The FSSR also sets out the enforcement structure of ‘commissioner of food
safety’, ‘the food safety officer’ and ‘the food analyst’ and procedures of taking extracts, seizure, sampling and analysis.
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Export (Quality Control and Inspection) Act, 1963 (the “EQCI Act”)

The EQCI Act provides for the development of the export trade of India by ensuring quality control by conducting
inspection. Milk and milk products are notified commodities under the EQCI Act and require pre-shipment inspection
and certification by Export Inspection Agencies, as identified under the EQCI Act. The EQCI Act establishes the Export
Inspection Council which advises the Central Government on matters regarding measures for enforcement of quality
control and inspection in respect of commodities intended to be exported. An authorized officer under the EQCI Act has
the power to enter, inspect and search the premises for concealed commodities and books of account providing for penal
consequences in the even of any contravention of the provisions therein.

Export of Milk Products (Quality Control, Inspection and Monitoring) Rules, 2000 (the “Export of Milk Products
Rules”)

The Export of Milk Products Rules was framed under section 17 of the Export (Quality Control and Inspection) Act,
1963. In terms of rule 3 of the Export of Milk Products Rules, the responsibility to ensure that the milk products intended
for export are processed under proper hygienic conditions lies with processors of such milk products. Exporters are
required to meet prescribed health requirements under the Export of Milk Products Rules and to ensure that products
conform to the specifications prescribed by the Central Government.

The Agricultural and Processed Foods Products Export Development Authority Act, 1985 (the “APEDA Act”)

The APEDA Act provides for establishment of Agricultural and Processed Food Products Export Development Authority
(the “APEDA”) for the development and promotion of export of certain agriculture and processed food products. Persons
exporting scheduled products are required to be registered under the APEDA Act and are required to adhere to specified
standards and specifications and to improve their packaging. The APEDA Act provides for imprisonment and monetary
penalties for breach of its provisions.

Further, the Agricultural and Processed Food Products Export Development Authority Rules, 1986 have been framed for
effective implementation of the APEDA Act and provides for the application, grant and cancellation of registration to be
obtained by exporters of agricultural produce.

Legal Metrology Act, 2009 (the “Legal Metrology Act”)

The Legal Metrology Act came into effect on January 14, 2010 and has repealed and replaced the Standards of Weights
and Measures Act, 1976 and the Standards of Weights and Measures (Enforcement) Act, 1985. The Legal Metrology Act
seeks to establish and enforce standards of weights and measures, regulate trade and commerce in weights, measures and
other goods which are sold or distributed by weight, measure or number and for matters connected therewith or
incidental thereto.

The Legal Metrology Act provides that for prescribed specifications for all weights and measures used by an entity to be
based on metric system only. Such weights and measures are required to be verified and re-verified periodically before
usage. Under the provisions of the Legal Metrology Act, pre-packaged commodities are required to bear statutory
declarations and entities are required to obtain a registration of the instruments used before import of any weight or
measure. Approval of model is required before manufacture or import of any weight or measure. Without a license under
the Legal Metrology Act, weights or measures may not be manufactured, sold or repaired.
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Legal Metrology (Packaged Commodities) Rules, 2011 (the “Packaged Commodities Rules”)

The Packaged Commodities Rules was framed under section 52(2) (j) and (q) of the Legal Metrology Act and lays down
specific provisions applicable to packages intended for retail sale, whole sale and for export and import. As per the
amendment to the rules in 2015 all packages are to mandatorily contain details of the persons to whom consumer
complaints are to be addressed. A “pre-packaged commodity” means a commodity which without the purchaser being
present is placed in a package of a pre-determined quantity.

The key provisions of the Packaged Commodities Rules are:

(a) It is illegal to manufacture, pack, sell, import, distribute, deliver, offer, expose or possess for sale any pre-packaged
commodity unless the package is in such standard quantities or number and bears thereon such declarations and
particulars as prescribed;

(b) All pre-packaged commodities must conform to the declarations provided thereon as per the requirement of section
18(1) of the Legal Metrology Act; and

(¢) No pre-packaged commodity shall be packed with error in net quantity beyond the limit prescribed in the first
schedule of the Packaged Commodity Rules.

Bureau of Indian Standards Act, 1986 (the “BIS Act”)

The BIS Act provides for the establishment of a bureau for the standardization, marking and quality certification of
goods. The BIS Act provides for the functions of the bureau which includes, among others (a) recognize as an Indian
standard, any standard established for any article or process by any other institution in India or elsewhere; (b) specify a
standard mark to be called the, Bureau of Indian Standards Certification Mark, which shall be of such design and contain
such particulars as may be prescribed to represent a particular Indian standard; and (c) make such inspection and take
such samples of any material or substance as may be necessary to see whether any article or process in relation to which
the standard mark has been used conforms to the Indian Standard or whether the standard mark has been improperly used
in relation to any article or process with or without a license. The Bureau may grant, renew, suspend or cancel a license
in such manner as may be determined by the BIS (Certification) Regulations, 1988.

Laws Relating to Sale of Goods

The Sale of Goods Act, 1930 (the “Sale of Goods Act”) governs contracts relating to sale of goods in India. The
contracts for sale of goods are subject to the general principles of the law relating to contracts. A contract of sale may be
an absolute one or based on certain conditions. The Sale of Goods Act contains provisions in relation to the essential
aspects of such contracts, including the transfer of ownership of the goods, delivery of goods, rights and duties of the
buyer and seller, remedies for breach of contract and the conditions and warranties implied under a contract for sale of
goods.

Intellectual Property Laws

Certain laws relating to intellectual property rights such as patent protection under the Patents Act, 1970, copyright
protection under the Copyright Act, 1957 trademark protection under the Trade Marks Act, 1999 are also applicable to
us.
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Laws Relating to Employment

The Factories Act, 1948 (the “Factories Act”) defines a “factory” to cover any premises which employs 10 or more
workers and in which manufacturing process is carried on with the aid of power and any premises where there are at least
20 workers, even while there may not be an electrically aided manufacturing process being carried on. State
Governments have the authority to formulate rules in respect matters such as prior submission of plans and their approval
for the establishment of factories and registration and licensing of factories. The Factories Act provides that the person
who has ultimate control over the affairs of the factory and in the case of a company, any one of the directors, must
ensure the health, safety and welfare of all workers. There is a prohibition on employing children below the age of
fourteen years in a factory.

The following is an indicative list of labour laws applicable to the business and operations of Indian companies engaged
in manufacturing activities:

Child Labour (Prohibition and Regulation) Act, 1986;

Contract Labour (Regulation and Abolition) Act, 1970;

Employees” Compensation Act, 1923;

Employees’ Provident Funds and Miscellaneous Provisions Act, 1952;
Employees’ State Insurance Act, 1948;

Industrial Disputes Act, 1947;

Industrial Employment (Standing Orders) Act, 1946;

Inter-State Migrant Workmen (Regulation of Employment and Conditions of Service) Act, 1979;
Maternity Benefit Act, 1961;

Minimum Wages Act, 1948;

Motor Transport Workers Act, 1961;

Payment of Bonus Act, 1965;

Payment of Gratuity Act, 1972;

Payment of Wages Act, 1936;

Trade Union Act, 1926; and

Workmen’s Compensation Act, 1923.
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ISSUE PROCEDURE

Below is a summary intended to present a general outline of the procedure relating to the bidding, application payment,
Allocation and Allotment of the Equity Shares The procedure followed in the Issue may differ from the one mentioned
below and the investors are assumed to have apprised themselves of the same from the Company or the Book Running
Lead Manager. The prospective investors that apply in the Issue will be required to confirm and will be deemed to have
represented to our Company, the Book Running Lead Managers and their respective directors, officers, shareholders,
employees, councils, advisors, agents, affiliates and representatives that they are eligible under all applicable laws,
rules, regulations, guidelines and approvals to acquire the Equity Shares. Our Company and the Book Running Lead
Managers, and their respective directors, officers, shareholders, employees, councils, advisors, agents, affiliates and
representatives accept no responsibility or liability for advising any prospective investor on whether such prospective
investor is eligible to acquire the Equity Shares. The investors are advised to inform themselves of any restrictions or
limitations that may be applicable to them. Please see “Selling, Restrictions” and “Transfer Restrictions” on pages 118
and 119 respectively, of this Preliminary Placement Document.

Qualified Institutions Placement

The Issue is being made to QIBs in reliance upon Chapter VIII of the SEBI (ICDR) Regulations and Sections 42 and 62
of the Companies Act 2013 and the rules issued thereunder, through the mechanism of QIP. Under Chapter VIII of the
SEBI (ICDR) Regulations and Sections 42 and 62 of the Companies Act 2013 read with Rule 14 of the PAS Rules, a
company may issue equity shares to QIBs provided that certain conditions are met by the company. Some of these
conditions are set out below:

o the shareholders of the issuer have passed a special resolution approving such QIP. Such special resolution must
specify (a) that the Allotment of securities is proposed to be made pursuant to the QIP; and (b) the relevant date;

e equity shares of the same class of such issuer, which are proposed to be Allotted through the QIP, are listed on a
recognised stock exchange in India having nation-wide trading terminals for a period of at least one year prior to the
date of issuance of notice to its shareholders for convening the meeting to pass the abovementioned special
resolution;

e the aggregate of the proposed issue and all previous QIPs made by the issuer in the same financial year does not
exceed five times the net worth (as defined in the SEBI Regulations) of the issuer as per the audited balance sheet of
the previous financial year;

e the issuer shall be in compliance with the minimum public shareholding requirements set out in the SCRR,;

e the issuer shall have completed Allotments with respect to any prior offer or invitation made earlier by the issuer and
shall have withdrawn or abandoned any such invitation or offer made by the issuer;

o the issuer shall offer to each Allottee at least such number of the securities in the issue which would aggregate to at
least ¥ 20,000 calculated at the face value of the securities;

o the explanatory statement to the notice to the shareholders for convening the general meeting must disclose the basis
or justification for the price (including premium, if any) at which the offer or invitation is being made;

e the offer must not be to more than 200 persons in a financial year. However, an offer to QIBs will not be subject to
this limit of 200 persons prior to circulating the private placement offer letter, the issuer must prepare and record a
list of QIBs to whom the offer will be made. The offer must be made only to such persons whose names are recorded
by the issuer prior to the invitation to subscribe;

e the offer must be made through a private placement offer letter and an application form serially numbered and
addressed specifically to the QIB to whom the offer is made, and sent within 30 days of recording the names of such
QIBs;

e the payment to be made for subscription to the Equity Shares shall be made from the bank account of the person
subscribing to such securities and in case of securities to be held by joint holders, the payment for subscription to the
securities shall be paid from the bank account of the person whose name appears first in the application;

e atleast 10% of the equity shares issued to QIBs must be Allotted to Mutual Funds, provided that, if such portion to
be Allotted to Mutual Funds, or any part thereof, remains unsubscribed, it may be Allotted to other QIBs;

e investors are not allowed to withdraw their Bids after the Bid/Issue Closing Date;

e additionally, there is a minimum pricing requirement under the SEBI Regulations. The floor price of the equity
shares issued under the QIP shall not be less than the average of the weekly high and low of the closing prices of the
issuer’s Equity Shares of the same class quoted on the stock exchange during the two weeks preceding the relevant
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date. However, a discount of up to 5% of the floor price is permitted in accordance with the provisions of the SEBI
Regulations, subject to approval from the shareholders of the Company;

e securities Allotted to a QIB pursuant to a QIP shall not be sold for a period of one year from the date of Allotment
except on the floor of a recognized stock exchange in India. Allotments made to FVCls, VCFs and AIFs in the Issue
are subject to the rules and regulations that are applicable to them, including in relation to lock-in requirements; and

Equity Shares must be allotted within 12 months from the date of the shareholders’ resolution approving the QIP and also
within 60 days from the date of receipt of subscription money from the successful Bidders. For details of refund of
application money, see “Issue Procedure — Pricing and Allocation — Designated Date and Allotment of Equity Shares” on
page 106.

The Equity Shares issued pursuant to the QIP must be issued on the basis of the Preliminary Placement Document and
this Preliminary Placement Document that shall contain all material information including the information specified in
Schedule XVIII of the SEBI Regulations and the requirements prescribed under Form PAS-4. The Preliminary
Placement Document and this Preliminary Placement Document are private documents provided to only select
prospective investors through serially numbered copies and are required to be placed on the website of the concerned
Stock Exchanges and of our Company with a disclaimer to the effect that it is in connection with an issue to QIBs and no
offer is being made to the public or to any other category of prospective investors.

The minimum number of Allottees for each QIP shall not be less than:

e two, where the issue size is less than or equal to % 2,500.0 Million; and
e five, where the issue size is greater than % 2,500.0 Million.

No single Allottee shall be allotted more than 50% of the issue size or less than X 20,000 of face value of Equity Shares.
QIBs that belong to the same group or that are under common control shall be deemed to be a single Allottee. For details
of what constitutes “same group” or “common control”, see “- Application Process - Application Form” on page 106

Our Company has applied for and received the in-principle approvals dated September 12, 2018 of BSE and NSE,
respectively under Regulation 28(1) of the SEBI Listing Regulations for the listing of the Equity Shares on the Stock
Exchanges. Our Company has also delivered a copy of the Preliminary Placement Document and this Preliminary
Placement Document to the Stock Exchanges.

Our Company shall also make the requisite filings with the ROC, Stock Exchanges and the SEBI within the stipulated
period as required under applicable laws, including the Companies Act 2013 and the PAS Rules, with respect to the
Issue.

The Issue has been authorized by (i) our Board pursuant to a resolution passed on August 11, 2017 and September 12,
2018 and (ii) the shareholders of our Company through the resolution passed on September 29. 2017. Equity Shares
Allotted to QIBs pursuant to the Issue shall not be sold for a period of one year from the date of the Allotment, except on
the floor of the Stock Exchanges.

Equity Shares Allotted to QIBs pursuant to the Issue shall not be sold for a period of one year from the date of the
Allotment, except on the floor of the Stock Exchanges.

The Equity Shares have not been and will not be registered under the Securities Act, and may not be offered or
sold within the United States except pursuant to an exemption from, or in a transaction not subject to, the
registration requirements of the Securities Act and applicable state securities laws. Accordingly, the Equity
Shares are being offered and sold by the Company (a) in the United States only to persons reasonably believed to
be qualified institutional buyers (as defined in Rule 144A under the Securities Act) pursuant to Section 4(a)(2)
under the Securities Act, and (b) outside the United States, in offshore transactions, in reliance on Regulation S
under the Securities Act. For further information, see the sections “Selling Restrictions” and “Transfer
Restrictions” on pages 118 and 119, respectively.
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The Equity Shares have not been and will not be registered, listed or otherwise qualified in any other jurisdiction
outside India and may not be offered or sold, and Bids may not be made by persons in any such jurisdiction,
except in compliance with the applicable laws of such jurisdiction.

Issue Procedure

1. Our Company and the Book Running Lead Managers shall identify QIBs and shall circulate serially numbered copies
of the Preliminary Placement Document and serially numbered Application Forms, either in electronic or physical form
to QIBs, and the Application Form, will be specifically addressed to such QIBs. In terms of Section 42(7) of the
Companies Act 2013, our Company shall maintain complete records of the QIBs to whom the Preliminary Placement
Document and the serially numbered Application Form have been dispatched. Our Company will make the requisite
filings with the ROC and the SEBI within the stipulated time period as required under the Companies Act 2013 and the
PAS Rules.

2. The list of QIBs to whom the Application Form is delivered shall be determined by the Company in consultation with
the Book Running Lead Managers. Unless a serially numbered Preliminary Placement Document along with the serially
numbered Application Form is addressed to a particular QIB, no invitation to subscribe shall be deemed to have been
made to such QIB. Even if such documentation were to come into the possession of any person other than the intended
recipient, no offer or invitation to offer shall be deemed to have been made to such person and any application that does
not comply with this requirement shall be treated as invalid.

3. The Bidders shall submit Bids for, and our Company shall offer to each successful Allottee at least such number of
Equity Shares in the Issue, which would aggregate to at least X 20,000 calculated at the face value of the Equity Shares.

4. QIBs may submit an Application Form, including any revisions thereof, during the Bidding Period to the Book
Running Lead Managers.

5. QIBs will be, inter alia, required to indicate the following in the Application Form:

o full official name of the QIB to whom Equity Shares are to be Allotted;

e number of Equity Shares Bid for;

e price at which they are agreeable to subscribe for the Equity Shares, provided that QIBs may also indicate that
they are agreeable to submit a Bid at “Cut-off Price”; which shall be any price as may be determined by our
Company in consultation with the Book Running Lead Managers at or above the Floor Price or the Floor Price
net of such discount as approved in accordance with the SEBI Regulations;

e PAN; along with a copy of the PAN card or PAN allotment letter;

e  details of the depository account to which the Equity Shares should be credited; and

e a representation that it was either (i) outside the United States at the time the offer of the Equity Shares was
made to it, and is currently outside the United States and acquiring the Equity Shares in an offshore transaction
under Regulation S, or (ii) a “qualified institutional buyer” as defined in Rule 144A of the Securities Act, and it
has agreed to certain other representations set forth in the Application Form.

6. Once a duly completed Application Form is submitted by a QIB, such Application Form constitutes an irrevocable
offer and cannot be withdrawn after the Bid/Issue Closing Date. The Bid/Issue Closing Date shall be notified to the Stock
Exchanges and the QIBs shall be deemed to have been given notice of such date after receipt of the Application Form.

7. The Bids made by asset management companies or custodians of Mutual Funds shall specifically state the names of
the concerned schemes for which the Bids are made. In case of a Mutual Fund, a separate Bid can be made in respect of
each scheme of the Mutual Fund registered with the SEBI and such Bids in respect of more than one scheme of the
Mutual Fund will not be treated as multiple, Bids provided that the Bids clearly indicate the scheme for which the Bid
has been made. Application by various schemes or funds of a Mutual Fund will be treated as one application from the
Mutual Fund. The Bidders are advised to ensure that any single Bid from them does not exceed the investment limits or
maximum number of Equity Shares that can be held by them under applicable laws.
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8. Upon receipt of the Application Form, after the Bid/Issue Closing Date, our Company shall determine the final terms,
including the Issue Price and the number of Equity Shares to be issued pursuant to the Issue in consultation with the
Book Running Lead Managers. Our Company shall intimate the Stock Exchanges about the meeting to decide the Issue
Price two clear working days in advance (excluding the date of intimation and the date of the meeting. Our Company
shall notify the Stock Exchanges of the Issue Price, once determined. Upon determination of the final terms of the Equity
Shares and the QIBs to whom Allocation shall be made. The Book Running Lead Managers will send the serially
numbered CAN along with the serially numbered Preliminary Placement Document to the QIBs who have been
Allocated the Equity Shares either in electronic form or by physical delivery. The dispatch of a CAN shall be deemed a
valid, binding and irrevocable contract for the QIBs to pay the entire Issue Price for all the Equity Shares Allocated to
such QIB. The CAN shall contain details such as the number of Equity Shares Allocated to the QIBs, payment
instructions including the details of the amounts payable by the QIB for Allotment of the Equity Shares in its name, and
the Pay-In Date as applicable to the respective QIB. Please note that the Allocation will be at the absolute discretion of
our Company and will be based on the recommendation of the Book Running Lead Managers.

9. No payment shall be made by QIBs in cash. Please note that any payment of application monies for the Equity Shares
shall be made from the bank accounts of the relevant QIBs applying for the Equity Shares. Monies payable on Equity
Shares to be held by joint holders shall be paid from the bank account of the person whose name appears first in the
Application Form. Pending allotment, all monies received for subscription to the Equity Shares shall be kept by our
Company in a separate bank account with a scheduled bank and shall be utilized only for the purposes permitted under
the Companies Act.

10. Pursuant to receiving a CAN, each QIB shall be required to make the payment of the entire application monies for the
Equity Shares indicated in the CAN at the Issue Price, only through electronic transfer to our Company’s designated
bank account by the Pay-In Date as specified in the CAN sent to the respective QIBs.

11. Upon receipt of the application monies from the QIBs, our Company shall Allot Equity Shares as per the details in
the CAN to the QIBs. Our Company will intimate the details of the Allotment to the Stock Exchanges.

12. After passing the resolution for Allotment and prior to crediting the Equity Shares into the depository participant
accounts of the successful Bidders, our Company shall apply to the Stock Exchanges for listing approvals.

13. After receipt of the listing approvals of the Stock Exchanges, our Company shall credit the Equity Shares Allotted
pursuant to this Issue into the Depository Participant accounts of the respective Allottees in accordance with the details
submitted by the QIBs in the Application Forms.

14. Our Company will then apply for the final trading approvals from the Stock Exchanges.

15. The Equity Shares that would have been credited to the beneficiary account with the Depository Participant of the
QIBs shall be eligible for trading on the Stock Exchanges only upon the receipt of final trading and listing approvals
from the Stock Exchanges.

16. Upon receipt of intimation of final trading and listing approval from the Stock Exchanges, our Company shall inform
the Allottees of the receipt of such approval. Our Company and the Book Running Lead Managers shall not be
responsible for any delay or non-receipt of the communication of the final trading and listing permissions from the Stock
Exchanges or any loss arising from such delay or non-receipt. Final listing and trading approvals granted by the Stock
Exchanges are also placed on their respective websites. QIBs are advised to apprise themselves of the status of the
receipt of the permissions from the Stock Exchanges or our Company.

Qualified Institutional Buyers
Only QIBs as defined in Regulation 2(1)(zd) of the SEBI Regulations and not otherwise excluded pursuant to Regulation
86(1)(b) of the SEBI Regulations are eligible to invest under Regulation 86(1)(b) of the SEBI Regulations, no Allotment

shall be made, either directly or indirectly, to any QIB who is a Promoter or any person related to the Promoters.
Currently, under Regulation 2(1)(zd) of the SEBI Regulations, a QIB means:
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e Public financial institutions as defined in Section 4A of the Companies Act, 1956 (and the corresponding Section
2(72) of the Companies Act, 2013);

Scheduled Commercial Banks;

Mutual Funds registered with SEBI;

Eligible FPIs;

Multilateral and bilateral development financial institutions;

Venture capital funds registered with the SEBI;

Foreign venture capital investors registered with the SEBI;

Alternate investment funds registered with the SEBI

State industrial development corporations;

Insurance companies registered with Insurance Regulatory and Development Authority;

Provident funds with minimum corpus of X 2500.0 Lakhs;

Pension funds with minimum corpus of ¥ 2500.0 Lakhs;

The National Investment Fund set up by resolution no. F. No. 2/3/2005-DDII dated November 23, 2005 of the
Government of India published in the Gazette of India;

Insurance funds set up and managed by army, navy or air force of the Union of India;

e Insurance funds set up and managed by the Department of Posts, India; and

e Systemically important non-banking financial companies.

In terms of the SEBI FPI Regulations, the issue of Equity Shares to a single FPI or an investor group (which means the
same set of ultimate beneficial owner(s) investing through multiple entities) shall be less than 10% of our post- Issue
Equity Share capital. Further, in terms of the FEMA Regulations, the total holding by each FPI shall be below 10% of the
total paid-up equity share capital of a company and the total holdings of all FPIs put together shall not exceed 24% of the
paid-up equity share capital of a company and the same may be increased up to the sectoral cap by way of a resolution
passed by the board of directors followed by a special resolution passed by the shareholders and subject to prior
intimation to the RBI. In terms of the FEMA Regulations, for calculating the aggregate holding of FPIs in a company,
holding of all registered FPIs shall be included. The existing individual and aggregate investment limits for an FPI in our
Company is 10% and 40% of the total paid-up Equity Share capital of our Company, respectively.

Eligible non-resident QIBs can participate in the Issue under Schedule 1 of the FEMA Regulations.

Eligible FPIs are permitted to participate in the Issue subject to compliance with all applicable laws, and such that
their shareholding does not exceed specified limits as prescribed under applicable laws in this regard and subject
to compliance with the conditions and restrictions that may be specified by the any governmental, regulatory or
statutory authority from time to time.

All non-resident QIBs shall ensure that the investment amount is paid as per RBI’s notification no. Notification No.
FEMA 20(R)/ 2017-RB dated November 7, 2017, as amended from time to time.

In terms of FEMA Regulations, for calculating the aggregate holding of FPIs in a company, holding of all registered FPIs
shall be included.

Restriction on Allotment

Under Regulation 86(1)(b) of the SEBI Regulations, no Allotment shall be made pursuant to the Issue, either directly or
indirectly, to any QIB being, or any person related to, the promoter. QIBs which have all or any of the following rights
shall be deemed to be persons related to the promoter:

e rights under a shareholders’ agreement or voting agreement entered into with the promoter or persons related to the
promoter;

e veto rights; or

e aright to appoint any nominee director on our Board.

Provided, however, that a QIB which does not hold any Equity Shares in our Company and which has acquired the
aforesaid rights in the capacity of a lender shall not be deemed to be related to the Promoter.
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Our Company or the Book Running Lead Managers or any of their respective directors, officers, counsels,
advisors, representatives, agents or affiliates are not liable for any amendments or modification or changes in
applicable laws or regulations, which may occur after the date of this Preliminary Placement Document. QIBs are
advised to make their independent investigations and satisfy themselves that they are eligible to apply. QIBs are
advised to ensure that any single Application Form from them does not exceed the investment limits or maximum
number of Equity Shares that can be held by them under applicable law or regulation or as specified in this
Preliminary Placement Document. Further, QIBs are required to satisfy themselves that any requisite compliance
pursuant to this Allotment such as public disclosures under applicable laws is complied with. QIBs are advised to
consult their advisers in this regard. Furthermore, QIBs are required to satisfy themselves that their Application
Form would not eventually result in triggering a tender offer under the Takeover Regulations.

A minimum of 10% of the Equity Shares offered in the Issue shall be allotted to Mutual Funds. If no Mutual Fund is
agreeable to take up the minimum portion as specified above, such minimum portion or part thereof may be allotted to
other QIBs.

Allotment made to FVCIs, VCFs and AIFs in the Issue are subject to the rules and regulations that are applicable
to them, including in relation to lock-in requirements.

Note: Affiliates or associates of the Book Running Lead Managers who are QIBs may participate in the Issue in
compliance with the applicable laws.

Application Process
Application Form

QIBs shall only use the serially numbered Application Forms (which are addressed to them) supplied by our Company
and the Book Running Lead Managers in either electronic form or by physical delivery for the purpose of making a Bid
(including revision of a Bid) in terms of the Preliminary Placement Document.

By making a Bid (including the revision thereof) for Equity Shares through Application Forms and pursuant to the terms
of the Placement Document, the QIB will be deemed to have made the following representations and warranties, and the
representations, warranties and agreements made under the sections titled “Notice to Investors”, “Representations by
Investors”, “Selling Restrictions” and “Transfer Restrictions” on pages 3, 5, 118 and 119:

1. The QIB confirms that it is a QIB in terms of Regulation 2(1)(zd) of the SEBI Regulations, has a valid and existing
registration under the applicable laws in India, and is eligible to participate in this Issue;

2. The QIB confirms that it is not excluded under Regulation 86 of the SEBI Regulations and that it is not a Promoter and
is not a person related to any of the Promoters, either directly or indirectly and its Application Form does not directly or
indirectly represent the Promoters or Promoter Group or persons related to the Promoters;

3. The QIB confirms that it has no rights under a shareholders’ agreement or voting agreement with the promoter or
persons related to the promoter, no veto rights or right to appoint any nominee director on our Board other than those
acquired in the capacity of a lender (not holding any Equity Shares) which shall not be deemed to be a person related to
the promoter;

4. The QIB acknowledges that it has no right to withdraw its Bid after the Bid/Issue Closing Date;

5. The QIB confirms that if Equity Shares are allotted through this Issue, it shall not, for a period of one year from
Allotment, sell such Equity Shares otherwise than on the floor of the Stock Exchanges;

6. The QIB confirms that the QIB is eligible to Bid and hold Equity Shares so allotted and together with any Equity

Shares held by the QIB prior to the Issue. The QIB further confirms that the holding of the QIB, does not and shall not,
exceed the level permissible as per any regulations applicable to the QIB;
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7. The QIB confirms that its Bids would not eventually result in triggering a tender offer under the Takeover
Regulations;

8. The QIB acknowledges, represents and agrees that in the event its total interest in the paid-up share capital of our
Company or voting rights in our Company, whether direct or indirect, beneficial or otherwise (any such interest, your
“Holding”), when aggregated together with any existing Holding and/or Holding of any of the persons acting in concert,
results in Holding of 5% or more of the total paid-up share capital of, or voting rights in, our Company a disclosure of the
aggregate shareholding and voting rights will have to be made under the Takeover Regulations. In case such QIB is an
existing shareholder who, together with persons acting in concert, holds 5% or more of the underlying paid up share
capital of, or voting rights in our Company a disclosure will have to be made under the Takeover Regulations in the
event of a change of 2% or more in the existing Holding of the QIB and persons acting in concert.

9. The QIB confirms that to the best of its knowledge and belief together with other QIBs in the Issue that belongs to the
same group or are under same control, the Allotment to the QIB shall not exceed 50% of the Issue Size. For the purposes
of this statement:

(a) The expression “belongs to the same group” shall derive meaning from the concept of “companies under the same
group” as provided in sub-section (11) of Section 372 of the Companies Act 1956;

(b) “Control” shall have the same meaning as is assigned to it by Regulation 2(1)(e) of the Takeover Regulations.

10. The QIBs shall not undertake any trade in the Equity Shares credited to its beneficiary account maintained with the
Depository Participant until such time that the final listing and trading approvals for the Equity Shares are issued by the
Stock Exchanges. The QIB confirms that it has read and understood, and by making a Bid for the Equity Shares through
the Application Forms and pursuant to the terms of the Preliminary Placement Document, will be deemed to have made
the representations, warranties and agreements made under the sections titled “Notice to Investors”, “Representations by
Investors”, “Selling Restrictions” and “Transfer Restrictions” on pages 3, 5, 118 and 119, respectively.

QIBS MUST PROVIDE THEIR DEPOSITORY ACCOUNT DETAILS, PERMANENT ACCOUNT NUMBER
(“PAN”), THEIR DEPOSITORY PARTICIPANT’S NAME, DEPOSITORY PARTICIPANT
IDENTIFICATION NUMBER, E-MAIL ID AND BENEFICIARY ACCOUNT NUMBER IN THE
APPLICATION FORM. QIBS MUST ENSURE THAT THE NAME GIVEN IN THE APPLICATION FORM IS
EXACTLY THE SAME AS THE NAME IN WHICH THE DEPOSITORY ACCOUNT IS HELD. IF SO
REQUIRED BY THE BOOK RUNNING LEAD MANAGERS, THE QIB SUBMITTING A BID, ALONG WITH
THE APPLICATION FORM, WILL ALSO HAVE TO SUBMIT REQUISITE DOCUMENT(S) TO BOOK
RUNNING LEAD MANAGERS TO EVIDENCE ITS STATUS AS A “QIB”. IF SO REQUIRED BY THE BOOK
RUNNING LEAD MANAGERS, THE ESCROW BANK OR ANY STATUTORY OR REGULATORY
AUTHORITY IN THIS REGARD, INCLUDING AFTER BID/ISSUE CLOSING DATE, THE QIB
SUBMITTING A BID AND/OR BEING ALLOTTED EQUITY SHARES IN THE ISSUE, WILL ALSO HAVE
TO SUBMIT REQUISITE DOCUMENT(S) TO FULFILL THE KNOW YOUR CUSTOMER (KYC) NORMS.

Demographic details such as address and bank account will be obtained from the Depositories as per the Depository
Participant account details given above.

The submission of an Application Form by a QIB shall be deemed a valid, binding and irrevocable offer for the QIB to
pay the entire Issue Price for the Equity Shares (as indicated by the CAN) and becomes a binding contract on the QIB
upon issuance of the CAN by us in favour of the QIB.

Submission of Application Form

All Application Forms are required to be duly completed with information including the name of the QIB, the price and

the number of Equity Shares applied for. The Application Form is required to be submitted to the Book Running Lead
Manager either through electronic form or through physical delivery at the following addresses:
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D & A Financial Services (P) Limited
13, Community Centre, East of Kailash
New Delhi — 110 065

Tel.: 011-26218274/26419079

Fax: 011-26218274

Website: www.dnsfinserv.com

Email :investors@dnafinserv.com
Contact Person: Ms. Radhika Pushkarna
SEBI Registration No.: INM000011484

The Book Running Lead Manager is not required to provide any written acknowledgement of the same.
Permanent Account Number or PAN

Each QIB should mention its PAN allotted under the IT Act in the Application Form along with a copy of the PAN card
or PAN allotment letter. Applications without this information will be considered incomplete and are liable to be
rejected. QIBs should not submit the GIR number instead of the PAN as the Application Form is liable to be rejected on
this ground.

Pricing and Allocation

Build up of the book

The QIBs shall submit their Bids (including the revision of bids) through the Application Form within the Bidding Period
to the Book Running Lead Manager through the Application Form and cannot be withdrawn after the Bid/Issue Closing
Date. The book shall be maintained by the Book Running Lead Managers.

Price discovery and allocation
The Company, in consultation with the Book Running Lead Manager, shall determine the Issue Price for the Equity
Shares, which shall be at or above the Floor Price.

After finalization of the Issue Price, our Company has updated the Preliminary Placement Document with the Issue
details and filed the same with the Stock Exchanges as this Preliminary Placement Document.

Method of Allocation
The Company shall determine the Allocation in consultation with the Book Running Lead Manager on a discretionary
basis and in compliance with Chapter VIII of the SEBI (ICDR) Regulations.

Application Forms received from the QIBs at or above the Issue Price shall be grouped together to determine the total
demand. The Allocation to all such QIBs will be made at the Issue Price. Allocation to Mutual Funds for up to a
minimum of 10% of the Issue Size shall be undertaken subject to valid Bids being received at or above the Issue Price.

THE DECISION OF THE COMPANY IN CONSULTATION WITH THE BOOK RUNNING LEAD
MANAGER IN RESPECT OF ALLOCATION SHALL BE FINAL AND BINDING ON ALL QIBS. QIBS MAY
NOTE THAT ALLOCATION OF EQUITY SHARES IS AT THE SOLE AND ABSOLUTE DISCRETION OF
THE COMPANY INCONSULTATION WITH THE BOOK RUNNING LEAD MANAGER AND QIBS MAY
NOT RECEIVE ANY ALLOCATION EVEN IF THEY HAVE SUBMITTED VALID APPLICATION FORMS
AT OR ABOVE THE ISSUE PRICE. NEITHER THE COMPANY NOR ANY OF THE BOOK RUNNING
LEAD MANAGER IS OBLIGED TO ASSIGN ANY REASON FOR ANY NON-ALLOCATION.

All Application Forms duly completed along with payment and a copy of the PAN card or PAN allotment letter shall be
submitted to the Book Running Lead Manager as per the details provided in the respective CAN.
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CAN

Based on the Application Forms received, the Company, in consultation with the Book Running Lead Manager, in their
sole and absolute discretion, decide the list of QIBs to whom the serially numbered CAN shall be sent, pursuant to which
the details of the Equity Shares Allocated to them and the details of the amounts payable for Allotment of such Equity
Shares by the Pay-in Date in their respective names shall be notified to such QIBs. Additionally, a CAN will include
details of the bank accounts for transfer of funds if done electronically, address where the application money needs to be
sent, Pay-In Date as well as the probable designated date (“Designated Date”), being the date of credit of the Equity
Shares to the respective QIB‘s account.

The eligible QIBs who shall be Allotted Equity Shares pursuant to the Issue would also be sent a serially numbered
Preliminary Placement Document either in electronic form or by physical delivery along with the serially numbered
CAN.

The dispatch of the serially numbered Preliminary Placement Document and the CAN to the QIBs shall be deemed a
valid, binding and irrevocable contract for the QIB to furnish all details that may be required by the Book Running Lead
Manager and to pay the entire Issue Price for all the Equity Shares Allocated to such QIB.

QIBs are advised to instruct their Depository Participant to accept the Equity Shares that may be Allotted to
them pursuant to the Issue.

Bank Account for Payment of Application Money

The Company has opened a “Kwality Limited- QIP — Escrow Account” (Designated Bank Account / Escrow Account)
with ICICI Bank Limited (“Collection Bank / Designated Bank / Escrow Bank™) in terms of the arrangement among us,
the Book Running Lead Manager and ICICI Bank Limited as the escrow bank. The QIB will be required to deposit the
entire amount payable for the Equity Shares Allocated to it by the Pay-In Date as mentioned in the respective CAN.

If the payment is not made favouring the “Kwality Limited-QIP — Escrow Account” within the time stipulated in the
CAN, the Application Form and the CAN of the QIB are liable to be cancelled.

Our Company undertakes to utilize the amount deposited in “Kwality Limited- QIP-Escrow A/c” only for the purposes
of (i) adjustment against Allotment of Equity Shares in the Issue; or (ii) repayment of application money if we have not
been able to Allot Equity Shares in the Issue.

In case of cancellations or default by the QIBs, the Company and the Book Running Lead Manager have the right to
reallocate the Equity Shares at the Issue Price among existing or new QIBs at their sole and absolute discretion, subject
to the compliance with the requirements of the Companies Act 2013 and the SEBI Regulations.

Our Company undertakes to utilize the amount in the Escrow Account only for the purposes of: (i) adjustments against

Allotment of Equity Shares in the Issue; or (ii) repayment of application money if our Company is not able to Allot
Equity Shares in the Issue.
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Payment Instructions

The payment of application money is required to be made by the QIBs in the name of Kwality Limited- QIP — Escrow
Account” as per the payment instructions provided in the CAN.

QIBs may make payment through electronic fund transfer. All payments through cheques are liable to be rejected
Designated Date and Allotment of Shares
e  The Equity Shares will not be allotted unless the QIBs pay the Issue Price to the Escrow Account as stated above.

e Inaccordance with the SEBI (ICDR) Regulations, Equity Shares will be issued and allotment and shall be made only
in the dematerialized form to the allottees. Allottees will have the option to rematerialize the Equity Shares, if they
so desire, as per the provisions of the Companies Act and the Depositories Act.

Subject to the satisfaction of the terms and conditions of the Placement Agreement, our Company will ensure that
the Allotment of the Equity Shares is completed by the Designated Date provided in the CAN for the QIBs who have
paid the aggregate subscription amounts as stipulated in the CAN.

e The Company, at its sole discretion, reserves the right to cancel the Issue at any time up to Allotment without
assigning any reason whatsoever.

e Post receipt of the in-principle approvals of the Stock Exchange, the Company shall credit the Equity Shares into the
Depository Participant accounts of the QIBs.

e Following the Allotment and credit of Equity Shares into the QIBs’ Depository Participant accounts, the Company
will apply for final trading and listing approvals from the Stock Exchange In the unlikely event of any delay in the
allotment or credit of Equity Shares, or receipt of trading or listing approvals or cancellation of the Issue, no interest
or penalty would be payable by the Company.

e In relation to QIBs who have been Allotted more than 5% of the Equity Shares in the Issue, our Company shall
disclose the name and the number of the Equity Shares Allotted to such QIB to the Stock Exchanges and the Stock
Exchanges will make the same available on their website.

e The Escrow Bank shall not release the monies lying to the credit of the Escrow Account to the Company, until the
Company delivers to the Escrow Bank the final approval of the Stock Exchange for the listing and trading of the
Equity Shares issued pursuant to the Issue.

In the event that we are unable to issue and Allot the Equity Shares offered in the Issue or on cancellation of the Issue,
within 60 days from the date of receipt of application money, we shall repay the application money within 15 days from
expiry of 60 days, failing which we shall repay that money with interest at the rate of 12% per annum or such other rate
that may be applicable under law, from expiry of the sixtieth day. The application money to be refunded by us shall be
refunded to the same bank account from which application money was remitted by the QIBs.

Submission to SEBI

The Company shall submit the Preliminary Placement Document to SEBI within 30 days of the date of allotment for
record purposes.

Other Instructions
Right to Reject Applications
The Company, in consultation with the Book Running Lead Manager, may reject Bids, in part or in full, without

assigning any reasons whatsoever. The decision of the Company and the Book Running Lead Manager in relation to the
rejection of Bids shall be final and binding.
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Equity Shares in Dematerialized form with NSDL or CDSL

The Allotment of the Equity Shares in this Issue shall be only in dematerialized form (i.e., not in the form of physical
certificates but be fungible and be represented by the statement issued through the electronic mode).

1. A QIB applying for Equity Shares must have at least one beneficiary account with a Depository Participant of either
NSDL or CDSL prior to making the Bid.

2. Allotment to a successful QIB will be credited in electronic form directly to the beneficiary account (with the
Depository Participant) of the QIB.

3. Equity Shares in electronic form can be traded only on the stock exchanges having electronic connectivity with
NSDL and CDSL. The Stock Exchange have electronic connectivity with NSDL and CDSL.

4. The trading of the Equity Shares would be in dematerialized form only for all QIBs in the demat segment of the
respective Stock Exchange.

5. The Company will not be responsible or liable for the delay in the credit of Equity Shares due to errors in the
Application Form or otherwise on part of the QIBs.
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PLACEMENT
Placement Agreement

The Book Running Lead Manager have entered into the Placement Agreement dated September 10, 2018 with our
Company, pursuant to which the Book Running Lead Managers have agreed to manage the Issue and to act as placement
agents in connection with the proposed Issue and to use their reasonable efforts to procure subscription for the Equity
Shares to be issued pursuant to the Issue.

The Placement Agreement contains customary representations, warranties and indemnities from our Company and the
Book Running Lead Managers, and it is subject to the satisfaction of certain conditions and termination in accordance
with the terms contained therein.

Applications shall be made to list the Equity Shares issued pursuant to the Issue and admit them to trading on the Stock
Exchanges. No assurance can be given as to the liquidity or sustainability of the trading market for such Equity Shares,
the ability of holders of the Equity Shares to sell their Equity Shares or the price at which holders of the Equity Shares
will be able to sell their Equity Shares.

This Placement Document has not been, and will not be, registered as a prospectus with the RoC and, no Equity Shares
issued pursuant to the Issue, will be offered in India or overseas to the public or any members of the public in India or
any other class of prospective investors, other than Eligible QIBs.

In connection with the Issue, the Book Running Lead Managers or their affiliates may, for their own account, subscribe
to the Equity Shares or enter into asset swaps, credit derivatives or other derivative transactions relating to the Equity
Shares to be issued pursuant to the Issue at the same time as the offer and sale of the Equity Shares, or in secondary
market transactions. As a result of such transactions, the Book Running Lead Managers may hold long or short positions
in such Equity Shares. These transactions may comprise a substantial portion of the Issue and no specific disclosure will
be made of such positions. Affiliates of the Book Running Lead Managers may purchase Equity Shares and be Allotted
Equity Shares for proprietary purposes and not with a view to distribute or in connection with the issuance of P-Notes.
For further details, please see the section entitled “Offshore Derivative Instruments” on page 9.

From time to time, the Book Running Lead Managers, and their affiliates and associates have engaged in, or may in the
future engage in, transactions with, and perform services, including but not limited to investment banking, advisory,
banking, trading services for our Company, the Subsidiary, the Joint Ventures, group companies, affiliates and the
shareholders of our Company, as well as to their respective associates and affiliates, pursuant to which fee and
commissions have been paid, or will be paid, to the Book Running Lead Managers and their affiliates and associates.
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SELLING RESTRICTIONS

The distribution of this Preliminary Placement Document or any offering material and the offering, sale or delivery of
the Equity Shares is restricted by law in certain jurisdictions. Therefore, persons who may come into possession of this
Preliminary Placement Document or any offering material are advised to consult with their own legal advisors as to
what restrictions may be applicable to them and to observe such restrictions.

General

No action has been taken or will be taken by our Company or the Book Running Lead Manager that would permit a
public offering of the Equity Shares to occur in any jurisdiction, or the possession, circulation or distribution of this
Preliminary Placement Document or any other material relating to our Company or the Equity Shares in any jurisdiction
where action for such purpose is required (including filing of prospectus in India with SEBI or any other authority in
connection with the Issue). Accordingly, the Equity Shares may not be offered or sold, directly or indirectly, and none of
this Preliminary Placement Document, any offering materials and any advertisements in connection with the offering of
the Equity Shares may be distributed or published in or from any country or jurisdiction except under circumstances that
will result in compliance with any applicable rules and regulations of any such country or jurisdiction. The Issue will be
made in compliance with the applicable SEBI ICDR Regulations. Each subscriber of the Equity Shares in the Issue will
be deemed to have made acknowledgments and agreements as described under “Notice to Investors”, “Representations
by Investors” and “Transfer Restrictions”.

India

This Preliminary Placement Document may not be distributed directly or indirectly in India or to residents of India and
any Equity Shares offered in the Issue may not be offered or sold directly or indirectly in India to, or for the account or
benefit of, any resident of India except as permitted by applicable Indian laws and regulations, under which an offer is
strictly on a private and confidential basis and is limited to QIBs only and is not an offer to the public. This Issue is a
“private placement” within the meaning of Section 42 of the Companies Act, 2013 since the invitation or offer is to be
made only to QIBs. This Preliminary Placement Document is neither a public issue nor a prospectus under the
Companies Act or an advertisement and should not be circulated to any person other than those to whom the offer is
made. The Issue will be made in compliance with the SEBI ICDR Regulations and other applicable laws. This
Preliminary Placement Document has not been and will not be registered as a prospectus with the RoC. The offering of
Equity Shares pursuant to this Preliminary Placement Document and the Placement Document by issue of public
advertisements or utilization of any media, marketing or distribution channels or agents to inform the public at large
about the Issue is prohibited.
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TRANSFER RESTRICTIONS

Pursuant to Chapter VIII of the ICDR Regulations, any resale of Equity Shares, except on the Stock Exchange, is not
permitted for a period of one year from the date of Allotment. Investors are advised to consult their legal counsel prior to
making any resale, pledge or transfer of our Equity Shares. For more information, please see “Selling Restrictions”.

Subject to the foregoing, by accepting this Preliminary Placement Document and purchasing any Equity Shares under
this Issue, you are deemed to have represented, warranted, acknowledged and agreed with our Company and the BRLM
as follows:

1.

you have received a copy of this Preliminary Placement Document and such other information as you deem
necessary to make an informed decision and that you are not relying on any other information or the representation
concerning our Company or the Equity Shares, and neither our Company nor any other person responsible for this
document or any part of it or the BRLM will have any liability for any such other information or representation;
you are authorized to consummate the purchase of the Equity Shares in compliance with all applicable laws and
regulations;

you will comply with all laws, regulations and restrictions (including the selling restrictions contained in this
Preliminary Placement Document) which may be applicable in your jurisdiction and you have obtained or will
obtain any consent, approval or authorization required for you to purchase and accept delivery of the Equity Shares,
and you acknowledge and agree that none of our Company, the Book Running Lead Manager or any of their
respective affiliates shall have any responsibility in this regard;

you represent and warrant to our Company, the Book Running Lead Manager and their respective affiliates that if it
acquired any of the Equity Shares as fiduciary or agent for one or more investor accounts, it has sole investment
discretion with respect to each such account and that it has full power to make the foregoing acknowledgments,
representations and agreements on behalf of each such account;

the Company, the Book Running Lead Manager, their respective affiliates and others will rely upon the truth and
accuracy of your representations, warranties, acknowledgements and undertakings set out in this document, each of
which is given to (a) the Book Running Lead Manager on its own behalf and on behalf of the Company, and (b) to
the Company, and each of which is irrevocable and, if any of such representations, warranties, acknowledgements
or undertakings deemed to have been made by virtue of your purchase of the Equity Shares are no longer accurate,
you will promptly notify the Company;

you and any accounts for which you are subscribing to the Equity Shares (i) are each able to bear the economic risk
of the investment in the Equity Shares, (ii) will not look to the Company or the Book Running Lead Manager or
their respective affiliates for all or part of any such loss or losses that may be suffered, (iii) are able to sustain a
complete loss on the investment in the Equity Shares, (iv) have no need for liquidity with respect to the investment
in the Equity Shares, and (v) have no reason to anticipate any change in its or their circumstances, financial or
otherwise, which may cause or require any sale or distribution by it or them of all or any part of the Equity Shares.
You acknowledge that an investment in the Equity Shares involves a high degree of risk and that the Equity Shares
are, therefore, a speculative investment. You are seeking to subscribe to the Equity Shares in this Issue for your
own investment and not with a view to distribution;

you have been provided access to this Preliminary Placement Document which you have read in its entirety;

you agree to indemnify and hold the Company and the Book Running Lead Manager and their respective affiliates
harmless from any and all costs, claims, liabilities and expenses (including legal fees and expenses) arising out of
or in connection with any breach of these representations and warranties. You will not hold any of the Company or
the Book Running Lead Manager and their respective affiliates liable with respect to your investment in the Equity
Shares. You agree that the indemnity set forth in this paragraph shall survive the resale of the Equity Share; and

our Company and the BRLM, their respective affiliates and others will rely upon the truth and accuracy of your
representations, warranties, acknowledgements and undertakings set out in this document, each of which is given to
(a) the BRLM on your own behalf and on behalf of our Company, and (b) to our Company, and each of which is
irrevocable and, if any of such representations, warranties, acknowledgements or undertakings deemed to have
been made by virtue of your purchase of the Equity Shares are no longer accurate, you will promptly notify our
Company.

Any resale or other transfer, or attempted resale or other transfer, of the Equity Shares made other than in compliance
with the above-stated restrictions will not be recognized by our Company.
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THE SECURITIES MARKET OF INDIA

The information in this section has been extracted from documents available on the website of SEBI and the Stock
Exchanges and has not been prepared or independently verified by our Company or the Book Running Lead Managers
or any of their respective affiliates or advisors.

The Indian Securities Market

India has a long history of organized securities trading. In 1875, the first stock exchange was established in Mumbeai.
BSE and NSE are the significant stock exchanges in terms of the number of listed companies, market capitalization and
trading activity.

Stock Exchange Regulation

Indian stock exchanges are regulated primarily by SEBI, as well as by the Government acting through the Ministry of
Finance, Capital Markets Division, under the SCRA and the SCRR. SEBI, in exercise of its powers under the SCRA and
the SEBI Act, notified the SCR (SECC) Regulations on June 20, 2012, which regulate inter alia the recognition,
ownership and internal governance of stock exchanges and clearing corporations in India together with providing for
minimum capitalisation requirements for stock exchanges. The SCRA, the SCRR and the SCR (SECC) Regulations
along with various rules, bye-laws and regulations of the respective stock exchanges, regulate the recognition of stock
exchanges, the qualifications for membership thereof and the manner, in which contracts are entered into, settled and
enforced between members of the stock exchanges.

The SEBI Act empowers SEBI to regulate the Indian securities markets, including stock exchanges and intermediaries in
the capital markets, promote and monitor self-regulatory organizations and prohibit fraudulent and unfair trade practices.
Regulations concerning minimum disclosure requirements by public companies, rules and regulations concerning
investor protection, insider trading, substantial acquisitions of shares and takeover of companies, buy-backs of securities,
employee stock option schemes, stockbrokers, merchant bankers, underwriters, mutual funds, foreign institutional
investors, credit rating agencies and other capital market participants have been notified by the relevant regulatory
authority.

Listing of Securities

The listing of securities on a recognised Indian stock exchange is regulated by the applicable Indian laws including the
Companies Act, the SCRA, the SCRR, the SEBI Act and various guidelines and regulations issued by SEBI and the
SEBI Listing Regulations. The SCRA empowers the governing body of each recognised stock exchange to suspend
trading of or withdraw admission to dealings in a listed security for breach of or non-compliance with any conditions or
breach of a company’s obligations under the SEBI Listing Regulations or for any reason, subject to the issuer receiving
prior written notice of the intent of the exchange and upon granting of a hearing in the matter. SEBI also has the power to
amend the SEBI Listing Regulations and bye-laws of the stock exchanges in India, to overrule a stock exchange’s
governing body and withdraw recognition of a recognised stock exchange. Further, the SEBI Listing Regulations inter
alia also provide for disclosures to be made by a company after delisting.

Delisting

SEBI has notified the Securities and Exchange Board of India (Delisting of Equity Shares) Regulations, 2009 in relation
to the voluntary and compulsory delisting of equity shares from the stock exchanges which were significantly modified
in 2015. In addition, certain amendments to the SCRR have also been notified in relation to delisting. Minimum Level of
Public Shareholding All listed companies (except public sector undertakings) are required to maintain a minimum public
shareholding of 25%. However, a public company, including public sector undertakings, seeking to get a particular class
or kind of securities listed shall offer and allot to the public (i) at least 25% of such class or kind of securities issued by
the company, if the post issue capital is less than or equal to ¥ 16,000 million, (ii) at least such percentage of such class
or kind of securities issued by the company equivalent to ¥ 4,000 million, if the post issue capital of the company is more
than X 16,000 million but less than or equal to ¥ 40,000 million or (iii) at least 10% of such class or kind of securities
issued by the company, if the post issue capital of the company is above X 40,000 million. In case of (ii) and (iii) above,
the public shareholding is required to be increased to 25% within a period of three years from the date of listing of the
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securities. In this regard, SEBI has provided several mechanisms to comply with this requirement. Where the public
shareholding in a listed company falls below 25% at any time, such company shall bring the public shareholding to 25%
within a maximum period of 12 months from the date of such the public shareholding having fallen below the 25%
threshold. Consequently, a listed company may be delisted from the Stock Exchanges for not complying with the above
mentioned requirements. Our Company is in compliance with this minimum public shareholding.

Index-Based Market-Wide Circuit Breaker System

In order to restrict abnormal price volatility in any particular stock, SEBI has instructed stock exchanges to apply daily
circuit breakers which do not allow transactions beyond a certain level of price volatility. The index-based market-wide
circuit breaker system (equity and equity derivatives) applies at three stages of the index movement, at 10%, 15% and
20%. These circuit breakers, when triggered, bring about a co-ordinated trading halt in all equity and equity derivative
markets nationwide. The market-wide circuit breakers are triggered by movement of either the SENSEX of BSE or the
CNX NIFTY of NSE, whichever is breached earlier.

In addition to the market-wide index-based circuit breakers, there are currently in place individual scrip-wise price bands
of 20% movements either up or down. However, no price bands are applicable on scrips on which derivative products are
available or scrips included in indices on which derivative products are available.

The stock exchanges in India can also exercise the power to suspend trading during periods of market volatility. Margin
requirements are imposed by stock exchanges that are required to be paid by the stockbrokers.

BSE

Established in 1875, it is the oldest stock exchange in India. BSE became the first stock exchange in India to obtain
permanent recognition from the Government under the SCRA. It has evolved over the years into its present status as one
of the premier stock exchanges of India.

NSE

NSE was established by financial institutions and banks to provide nationwide online, satellite-linked, screen-based
trading facilities with market-makers and electronic clearing and settlement for securities including government
securities, debentures, public sector bonds and units. It has evolved over the years into its present status as one of the
premier stock exchanges of India. NSE was recognized as a stock exchange under the SCRA in April 1993 and
commenced operations in the wholesale debt market segment in June 1994. The capital market (equities) segment
commenced operations in November 1994 and operations in the derivatives segment commenced in June 2000.

Internet-based Securities Trading and Services

Internet trading takes place through order routing systems, which route client orders to exchange trading systems for
execution. Stockbrokers interested in providing this service are required to apply for permission to the relevant stock
exchange and also have to comply with certain minimum conditions stipulated under applicable law. NSE became the
first exchange to grant approval to its members for providing internet based trading services. Internet trading is possible
on both the “equities” as well as the “derivatives” segments of NSE. NSE became the first exchange to grant approval to
its members for providing internet-based trading services. Internet trading is possible on both the “equities” and the
“derivatives” segments of NSE.

Trading Hours

Trading on both NSE and BSE occurs from Monday to Friday, between 9:15 a.m. and 3:30 p.m. IST (excluding the 15
minutes pre-open session from 9:00 a.m. to 9:15 a.m.). BSE and NSE are closed on public holidays. The recognized
stock exchanges have been permitted to set their own trading hours (in the cash and derivatives segments) subject to the
condition that (i) the trading hours are between 9.00 a.m. and 5.00 p.m.; and (ii) the stock exchange has in place a risk
management system and infrastructure commensurate to the trading hours
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Trading Procedure

In order to facilitate smooth transactions, BSE replaced its open outcry system with BSE On-line Trading facility in
1995. This totally automated screen based trading in securities was put into practice nation-wide. This has enhanced
transparency in dealings and has assisted considerably in smoothening settlement cycles and improving efficiency in
back-office work. NSE has introduced a fully automated trading system called National Exchange for Automated
Trading (“NEAT”), which operates on strict time/price priority besides enabling efficient trade. NEAT has provided
depth in the market by enabling large number of members all over India to trade simultaneously, narrowing the spreads.

Takeover Regulations

Disclosure and mandatory bid obligations for listed Indian companies under Indian law are governed by the Takeover
Regulations, which provides specific regulations in relation to substantial acquisition of shares and takeover. Once the
equity shares of a company are listed on a stock exchange in India, the provisions of the Takeover Regulations will apply
to any acquisition of the company’s shares/voting rights/control. The Takeover Regulations prescribe certain thresholds
or trigger points in the shareholding a person or entity has in the listed Indian company, which give rise to certain
obligations (including mandatory open offer) on part of the acquirer. Acquisitions up to a certain threshold prescribed
under the Takeover Regulations mandate specific disclosure requirements, while acquisitions crossing particular
thresholds may result in the acquirer having to make an open offer of the shares of the target company. The Takeover
Regulations also provides for the possibility of indirect acquisitions, imposing specific obligations on the acquirer in case
of such indirect acquisition.

Insider Trading Regulations

The Insider Trading Regulations have been notified to prohibit and penalize insider trading in India. An insider is, inter
alia, prohibited from trading in securities of a listed or proposed to be listed company when in possession of unpublished
price sensitive information (“UPSI”) and to provide access to any person including other insiders to the above referred
UPSI except where such communication is for legitimate purposes, performance of duties or discharge of legal
obligations. UPSI shall include any information, relating to a company or its securities, directly or indirectly, that is not
generally available which upon becoming generally available, is likely to materially affect the price of the securities.

The Insider Trading Regulations also provide disclosure obligations for promoters, directors, key management personnel
and employees, with respect to their shareholding in a company, and the changes therein. The definition of “insider”
means any person who is a connected person or is in possession of or having access to unpublished price sensitive
information. The terms “connected person” means any person who is or has during the six months prior to the concerned
act been associated with a company, directly or indirectly, in any capacity including by reason of frequent
communication with its officers or by being in any contractual, fiduciary or employment relationship or by being a
director, officer or an employee of the company or holds any position including a professional or business relationship
between himself and the company whether temporary or permanent, that allows such person, directly or indirectly, access
to unpublished price sensitive information or is reasonably expected to allow such access. The board of directors of all
listed companies are required to formulate and publish on the company’s website a code of procedure for fair disclosure
of UPSI along with a code of conduct for its employees for compliances with the Insider Trading Regulations.

Depositories
The Depositories Act provides a legal framework for the establishment of depositories to record ownership details and
effect transfer in book-entry form. Further, SEBI framed regulations in relation to the registration of such depositories,

the registration of participants as well as the rights and obligations of the depositories, participants, companies and
beneficial owners. The depository system has significantly improved the operation of the Indian securities markets.
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Derivatives (Futures and Options)

Trading in derivatives is governed by the SCRA, the SCRR and the SEBI Act. The SCRA was amended in February
2000 and derivatives contracts were included within the term “securities”, as defined by the SCRA. Trading in
derivatives in India takes place either on separate and independent derivatives exchanges or on a separate segment of an
existing stock exchange. The derivatives exchange or derivatives segment of a stock exchange functions as a self-
regulatory organisation under the supervision of the SEBI.
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DESCRIPTION OF THE SHARES

The following is information relating to the Equity Shares including a brief summary of the Memorandum of Association
and Articles of Association and the Companies Act. The prospective investors are urged to read the Memorandum of
Association and Articles of Association carefully, and consult with their advisers, as the Memorandum of Association
and Articles of Association and applicable Indian law, and not this summary, govern the rights attached to the Equity
Shares

Share Capital

The authorized share capital of the Company is 10000.00 Lakhs divided into 10000.00 Equity Shares of Rs.1/- each. As
of March 31, 2018, the Company’s issued & subscribed share capital is 2413.54 Lakhs divided into 2413.54 equity shares
of Rs.1 each. The Company’s paid-up share capital is 2413.54 Lakhs divided into 241354382 equity shares of Rs.1 each.

The Equity Shares are listed on the Stock Exchanges. The security identification codes for the Equity Shares are as
follows:

ISIN INE775B01025
BSE Code 531882
NSE Symbol KWALITY

Memorandum and Articles of Association
Our Company is governed by its Memorandum and Articles of Association.
Dividend

Under Indian law, a company pays dividend upon a recommendation by its board of directors and approval by a majority
of the shareholders at the AGM held each fiscal year. Under the Companies Act, unless the board of directors of a
company recommends the payment of a dividend, the shareholders at a general meeting have no power to declare any
dividend. Subject to certain conditions laid down by Section 123 of the Companies Act, 2013, no dividend can be
declared or paid by a company for any fiscal year except out of the profits of the company for that year, calculated in
accordance with the provisions of the Companies Act or out of the profits of the company for any previous financial
year(s) arrived at in accordance with the provisions of the Companies Act. The Articles provide that dividend may be
paid upon a recommendation of the Board and approval by a majority of the Shareholders, who shall not increase the
amount of the dividend recommended by the Board. However, the Board is not under an obligation to recommend a
dividend. According to the Articles, the dividend shall be paid in proportion to the amount paid up or credited as paid up
on each share where a larger amount is paid up or credited as paid up on some shares than on others, but where capital is
paid up in advance of calls carrying interest, such capital whilst carrying interest shall not confer a right to participate in
profits or dividend. No dividend shall be payable except in cash out of the profits of our Company of the year or any
other undistributed profits and no dividend shall carry any interest against our Company.

The Directors may declare interim dividend as justified by the position of our Company. Where any instrument of
transfer of shares has been delivered to our Company but the registration to that effect has not been done by our
Company, the dividend in relation to such shares shall be transferred to a special account, unless the registered holder of
such shares has authorised our Company in writing to pay such dividend to the transferee in such an instrument of
transfer. Further, in relation to such shares, our Company shall keep in abeyance any offer of rights shares and any issue
of fully paid up bonus shares. Unless otherwise directed, any dividend may be paid by cheque or by warrant sent through
post to the registered address of the Shareholder and in the case of joint holders to any one of them first named in the
register of Shareholders; and our Company shall not be liable for cheque or warrant or dividend lost in transmission or
lost due to forged endorsement or fraudulent recovery.

The Equity Shares issued pursuant to this Preliminary Placement Document shall rank pari-passu with the existing
Equity Shares in all respects including entitlements to any dividends that may be declared by the Company.
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Capitalization of Reserves and Issue of Bonus Shares

In addition to permitting dividends to be paid out of current or retained earnings as described above, the Companies Act
2013 permits the board of directors of a company to issue fully paid up bonus shares to its members out of (a) the free
reserves of our company, (b) the securities premium account, or (¢) the capital redemption reserve account. However, a
company may capitalize its profits or reserves for issue of fully paid up bonus shares, provided: (a) its authorized by
articles, (b) it has been, on the recommendation of the board of directors, approved by the shareholders in a general
meeting, (c) it has not defaulted in payment of interest or principal in respect of fixed deposits or debt securities issued
by it, (d) it has not defaulted on payment of statutory dues, (e) there are no partly paid shares. The issue of bonus shares
once declared cannot be withdrawn. These bonus shares must be distributed to shareholders in proportion to the number
of ordinary shares owned by them as recommended by the board of directors. No issue of bonus shares may be made by
capitalizing reserves created by revaluation of assets, and no bonus shares shall be issued in lieu of dividend. Further, any
issue of bonus shares would be subject to SEBI ICDR Regulations.

The Articles provide that any general meeting may resolve that whole or any part of the of our Company’s undivided
profit for the time being, (which expression shall include any premiums received on issue of Equity Shares and any
profits or other sums which have been set aside as a reserve or reserves or have been carried forward without being
dividend) be capitalised and distributed amongst such of the members as would be entitled to receive the same if
distributed by way of dividend. The capitalization may be done among Shareholders in the same proportions on the
footing that they become entitled thereto as capital and that all or any part of such capitalised fund be applied on behalf
of such Shareholders in paying up in full either at par or at premium, any unissued shares or debentures of our Company
which shall be distributed or directed towards payment of the uncalled liability on any issued shares or debentures, and
that such distribution or payment shall be accepted by such Shareholders in full satisfaction of their interest.

Pre-emptive Rights and Alteration of Share Capital

Subject to the provisions of the Companies Act, our Company may increase its share capital by issuing new shares on
such terms and with such rights as it, by action of its shareholders in a general meeting may determine. According to
Section 62(1)(a) of the Companies Act 2013 such new shares shall be offered to existing shareholders in proportion to
the amount paid up on those shares at that date. The offer shall be made by notice specifying the number of shares
offered and the date (being not less than 15 days and not exceeding 30 days from the date of the offer) within which the
offer, if not accepted, will be deemed to have been declined. After such date the board may dispose of the shares offered
in respect of which no acceptance has been received which shall not be disadvantageous to the shareholders of our
Company. The offer is deemed to include a right exercisable by the person concerned to renounce the shares offered to
him in favour of any other person.

Under the provisions of Section 62(1)(c) of the Companies Act 2013, new shares may be offered to any persons whether
or not those persons include existing shareholders, either for cash of for a consideration other than cash, if the price of
such shares is determined by the valuation report of a registered valuer subject to such conditions as may be prescribed, if
a special resolution to that effect is passed by our Company’s shareholders in a general meeting.

The Articles provide that where it is proposed to increase the subscribed capital of our Company by allotment of further
shares, such shall be issued upon the terms and conditions and with such rights and privileges annexed thereto as the
resolution creating the same shall direct and if no direction be given, in the manner provided in Section 62 of the
Companies Act, 2013.

The Articles provide that our Company may from time to time by a special resolution, reduce its capital and any share
premium account or capital redemption reserve account in any manner and with and subject to any consent required by
law. Except as so far otherwise provided by the conditions of the issue or by the Articles, any capital raised by the
creation of new shares shall be considered as a part of the existing capital. Our Company has the power to modify rights
and privileges attached to a class of shares with the consent of the holders of three-fourths of that class in writing or with
the sanction of a special resolution passed at a separate meeting of the shareholders of that class.
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The Articles provide that our Company may from time to time, in a general meeting:

e consolidate and divide all or any of its share capital into shares of larger amount;

e sub-divide its shares or any of them into shares of smaller amount than the amount fixed by the memorandum so,
however, that in the sub-division the proportion between the amount paid and the amount, if any unpaid on each
reduced share shall be the same as it was in the case of the share from which the reduced share is derived; or

e cancel any shares which, at the date of the passing of the resolution have not been taken up or agreed to be taken
up by any person and diminish the amount of its share capital by the amount of the shares so cancelled.

Register of Members

Our Company is required to maintain a register of members wherein the particulars of the Shareholders are entered. For
the purpose of determining the Shareholders, the register may be closed for such period not exceeding 45 days in any one
year or 30 days at any one time at such times, as the Board may deem expedient.

Directors

The Articles provide that the number of Directors shall not be less than three and not be more than twelve. The Directors
shall be appointed by our Company in the general meeting subject to the provisions of the Companies Act and the
Articles. Two-thirds of the total number of Directors is subject to retirement by rotation. Of such Directors, one-third, or
if their number is not three or multiples of three, then the number nearest to one-third, must retire every year. The
Directors to retire are those who have been the longest in office.

As provided under Section 161 of the Companies Act, 2013, the Director may be appointed by the Board or by the
general meeting of the Shareholders. The Directors have the power to appoint any other persons as an additional Director
but any Director so appointed shall hold office only up to the date of the next following AGM of our Company but the
total number of Directors shall not at any time exceed the maximum strength. The Board shall also have the power to
appoint any person to act as an alternate Director for a Director during the latter’s absence for a period of not less than
three months from India. The alternate Director shall vacate the office if and when the original Director returns to India
and in case the office of the original Director is determined before he returns, the provisions of the Companies Act, 2013,
and the Articles for automatic reappointment shall apply to the original Director and not the alternate Director. Our
Company must have at least one Director who has stayed in India for at least 182 days in the previous calendar year (i.e.
is an Indian resident). Our Company is required to have at least one-half of its Directors as independent Directors.

The quorum for meetings of the Board is one-third of the total number of Directors (any fraction contained in that one-
third being rounded off as one) or two Directors, whichever is higher. The participation of the Directors by video
conferencing or by other visual means will be counted towards quorum. However, where the number of interested
Directors is equal to or exceeds two-thirds of total strength, the remaining number of Directors (i.e. Directors who are not
interested) present at the meeting, being not less than two shall be the quorum during such time. In case there is no
quorum for a Board meeting, the remaining Directors may act only for the purpose of increasing the number of Directors
to meet the quorum requirements or to summon a general meeting.

General Meetings of the Shareholders

Our Company is required to hold an AGM every fifteen months in addition to any other general meetings. Not less than
21 days’ notice in writing of a general meeting is to be given, but shorter notice may be given if consent in writing is
accorded by all the members entitled to vote and in case of any other meetings, with the consent of members holding not
less than 95 per cent of such part of the paid-up share capital of our Company which gives a right to vote at the meeting.
No meeting shall be competent to enter upon, discuss or transact any business, which has not been specifically mentioned
in the notice, or notices upon which it was convened. Every Shareholder is entitled to attend a meeting and vote either in
person or by proxy. All businesses to be transacted at an AGM shall be deemed special except the consideration of
accounts, balance sheet and reports of the Board and Auditors, declaration of dividend, appointment of Directors in place
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of those retiring, the appointment of and fixation of remuneration of the Auditors. In case of an EGM all business is
deemed special. A statement setting out all material facts, including the nature of concern or interest, financial or
otherwise in respect of every Director and manager; every other key managerial personnel and relatives of such persons,
in respect of special business to be transacted at the meeting, shall be annexed to the notice. The Board may also call an
EGM whenever it thinks fit and it shall do so upon a requisition in writing by any Shareholder(s) holding in aggregate
not less than one-tenth of the issued and paid-up capital upon which all calls or other sums then due have been paid.
Where any resolution requires special notice, notice of the intention to move the resolution should be given to our
Company by such number of members not less than one percent of total voting power that has been paid-up and our
Company shall immediately on receipt of the notice of intention give its members notice of the resolution in the same
manner as it gives notice of the meeting.

The quorum requirements for a general meeting are as prescribed under Section 103 of the Companies Act, 2013. If the
quorum is not present within half an hour of the time appointed for a meeting, the meeting, if convened upon such
requisition as aforesaid, shall be dissolved; but in any other case it shall stand adjourned to the same day in the next week
at the same time and place or to such other day and at such other time and place as the Board may determine and if at
such adjourned meeting, a quorum is not present at the expiration of half an hour from the time appointed for holding the
meeting, the members present shall be a quorum and may transact the business for which the meeting was called. The
Articles further provide that no business shall be transacted at any adjourned meeting other than the business left
unfinished at the meeting from which the adjournment took place. The meetings should be convened in the presence of a
chairman. A resolution put to vote shall be decided on a show of hands, unless a poll is ordered to be taken by the
chairman. At every AGM of our Company there shall be laid before the meeting, the Directors’ report and audited
statement of accounts, Auditor’s report, proxies and the register of Directors’ and key managerial personnels’
shareholding and a register of contracts or arrangements in which the Directors and key managerial personnel is
interested as required under Section 170 of the Companies Act, 2013. Minutes of the AGM are to be maintained and
shall be evidence of the proceedings recorded therein.

Voting Rights

Every Shareholder present in person shall have one vote on a show of hands, and on poll, the Shareholder present in
person or by proxy shall have voting rights in proportion to his share of the paid-up capital of our Company held by him,
subject to any rights or restrictions for the time being attached to any class or classes of shares. The instrument
appointing a proxy and the power of attorney (or other authority, if any) under which it is signed is required to be
deposited at the registered office at least 48 hours before the time of the meeting. A vote given in accordance with the
terms of an instrument appointing a proxy shall be valid notwithstanding the prior death or insanity of the principal or
revocation of the proxy, or transfer of the share in respect of which the vote is given, provided no intimation in writing of
the death, insanity, revocation or transfer of the share shall have been received by our Company at the registered office
before the meeting. Further, no Shareholder shall be entitled to exercise any voting right personally or by proxy at any
meeting of our Company in respect of any shares registered in his name on which any calls or other sums presently
payable by him have not been paid. No objection to the validity of a vote shall be made except during the meeting or poll
and every vote not disallowed shall be deemed valid for all purposes of such meeting or poll. The chairman of the
meeting shall be the judge of the validity of the vote.

Annual Report and Financial Results

The annual report is required to be laid before the Shareholders at the AGM. This includes financial information such as
the audited financial statements as of the date of closing of the financial year, Directors’ report, management’s discussion
and analysis and a corporate governance section, and is sent to the Shareholders in advance in compliance with
applicable laws. Our Company is required to file the annual report with the RoC within 30 days from the date of the
AGM. Our Company must also publish its financial results in at least one English daily newspaper circulating in the
whole or substantially the whole of India and also in a newspaper published in the language of the region where the
registered office is situated. Our Company is required to file certain information on-line, including the annual report,
financial statements and the shareholding pattern statement, in accordance with the requirements of the Listing
Regulations.
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Buy-Back

A company is empowered to buy-back its own shares or other specified securities out of its free reserves, the securities
premium account or the proceeds of any fresh issue of shares or other specified securities (other than the kind of shares
or securities proposed to be bought back) subject to certain conditions. Further, a company buying back its securities is
not permitted to buy back any securities for a period of one year from the date of closure of the preceding offer of buy-
back or to issue the same kind of securities for six months subject to certain limited exceptions. Other than as described
above, a company is prohibited from acquiring its own shares unless the consequent reduction of capital is effected by an
approval of at least 75% of its shareholders, voting on it in accordance with the Companies Act and sanctioned by the
High Court in terms of the Companies Act. Subject to certain conditions, a public company is prohibited from giving,
whether directly or indirectly and whether by means of loan, guarantee, provision of security or otherwise, any financial
assistance for the purpose of or in connection with a purchase or subscription made or to be made by any person for any
shares in the company or its holding company.

A company is also prohibited from purchasing its own shares or specified securities through any subsidiary company
including its own subsidiary companies or through any investment company or group of investment companies. Further,
a company is prohibited from purchasing its own shares or specified securities, inter alia, if the company is in default
with respect to the repayment of deposit or interest, in the redemption of debentures or preference shares, in payment of
dividend to a shareholder, in repayment of any term loan or interest payable thereon to any financial institution or bank.

Liquidation Rights
In the event of our Company being wound up, whether voluntarily or otherwise, the liquidators may, with the sanction of
a special resolution, divide amongst the contributories in specie, any part of the assets of our Company and may, with the

like sanction, vest the whole or any part of such assets in trustees upon such trusts for the benefit of the contributories as
the liquidator, with the like sanction shall think fit.
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To,

The Board of Directors
Kwality Limited

KDIL House, F-82,

Shivaji Place, Rajouri Garden,
New Delhi -110027

Dear Sirs,

SUB: STATEMENT OF POSSIBLE SPECIAL INCOME TAX BENEFITS AVAILABLE TO
KWALITY LIMITED AND ITS SHAREHOLDERS

We, MSKA & Associates, Chartered Accountants, the statutory auditors of Kwality Limited
(“The Company”), have been requested vide engagement letter dated June 26, 2018 to provide
the possible special income tax benefits, in annexure 1, available to the Company and to the
shareholders of the Company under the Income-tax Act, 1961 (“the Act”) presently in force in
India as amended by Finance Act 2018, applicable for the Financial Years 2018- 19 relevant to
Assessment Year 2019-20.

Any subsequent amendment/ modification to these provisions of the Act may have an impact on
the views contained in our statement. These special Income tax benefits are dependent on the
Company or its shareholders fulfilling the conditions prescribed under the relevant provisions of
the Act, failing which such benefits may not accrue or be available.

This statement of possible special income tax benefits is required as per the Securities and
Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2009 as
amended (‘SEBI ICDR Regulations”). While the term ‘special tax benefits’ has not been defined under
the SEBI ICDR Regulations, for the purpose of this statement, it is assumed that with respect to
special tax benefits available to the Company, the same would include those benefits available
under the Act which provide deduction from total income on fulfillment of specified conditions or
deduction of specified expenditure from the profits and gains arising from business or profession
on fulfillment of specified conditions. Special tax benefits are available to the Company under
section 80-IB of the Act, subject to fulfilling the conditioned mentioned therein. With respect to the
shareholders, it is assumed that benefits available within the scope of Section 10(34) and Section
112A of the Act which provide exemptions / concessional tax rates to the shareholders from the
total income earned are within the ambit of special tax benefits for the purpose of this statement.
Any benefits under the Act other than those specified herein above are considered to be general tax
benefits and therefore not covered within the ambit of this statement. Further, any benefits
available under any other laws within or outside India have not been examined and covered by this
statement. In respect of non-residents, the tax rates and the consequent taxation shall be further
subject to any benefits available under the applicable Double Taxation Avoidance Agreement, if
any, between India and the country in which the non-resident has fiscal domicile.

The benefits discussed in the enclosed statement are not exhaustive. We are informed that this
statement is only intended to provide general information to the investors and is neither designed
nor intended to be a substitute for professional advice. In view of the distinct nature of the tax
consequences and the changing tax laws, each investor is advised to consult their own tax
consultant with respect to the specific tax implications arising out of their participation in the
issue and we shall in no way be liable or responsible to any shareholder or subscriber for placing
reliance upon the contents of this statement. Also, any tax information included in this written
communication was not intended or written to be used, and it cannot be used by the Company or
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the investor, for the purpose of avoiding any penalties that may be imposed by any regulatory,
governmental taxing authority or agency. While all reasonable care has been taken in the
preparation of this statement, we accept no responsibility for any errors or omissions therein or
for any loss sustained by any person who relies on it.

We do not express any opinion or provide any assurance whether:

e The Company or its shareholders will continue to obtain these benefits in future;

¢ The conditions prescribed for availing the benefits have been/would be met;

e The revenue authorities/courts will concur with the views expressed herein.

The contents of the enclosed statement are based on information, explanations and
representations obtained from the Company and on the basis of our understanding of the business
activities and operations of the Company. We have relied upon the information and documents of
the Company being true, correct and complete and have not audited or tested them. Our view,
under no circumstances, is to be considered as an audit opinion under any regulation or law. Our
Firm or any of partners or affiliates, shall not be responsible for any loss, penalties, surcharges,
interest or additional tax or any tax or non-tax, monetary or non-monetary, effects or liabilities
(consequential, indirect, punitive or incidental) before any authority / otherwise within or outside
India arising from the supply of incorrect or incomplete information of the Company.

This Report has been issued solely at the request of the Company for use in connection with the Issue
and this report or extract thereof may accordingly be included in the preliminary placement document
and the placement document to be filed by the Company with the Stock Exchanges, the Securities and
Exchange Board of India, and the Registrar of Companies, or shared with any other authority and the
Placement Agent including for records to be maintained by the Placement Agent in relation to the Issue.
This report is not to be used, circulated, quoted, or otherwise referred to for any other purpose without
our prior written consent except the reference may be made to it in any list of closing documents in
relation to Company’s internal use pertaining to the Issue.

For MSKA & Associates

Chartered Accountants
Firm Registration Number: 105047W

Sd/-

Amit Mitra

Partner

Membership Number: 094518
Place: Gurugram

Date: July 23, 2018
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ANNEXURE

STATEMENT OF POSSIBLE SPECIAL INCOME TAX BENEFITS AVAILABLE TO THE
COMPANY AND ITS SHAREHOLDERS UNDER THE APPLICABLE TAX LAWS IN INDIA

Outlined below are the possible special Income tax benefits available to the Company and its shareholders under
the Income tax Act, 1961 (“the Act”) as amended by the Finance Act 2018, i.e. applicable for the Financial
Year 2018-19 relevant to the Assessment Year 2019-20, presently in force in India.

L. SPECIAL INCOME TAX BENEFITS AVAILABLE TO THE COMPANY

The Company is eligible for deduction under section 80-IB of the Act, in case of an undertaking deriving profit
from the business of processing, preservation and packaging of dairy products, provided that such undertaking of
the Company begins to operates such business after 1* day of April, 2009. The deduction is equivalent to 100% of
the profits and gains derived from such undertaking for the first 5 initial Assessment Years beginning with the
initial assessment year and 30% of the profits and gains derived from the from the operation of such business for
the next 5 Assessment Years subject to fulfillment of specified conditions. The Company may claim such benefit in
future years subject to fulfilling the then prevailing provisions under the Act. It is pertinent to note that to claim the
benefit of section 80-1B, the Company is required to keep in mind the following conditions as well:

@) Deduction shall be allowed to the Company only if it furnishes a valid return of income on or
before the due date specified as per section 139(1) of the Act;

(i1) The business of the Company is not formed by splitting up or reconstruction of the business, which
is already in existence, subject to section 33B of the Act;

(iii) The business of the Company is not formed by the transfer of machinery or plant, previously used
for any purpose; subject to the following:

1. Any machinery or plant used outside India, by any person other than the Company shall not be
regarded as previously used if (A) such machinery or plant not used in India; (B) such machinery or
plant is imported into India from any country outside India; (C) no depreciation have been claimed on
such machinery or plant under the provisions of the Act.

2. If any machinery or plant, which is used previously is transferred to the business of the Company, the
total value of such transferred machinery or plant should not exceed 20% of the total value of the
machinery or plant used in the business of the Company.

(iv) The computation of income shall be computed, as if the aforesaid business of dairy products is only
source of income of the Company;

\2) The accounts of the eligible business have been audited by an accountant, as per explanation below
to section 288(2) of the Act and report of such audit is duly signed and verified in prescribed form
by such accountant;

(vi) Where the goods of the business of the Company are transferred to any other business carried on by the
Company or vice-versa, consideration of such transfer should be at arm’s length price.
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(vii)

II. SPECIAL

a)

b)

c)

d)

e)

The amount of profit or gains, claimed under section 80-IB should not be claimed under any other
provisions of the Act.

INCOME TAX BENEFITS AVAILABLE TO SHAREHOLDERS

Dividend income received by the shareholders is exempt from income tax under section 10(34) of
the Act subject to provisions of Section 115 -O of the Act (Section 115 — O of the Act provides for
payment of income tax in the form of dividend distribution tax by the dividend paying company on
dividend declared/distributed).

As per the provisions of Section 14A of the Income-tax Act, no deduction is allowed in respect of any
expenditure incurred in relation to such dividend income to be computed in accordance with the
provisions contained therein.

Also, Section 94(7) of the Act provides that losses arising from the sale/transfer of shares purchased upto
three months prior to the record date and sold or transferred within three months after such date, will
be disallowed to the extent dividend income on such shares is claimed as tax exempt by the
shareholders.

Section 112A of the Act provides for concessional rate of tax on capital gain arising from the
transfer of a long term capital asset (i.e. capital asset held for the period of 12 months or more)
being an Equity Share in a company or a unit of an equity oriented fund, subject to Securities
Transaction Tax, with effect from April 1, 2019 (i.e. Assessment Year 2019-20). As per the
provision of section 112A of the Act, long term capital gain up to Rs.1,00,000 shall be exempt.
Further, long term capital gain in excess of Rs. 1,00,000 is chargeable to tax at a rate of 10% (plus
surcharge and cess as may be applicable) without giving benefit of indexation of cost of acquisition.

As per section 115BBDA of the ACT, dividend declared, distributed or paid by the Company shall
be taxable @ 10%, in excess of INR 10 Lakhs of such dividend, in the hands of individual, Hindu
Undivided Family or Firm (resident in India).
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LEGAL PROCEEDINGS

We are, from time to time, involved in various legal proceedings in the ordinary course of business, which involve matters
pertaining to, amongst others, civil, tax, regulatory and other disputes. As on date of this Preliminary Placement Document,
except as disclosed hereunder, we are not involved in any material governmental, legal or arbitration proceedings or
litigation and we are not aware of any pending or threatened material governmental, legal or arbitration proceedings or
litigation relating to them which may have a material effect on our financial condition, the results of operations or cash
flows. It is clarified that for the purposes of the above, pre-litigation notices received by our Company, Subsidiary,
Directors or the Promoter shall, unless otherwise decided by our Board of Directors, not be considered as litigation until
such time that our Company or its Subsidiary, or Directors or Promoter, as the case may be, is impleaded as a defendant in
litigation proceedings before any judicial forum. All terms defined in a particular litigation are for that particular litigation
only.

A. Material Proceedings involving our Company
Material Litigation by our Company:

Our Company has filed a special leave petition before the Hon’ble Supreme Court of India against an order of the
High Court of Punjab & Haryana relating to the applicability of the Haryana Murrah Buffalo and Other Milch
Animal Breed (Preservation and Development of Animal Husbandry and Dairy Development Sector) Act, 2001. The
Semen Bank Officer of the Haryana Livestock Development Board has imposed a cess of Rs. 42.18 million as
principal and Rs. 374.00 million as interest upon our Company, against which, our Company has deposited a sum of
Rs. 21.30 million under protest for the present year, and an amount of Rs. 18.77 million under protest for the
preceding one. The matter is currently pending.

Material Litigation against our Company:
Material Civil Litigation

1. Unilever Industries Private Limited and Hindustan Unilever Limited (the “Petitioners™) have filed a civil suit
against the Company before the Calcutta High Court, seeking, inter alia, an injunction restraining (a) the
Company, its directors, servants, agents, stockists, dealers, distributors and all persons claiming through it (the
“Identified Parties”) from manufacturing, collecting, marketing, selling, trading in and/or otherwise dealing in
milk and milk products bearing or under the trade mark of “KWALITY” or “KDIL’s KWALITY” or any other trade
mark similar thereto; (b) restraining the Identified Parties from using the domain name “Kwality.com” or any other
corporate name or business name or trading style or domain name or trading style or domain name similar thereto.
The Company is in the process of submitting its response in the aforesaid matter. The matter is currently pending.

Regulatory Proceedings

1. The Food Safety Officer, Bharatpur (“FSO-B”), has filed a complaint against Ashok Kumar Khandelwal and
certain others, including our Company (the “Defendants™), before the Adjudication Officer & Additional
District Magistrate, Bharatpur (Rajasthan). The FSO-B has alleged violation of certain provision of the Food
Safety and Standards Act, 2006, as amended, and the Food Safety and Standards (Packaging and Labelling)
Regulation, 2011, pertaining to misbranding and mislabelling of certain products of our Company by the
Defendants, and invoked action under Section 26 of the FSS Act. The matter is currently pending.

2. The Food Safety Officer, North Central Railways, Agra (“FSO-A”), has issued a notice to Rajesh Saraswat
and certain others, including our Company (the “Noticees”). The FSO-A has alleged that the tetra pack used
for certain milk products of our Company was defective, and has sent such seized items for forensic analysis.
No further correspondence has been received in the aforesaid matter.
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3. The Food Safety Officer, Banswada, Rajasthan (“FSO-Ba”), has issued a notice to our Company (the
“Noticee”). The FSO-Ba has alleged that certain ghee products of our Company were misbranded. No further
correspondence has been received in the aforesaid matter.

4. The Food Safety Officer, Eastern Railway, Kolkata (“FSO-ER”) has issued a notice to our Company alleging
that a sample of a toned milk, tetra pack was found to be misbranded. Subsequently, FSO-ER has filed a case
against our Company before the Adjudicating Officer, Kolkata. The matter is currently pending.

5. The Food Safety Officer, Rudrapryag, (“FSO-Ru”), has issued a notice to Ravi Kumar Gupta and certain
others, including our Company (the “Noticees”). The FSO-Ru has alleged that certain packets of toned milk
manufactured by our Company were sub-standard. Subsequently, a case was registered under Sections 26 and
27 of the FSS Act before the Additional District Magistrate Administration, Rudraprayag (“ADM-Ru”). The
matter is currently pending

6. The Food Safety Officer, Gautam Budh Nagar (“FSO-G”), has issued a notice to Savoy Suites and certain
others, including our Company (the “Noticees”). The FSO-G has alleged that certain pasteurized toned milk
products of Company were undernourished. Subsequently, a case was registered under Sections 5 and 51 of
the FSS Act before the Additional District Magistrate Administration, Gautam Budh Nagar (“ADM-G”). The
ADM-G has vide an order dated December 16, 2017, imposed a penalty of Rs. 0.25 million upon our
Company (“ADM-G’s Order”). Aggrieved by the ADM-G’s Order, our Company has filed an appeal before
the District Judge, Meerut (“DJ-M”). The DJ-M has vide an order dated February 27, 2018, stayed the
operation of the ADM-G’s Order subject to the deposit of 25% of the penalty by our Company. Subsequently,
our Company has deposited the aforesaid amount. The matter is currently pending.

7. The Food Safety Officer, Kota, Rajasthan (“FSO-K”), has issued a notice to Nirma Jain and certain others,
including our Company (the “Noticees”). The FSO-K has alleged that certain ghee products of Company were
sub-standard. Subsequently, a case was registered under Sections 5 and 51 of the FSS Act before the
Additional District Magistrate Administration, Kota (“ADM-K”). The ADM-K has vide an order dated
August 18, 2013, imposed a penalty of Rs. 0.05 million upon our Company (“ADM-K’s Order”). Our
Company is yet to file an appeal in the aforesaid matter. The matter is currently pending.

8. The Food Safety Officer, Bulandshahr (“FSO-Bu”) has alleged that a sample of a milk product of our
Company was found to be deficient. Subsequently, a case was registered before the Additional District
Magistrate Administration, Bulandshahr (“ADM-Bu”). The ADM-Bu has vide an order dated May 11, 2017,
imposed a penalty of Rs. 0.40 million upon our Company (“ADM-Bu’s Order”). Aggrieved by the ADM-
Bu’s Order, our Company has filed an appeal before the District Judge, Bulandshahr (“DJ-Bu”). The DJ-Bu
has stayed the operation of the ADM-Bu’s Order subject to the deposit of 50% of the penalty by our
Company. Our Company is yet to deposit the aforesaid amount. The matter is currently pending.

Tax Proceedings involving our Company

We have disclosed claims relating to direct and indirect taxes involving our Company in a consolidated manner
giving details of number of cases and total amount involved in such claims:

Particulars Number of Cases | Aggregate Amount of Tax Involved (Rs. in Million)
Direct Tax 12 Cannot be ascertained
Indirect Tax 23 287.28
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Other Matters

1.

Our Company has received a notice from ALPS Logistic Limited (“ALPS”) under Section 8 of the Insolvency
and Bankruptcy Code, 2016. ALPS has demanded a sum of Rs. 0.30 million in respect of alleged freight
services rendered, along with interest at the rate of 18% per annum. Our Company is yet to respond to the
aforesaid notice.

Our Company has received a notice from Barflex Polyfilms Private Limited (“Barflex’’) under Section 8 of the
Insolvency and Bankruptcy Code, 2016. Barflex has demanded a sum of Rs. 6.16 million in respect of an
alleged supply of materials (polyfilm), along with interest at the rate of 18% per annum. Our Company is yet
to respond to the aforesaid notice.

NSE has vide its email dated 21* April, 2017, sought clarifications with respect to compliance to be made
under provisions of Regulations 29(1)(d) of Listing Regulations and observed that our company proposed to
raise funds by way of Preferential issue / QIP etc. in its Board Meeting held on August 17, 2017 and have not
made adequate disclosures in line with requirements of Reg. 29 w.r.t prior intimation of board meeting for
fund raising along with specifically mentioning type of issue. Our Company has responded to the aforesaid
matter and provided the relevant documents. No further communication has been received in this matter.

NSE has vide its letter dated July 24, 2018, sought certain clarifications in respect of the shareholding pattern
filed by our Company for the quarter-ended March 31, 2018, as well as the shareholding pattern for the
quarter-ending June 30, 2018. NSE has, inter alia, sought clarifications in respect of certain alleged
discrepancy in shareholding pattern of our Promoter. Our Company has responded to the aforesaid matter and
provided the relevant documents. No further communication has been received in this matter.

NSE has vide its letter dated July 19, 2018, sought certain clarifications in respect of the meeting of our Board
held on July 3, 2018. NSE has, inter alia, sought clarifications in respect of the outcome in respect of certain
agenda items, namely the buyback of securities/issue of bonus shares/interim dividend, which were discussed,
and consequently deferred for the time being, at the aforesaid meeting. Our Company has responded to the
aforesaid matter and provided the relevant documents. No further communication has been received in this
matter.

SEBI has vide its email dated July 24, 2018 and August 02, 2018, sought certain clarifications as to whether
the necessary disclosures prescribed under the Takeover Regulations and Insider Trading Regulations, were
made in respect of certain trades executed by our past Director, Mr. Sidhant Gupta, during March 2018 to May
2018. Our Company has responded to the aforesaid email and submitted the relevant supporting documents.
No further communication has been received in this matter.

NSE has vide various emails to our Company stated that it has not received the financial results of the
Company for the quarter ended June 30, 2018, by the stipulated date in accordance with the requirements of
Regulation 33 of the Listing Regulations. Further, NSE has imposed a daily penalty of Rs. 5000, which will
continue to be levied till the date of compliance, and if the non-compliance continues for more than 15 days,
an additional fine of 0.1% of the paid-up capital of the Company or Rs. 1 Crore, whichever is less, will be
levied upon our Company. Our Company has also received certain emails from the BSE in this regard.
Subsequently, our Company has deposited an amount of Rs. 0.08 million with each of the Stock Exchange in
respect of the aforesaid matter. The Company has deposited the above said amount to the exchange for the
non-compliance as stated above till the period August 30, 2018.

For details of the notices received by our Company from its lenders and the lender to its Subsidiary, please see
“Other Confirmations - Defaults in respect of dues payable” herein below.
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Material Proceedings involving our Subsidiary

Other Matters

1.

Our Subsidiary, namely Kwality Dairy Products FZE has received a notice from IDBI Bank Limited (DIFC
Bank) (“IDBI DIFC”) dated July 24, 2018, in respect of certain working capital facilities availed by the
Subsidiary from IDBI DIFC. IDBI DIFC has, inter alia, alleged that our Subsidiary has failed and neglected to
pay IDBI DIFC interest and other monies/dues on the principal amounts from time to time; cancelled the then
unavailed credit facilities; declared that the outstanding dues aggregating to US$ 12.75 million have become
due and payable; and called upon the Subsidiary to pay IDBI DIFC within a period of 10 days thereof. Our
Subsidiary is in the process of responding to the aforesaid notice.

For details of the notices received by our Subsidiary from its lender, please see “Other Confirmations - Defaults in

respect of dues payable” herein below.

Material Proceedings involving our Promoter

Material Proceedings against Mr. Sanjay Dhingra

Criminal Proceedings

1.

A first information report has been filed at the District Ambedkar Nagar, Baskhari (Uttar Pradesh) Police
Station against our Promoter, namely Mr. Sanjay Dhingra, and certain employees of our Company, by certain
milk suppliers under Section 406 of the Indian Penal Code, 1860. The complainants have alleged that dues
amounting to Rs. 120 million have not been paid to them by our Company. The matter is currently ongoing.

A first information report has been filed at the District Sultanpur, Dehat (Uttar Pradesh) Police Station against
our Promoter, namely Mr. Sanjay Dhingra, and certain employees of our Company, by certain transporters
under Section 406 and 420 of the Indian Penal Code, 1860. The complainants have alleged that dues
amounting to Rs. 1.10 million have not been paid to them by our Company. The matter is currently ongoing.

Material Civil Proceedings

3.

Indian Overseas Bank (“IOB”) has filed an original application before the Debt Recovery Tribunal - I, Delhi
(“DRT”) against JMD Oil Private Limited (“JMD”) and certain others, including our Promoter, Mr. Sanjay
Dhingra, for the recovery of Rs. 1,046 crores. Pending final adjudication, [OB had moved an application, inter
alia, for the attachment of the Equity Shares owned by Mr. Sanjay Dhingra. While Mr. Sanjay Dhingra had
previously provided a personal guarantee in respect of certain secured credit facilities availed by JMD,
pursuant to a family settlement arrived at amongst the relatives of Late Shri Jamna Ram Dhingra in October
2010, Mr. Sanjay Dhingra had disassociated from JMD. Consequently, IOB vide its letter dated June 21, 2011,
inter alia, waived the personal guarantee of Mr. Sanjay Dhingra, and sought additional guarantees from other
defendants that had a continuing stake in JMD. Accordingly, the DRT vide an order dated September 28, 2017
(“DRT Interim Order”), refused to attach the Equity Shares owned by Mr. Sanjay Dhingra. Aggrieved by the
DRT Interim Order, IOB filed an appeal before the Debt Recovery Appellate Tribunal, Delhi. The matter is
currently pending.

Other Matters

1.

Our Promoter, Mr. Sanjay Dhingra, has received a notice from the Bank of Baroda under Section 138 of the
Negotiable Instruments Act, 1881, in his capacity as a guarantor in respect of certain financial facilities
availed by the Company. Mr. Dhingra had issued two cheques, aggregating to Rs.3.30 crores, towards part
satisfaction of the debt of the Company, which were returned on presentation. Mr. Dhingra is yet to respond to
the aforesaid notice.
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For details of the notices received by our Promoter from the lenders to our Company and our Subsidiary, please see
“Other Confirmations - Defaults in respect of dues payable” herein below.

Tax Proceedings involving our Promoter

We have disclosed claims relating to direct taxes involving our Promoter in a consolidated manner giving details of
number of cases and total amount involved in such claims:

Aggregate Amount of Tax Involved
Particulars Number of Cases
(Rs. in Million)

Direct Tax 7 Rs. 14,94,749/- is payable in one case and liability cannot
be ascertained in other cases

Other Confirmations

Material Frauds

No material frauds have been committed against our Company during the last three years.
Defaults in respect of dues payable

Our Company has been generally regular in depositing undisputed statutory dues including provident fund, employees’ state
insurance, sales-tax, service tax, duty of customs, duty of excise, value added tax, cess and other material statutory dues
with appropriate authorities, except undisputed amount of Income Tax Liability of Rs. 1,792.90 million outstanding as at
March 31, 2018, for a period exceeding six months from the date it became payable. Out of the aforesaid undisputed
amount of Income Tax Liability, Rs. 41.73 million has been paid as on August 29, 2018.

Further, as at August 29, 2018, there are no dues of income tax, service tax, customs duty, excise duty, value added tax, cess
and any other statutory dues which have not been deposited with the appropriate authorities on account of any dispute
except as under:

Period to

Nature Amount* which the
Name of Statute Forum where Dispute is Pending

of Dues (Rs. in Million) amount

relates
Uttar Pradesh VAT VAT 1.55 2013-14 Addl. Comm. (Appeal), Ghaziabad
Uttar Pradesh VAT VAT 3.38 2014-15 Tribunal (2nd Appeal), Aligarh
Uttar Pradesh VAT VAT 0.34 2014-15 Tribunal (2nd Appeal by Deptt.), Aligarh
Uttar Pradesh VAT VAT 1.64 2014-15 Tribunal (2nd Appeal by Deptt.), Aligarh
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Period to

Nature Amount* which the
Name of Statute Forum where Dispute is Pending

of Dues (Rs. in Million) amount

relates

Uttar Pradesh VAT* VAT 2015-16 AC, Debai
Uttar Pradesh VAT* VAT 2016-17 JC (Audit), Ghaziabad
Uttar Pradesh GST GST 0.13 2017-18 JC (SIB), Bulandshahar
Haryana VAT VAT 0.04 2012-13 DETC Cum Assessing Authority, Palwal
Haryana VAT VAT 34.09 2013-14 Joint Commissioner (Appeals), FAridabad
Haryana VAT VAT 130.36 2014-15 Joint Commissioner (Appeals), FAridabad
st | var |
Haryana VAT* VAT 84.95 2017-18 ETO cum Assessing Authority, HARYANA
Haryana GST GST 17.95 2017-18 ]\ij(:ricsl: Pilwzlaxation Officer/Proper Officer,
Rajasthan VAT VAT 1.85 2014-15 Appealate Authority, Appeals 111, Jaipur
Delhi VAT VAT 1.09 2012-13 Commissioner (VAT), Appeals, Delhi
Delhi VAT* VAT 2015-16 VATO, Ward 58, Delhi
Delhi VAT* VAT 2016-17 VATO, Ward 58, Delhi
Punjab VAT VAT 1.61 2012-13 DETC(Appeals) cum JD(Appeals) Patiala
Punjab VAT VAT 0.60 2012-13 DETC(Appeals) cum JD(Appeals) Patiala
Punjab VAT VAT 0.79 2016-17 AETC, Mobile Wing, Amritsar
Gujarat VAT* VAT - 2015-16 ACCT, Unit 21, Ahmedabad
i‘;ﬁclﬁfder Service | _ - if;reﬂ 310: 22%1157 " | Superintendent (Audit), Audit Circle-6
DEPB DEPB 6.94 CESTAT ,Mumbai Nava Shava

* Liabilities cannot be ascertained
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i) Details of Notice received in regard to Income Tax Search u/s 132 of the Income Tax Act 1961
conducted on 22.08.2017.

Asst. Yr. /Yrs. U/s Notice No. Notice Date
2011-12 148 ITBA/AST/S/148/2017-18/1009556161(1) 29.03.2018
2012-13 to 2017-18 153A 6 Nos. Notices without No. 08.03.2018
Reason for reopening u/s 147 of Income Tax
2011-12 147/148 | Act 10.07.2018
ii) List of recent Income Tax Notices.
Asst. Yr. /Yrs. | U/s Notice No. Notice Date Remarks
F. No. 10/PCIT(C)-
2016-17 & | 276(2) and | 1/Hgrs./Prosecution/Kwality/Kol/2017-
2017-18 277 18/9770 27.03.2018 -
2015-16 to ACIT/CC-2(3)/Kol/Kwality  Gr./2017-
2017-18 221 18/1882 13.03.2018 -
F. No. 24/PCIT(C)-
2016-17 & | 276(2) and | 1/Hgrs./Prosecution/Kwality/Kol/2017- 12-
2017-18 277 18/9027 13.03.2018 -
Details related
to Rajesh
2011-12 to Kumar and
2017-18 131(1A) DDIT(Inv.)/STR/Unit-1(1)/2018-19/157 | 25.04.2018 Sons asked
Memo  No. PCIT ( C )- For Launching
1/Hgrs./Kwality/Prosecution/Kol/3085- Prosecution u/s
2016-17 279(1) 90 29.06.2018 276C(2)
For Launching
Memo No. PCIT ( C )-1/Hgrs./M/s. Prosecution u/s
2016-17 279(1) Kwality/Prosecution/Kol/18-19/3091-96 | 02.07.2018 277
For Launching
Memo No. PCIT ( C )-1/M/s, Prosecution u/s
2017-18 279(1) Federal/Prosecution/Kol/3103-3108 29.06.2018 276C(2)
Memo No. PCIT ( C )-1/M/s, For Launching
Fedderal/Prosecution/Kol/18-19/3097- Prosecution u/s
2017-18 279(1) 3102 02.07.2018 277
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iii) List of letter received from IT-TDS Department

Financial Year Nature | Order No. Order Date Remarks
F. No. ACIT. /Circle Decline in TDS
2017-18 and 2018-19 Letter 75(1)/2018-19 01.08.2018 Collection

Except as disclosed herein below, our Company and our Subsidiary has not defaulted in any deposits accepted and
payment of interest or principal on any loan from any bank or financial institution or any debentures:

1.

Our Company has availed working capital facility of Rs 1125 crs. (Fund Based and non-fund based), under
consortium arrangement comprising Bank of India, Bank of Baroda, Andhra Bank, Allahabad Bank, Central Bank of
India, Corporation Bank, IDBI Bank, Canara Bank, Syndicate Bank and Dhanlaxmi Bank. Due to non-servicing of
interest, devolvement of letter of credit, invocation of bank guarantee and other factors the account has been
classified as sub-standard assets (non-performing assets) with all the banks except Bank of India and IDBI Bank. The
total overdue amount with the above-mentioned Banks as on 31" August 2018 is Rs. 41.43 crores. Further, the
Company has also received recall notice/ notice for payment of overdue amount from the above mentioned banks.

Our Company has received a notice under section 13(2) of the SARFAESI Act from Bank of Baroda (“BoB”) dated
August 3, 2018, stating, inter alia, that (a) our Company has committed defaults in payment of interest in respect of
certain facilities availed by it from a consortium of lenders led by Bank of India for the quarter ended June 30, 2018;
and (b) the Company’s loan account has been classified as a ‘non-performing asset’ on June 30, 2018. Further, BoB
has called upon the Company to pay an amount of Rs. 1619.10 million within 60 days of the aforesaid notice.

Our Company has received a notice under section 13(2) of the SARFAESI Act from Andhra Bank (“Andhra’) dated
August 17, 2018, stating, inter alia, that (a) our Company has committed defaults in payment of interest in respect of
certain facilities availed by it from a consortium of lenders led by Bank of India for the quarter ended June 30, 2018;
and (b) the Company’s loan account has been classified as a ‘non-performing asset’ on July 31, 2018. Further,
Andhra Bank has called upon the Company to pay an amount of Rs. 1970.38 million within 60 days of the aforesaid
notice. Further, the bank vide letter dated August 21, 2018 has invoked guarantee of Mr. Sanjay Dhingra (Promoter)
and intimated about the freezing of debit transaction in his account and appropriation of credit balance towards
liability of the Company account.

Our Company has received a notice under section 13(2) of the SARFAESI Act from Corporation Bank dated August
31, 2018, stating, inter alia, that (a) our Company has committed defaults in payment of interest in respect of certain
facilities availed by it from a consortium of lenders led by Bank of India. The Company’s loan account has been
classified as a ‘non-performing asset’ on July 29, 2018. Further, Corporation Bank has called upon the Company to
pay an amount of Rs. 1101.65 million within 60 days of the aforesaid notice. Further, the bank vide letter dated
August 29, 2018 has invoked guarantee of Mr. Sanjay Dhingra (Promoter).Our Company has received a notice from
Mahindra and Mahindra Finance Limited dated August 24, 2018, in respect of corporate loans availed by the
Company and has classified the account as sub-standard assets (non-performing asset).

Our Company has availed short/ long term loan and Non-convertible debentures from IFCI Limited, Aditya Birla
Finance Limited, Karur Vysya Bank, Hero Fincorp Limited, Mahindra and Mahindra Finance Limited, Woori Bank,
Union Bank of India Limited (UK), KKR India Financial Services Private Limited. Due to non-payment of
installment (principal/ interest), the Company has received recall notice/ notice for payment of overdue amount from
the above mentioned banks. The total overdue amount as on August 31, 2018 of all the above term lenders is Rs.
508.70 million.

Our Company has received a notice under section 13(2) of the SARFAESI Act from Karur Vysya Bank (“KVB”)
dated August 30, 2018, in respect of corporate loans availed by the Company. KVB has demanded that our Company
pay the entire amount of Rs. 210.33 million within 60 days from the date of the aforesaid notice. KVB has classified
the account as sub-standard assets (non-performing asset) on dated August 16, 2018.
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Our Company and our Promoter (“Noticees™) have each received notices from IDBI Bank Limited (DIFC Bank)
(“IDBI DIFC”) dated July 24, 2018, and August 4, 2018, in respect of certain working capital facilities availed by
the Subsidiary, namely Kwality Dairy Products FZE, from IDBI DIFC, for which the Noticees have each provided
guarantees to IDBI DIFC. IDBI DIFC has, inter alia, alleged that the Subsidiary has failed and neglected to pay IDBI
DIFC interest and other monies/dues on the principal amounts from time to time; cancelled the then unavailed credit
facilities; declared that the outstanding dues aggregating to US$ 12.75 million have become due and payable; and
called upon the Noticees to pay IDBI DIFC by August 20, 2018.

American Express Banking Corp (“Amex”) has served a petition to be filed before the National Company Law
Tribunal, Principal Bench, New Delhi, against our Company, our Promoter and Mr. Sidhant Gupta in their capacity
as corporate debtors (the “Corporate Debtors”). Amex has alleged that the Corporate Debtors did not maintain
financial discipline and committed willful and deliberate defaults in repayment of dues under certain credit cards
availed from Amex. Further, Amex has sought for the recovery of Rs. 67.59 million as the amounts due and payable
by the Corporate Debtors. Subsequently, Company has arrived a one-time payment/ settlement plan with Amex for
payment of Rs. 62.0 million against total dues in tranches.

Our Subsidiary, namely Kwality Dairy Products FZE has received a notice from IDBI Bank Limited (DIFC Bank)
(“IDBI DIFC”) dated July 24, 2018, in respect of certain working capital facilities availed by the Subsidiary from
IDBI DIFC. IDBI DIFC has, inter alia, alleged that our Subsidiary has failed and neglected to pay IDBI DIFC
interest and other monies/dues on the principal amounts from time to time; cancelled the then unavailed credit
facilities; declared that the outstanding dues aggregating to US$ 12.75 million have become due and payable; and
called upon the Subsidiary to pay IDBI DIFC within a period of 10 days thereof. Our Subsidiary is in the process of
responding to the aforesaid notice.

Litigation or Legal Action against the Promoter by any Ministry, Government Department or Statutory Authority

Except as set out below, there is no, and has been no, litigation or legal action pending or taken by any ministry or
department of the Government or a statutory authority against our Promoter during the last three years immediately
preceding the year of this Preliminary Placement Document:

1.

The Adjudicating Officer, SEBI, vide an order dated July 13, 2017, imposed a penalty of Rs. 0.2 million each on our
Company and certain members of our Promoter Group, namely Mr. Sanjay Dhingra, Mr. Gulshan Dhingra, Mr.
Naresh Dhingra, Mr. Kishan Dhingra and Ms. Kanika Dhingra (the “Noticees”) under Section 15A(b) of the SEBI
Act, in connection with certain violations of the Securities and Exchange Board of India (Prohibition of Insider
Trading) Regulations, 2015, as amended, and Securities and Exchange Board of India (Substantial Acquisition of
Shares and Takeovers) Regulations, 2011, as amended, pertaining to the failure to make disclosures pursuant to
certain inter-se transfers of Equity Shares amongst the Noticees. Our Company and the Noticees have paid the
aforesaid penalties.

Ingquiries, Inspections or Investigations under the Companies Act

There have been no inquiries, inspections or investigations initiated or conducted under the Companies Act, 2013, or any
previous company law in the three years immediately preceding the year of circulation of this Preliminary Placement
Document in the case of the Company. Further, there were no prosecutions filed (whether pending or not), fines imposed,
compounding of offences in the last three years immediately preceding the year of this Preliminary Placement Document
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FINANCIAL STATEMENTS OF THE COMPANY

Financial Statements Page Nos.
Audited consolidated financial statements for the Financial Year 2018 (Ind AS) together with the audit | F-1to F-57
report issued by MSKA & Associates, Chartered Accountants.

Audited standalone financial statements for the Financial Year 2018 (Ind AS) together with the audit | F-58 to F-109

report issued by M/s MSKA & Associates, Chartered Accountants.

Audited consolidated financial statements for the Financial Year 2017 (Indian GAAP) together with
the audit report issued by M/s P.P. Mukerjee & Associates, Chartered Accountants.

F-110 to F-155

Audited standalone financial statements for the Financial Year 2017 (Ind AS) together with the audit
report issued by P.P. Mukerjee & Associates, Chartered Accountants.

F-156 to F-208

Audited consolidated financial statements for the Financial Year 2016 (Ind AS) together with the audit
report issued by M/s P.P. Mukerjee & Associates, Chartered Accountants.

F-209 to F-242

Audited standalone financial statements for the Financial Year 2016 (Indian GAAP) together with the
audit report issued by M/s P.P. Mukerjee & Associates, Chartered Accountants.

F-243 to F-283
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ThePalmSprings Plaza
Office No. 1501-08, Sector-54
Golf Course Road

Gurugram 122001, INDIA
&Associates Tel.: +91 124281 9000

Chartered Accountants

INDEPENDENT AUDITOR'S REPORT

To the Members of Kwality Limited
Report on the Consolidated Ind AS Financial Statements

We have audited the accompanying consolidated Ind AS financial statements of
Kwality Limited (hereinafter referred to as "the Holding Company"), its subsidiary (the Holding
Company and its subsidiary together referred to as "the Group") comprising the Consolidated Balance
Sheet as at March 31, 2018, the Consolidated Statement of Profit and Loss (including Other
Comprehensive Income), the Consolidated Statement of Cash Flows, the Consolidated Statement of
Changes in Equity for the year then ended, and a summary of significant accounting policies and other
explanatory information (hereinafter referred to as "the consoldated Ind AS financial statements").

Management's Responsibility for the Consoldated Ind AS Financial Statements

The Holding Company's Board of Directors is responsible for the preparation of these consolidated Ind
AS financial statements in terms of the requirements of the Companies Act, 2013 (hereinafter referred
to as "the Act") that give a true and fair view of the consolidated financial position, consolidated
financial performance including other comprehensive income, consolidated cash flows and consolidated
statement of changes in equity of the Group in accordance with the Indian Accounting Standards (Ind
AS) prescribed under Section 133 of the Act read with Rule 7 of the Companies (Accounts) Rules, 2014
and the Companies (Indian Accounting Standards) Rules, 2015, as amended, and the accounting
principles generally accepted in India. The respective Board of Directors of the companies included in
the Group are responsible for maintenance of adequate accounting records in accordance with the
provisions of the Act for safeguarding the assets of the Group and for preventing and detecting frauds
and other irregularities; the selection and application of appropriate accounting policies; making
judgments and estimates that are reasonable and prudent; and the design, implementati on 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 consolidated Ind AS financial statements that give a true and fair view and are free from material
misstatement, whether due to fraud or error, which have been used for the purpose of preparation of
the consolidated Ind AS financial statements by the Directors of the Holding Company, as aforesaid.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated Ind AS financial statements based on
our audit. While conducting the audit, we have taken into account the provisions of the Act, the
accounting and auditing standards and matters which are required to be included in the audit report
under the provisions of the Act and the Rules made thereunder.

We conducted our audit in accordance with the Standards on Auditing specified under Section 143(10)
of the Act. Those Standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the consolidated Ind AS financial statements
are free from material misstatement.
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Chartered Accountants

An audit involves performing procedures to obtain audit evidence about the amounts and the
disclosures in the consolidated Ind AS financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the consolidated
Ind AS financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal financial control relevant to the Holding Company's preparation of the
consolidated Ind AS financial statements that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances. An audit also includes evaluating the
appropriateness of the accounting policies used and the reasonableness of the accounting estimates
made by the Holding Company's Board of Directors, as well as evaluating the overall presentation of
the consolidated Ind AS financial statements.

We believe that the audit evidence obtained by us and the audit evidence obtained by the other
auditors in terms of their reports referred to in the sub-paragraph (a) of the Other Matters paragraph
below, is sufficient and appropriate to provide a basis for our audit opinion on the consolidated Ind AS
financialstatements.

Opinion

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid consolidated Ind AS financial statements give the information required by the Act in the
manner so required and give a true and fair view in conformity with the accounting principles generally
accepted in India including the Ind AS, of the consolidated financial position of the Group as at March
31, 2018, and its consolidated financial performance including other comprehensive income, their
consolidated cash flows and consolidated statement of changes in equity for the year ended on that
date.

Emphasis of Matter

We draw attention to the following matters in the Notes to the consolidated Ind AS financial
statements:

a) Note 47 of the financial statement regarding delays in payment of direct taxes as per
requirements of Income Tax Act, 1961. Tax amounting to INR 17,929.09 lakhs includes income
tax payable for earlier years. The amounts along with interest have been fully provided in the
books of accounts of the HoldingCompany.

b) Note 48 of the financial statement regarding foreign currency receivables and payable
outstanding over the respective time limit prescribed under the Foreign Exchange Management
Act (FEMA), 1999. The Holding Company is currently in process of initiating settlement
proceedings in respect of such dues. Pending outcome of such proceedings, we are unable to
comment on its impact on the financial statements.

c) Note 49 of the financial statement regarding proceedings initiated under section 132 of Income
Tax Act, 1961 on the Holding Company and some Directors. As part of routine process the
Holding Company has received notices under section 153 and section 148. Since the assessment
proceedings have not yet started, the Holding Company currently is not in a position to
evaluate consequential impact, if any of possible tax adjustments.

Our opinion is not qualified in respect of these matters.




&Associates

Chartered Accountants

Other Matters

a.

We did not audit the financial statements of the subsidiary company, whose financial statements
reflect total assets of INR 30,633.73 lakhs and net assets of INR 15,937.40 lakhs as at March 31,
2018, total revenues of INR 59,448.85 lakhs and net cash outflows amounting to INR 111.02 lakhs
for the year ended on that date, as considered inthe consolidated Ind AS financial statements. This
Ind AS financial statements have been audited by the other auditor whose report have been
furnished to us by the management, and our opinion on the consolidated Ind AS financial
statements, in so far as it relates to the amounts and disclosures included in respect of the
subsidiary, and our report in terms of sub-section (3) of Section 143 of the Act, in so far as it
relates to the aforesaid subsidiary, is based solely on the report of other auditors.

The consolidated IND AS financial statements of the Company for the year ended March 31, 2017,
were audited by another auditor whose report dated May 26, 2017 expressed an unmodified opinion
onthose statements.

Our opinion on the consolidated Ind AS financial statements, is not modified in respect of the
above matter.

Report on Other Legal and Regulatory Requirements

1.

As required by Section 143 (3) of the Act, based on our audit and on the consideration of report of
the other auditor on separate financial statements and other financial information of subsidiary, as
noted in the 'Other Matters' paragraph above, we report, to the extent applicable 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 of the aforesaid
consolidated Ind AS financial statements.

(b) In our opinion proper books of account as required by bBw relating to preparation of the
aforesaid consolidated Ind AS financial statements have been kept so far asitappears from our
examination ofthose books and the reports of the other auditors.

(c) The Consolidated Balance Sheet, the Consolidated Statement of Profit and Loss, the
Consolidated Statement of Cash Flows and Consolidated Statement of Changes in Equity dealt
with by this Report are in agreement with the relevant books of account maintained for the
purpose of preparation of the consolidated Ind AS financial statements.

(d) In our opinion the aforesaid consolidated Ind AS financial statements comply with the Indian
Accounti ng Standards prescribed under Section 133 of the Act read with Rule 7 of the
Companies (Accounts) Rules, 2014 and the Companies (Indian Accounting Standards) Rules,
2015, as amended.

(e) The matters described in Annexure A to this report under 'Material Weaknesses' paragraph, in
our opinion, may have an adverse effect on the functioning of the Holding Company.
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(f) On the basis of the written representations received from the directors of the Holding Company

(9

)

(h)

as on March 31, 2018 taken on record by the Board of Directors of the Holding Company none of
the directors is disqualified as on March 31, 2018 from being appointed as a director of the
Holding Company interms of Section 164 (2) of the Act.

With respect to the adequacy of the internal financial controls over financial reporting of the
Holding Company and the operating effectiveness of such controls, refer to our separate report
in'Annexure A'

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 and based on the consideration
of the report of the other auditor on separate financial statements as also the other financial
information of the subsidiary, as noted in the 'Other Matters' paragraph:

The consolidated Ind AS financial statements disclose the impact of pending kigations on
the consolidated financial position of the Group- Refer Note 39 and 49 to the consolidated
Ind AS financial statements.

The Group did not have any material foreseeable losses on long-term contracts including
derivative contracts during the year ended March 31, 2018.

There has been no delay in transferring amounts, required to be transferred, to the
Investor Education and Protection Fund by the Holding Company during the year ended
March31,2018.

ForMSKA& Associates

Chartered Accountants
Firm Registration No. 105047W

N

Mitra

'&artn

er

Membership No. 094518

Place: New Delhi
Date:May28,2018
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ANNEXUREATO THE INDEPENDENT AUDITOR'SREPORT OF EVENDATE ONTHE CONSOLIDATED
FINANCIAL STATEMENTS OF KWALITY LIMITED

[Referred to in paragraph 1(g) under 'Report on Other Legal and Regulatory Requirements' in the
Independent Auditor's Report of even date to the Members of Kwality Limited on the Financial
Statements for the year ended March 31, 2018]

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

In conjunction with our audit of the consolidated financial statements of the Company as of and for the
year ended March 31, 2018, we have audited the internal financial controls over financial reporting of
Kwality Limited (hereinafter referred to as "the Holding Company") as of that date.

Management's Responsibility for Internal Financial Controls

The Board of Directors of the Holding company are 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 the respective 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 Act.

Auditor's Responsibility

Our responsibility is to express an opinion on the internal financial controls over financial reporting of
the Holding company 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") ssued by
the ICAl and the Standards on Auditing prescribed under section 143(10) of the Act, to the extent
applicable to an audit of internal financial controls. 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 qualified audit opinion on the internal financial controls system over financial reporting of the
Holding company.
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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 inaccordance 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.

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.

Material Weaknesses

According to the information and explanations given to us and based on our audit, the following
material weaknesses have been identified as at March 31,2018:

a) The Holding Company did not have a mechanism to reconcile the 'cheque receipt and deposit
register' with bank book. In the absence of such reconciliation, actual date of receipt of
cheques cannot be ascertained (Cut Off). We have verified the date of receipt of cheque from
date of posting in the bank book further their subsequent clearance verified from bank
statement.

b) Debit/ credit note pertaining to procurement of material, recording of trading sales and journal
entries are not authorised in the automated system. Further no competitive quotations are
obtained for purchase of fixed assets. Absence of above controls may have an impact on the
accuracy of relevant account balance. Absence of comparative quotation may have impact on
the purchase price. We have performed other corroborative procedures such as verification of
manual authorisation along with necessary supporting document besides obtaining independent
year end balance confirmation from select vendors.

A 'material weakness' is a deficiency, or a combination of deficiencies, in internal financial control
over financial reporting, such that there is a reasonable possibility that a material misstatement of the
company's annual or interim financial statements will not be prevented or detected on a timely basis.
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In our opinion, and to the best of our information and according to the explanations given to us, the
Holding company, have, in all material respects, maintained adequate internal financial controls over
financial reporting as of March 31, 2018, based on the internal control over financial reporting criteria
established by respective companies considering the essential components of internal control stated in
the Guidance Note and except for the possible effects of the material weaknesses described above on
the achievement of the objectives of the control criteria, the internal financial controls over financial
reporting of the Holding company, were operating effectively as of March 31, 2018.

We have considered the material weaknesses identified and reported above in determining the nature,
timing, and extent of audit tests applied in our audit of the March 31, 2018 consolidated financial
statements of the Company, and these material weaknesses does not affect our opinion on the
consolidated financial statements of the Company.

Other Matters

Our aforesaid reports under Section 143(3)(i) of the Act on the adequacy and operating effectiveness of
the internal financial controls over financial reporting is not applicable insofar as it relates to
subsidiarycompanywhichisincorporatedoutside India

ForMSKA& Associates
P#r%rﬁ(raeg;qs ra6on tor?t§05047V\' '

2

N ',','S |
Amiit Mitra (J? GURL. :..
Partner

* /
Membership No. 094518 7

Place: New Delhi
Date:May28,2018
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Kwality Limited
Consolidated Balance Sheet as at 31 March 2018
(AU amounts in INR lakhs, unlc8' otherwise stated)

As a!

As at

Note 31 March 2018 31March 2017
ASSETS
Non-current assets
Property, plant and equipment 6 45,976.25 43,135.28
Capital work-in -progress 5,627.64 662 15
In\"estment property 7 579.85 62206
Intanglble assets 131.04 13422
Pinancial assets
Investments 9 15.66
Loans 10 A 79.29 8727
Other financinl assets 11 A 158.63 26415
Deferred tax assets (net) 12 82267
Other non-current assets 13A 13,11711-117 27,167 41
Total non - current assets GG,447.23 72,895.24
Current assets
In\eentorics 14 23,633.11 35,14220
Financial assets
Tradereceivables 15 189,768.24 157,918.59
Cash and cash cquivOtlents 16 6,484.11 8,40294
Other bank balances 17 3,064.04 292452
Loans 10 B 48.36 2667
Other financial assets 1B 67629 488.79
Othercurrent assets 13B S7,9111115 2.5.02.5.63
Total current assets 281,673.20 229,929.3
348,120.43 302,824.58
Total assets
EQUITY AND LIABILITIES
Equity
Equity share capital 18 2,413 54 2,373.56
Other cuity 19 12,24589 JIW:\56.Gl
Total of Equity 125,659.<13 U1,730.17
Liabjlities
Non-current liabilities
Financial liabilities
Borrowings 20 A 46,81129 50,311.93
Other financial liabilities 23 A 35072 1,027.56
Other non-current liabilities 24 A 48202
Provisions 21 A 41391 27024
Deferred tax liabilities (net) 12 9299
Total non current liability +18,150.93 S1,60973
Current  liabilities
Financial liabjJfries
Borrowings 20 B 116,939.84 108,652.15
Trade payables 22 15,309.76 10,127.96
Other financial liabilities 23 B 23,157 32 9,642.44
Other current liabilities 24 B 875.07 1,244 52
Provisions 21 B 98 99 3542
Current tax liabilities (net) 25 17.929.( J 9.71\2.19
Total current liability 174 110.07 139,<IW 68
Total liability 222,461.00 191,094.11
Total equity and liabilities 3<18,00.43 30282458
Summary of significant accounting policies
The accompanying notes are integral part of the Consolidated Financial Statements
This is the Balance Sheet referred to in our report of even date.
For MSKA & Associates For:10 11 behalf of the Board of Directors of
Chartered Accountants Kwnhc Alimited
Finn'sRegistrationNo : 105047\V CIN N\ 7489901,199201.C25551
/
A Mitra 3
Membership No. 094518 I\/I(asn%lglmg Hm‘:? g

Partner

Place: New Delhi N

1 2537v1) I

Date: 28 May 2018 C::J_,, .
(S:1>Sh Kumar Gupta)
Chief Financial Officer
PAN ; MoUPG2708P

(Pradeep K. Srivastava)
Company Secretary
M No FCS6763

Place: New Delhi
Date; 28 May 2018
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Kwality Limited
Consolidated Statement of Profit and Loss for the year ended 31March 2018
(Allamounts in INR lakhs, unless otherwise stated)

For the year ended

For the year ended

Note 31March 2018 31March 2017

Revenue
Revenue fromoperations 26 731,936.48 687,182.99
Otherincome 27 1,324.89 1,370.18
Totalincome 733,261.37 688,553.17
Expenses
Costofmaterials consumed 28 519,066.04 490,087.73
Purchase of stock-in-trade 29 120,621.14 148,340.11
Changes in inventories of finished goods, 30 13,309.33 (17,970.33)
working in progress and stock-in-trade
Employeebenefits expense 31 5,909.54 4,007.98
Finance cost 32 24,491.30 18,141.43
Depreciation and amortisation expense 6,7&8 12,632.33 2,233.32
Excisedutypaid 33 A 231 4.00
Otherexpenses 33 B 20,694.47 17,353.52
Total expenses 716,726.46 662,197.76
Profit before tax 16,534.91 26,355.41
Currenttax 34 6,372.61 6,602.35
Deferred tax 927.71 338.15
Profit after tax 9,234.59 0,414.91
Other comprehensive income/ (loss) 35
A. Ttems that will not reclassify to profit or loss

(i)Re-measurements (loss) on employee benefits (34.81) (2.40)

(ii) Income tax relating re-measurements gain on employee benefits 12.05 0.83
B Items that will be reclassified to profit or loss in subsequent period

(i) Exchange difference on translation of foreign operations 33.93 160.55)
Other comprehensive income/ (loss) for the year 11.17 162.12)
Total comprehensive income for the year 9,245.76 0,252.79
Earnings per equity share 36

Basic 3.86 8.24

Diluted 3.85 .20
Summaryofsignificantaccountingpolicies 5

The accompanying notes are integral part of the Consolidated Financial Statements

This is the Statement of Profit or Loss referred to in our report of even date.

For MSKA& Associates
Chartered Accountants
Firm's Registration No. : 105047W

ity Limited

7/

Amit Mitm I

\ Hily Sani:
ifember hip No. 094518 Ry S ] ( “""'._\" ra)
v W e i/ Managing DiNgtor
I"wner A Y

Place:New Delhi
Date:28May2018

PAN : AEUPG2708P

Place: New Delhi
Date: 28 May 2018
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Kw-z.1lity Limited

Coosolid:ited Sbtemcot of Changes in Equity for the year coded 31 March 2018

(:\IT:unowus in INR bkh:-i. utlless otht.:t"\ isc smed)

A Equity Share Capiul

Prirticufars Amount
As:it Ipeil 2016 923912
ClL.msincquit: sh.u-c capir:;tl 1H44
As at March 31,2017 2,373 56
Chang"CsIncuiry h.ucc;,l.pital 3998
Aa at Much 31, 2018 2,4U.84

BOlbi;:-,-E&ir,

. . R&S11rpll.11 Ot.bn ccattprtltenSh_income .RC'lc-1\.'C" .
i Share application Mom.esrecenved Employee's stock o Remeasurement  of o Toul equity
P:uticulan; Note money against share | Securities premium P OY{ . . Tpre :g'b:r{f“ Debenture itUributablc to equity
WU2ntll P lorvns Ret2med eunlngs r:i.us’i.ailoll esgri‘/,e 1 defined benefit Redemption holden of the Company
outsundin2" pl2os Reserve
B:ll:mec.:u-.t 1April201' 1.250..00 9,792.75 91667 70,772.74 370.20 1691 83.1927
Profit for d\ye:u: " 19.414 91 19.41491
01.-dcrtd1 (23609) (23609)
Tscondi, idends (4806) (4806)
rnouru re..:cin2J :igl 11 1stshare\\- Ur.vns 3.75000 3,75000
Slwtlw.ur.tmsissued during the yc;tr L 6251)) 62501
Erufilor« srock option expense " 38458 18458
EtnpJolui;wckoption cxcecised/b.p:>ed duringthe year ve (85433) (83453)
"C\mna premium reccivt."Cion issue ofshares K.:202r!. 8201.72
,..ur.mr:iconverted into eqwry sh":JrICS n (54100 00) (5, <)Y
~\pplenuan money pellding :tllotment n 160.93 . 16093
odm N (16055) 1101l f16:2 111
B:ibn«::as-tJIM3tcb2017 15093 625.00 17.995.47 446.72 89.903.50 209.65 1,34 109,35C..6J
J'Nfitforthe veac 19(0) 9,23459 9.23459
D1, dctith 19(D) P1796;, (237.96)
on di\-idends 19(D} 1484-1) (-18.4))
Dr::IK"rmlteredemptionreserve 19(GJ &20 (1313 25)] 1,3:2323
Sh.itt\\-:ternts issued duringche yeu-
Emrloytt stock option cxpense 19(0) 162252 1,62131
EmpSott smek option exercised 19(C) (42739) (41759)]
Emptt stock option lapsed (2314) 2314
Sccutstapremiumreceived onissueofsh:.u:es 19(B) 4,52092 4,52092
tnuunrrecel\ed ;1gamsr slurc™'Acr:LtIrs 1,87500 1,87500
IW. share captral Isucd 19(AT&(ET (16093) (2.8<1000) (2,66093)
o,i,.,. 19tF1 3393 (.2276) 1117
B'lb.uoc uat31Man::h 201& 2251639 1,618.51 97.SSLSS| 243.58 (7.42)] 1323.25 1D.245119

mr

.Summary of signifi..:: ounting policies

The accompanying noccs are uucgral parr of the Consoli(];ucd F111ancial Sr:itemenrs
This 1\ che Sruement of Ch.mges in EQU.I'0" rereacd m uiour r-porr of ai ndare

For MSKA & Associ:oates
Chartered Accountants /

-ition No  105047\<'

Firm's

A Q"

1'[cmbel Lh1pNo094-518 L]
Pru:tner
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Kwality Limited
Consolidated Cash Flow Statement for the year ended 31March 2018
(:\II ;unounts in INR lakh!", unless othcrwjse slated)

A CASHFLOWFROM OPERATING ACTIVITIES

w

(@]

Profit before ta:<

Adjustments for:
Dcpreciatiol 1al1d amortisatlol 1 expense
(Gain)/ Jm;s on disposal of fa:ed assels (net)
Interest income
Gain on foreign currency transactions (net)
Fin:rnce costs
Share based payment expellse
Provision for doubtful ad\*ances/receivables
Im emt:nt in prm'ision for employee benefits and
others Release of derivati,ee Ir.tbiliry
Final Iceincomeon compulsorilyconvertibledebentures
Deri,ari\re liability nl'ense
Operating profit before working capital changes

Movement in working capjral

(Increase) in cmrent loans

((11lcrease) innon-cucrcntloans

Decrease/ (increase) in Uwentories

Decrease in orher financial assets

(Increase) in other non current assets

(Increase) in other current assets

(Decrease) inother current liabilities

(Increase)/ decrease in trade and other receivables

111crease in other financial liabilities

Increase in trade and orher payables

Chn.nge in working capital

Cnsh flow from operating activities post working capital changes
Income tax paid (net)

Nee cash Oow from operaling aclivilics (A)

CASHFLOWSFROM INVESTING ACTIVITIES
Purchase of fo>ed assets (including capital work-in-pro,gress)
Proceeds from sale/disposal of fixed assets
Pllrchase of inranglble assers
Put:chase of cuucnt and non-current imecstmenrs
fonment il 1 fixed deposits (11ct)
Interest recel\ecd
Net cash flows used in investing aclivities (B)

CASHFLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of capital (including securities premium and share application mone)')
Proceeds from long-term borrowings (net)

Proceeds/ (ceparmenr) of short-term boccowi.ngs {11et)

I\lo\'Cment in retained eam1ngs

rinance cost paid

Dividend paid (including tax)

Net cash used in financing activities (C)

(Decrease)/ increase in cash and cash equi\ealents (A+B+C)
Cash and cash equi\*a.lents at the beginning of the reac
Effect of foreign exchange on foreign operation

Cash and cash equivalents at the end of the year

Hmmdlitlliol 1 Ofm.rhmu/tm/J wplivvlfel 1/.r asper theca.r/Jflow slnleme 1t
Cti-hanti cash equivalent as per above comprise of the following

Cishand Cashcqui.\ealel 1ts (Note 16)
Balance as per statement of cash flows

Summary of significant accounting policic"
1heaccompanringnotesarcintegral pact ofthe Collsolidated Fi.il.a.nci.al Statements
Thi.<:. is the Cash Flow Sr.-tement refereed to in our report of C\'en elate.

For MSKA & Associates
Chartered Accountants
foinn's Registration No.: 105047\V

_>I_||

Ao

iJembership No. 094518
P;:1.rtner

Place-:New Delhi
Dare:28J1.1ay2018
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Asat Asat
31March2018 31March2017
16,53492 26,355.41
12,632.15 2,23332
90.36 (15.85)
(86 84) (227 15)
(17297) 25879
24,491.30 18,14143
1,62252 38458
400.00
17244 23733
(676 84)
(146 79)
700.63
54,860.25 48,068.49
(21.69) (18.56)
(1040)
11,524.74 (18,086.86)
141.81 67822
(8,721.70) (7,627 48)
(20,971.08) (2,932.53)
(493.01) (19327)
(31,956.15) 6,881.02
14320 347.00
5,147.68 4,475.03
. (45.216.60) (16.477.43)
9,643.65 31,591.06
(1.096 05) (4.523.16)
8,547.60 27,067.90
(9,666.72) (27,592.34)
17.42 61.62
(22.12) (16.88)
(15 66) (19.36)
(135.62) (191.57)
86 84 227.15
9,735.86 (27,531.38)
1,947.39 7,643.55
6,014.43 27,450.74
11203 11 (12,807.17)
(787.12)
(19,58579) (17,390 31)
(295.70) (284.15)
(716.56) 3,825.54
(1,904.82) 3,362.06
8,402.94 5,040.88
(14.01)
6,484.11 8,402.94
6,484.11 8,402.94
6,484.11 8,402.94

Chief Financial Officer
PAN : AEUPG2708P

Place: New Delhi
Date: 28 JL.lay 2018

Ci.i, ..,

(Pradeep K. Srivastava)
Company Seccetal)'
M.No1'CS6763
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Kwality Limited
Notes to Consolidated Financial Statements for the year ended 31 March 2018
(All amount in INR lakhs, unless otherwise stated)

Nature of principal activities

Kwality Limited ('"Kwality' or 'the Parent' or 'the Company'), a public limited Group, together with its subsidiary
(collectively referred to as the 'Group'). The Group is engaged in manufacture/processing and sale of milk, milk
products and dairy products. The Group operates both in domestic and international markets. The registered
office of the Parent is situated at KDIL House, F-82, Shivaji Place, Rajouri Garden, Delhi 110027, India.

General information and statement of compliance with Ind AS

The financial statements of the Group have been prepared in accordance with the Indian Accounting Standards
as notified under section 133 of the Companies Act 2013 read with the Companies (Indian Accounting
Standards) Rules 2015 as amended from time to time. The Group has uniformly applied the accounting policies

during the periods presented.

The consolidated financial statements are presented in Indian rupees ('INR') and all values are rounded to two
decimal places of lakhs, except when otherwise indicated.

The financial statements for the year ended 31 March 2018 were authorized and approved for issue by the Board
of Directors on 28 May 2018.

Basis of accounting
The financial statements have been prepared on going concern basis under the historical cost basis except for the
following-

* Certain financial assets and financial liabilities which are measured at fair value; and

= Share based payments which are measured at fair value of the options;
Basis of consolidation

Subsidiary

The Group combines the fmancial statements of the parent and its subsidiary line by line adding together like
items of assets, liabilities, equity, income and expenses. Intercompany transactions, balances and unrealised gains
on transactions between group companies are eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the transferred asset. Accounting policies of subsidiaries have

been changed where necessary to ensure consistency with the policies adopted by the Group.

Standards issued but not yet effective and have not been adopted early by the Group
Information on new standards, amendments and interpretations that are expected to be relevant to the fmancial
statements is provided below.

Ind S 115 'Revenue from Contracts with Customers' (Ind AS 115)

The new standard on revenue recognition overhauls the existing revenue recognition standards and will replace
Ind AS 18 - Revenue and Ind AS 11 - Construction contracts. The new standard provides a control-based
revenue recognition model and provides a five step application principle to be followed for revenue recognition:

i. Identification of the contracts with the customer

ii. Identification of the performance obligations in the contract

iii. Determination of the transaction price

iv. Allocation of transaction price to the performance obligations in the contract (as identified in step ii)

v. Recognition of revenue when the Group satisfies a performance obligation.

ol




Kwality Limited
Notes to Consolidated Financial Statements for the year ended 31 March 2018
(All amount in INR lakhs, unless otherwise stated)

Appendix B to Ind AS 21, Foreign currency transactions and advance consideration:

On March 28, 2018, lvlinistry of Corporate Affairs (":MCA") has notified the Companies (Indian Accounting
Standards) Amendment Rules, 2018 containing AppendLl: B to Ind AS 21, Foreign currency transactions and
advance consideration which clarifies the date of the transaction for the purpose of determining the exchange
rate to use on initial recognition of the related asset, expense or income, when an entity has received or paid
advance consideration in a foreign currency. The amendment will come into force from April 1, 2018. The
Group has evaluated the effect of this on the financial statements and the impact is not material.

The effective date of the new standards has been notified by the MCA as 1 April 2018. The management is yet

to assess the impact of these new standards on the Group's financial statements.
Summary of significant accounting policies

The financial statements have been prepared using the significant accounting policies and measurement bases
summarised below. These were used throughout all periods presented in the financial statements, except where
the Group has applied certain accounting policies and exemptions upon transition to Ind AS.

5.1 Current versus non-current classification

The Group presents assets and liabilities in the balance sheet based on current/non-current classification.

An asset is classified as current when itis:

» Expected to be realised or intended to sold or consumed in normal operating cycle

* Held primarily for the purpose of trading

» Expected to be realised within twelve months after the reporting period, or

* Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period

All other assets are classified as non-current.

A liability is classified as current when:

« [t is expected to be settled in normal operating cycle

« It is held primarily for the purpose of trading

* [t is due to be settled within t\velve months after the reporting period, or

 There is no unconditional right to defer the settlement of the liability for at least twelve months after the
reporting period

All other liabilities are classified as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities.

The operating cycle is the time between the acquisition of assets for processing and their realisation in cash and
cash equivalent. The Group has identified twelve month as it's operating cycle.

5.2 Foreign currency

Functional andpresentation culrenry
The financial statements are presented in Indian Rupee ('INR'), which is the Group's functional and presentation
currency.

of 7. ALz
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Kwality Limited
Notes to Consolidated Financial Statements for the year ended 31 March 2018
(All amount in INR lakhs, unless otherwise stated)

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

Foreign currency monetary items are converted to functional currency using the closing rate. Non-monetary
items denominated in a foreign currency which are carried at historical cost are reported using the exchange rate
at the date of the transaction.

Exchange differences arising on monetary items on settlement, or restatement as at reporting date, at rates
different from those at which they were initially recorded, are recognized in the statement of profit and loss in
the year in which they arise.

5.3 Revenuerecognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and it can be
reliably measured. Revenue is measured at the fair value of the consideration received/receivable inclusive of
excise duty net of rebate and other taxes. The Group applies the revenue recognition criteria to each separately
identifiable component of the sales transaction as set out below.

Sale Ofgoods

Sale is recognized when the significant risks and rewards of ownership of the goods have passed to the
customer. Sales are recorded inclusive of excise duty and net of sales returns, sales tax, goods and service tax
(GST), rebates, trade discounts and price differences.

Incomefrom services
Revenue from milk processing and other services, if any, are recognized as and when services are rendered and
are accounted on an accrual basis.

Interest income

Interest income is recorded on accrual basis using the effective interest rate (EIR) method.

Export benefits
Exports benefits are recognized on accrual basis in the Statement of Profit and Loss when the reasonable right
to receive the same is established.

5.4 Borrowing costs

General and specific borrowing costs that are directly attributable to the acquisition, construction or production
of qualifying asset are capitalised during the period of time that is required to complete and prepare the asset for
its intended use or sale. Qualifying assets are assets that necessarily take a substantial period of time to get ready
for their intended use or sale. Other borrowing costs are expensed in the period in which they are incurred.

Borrowing cost also include exchange differences arising from foreign currency borrowings to the extent that
they are regarded as an adjustment to interest cost.




Kwality Limited
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5.5 Property, plant and equipment (PPE)

Recognition andinitialmeasurement

Freehold land is carried at historic cost. Other properties plant and equipment are stated at their cost of
acquisition less depreciation. The cost of acquisition comprises purchase price, borrowing cost if capitalization
criteria are met and directly attributable cost of bringing the asset to its working condition for the intended use.
Any trade discount and rebates are deducted in arriving at the purchase price.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Group. All other

repair and maintenance costs are recognised in statement of profit and loss as incurred.

Subsequent measurement (depreciation and useful lives)

Depreciation on property, plant and equipment is provided to the extent of depreciable amount on the Written
down value (WDV). The depreciation rates are based on useful life of the assets as prescribed in Schedule II of
the Companies Act, 2013 except in respect of the following assets where based on the internal technical
assessment of the estimated economic useful lives of the property, plant and equipment, the useful life is
different than those prescribed in Schedule IT are used as:

S.No Head of assets Particulars Useful life

1 Plant and machinery Storing and handling units 2 years

2 Plant and machinery Automatic ~ milk  collection 3years
units

The assets residual value and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting
period.

De-recognition

An item of property, plant and equipment and any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on
de-recognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is recognised in statement of profit and loss when the asset is derecognised.

5.6 Investment properties

Property that is held for long-term rental yields or for capital appreciation or both, and that is not occupied by
the group, is classified as investment property. Investment property is measured initially at its cost, including
related transaction costs and where applicable borrowing costs. Subsequent expenditure is capitalised to the
asset's carrying amount only when it is probable that future economic benefits associated with the expenditure
will flow to the group and the cost of the item can be measured reliably. All other repairs and maintenance costs
are expensed when incurred. When part of an investment property is replaced, the carrying amount of the
replaced part is derecognised. Investment properties are depreciated using straight line method.

5.7 Intangible assets
Recognition and initial measurement
Acquired computer software are capitalized at cost of acquisition (Including License fees paid), net of

accumulated amortization and accumulated impairment losses if any and are disclosed as intangible assets.

Other intangible assets (copyrights) are shown at cost of acquisition net of accumulated amortisation and
accumulated impairment loss if any.

o
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Subsequentmeasurement (amortisation)

Intangible asset are amortised on written down value over the useful life of the asset up to a maximum of five
years commencing from the month when the asset is first put to use. The Group provides pro-rata depreciation
from the day the asset is put to use and for any asset sold, till the date of sale.

5.8 Operating leases

Groupis lessee

Assets acquired on leases where a significant portion of risk and rewards of ownership are retained by the lessor
are classified as operating leases. Lease rental are charged to statement of profit and loss on straight-line basis
except where scheduled increase in rent compensate the lessor for expected inflationary costs.

Group is lessor

Lease income from operating lease where the group is a lessor is recognised in income on a straight-line basis
over the lease term unless the receipts are structured to increase in line with expected general inflation to
compensate for the expected inflationary cost increases. The respective leased assets are included in the balance
sheet based on their nature.

5.9 Impairment of non-financial assets

At each reporting date, the Group assesses whether there is any indication that an asset may be impaired, based
on internal or external factors. If any such indication exists, the recoverable amount of the asset or the cash
generating unit is estimated. If such recoverable amount of the asset or cash generating unit to which the asset
belongs is less than its carrying amount, the carrying amount is reduced to its recoverable amount. The reduction
is treated as an impairment loss and is recognised in the statement of profit and loss. If, at the reporting date
there is an indication that a previously assessed impairment loss no longer exists, the recoverable amount is
reassessed and the asset is reflected at the recoverable amount. Impairment losses previously recognized are
accordingly reversed in the statement of profit and loss.

5.10 Financial instruments

A financial Instrument is any contract which gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

Recognition, initial measurement and de-recognition

Financial assets and financial liabilities are recognised and are measured initially at fair value adjusted by
transactions costs, except for those carried at fair value through profit or loss which are measured initially at fair
value.

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire, or
when the financial asset and all substantial risks and rewards are transferred. A financial liability is derecognized
when it is extinguished, discharged, cancelled or expires. When an existing fmancial liability is replaced by
another from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified such an exchange or modification is treated as the derecognition of the original liability
and the recognition of a new liability. The difference in the respective carrying amounts is recognised in the
statement of profit or loss.
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Classification and subsequent measurement of financial assets
For the purpose of subsequent measurement, financial assets are classified into the following categories upon
initialrecognition:

= Amortised cost

* Financial assets at fair value through profit or loss (FVTPL)

» Financial assets at fair value through other comprehensive income (FVTOCI)
All financial assets except for those at FVTPL are subject to review for impairment at least at each reporting
date.

Amortised cost
A financial asset shall be measured at amortised cost using effective interest rates if both of the following
conditions are met:
« the financial asset is held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows; and
= the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

The Group's cash and cash equivalents, trade and most other receivables fall into this category of financial

instruments.

Financial assets at fair value through other comprehensive income (FVTOCI)
FVTOCI financial assets are either debt instruments that are managed under hold to collect and sell business
model or are non-trading equity instruments that are designated to this category.

FVTOCI financial assets are measured at fair value. Gains and losses are recognized in other comprehensive
income, except for interest and dividend income, impairment losses and foreign exchange differences on
monetary assets, which are recognized in statement of profit or loss.

Financial assets at fair value through profit or loss (FVTPL)

Financial assets at FVTPL include financial assets that either do not meet the criteria for amortised cost
classification or FVTOCI or that meet certain conditions and are designated at FVTPL upon initial recognition.
All derivative financial instruments also fall into this category. Assets in this category are measured at fair value
with gains or losses recognized in profit or loss. The fair values of financial assets in this category are determined

by reference to active market transactions or using a valuation technique where no active market exists.

Classification and subsequent measurement of financial liabilities

Financial liabilities are measured subsequently at amortized cost using the effective interest method, except for
financial liabilities held for trading or designated at FVTPL, that are carried subsequently at fair value with gains
or losses recognized in profit or loss. All derivative financial instruments are accounted for at FVTPL.

Financial guarantee contracts

Financial guarantee contracts are those contracts that require a payment to be made to reimburse the holder for a
loss it incurs because the specified party fails to make a payment when due in accordance with the terms of a
debt instrument. Financial guarantee contracts are recognised initially as a liability at fair value, adjusted for
transaction costs that are directly attributable to the issuance of the guarantee. Subsequently, the liability is
measured at the higher of the amount of expected loss allowance determined as per impairment requirements of
Ind AS 109 and the amount recognised less cumulative amortisation.

RN
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Derivative contracts

A delivative forward contract is recognised as an asset or a liability on the commitment date. Outstanding
forward delivative contracts as at reporting date are fair valued restated using the mark to market information
and resultant gain/Ooss) is recognised accounted in statement of profit and loss.

Embedded Derivatives:

Derivative embedded in all other host (that is not an asset) are separated only if economic characteristics and
Isks of the embedded derivative are not closely related to the economic characteristics and risks of the host and
are measured at fair value through profit and loss. Embedded derivatives closely related to the host contracts are
not separated.

Fair value hedges

The change in the fair value of a hedging instrnment is recognised in the statement of profit and loss as finance
costs.

The Group has an interest rate swap that is used as a hedge for the exposure of changes in the fair value of its
8.25% fixed rate secured loan. See Note 43 for more details.

Offsetting of financialinstruments

Financial assets and financial liabilities are offset and the net amount is reported in the balance sheet if there is a
currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net
basis, to realise the assets and settle the liabilities simultaneously.

5.11 Impairment of financial assets

In accordance with Ind-AS 109, the Group applies expected credit loss (ECL) model for recognition and

measurement of impairment loss for financial assets.

ECL is the difference between all contractual cash flows that are due to the Group in accordance with the
contract and all the cash flows that the Group expects to receive discounted at original effective tax rate (ETR).
\V'hen estimating the cash flows, the Group isrequired to consider -

= All contractual terms of the financial assets (including prepayment and extension) over the expected life of
the assets.

= Cash flows from the sale of collateral held or other credit enhancements that are integral to the contractual
terms.

Trade receivables
The Group applies approach permitted by Ind AS 109 Financial Instrnments, which requires expected lifetime
lossestoberecognised frominitialrecognition ofreceivables.

Other.financial assets
For recognition of impairment loss on other financial assets and risk exposure, the Group determines whether

there has been a significant increase in the credit risk since initial recognition and if credit risk has increased

significantly, impairment loss is provided.
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5.12 Inventories

Inventory includes raw material, packing material, stores and spares (not covered under property, plant and
equipment), work in progress, traded and finished goods.

Inventories are stated at the lower of cost and net realisable value. Cost comprises cost of purchases and other
cost incurred in bringing the inventories to present location and condition. Cost of purchased inventory are
determined after deducting rebates and discounts and excludes those taxes and duties subsequently recoverable
from the revenue authorities . Cost of work-in-progress and finished goods comprises direct material, direct
labour and an appropriate proportion of variable and fixed overhead expenditure, the latter being allocated on
the basis of normal operating capacity. Costs are assigned to individual items of inventory on the basis of first-in,
first-out basis. Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs necessary to make the sale. Inventory item held for use in production is not written down below
cost, if the finished product in which #hey will be incorporated are expected to be sold at or above cost.

5.13 Income taxes

Tax expense recognized in statement of profit and loss comprises the sum of deferred tax and current tax except
the ones recognized in other comprehensive income or directly in equity.

Calculation of current tax is based on tax rates and tax laws that have been enacted for the reporting period.
Current income tax relating to items recognised outside profit or loss is recognised outside profit or loss (either
in other comprehensive income or in equity). Current tax items are recognised in correlation to the underlying
transaction either in other comprehensive income or directly in equity.

IN\linimum alternate tax ('lvIAT') credit entitlement is recognised as an asset only when and to the extent there is
convincing evidence that normal income tax will be paid during the specified period. In the year in which 1vIAT
credit becomes eligible to be recognised as an asset, the said asset is created by way of a credit to the statement
of profit and loss and shown as 1vI1AT credit entitlement. This is reviewed at each balance sheet date and writes
down the carrying amount of MAT credit entitlement to the extent it is not reasonably certain that normal
income tax will be paid during the specitied period.

Deferred income taxes are calculated using the liability method. Deferred tax liabilities are generally recognised in
full for all taxable temporary differences. Deferred tax assets are recognised to the extent that it is probable that
the underlying tax loss, unused tax credits or deductible temporary difference will be utilised against future
taxable income. This is assessed based on the Group's forecast of future operating results, adjusted for
significant non-taxable income and expenses and specific limits on the use of any unused tax loss or credit.
Unrecognised deferred tax assets are re-assessed at each reporting date and are recognised to the extent that it
has become probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when 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. Deferred tax relating to items recognised outside statement of profit and loss is
recognised outside statement of profit or loss (either in other comprehensive income or in equity).

5.14 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term, highly
liquid investments (original maturity less than 3 months) that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value and bank overdraft. Bank overdraft are shown
within borrowings in current liabilities in balance sheet.
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5.15 Post-employment, long-term and short-term employee benefits

Sh01t-term employee benefits:
Short-term employee benefits such as salaries, wages, bonus etc. are recognized as an expense at the
undiscounted amount in the statement of profit and loss for the year in which employee renders the related

service.
Post-employmmtbenefits

Defined contributionplans:

Group's contribution to Employees' Provident Fund Scheme, Employees' State Insurance Contribution Scheme
and Staff welfare fund are charged to the revenue of the year when the contribution to the respective fund is
due.

Defined benefitplans:

The Group's gratuity scheme is a defined benefit plan. The present value of the obligation under such defined
plan is determined based on actuarial valuation carried out at the end of the year by an independent actuary,
using the Projected Unit Credit method, which recognizes each period of service as giving rise to additional unit
of employee benefit entitlement and measures each unit separately to build up the final obligation. The
obligation is measured at the present value of the estimated future cash flows. Actuarial gains and losses arising
on such valuation are recognized immediately in the Other Comprehensive Income. Any interest expense is
accounted as finance cost in Statement of Profit and Loss.

Compensated ~absences:

Benefits under the Group's leave encashment constitute other long-term employee benefits. The liability in
respect of vacation pay is provided on the basis of an actuarial valuation done by an independent actuary at the
year end. Actuarial gains and losses are recognized immediately in the statement of profit and loss. Termination
benefits are recognized as an expense in the year in which they are incurred.

Bonus plans:
The Group recognises a liability and an expense for bonus. The Group recognises a provision where
contractually obliged or where there is a past practice that has created a constructive obligation.

5.16 Sharebasedpayments

The Employee Stock Option Plan ("the Scheme") provides for grant of equity shares of the Group to the
employees of the Parent and its subsidiaries. The Scheme provides that employees are granted an option to
acquire the equity shares of the Group that vests in a graded manner or as decided by Remuneration,
Compensation and Nomination Committee. The options may be exercised within a specified period. The
employee benefits expense is measured using the fair value of the employee stock options and is recognised over
vesting period with a corresponding increase in equity. The vesting period is the period over which all the
specified vesting conditions are to be satisfied. On the exercise of the employee stock options, the employees of
the Group will be allotted equity shares.

5.17 Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker.

el
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The Board of Directors assesses the financial performance and position of the company and make strategic
decision. The Board of Directors, has been identified as being the chief operating decision maker. Refer Note

45 for segment information presented.

5.18 Provisions, contingent liabilities and contingent assets

Plwvisions and contirgent kiabilities:

A Provision is recognised when the Group has present obligation (legal or constructive) as a result of a past
event and it is probable that an outflow of resources will be required to settle the obligation in respect of which a
reliable estimate can be made. Provisions are discounted to their present value, where the time value of money is

material.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, the receivable is recognised as a separate asset if it is virtually certain that reimbursement \vill be
received and the amount of the receivable can be measured reliably.

Contingent liability is a possible obligation arising from past events and the existence of which will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control
of the Group or a present obligation that arises from past events but is not recognised because it is not possible
that an outflow of resources embodying economic benefit will be required to settle the obligations or reliable
estimate of the amount of the obligations cannot be made. The Group discloses the existence of contingent
liabilities in Other Notes to Financial Statements.

In cases where the possible outflow of economic resources as a result of present obligation is considered

improbable or remote, no Provision is recognised or disclosure is made

Contirgent assets:
Contingent assets usually arise from unplanned or other unexpected events that give rise to the possibility of an
inflow of economic benefits. Contingent Assets are not recognised though are disclosed, where an inflow of

economic benefits is probable.

5.19 Dividends:
Provision is made for the amount of any dividend declared, being appropriately authorised and no longer at the
discretion of the entity, on or before the end of the reporting period but not distributed at the end of the
reporting period,.

5.20 Earnings per share

(i) Basic earningper share
Basic earnings per share are calculated by dividing:
® The profit attributable to the shareholder
* By the weighted average number of equity shares outstanding during the financial year, adjusted for
bonus element in equity shares issued during the year and excluding treasury shares
(ii) Diluted earnings per share
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share
to take into account:
® The after income tax effect of interest and other financial costs associated with dilutive potential
equity shares, and
®* The weighted average number of additional equity shares that would have been outstanding
assuming the conversion of all dilutive potential equity shares.

\e
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5.21 Government Grant

Import duty waivers for capital assets purchased under Export Promotion Credit Guarantee (EPCG) schemes
are recorded as deferred revenue and recognized in Statment of Profit and Loss on a systematic basis over the
periods in which the related performance obligations are fulfilled.

5.22 Significant judgement and estimates in applying accounting policies

The preparation of the Group's financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the related
disclosures.

Significant managementjudgements
The following are significant management judgements in applying the accounting policies of the Group that have
the most significant effect on the financial statements.

Recognition of deferred tax assets -The extent to which deferred tax assets can be recognized is based on an
assessment of the probability of the Group's future taxable income against which the deferred tax assets can be
utilized. Inaddition, significant judgement isrequired in assessing the impact of any legal or economic limits.

Recoverability of advances/receivables - At each balance sheet date, based on historical default rates
observedoverexpectedlife,themanagementassessestheexpected creditlossonoutstandingreceivables and

advances.

Classification of Leases -The Group enters into leasing arrangements for various assets. The classification of
the leasing arrangement as a finance lease or operating lease is based on an assessment of several factors,
including, but not limited to, transfer of ownership of leased asset at end of lease term, lessee's option to
purchase and estimated certainty of exercise of such option, proportion of lease term to the asset's economic life,
proportion of present value of minimum lease payments to fair value of leased asset and extent of specialized

nature of the leased asset.

Defined benefit obligation (DBO) - Employee benefit obligations are measured on the basis of actuarial
assumptions which include mortality and withdrawal rates as well as assumptions concerning future
developments in discount rates, medical cost trends, anticipation of future salary increases and the inflation rate.
The Group considers that the assumptions used to measure its obligations are appropriate. However, any

changes in these assumptions may have a material impact on the resulting calculations.

Fair value measurements - The Group applies valuation techniques to determine the fair value of financial
instruments (where active market quotes are not available) and non-financial assets (Share based payment). This
involves developing estimates and assumptions consistent with the market participants to price the instrument.
The Group's assumptions are based on observable data as far as possible, otherwise on the best information
available. Estimated fair values may vary from the actual prices that would be achieved in an arm's length
transaction at the reporting date.

Inventories — The Group estimates the cost of inventories taking into account the most reliable evidence, such
as cost of materials and overheads considered attributable to the production of such inventories including actual
cost of production, etc. I'vfanagement also estimates the net realisable values of inventories, taking into account
the most reliable evidence available at each reporting date. The future realisation of these inventories may be
affected by future technology or other market-driven changes that may reduce future selling prices.

x
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Provision and contingencies — The assessments undertaken in recognising provisions and contingencies have
been made in accordance with Indian Accounting Standards (Ind AS) 37, 'Provisions, Contingent Liabilities and
Contingent Assets'. The evaluation of the likelihood of the contingent events is applied best judgement by

management regarding the probability of exposure to potential loss.

Useful lives of depreciable/amortisable assets - Management reviews its estimate of the useful lives of
depreciable/ amortisable assets at each reporting date, based on the expected utility of the assets. Uncertainties
in these estimates relate to technical and economic obsolescence that may change the utility of certain software,

customer relationships, I'T equipment and other plant and equipment.
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6 Property, plant and equipmenc

31 March 2018

(ii)

(iif)
(iv)

Freehold land Building  Plant and machinery Office equipment Computers Furniture and f

Gross carrying amount
\t 1 \pril 2016 1,052.78 1,873.24 10,179.14 4222 186.99
\ddi tions 55236 18,964.41 19.12 29.16
Currency translation r<:Scrve - 0.99
Disposals/assets written off
Transfer fromcapit:il work in pcogre.'.S> . 8,809.65 10,293.ST .
Balance as at 31March 2017 1,052.78 11,235.25 39,437.42 62.33 216.15
\t 1 \oril 2017 1.052.78 11.235.25 39.437.42 62.33 216.15
\\dditions 10.56 15,287.55 31.60 1837
Currency translation resenT - - - (0.38) -
Dispos.lls/assets written off (1,941.15) (0.69) (101.15)
Balance as at 31March 2018 1,052.78 11,245.81 52,783.82 92.86 133.37
Accumulated depreciation
At 1 Npril 2016 608.61 6,606.10 27.55 155.41
Charge for the year 287.78 1,685.03 9.35 22.56
Currency translation reserYc - 0.37
Mjusnn.,nlll for Jispvs:tl< -
Balance as at 31March 2017 896.39 8,291.13 37.27 177.97
\t 1 \pril 2017 - 896.39 8,291.13 37.27 177.97
Charge for the year 976.09 11,369.41 18.57 2631
Currency translation rescf\"c - 0.22)
Adj ustments for diseosals (1,841.59) (0.66) (95.83)
Balancs ac at 21 March 2012 _ 137248 17,818.95 54.96 108.45

9,373.33 34,964 .87 37.90 24.92
Net book value as at 31March 2018 1,052.78
Net book value as at 31 March 2017 1,052.78 10,338.86 31,46.29 25.06 38.18

Contractual obligations

Refer to note 39 for disclosure of contractual comrriltments for the acquisition of property, plant and equipment.

Capitalised borrowing cosr

The capitalisation rate used to determine the amount of borrowing com ditziblc for capitalisation is Nil (31 March 2017- 11.29%). Borrow ing cost capitalised during the year is Ni
The trross carrying amount of property, plant and ey uipment fully depreciated that is still in use is INR 161.04 lakhs ( 31 March 2017 - INR 1,828.23 lakhs)

Refer note 20 for information on property, plant and equipment pledged as security by the Company.
Capital work in progress mainly compnses machinery - VAP cheese plant and automatic milk collection unit at Softa location, As management is currently focusing on already
Production of eheese plant has been deferred for a short penod of ame. Automatic Milk Collection Unit will be eapitalised on completion of project with 1n a year itself.

7S’
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7 Investment property

Building Total
Gross cnrrvin _amount
At T A ril 2016 668.20 668.20
Additions
Currency translation reserve 41.20 41.20
Balance as at 31 March 2017 709.40 709.40
At 1April 2017 709.40 709.40
Additions
Currenge translation reserve (15.6 (15.65)
Balance as at 31 March 2018 693.75 693.75
Accumulated depreciation
At 1A ril 2016 57.78 57.78
Charge for the year 27.75 27.75
Currency translation reserve 1.81 1.81
Balance as at 31 March 2017 87.34 87.34
At 1A ril 2017 87.34 87.34
Chacge for the year 27.88 27.88
Currcencr translation reserve (1.32) (1.32)
Balance as at 31 March 2018 113.90 113.90
Net book value as at 31 March 2018 579.85 579.85
Net book value as at 31 March 2017 622.06 622.06

a) "ll1c Group's investment propecties consist of two pcoperties, one of them located at Citadel Towec, Business Bay, Dubai having value of AED 1,485,000 and owned in
the name of ivlr. Sidhant Gupta, Director in Pacent Company and second property located at Execu tive Towers, Business Bay, Dubai having value of AED 2,287,500 and
owned in the name of Kwality Dairy Products FZE. These values are excluding expenses which are also capitalised as disclosed in Note 7 amounting to AED 157,396.

b) The Citadel Tower property is held on behalf of the Company and it is being used to earn rental income. As per the law of Free Zone En terpcises, Corporate entity can
not hold resident property in their own name, hence same has been fegistered in the name of i\fr. Sidhant Gupta, Director in Holding Company who does not have any
eight on property nor does any economic benefit from this propccty flow to him.

¢) As per management the investment properties arc not measured at fair value and recorded at cost value.
d)The investment property has been mortgaged to bank against bank borrowings (refer note 20).
e)'111c Company has no restrictions on the realisabili ty of its investment properties and no contractual obligations to purchase, construct or develop investmen t properties

or for repairs, mai and enh

‘ (ii) Amount rccolmiscd in orolit and loss for investment pro1>ertics

31 March 2018 31 March 2017
Rentalincome 17.69 17.74
Direct operating expenses that generated rental income - -
Direct operating expenses_that did not generated rental income (3.36)
Profit from lcnsine. of investment p[Of1CI"lics 17.69 1.38

(iii) Leasing arrangements

Imcstment properties are leased to tenants under long-term operating leases with centals payable monthly. Refer note 40 B for details on future minimum lease rentals.

(iv) Fair value

Particulars 31 March 2018 31 March 2017

723.31 723.31

Fair value

The Group obtains jndependent valuations for its investment properties at least annually. The best evidence of fair value is current prices in an active market for similar
properties. \Vherc such information is not available, the Group conside r information from a \'ariety of sources including:

a) current prices in an active market for properties of different nature or recent prices of similar properties in less active markets, adjusted to reflect those differences.

b) di,counted cash flow projections based on <eliable estimates of futuce cash flows.

¢) capitaLised income projections ba.sed upon a property's estimated net market income, and a capitalisation rate deri, led from an analysis of market c'idence. 'The fair
,Caducs of investment properties have been determin ed by external valuer. The main inputs used arc rental growth rates, expected , Jacancy rates, terminal yjeJd and discount

rates ba.scd on industry d:ita.
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8 Intangible assets

Copyrighl Software Total
Gross carrying amount
AtT April 2016 100.00 77.94 177.94
Additions 16.88 16.88
Disposals/ assets written off
Balance as at 31March2017 100.00 94.82 194.82
At 1April 2017 100.00 94.82 194.82
1\dditions 22.12 22.12
Disposals/assets written off
Balance as at 31March 2018 100.00 116.94 216.94
Accumulated amortisation
At 1 April 2016 39.26 39.26
Charge for the year 2134 21.34
Disposals/assets written off
Balance as at 31March 2017 60.60 60.60
At T April 2017 60.60 60.60
Charge for the year 20.03 527 25.30
Disposals/assets written off
Balance as at 31March 2018 20.03 65.87 85.90
Netbook value as at 31March2018 79.97 51.07 131.04

Net book value asat31March2017 100.00 34.22 134.22




Kwality Limited
Notes to the Consolidated Financial Statements for the year ended 31 March 2018
(Allamounts InINR lakhs,unlessorhel"\vise stated)

As at As at
31March 2018 31March 2017
Note -9
Mutual Fund*
Quoted imTestmen'ts 15.66
15.66
Aggregate book value of.
Quoted investments 15.66
Unquoted investments
Aggregate market value of quoted investtnent! 15.66
*Details of investments inmutual funds (Quoted) designated at FVTPL:
Particulars Face Value Number of units (in hlkhs Amount
(in INR) Asat As at As at As at
31March 2018 31March2017 31March 2018 31March 2017
Canara Robcco Capital Protect ion- Regular Grow th Plan 10 1.50 15.66
(Maturit)' Date:16Jul)',2020)
As at As at
31March 2018 31March 2017
Note -10
A Loans -non current assets™
(Unsecured, considered good)
Securiqe deposits** 7929 87.27
79.29 87.27
**Deposits given to various government department/ utility department
B Loans - current assets®
(Unsecured, considered good)
Sccurit}' deposits 2586 1.72
Loans to employees 22.50 24.95
48.36 26.67
*These arc carried at amortlscd cost
As at As at
31 March 2018 31March 2017
Note-11
A Other financial assets -non-current
Bank deposits with remaining maturity of mote than 12 months* 158.63 264-15

158.63 264.15

*All of the above deposits have been pledged with banks against guarantees, letter of credit and cash cred 1t limit given by the banks and financial institutions

B Other financial assets -current
In.tccestrecoverable 670.97 48879
Rent receivables 532

676.29 488.79

Asat As at
arch 2018 31March 2017

Note -12
Deferred tax liabilities (net)
Deferred tax asset arising on account of :

Property, plant and equipment 72394
Provision for doubtful debts 138.43

Provision for employee benefit expenses 104.24 6424
Borrmvings 12073 34.49
Pem[lision foedeferred re,-enue (EPCG) 255.70

Total deferred tax assets 619.10 822.67

Deferred ta."I: liabilities arising on account of :

Propert)', plant and equipment (712.09)
Total deferred tax liabilities (712.09)
(97 90\ 822.67

Net deferred tax (liabilities)/ assets




Kwality Limited

Notes to the Consolidated Financial Statements for the year ended 31March 2018

(Allamountsin TNR lakhs, unless otherwise stared)

(i) Deferred tax arislng on all the items has been recognised in the Statement of Profit and 1...ossexcept fordeferred tax arising on account of actuarial gain/ Qoss) on
long tenn employee benefit, a paa of \Vhich has been recognised in other compl'ehensive 1ncome on account of actuarial gains and losses.

(ii) Movement in deferred tax (net)

Paniculars As at Recognised in Recognised in As at31
31March 2017 | StatementofProfit Equity March 2018
and Loss
Deferred tax assets/ (liability)
Property, plantand equipment 723 94 (1,436-03) 12,05 (712.09)
Pro\«ision foremployee benefit expenses 6424 2795 10424
Proyision for doubtful debts 138.43 - 138.43
Provision for deferred rcYenue (EPCG) 255.70 - 255.70
Non-current liabilities
Borrowings 34.49 8624 120.73
Total 822.67 (927.71) 12.05 (92.99)
As at As at
Note - 13 31March 2018 31March 2017

A Other non-current assets
Capita]advance
Prepaid expenses
Advance to material/service providers

w

Othercurrentassets

Achlancc to material/ service providers
Prepaid expenses

Balances with statutOl:) authorities
Amount paid under proteste

Other advances

*Deposited with revenue authorities. Refer note 39.

Note - 14
Inventories
Raw materials

\Vork-in-pcogress

Finished goods (other than those acquired for trading)

Stock-in-trade (acquired for trading)
Stores and spares
Packing material

Note

2,218.34 2422823
1.63 520
11.5810 2,93 .01
13,878.87 27,167.44
55,843 35 24,56361
13833 83-55
1,724.66 9254
285.70 260.39
7.01 25 54
57.999.05 25,025.63
Asat Asat

31March 2018

31March 2017

1 Write-downs of inventories to net realisable value amounted to INR 1027.13lakhs (31 March 2017- INR 155.93 lakhs) recognised as an expense during the year
and included in 'changes in value of inventories of work-in-pmgress, stock-in-trade and finished goods' in Statement of Profit and Loss

Note-15
Trade receivables
Unsecured
Considered good
Considered doubtful

Less: Provision for doubtful debts (Refer note 43)

Note -16

Cash and cash equivalents
Cashonband

Balances with banks:-

In current accounts

Cheques in hand

261.35 431.03
5,261.08 14,844.63
12,738.55 15017.10
2,619.88 4,067.11
474.86 240.30
2,277.39 542.03
23,633.11 35,142.20
As at As at
31 March 2018 31March 2017
189,768.24 157,918-59
400.00
(400.00)
189,768.24 157,918.59
As at As at
31March 2018 31March 2017
73.51 188.90
339 28 692-05
G.071.32 7521119
6,484.11 8,402.94




Kwality Linlited

Notes to the Consolidated Financial Statements for the year ended 31 March 2018
(Allamounts in INR lakhs, unles. otherwise stated)

As at As at 31
31March 2018 March 2017

Note -17
Other bank balances
Unclaimed dividend accounts* 3751 4681
Birnk deposits

\V1th maturity mocc than three months but upto twelve months** 3,026.53 2,877 71

3,064.04 2,924.52

*Unclaimed dividend account pertains to dl\esidend not claimed b)' equity shareholders and the Company does not have any right on the said mone

**All of the above deposits have been pledged with banks against guarantees, letter of credit and cash credit limit g;ven by the banks and f1J1ancial institutions

This space has been intentionally left blank




Kwality Limited
Notes to the Consolidated Financial Statements for the year ended 31 March 2018
(AllamountsinINR lakhs, unlessotherwisestated)
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As at
31 March 2018

As at
31March 2017

Note - 18

Equity share capital Number Amount Number Amount

Authorised

Equity share capital of face nlue of INR 1 each 1,000,000,000 10,000.00 1,000,000,000.00 10,00000
1,000,000,000 10,000.00 1,000,000,000 10,000.00

Issued, subscribed and fuUy paid up

Equity hare capital of face v:tlue of JNR 1 each 241,354,382 2.413.54 237,355,554.00 2,373 56

241,354,382 2,413.54 237,355,554 2,373.56

iii Reconciliation of number ofequity shares outstanding at the beginning :.nd at the end of the year

As at 31 March 2018

As at 31March 2017

Equity shares Number Amount Number Amount
Balance at the beginning of the yc:u 237,355,554 2,373.56 223,911,822 2,239.12
Add: Issued during the year 3,998,828 39.98 13,443,732 134.44
Balance at the end of the year 241,354,382 2,413.54 237,355,554 2,373.56
Rights, preferences and restrictions attached to equity and preference shares
- The Company has onlyone class of equity shares having apar value of INR 1per share. Each shareholder is eligible forone vote per share held.
- The Company declares and pa)'S dividend In Indian rupees.
- In the event of liquidation of the Company, the equity share holder wiU be entitled to receive remaining assets of the Company, after distribution ofall
preferential amounts, in proportion of their shareholding.
Details of shareholder holding more than 5%oshare capital

As at31March 2018 As at31March 2017
N:um:. nrthe equity sharchold..:r Number % Number %
Sanjay Dhingra * 132,154,714 54.76 152,154,714.00 6410
Pashupati Dairies Private Limited 14,441,693.00 608
*Refer note no.20 on details of shares pledged by Mr.Sanjay Dhingra, Managing Director of the Company.
Aggregate number and class of shares allotted as fully paid up pursuant to contract(s) without payment being received in cash, by way of bonus
shares and shares bought back for the period of 5 years immediately preceding the Balance Sheet date:
-The Company hasnot issued anyshares pursuant to contmet(s) without payment being cecei\sed in cash,
-No bonus issues ha,[ ¢ been done in preceding fi,ec years.
-The Company has not undertaken any buy back of shares.

i Shares reserved for issue under options

For details of shares reserved for issue under the Employee Stock Option Plan (ESOP) of the Company, refer note 42
For details of Compulsorily convertible debenrures/ \X'arrants of the companr, refer note 79.
Note -19 As at 31March 2018 As at31March 2017
Otherequity Number Amount Number Amount
Reserve and surpJus
Money received against share warrants
Opening balance 625 10,362,694 1,250
Amount received against \Varrants 1,875 3,750
\Varcants issued duringthe year 1 625
Convertible wammts converted into equity shares during the year (1.00) (2.500) (10,362,694) (5.000)
Closingbalance 625

Money received agalnst Convertible Warrants represents amount receiYed which entitles the warrant holder, the option to appl}' for the equity shares of the face
value of INR I each. The Company on preferential basis has allotted the following Convertible \X'acrants in accordance with the provisions of SEBI (Issue of

Capital and Disclosure Requirements) Regulations, 2009 (SEBI ICDR Regulations, 2009).




Kwality Limited
Notes to the Consolidated Financial Statements for the year ended 31 March 2018
(AllamountsinINR lakhs, unlessotherwise stated)

Nam\! ofallonces No.Qf Consideration Amount received Date of allotment
. convertible (Amount) as % of issue price ofwarrants/shares
warrants
Convertible warrants outstanding at the 1 April 2016 10,362,694 1,250 25%
ndd: Issued during the rear 625 25% 22 August 2016
hdd: Received during the rear againsr opening 3,750 75% 7 &8 April 2016
ess : Com'crted to equity share during the year 10,362,694 (5,000) 100% 9 April 2016
onvertible warrants outstanding as at 31 March 2017 1 625
onvertible warrants outstanding at the 1April 2017 625 25%u
|dtl: Issued during the year
\“hl:Received during the year 1,875 75% 16 feburary 2018
1lc'J1 : Convelted to equity shue durlng the year ~ (1) (2,500) 100% 19 Feburary 2018

OO\ Cniblc warrants outstanding as at 31March 2018

onveren, 1 1:warrants convened during the year
31March 2018 31March 2017

Sid hant Gupta 5,18147 9 Apcil W I<

Sidhant & Sons HUF 5,181,347 9 April 21116
. Bennett, Coleman and Company Limited 19 fleburary 20 18
Folul 10,362,694

fn the previous year the allottees at Srno.I & 2 exercised their right to convert the Comeertible \\larrants into equity shares after pa}'ing the balance amount and
accordingly 5,181,347 equity shares each were issued to Mr Sidhant Gupta. and Sidhantand Sons HUF for an aggregate consideration of JINR 2,500 each.

During the year the allottees at Sr.no.3 exercised their right to convert the Com/[errible \Varrants into equity shares after paying the balance amount and accordingly
2,169,762 equity shares were issued to Bennett, Coleman and Company Limited for an aggregate consideration of INR 2,500.

Utilisation of proceeds of Convertible Warrants converted: The balance amount of INR 1,875 received during the year against Convertible \Varrants has been
utilised towards advertlsement in print & non-print media-

As at As at
31March 2018 31March2017

B Securities premium reserve
Openingbalance 17,995.47 9,792.75
Received during the year =;20n 8,202.72
Closing balance 22,516.39 17,995.47
C Employee's stock option reserve
Opening balance 446.72 916.67
Transferred/ad ju stment during the year 1,622.52 384.58
Cancelled during the year (23-14)
Exercise during the year (427.59) (854.53)
Closingbalance 1618.51 446.72
D Retained earnings
Opening ho.lance 89,903.50 70,77274
Profit for the year 9,23459 19,414.91
Add: Employee stock option plan resenrc 23.14
Less: Di,,idend paid (237.96) (236.09)
Less: Tax on dividend paid (48A4) (4806)
Less: Debenture redemption reserve {1,321.25)
Closingbalance 97,551.58 89,903.50

E Share application money pending allotment

Openingbalance 160.93
Add: Recei, cd during the year 16093
Le:;s: Share allotment {1J.93)
Closing ha lance 160.93

F Other comprehensive income

Opening balance 224.99 387 11
‘fmnsferred/adju stment (22.76) (1.57)
Add:Foreignexchange tram;Jation B 3393 (16055)
Closing balance 236.16 224.99

G Debenture redemption reserve

Opening balance
Ad<l: Amount transferred from retained earning 132325
Closing balance 1,323.25

123245.89 109.356.61

e




Kwaliry Limited
Notes to the Consolidated Financial Statements for the year ended 31 March 2018

(AllamountsinINR lakhs,unless otherwise stated)

(i) Nature and purpose of other reserves
Securities premium reserve
Securities premium reserve is used to record the premium on issue of shares. The reserYe is utilised in accordance with provisions of the Companies Act, 2013

Shure applicution moneypending allotment
Share application money pending allotment represents amount received from employees for issue of shares undct' employee stock option plan

Othercomprehensive income
Rerneasurements gains/losses on post employment benefits ace recorded in the other comprehensi,.c income

Employee's stock optiOn reserve
The reserve is used to recognise the grant date fair value of the options issued to employees under Company's employee stock option plan.

Debenture Redemption Reserve
The reserve is created out of profits for the purpose of redemption of debenture as per reguirement under Companies Act' 2013

As at As at
31 March 2018 31March 2017
Note -20
A Borrowings non-current
Securedloans:
Debentures
Non-comeertib}c debenntces® 9,768.38 9,674.97
Less: Current tm.turlties of long-term bonowlngs (2,687.14) (461.59)
Vehicle Joans
From banks 333.88 33335
Less: current maturities of long term borrowlngs (125.96) (116 68)
From others 1242 2637
Less: current maturities of long term borrowings (1242) (13.95)
External commercial borrowings
External commercial borrowings 8,622.45 9,043.07
Less: current maturities of long term borrowings (1,353 94) (899.02)
TermLoan
From others 19,530.72 19,341.49
Less: current maturities of long term borrowin.gs (5,372.01) (920.77)
Unsecured loans:
Term loans
Frnm banks 4,15002 3,00903
1.ess: current maturities of long term borrowings (2,116 36) (74804)
Fromothecs 22,873.86 14,841.16
Less: current maturities of long tetm borrowings (6,812.61) (4,045.60)
Dcbeurures
Compulsorilr convertible debentures™* 1,248.14
46,811.29 50,311.93

*As per Companies (Share Capital and Debentures) Rules, 2014, every company required to create Debenture Redemption Reserve shall on or before the 30th clay
of April in each year, im[est or deposit, as the case may be,a sum which shall not be less than fifteen percent. of the amount of its debentures maturing during the
)'ea" ending on the 31st da)’ of March of the next year. Accordingly, the Company was reguired to invest INR 416.25 lakhs as at 30 April 2018 out of which
INR 83.25 lakhs already invested b)' company before 30 Ap1112017.The Company plans to place a fixed deposit for balance amount in near short term

#**The Company had allotted 1 (one) compulsory comeertiblc debenture of INR 1,400 lakhs to HT Media Limited during the F.Y. 2016.17 which has been
convected into 1,215,066 no. of equity shares at INR 11522 per share as on 19 February 2018.. The equitr shares allotted and pre sharecholding are under lock In
for one year and six months respectively from the date of receipt of trading approval from the stock exchanges

As at Asat
31 March 2018 31March 2017

B Borrowings - current
Secured loans
Working Capital Facilities (Cash credit) 112,086.69 106,225.16
Letter of credit due to bank:- 99276 734.3)
Bu)'er'scred It 1,360.39 1,692 64
Unsecured Joans
Tenn Loan from Others 2,500.00

116,939.84 108,652.15

4




Kwality Limited

Notes to the Consolidated Financial Statements for the year ended 31 March 2018

(Allamjunts in INR Inkhg, unlt:ss otherwise seated)

Anncxure to Note 20

Particulars

Amoul;F Outstanding ITerms  ofrepayment
31 March 70138 31Mar®

Security

Nonl[ | Current Borro\Yio

Seenred I o:a._ns

Non Convenible Debentures- KKR India Financial 9,768.38 9,674.97 JRepayable in 18 equal quarterly The loan is secured by way of First pari - passu charge on new project assets of the
Services Privm:c Limited installments starring from 31 Company. Further secured by way of equitable mortgage on the immovable property in
March 2018 rhc name of JTPL Private Limited, enterprise on which key managerial person have

significant influence and pledge of shares of Kwality Limited owned by Mr.Sanjay
Dhingra, \lamiging Director of the Company and cxclusi,-¢ charge by way of
hyporhccation of th.: specified accounts. These debentures arc also secured br personal
guarantee of Mr. Saajay Dhingra, Managing Director of the Company. Present coupon
rate of debentures varies from 12.50°0p.a. to 19.20°0 p.a. Currently, IL&FS is the
security thistee of Debentures

Vehicle Loans

From Banks Vehicle loans from bank & others arc secured by hypothecation of Vehicles. Rate of
[m:cr<..:stvaries betwen 7.80/opato 11.51 op.a. Period of maturity for loans varies

TIDFC Bink 1385 51278 between 3 year to 5year and number of repayment installments is ranging bctv.rcen 36 to
60 months.

-ICICI Bank 16.67 12.45 tvlonthly equated installments

-Bank of India L69 3.68

From Others - Volkswagen Finance PFinte Limited 12.42 26.37

From Banks

-Bank of Baroda, Dubai 27.73 48.23 Monthly equa<ed installments \'chicle loans from bank & others arc secured by hvpothecation of Vehicles. Rate of

_Emitarcs National Back of Dubai 43.93 5621 [nrcrest varies benveen 3.18%0p.a. to 3.11°10 p.a. Period of maturity for loans varies
between 3 year m 5 year nd number of repayment installments is ranging betv.'een 20 to
60 months.

E'irst Gulf Bank, Dub:U Ivlonthly equated installments Rate of interest is 4.97°10 p.a. period of Inaturiry forloans \rarics between 10year to 15
ye:ir md number ol repayment installnlcnts is ranging between 100 to 180 months.

242.34 257.66
External commercial borrowings- Union Bank of India 8,622.45 9,043.07 JRepayable in 12 half yearly External Commercial Borrowings (ECB) taken from Union Bank of India (U.K) Limited
(UK) Ltd. installments which has already amounting to USD 14million (31 March 2018 JNR 8,622.45 lakhs). The loan is secured
star<ed from 30 September 2017 by way of entire p«>ject assets including project land of the Company and personal
guarantee of Mr Sa'ljay Dhingra, Managing Director of <he Company Till the creation of
the charge, the Company has prm-ided additional security in form of pledge of 'hares of
Kwality Limited in the name of Mr. Sanjay Dhingra. Present rate of Interest on loan is 3
months LIBOR plus 425bps.
L-)1-{F
mv<m , "
A. F-33 .




Kwality Limited

Notes to the Consolidated Financial Statements for the year ended 31 March 2018

(All amounts in INR lakhs, unless otherwise sta[cd)

Anncxurc to Note 20

Amount Outstanding

Particulars Terms of repayment Security
31 March 2018 31 March 2017

Term Loan from others

- KKR India Financial Senccs Private Limited 19,530.72 19,341.49 |Repayable in 18 equal quartedy The loan is secured by way of first paci - pa..ssu charge on new project asset of the
installmen ts starting from 31 Company. It is further secured by equitable mortgage on the immovable property in the
March 2018 pame ofJTPL Private Limited, nterprisc on which key managerial person have

significant influence and pledge of shares of Kwality Limited owned by Mr. Sanjay
Dhingra, Managing Director of the Company and exclusi,-e charge by way of
hypothecation of [he specified accounts. This loan is also secured by pe:rsonal guaran tee
of Mr.Sanjay Dhingra, Managing Director of the Company. Present nte ofloan varies
from 12.50%p.a. to 19.20% p.a

Unsecured Loans

Term Loan from bank

« Karur Vysya Bank 2,014.47 2,751.38 |Repayable in 16 equal quartedy The loan is secured by way of equitable mortgage of land and building situated at Sector
installments which has already 115, Mohah, Punjab owned by JTPL Private Limited, enterprise on which kev managerial
started from 16January 2017 person have significant influence The lom is further secured by personal guarantee of

Mr.Sanjay Dhingra, Managing Dirccmr of Company and corporate guarantee ofJTPL
Pri,Tatc Limited. Present rate of Interest on loan is 12°0.
‘Woori Bank 1,893.21 - |Repayable in 18 equal monthly The loan is secured by pledge of 3,653,850 shares of Kwality Linuted held by Mr. Sanjay
installments srarting from 31 Dhingra and furthel secured by personal guarantee of Mr Sanjay Dhingra, Managing
March 2018 Director of Company. Present rate of Interest on loan is 10.80'o p.a.

Term Loan from other

-STCI Finance Limited 4,986.94 - Repayable in 10 equ:ll quarterly Loan is secured by pledge of equity shares of Kwality Limited held in the name of Mr.
installmentsstJ.rting from30tl.1 Sanjay Dhingra Further secured by personal guarantee of \Ir. Sanjay Dhingra,

April, 2018 i.e. From the end of Managing Director "'the Company and corporate guarmtce of Pashupati Daines
nine months from the date of first |Pri,catcLimitedent'=rprisconwhichkeymanagerialpersonhavesignificantinfluence.
disbursement Rate of'interest on loan is 12°Op.a.

- Mahindra & Mahindra Financial Services Limited (A) 1,192.99 1,644.35 | Repayable in 48 equated monthly Loan from Mahind, a & Mahindra Financial Sen-ices Limited is secured by way of
installments commencing at the mortgage ofland and building situated at Sector 115, Mohali, Punjab owned by JTPL
end of first month from the first Pri,ratc Limited, enterprise on 'vhich key managerial person have significant influence
date of disbursement stai:ting from |and pledge of equity shares of Kwality Limiced held in the name of I\!r. Sanjay Dhingra.
15June 2016 Further, it is secured by personal guarantee of lvir.Sanjay Dhingra, Managing Director

of the Company and corporate guarantee of JTPL Pri,late Limited.Rate of interest on
loanis 11.85'0 p.a.

- Maliindra & Mahindra Financi-U Scn,iccs Limited (B) 2,142.22 - |Repayable in 48 equated monthly During the year, Company has taken one more lo:in of INR 2,500 lakhs from Mahindra

instalhnents colnIncncing at the & I\tlahindra Financial Sc!\'ices Limited which is secured by way of mortgage of land and

— end of first month fratn (he fi.rst building situated at Sector 115, Mohah, Punjab owned by JTPL PriYatc Limited,

date of disburselncnt starting from |enterprise on which key managerial person 11aYC significant influence and pledge of
- 'I i 15July 2017 equity shares of Kwality Limited held in the name of !vir. Sanjay Dhingra. Iviorcover itis
9 e L z further secured by personal guarantee of Mr. Sanjay Dhingra, Managing Director of the

IN VY (Y Company and corporate guarantee of JTPL Pri,-atc Limited. Rate of interest on loan is
[/ / 12,15, p .a.
o
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Notes to the Consolidated Financial Statements for the year ended 31 March 2018
(Allamounts in INR lakhs, unless otherwise stared)

Anncxure to Note 20

Particulars

Amount Outstanding

31March 2018

31 March 2017

Terms of repayment

Security

- IFCI Limited (A) 4,994.02 7,486.55 |Repayable in 16 equal quarter! Secured by way of ecluitable mortgage ofland and building at Sector 115, Mohali, Punjab
) installments st:irting after a owned by JTPL PllL-ate Limited, enterprise on which key managerial person have
moratorium of one year i.e. significant influence and pledge of shares of Kwality Limited in the name of Mc. Sanjay
commencing from 15th month Dhingrn and further secured by person:tl guarantee of Mr.Sanjay Dhingra, Managing
from the fir<t date of Director of Company and Corporotc Guarantee of JTPL Private Limited. The present
disbursement. rate of interest on loan is 11.75% p.a.

- IFCI Limited (B) 4,951.04 - |Repapble in 24 equal quarterly During the current rear, Company has taken a fresh loan of INR 5,000 lakhs (Sanction
installments st:irting after a amount: 10,000 lakhs) from IFCI Limited, This loan is secured by way of equitable
moratorium of one year i.c. mortgage ofland and building situated at Sector 115, Mohali, Punjab owned by JTPL
commencing from 15th month Pri, ate Limited, enterprise on v.rhich key manageri:tl person have significant influence
from the first date of and pledge of share:: of Kwality Limited in the name of Mr, Sanjay Dhingra and further
disbursement. secured by personal guarantee of Mr.Sanjay Dhingra, Managing Director of Company

and Corporate Guarantee of JTPL Pril ate Limited. The present rate of interest on
loan is 11.50°0p.a.

- Hero Fincorp Limited (A) 1,704.26 2,205.18 Loan from Hero Fincorp Limited i' secured by way of equitable mortgage of land and
building situated at Sector 115, Mohali, Punjab owned by JTPL Private Limited,
enterprise on which key managerial person hm! ¢ significant influence and personal

Month!) EM! guarantee of Mr. Sal I jav Dhingra, Managing Director of the Company and corporate
guarantee of JTPL Primte Limited. Rate of interest on loan is 12.75%p.a.

- Hero Fincorp Limited (B) 426.28 551.69

- Aditya Birla Finance Limited (A) 1,342.56 1,490.15 | Within 103 months which had Loan from Aditya l\irla Finance Limited is'ecured by way of equitable mortgage of land
already started from 9 March 2016 |and building situated at Sector 115, Mohali, Punjab O\med by JTPL Private Limited,

enterprise on which key managerial person have 'ignificant influenceand further secured

- Aditya Birla Finance Limited (B) 1,133.54 1,463.25 | Repayable in 72 equal monthly by personal guarantee of Mr. Sanjay Dhingra, Managing Director of company and
installments which hasalready corporate guarantee of JTPL Printe Limited. The rate of Interest on loan is ranging
<tarted from I September 2015 from 12.50% to 12.75% p.a.

Debentures

- Compulsory Convertible Debentures 1,248.14 |Within 18 months from the

o

5 8.
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Notes to the Consolidated Financial Statements for the year ended 31 March 2018
(IJ1 amounts in INR lakhs, unkss otherwise seated)

Anm.:xurc to Note 20

Particulars Amount Outstanding Tenns of repayment Security
31 March 2018 31 March 2017
Current Borrowings
Sc£luss!. loan!;.
Cash credit facilities- From multiple banks 112,086 69 106,225.16 | Payable on demand Loans from banks towards cash credit limits arc secured by war of :-
a) First pari 17assu charge on the entire current assets of the company.
b) First pari passu charge on entire monblc and immo.-ablc fo:ed assets including
equitable mortgage of factory land and building of the company situated at dlage Softa
,Palwal (Haqana) and at Village Mumrcjpur, Tchsil Dibai, District- Bulandsahar (U.P).
c) First pari passu charge on entire fixed assets of Pashupati Dairies Private Limited
including Equitable mortgage of Land and Building situated at,-illage Kumarhera,
Saharanpur (UP).
d) First pari pasu charge by way of equitable mortgage on immonble property in the
name ofJTPL Pri,eate Limited situated atJTPL City, Sector-115 Mohali (Punjab).
|c) Corporate guaran tee of Pashupati Dairies Prirnre Limited.
Personal guarantee of Mr. Sanjay Dhingra, Managing Director of the Company and
corporate guarantee of JTPL Pri,.ate Limited.
Other Terms and Conditions
a) Ncgati/ ¢ lien for non disposal/ non transfer of 51 % of equity share held by
Mr. Sanjai Dhingra.
Letter of credit due to banks 992.76 734.35 | As per LC terms & conditions 10% Cash margin for LC in the form of Fixed Deposits.
Buyer's credit 1,360.39 1,692.64 | As per LC terms & conditions MarWti in the form of Fixed Deposits.
Un cyr!:d LQn
Term Loan from others
.Sicom Limited 2,500.00 - |Repayable onsingle installment on |TIleloan is secured by pledge of shares of Kwality Limited held by Mr. Sanjay Dhingra
364th day from the first date of This loan is also secured by unconditional, irrevocable personal guarantee of Mr. Sanjay
disbursement i.e. 22 December Dhingra, Managing Director of the Company Present rate of loan is 12.75°'0 p.a.
2017
Breakup of total borrowing:
Long term borrowing (Note 20A) 46,811.29 50,311.93
Current maturity of long term borrov.ng (Note 23B) 18,480.44 7,205.65
Short term borrowing (Note ZOB) ~ 116.939.84 108.652.15
Total borrowings 182231.57 166,169.73

¥
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Note -21
A Provisions - Non current

Provlsion for employee benefits:

As at
31March 2018

As at
31 March 2017

Compensated absences 16538 100.16
Gratuity 248.53 170.08
41391 270.24
B Provisions - current
Prm(1sion for cmplO)CC
benefits: Compensated 46.32 19.86
absences Gratuity 5267 15.56
98.99 3542
As at As at
31 March 2018 31March 2017
Note -22
Trade payables - current
Due to micro and small enterprises* 65.99 70.35
Due to others 1524377 10.057.61
15.309.76 10,127.96
'Dinclosure under tle Mi.ctu, Small and Medium [rurcii..cs  c¢"e opmem 1 ctP06 ("MSMI'D A(J06"
Particulars 31March 2018 31March 2017
i) the principal amount and the interest due thereon remaining unpaid to any supplier as at the end of each accounting 65.99 7035
| sear;
”) the amount of interest paid by the buyer in terms of section 16,along with the of the payment made to the supplier Nil Nil
be, ond lThe Arri')(;inu:d ditV dutiun  ch accountin vear;
ni) the amount of'interest due and payable for the period of delay in making payment (which have been paid but be)+ond Nil Nit
|the ttl1tvlinle<I d:w tlutl1'1'the \eear) but wfrhout addin2 the interest specified under this Act;
i.\*) the amount of interest accrued and r unpaid at the end of each accounting year; and Nil Nil
|the amount of further interest remaining due and payable even in the succeeding years, until such date when the Nil Nil
v) interest dues as above are actually paid to the small enterprise, for the purpose of disaUowance as a deductible
CATILTit ] Irt.: uhe.der JC(IHT 20\,
Aﬂ‘_ 1. lafe 1 EH M < U 461 lll.l L 1% b d 1t ‘lﬂ:: fiad th (\f\_CIC :
infonnation available with the Company
As at As at
31March 2018 31March 2017
Note-23
A Other financial liabilities - Non current
Derivative liabilit)' 350.72 1,027.56
350.72 1,027.56
B Other financial liabilities - current
Current marurities of long teem borrowings 1848044 7,205.65
I'nterest accrued onborrowings 3,114 03 1,00274
Payabletoemployees 74498 55351
Unpaid dividend on equity shares 37.51 46.81
Paioablc for capital goo<ls 234.43 15273
Security deposits 545.93 608 74
Expenses pa)+ablc 7226
23,157.32 9,642.44
As at As at

Note -24

Other Non current liabilities

A Deferred revenue*

B Other current liabilities
Payable to starutory authorities
Ad\+ance from customers
Deferred income on compulsorily convertible debentures
Deferred revenue*

31March 2018

31March 2017

482.02

482.02

169.17 33143

449.08 76651
146 58

256.82

875.07 1,244.52

*Deferred revenue as ar 31 March 2018 represent INR 738.84 fa.kh being grants relating to duty saved on import of capital goods and spares under the EPCG
scheme. Under such scheme, the Company is committed to export pl'escribed times of the duty saved on import of capital goods over a specified period of time.Jn
case such commitments are not met, the Company would be required to pay the duty saved along with interest to the regulatory authorities
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Note -25

Current tax liabilities (net)

Opening balance*

Add: Current tax payable for the year

Less: MAT adjustment

Add: Interest/ earlier }'ear effect on income ta."X
Less: Ta...xes paid during the year

As at As at 31
31March 2018 March 2017

9,782.19 8,589 18
6,359.24 6,631.98
(1,532.38)

2,883.71 1,23007
(1,096.05) (5,136.66)
17,929.09 9,782.19

*Provision forincome ta'Cin pre,sious year amounting to INR 4 6§7.741a.khs has been reclassed from payable to statutory authorities, refer Note 124 B.
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Notes to the Consolidated Financial Statements for the year ended 31 March 2018
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Note -26

Revenue from operations
Saleofproduets

Sale of services

Other operating income

Note - 27

Other income

Interest income

Release of derivative liability

Profit on sale/ discard of fixed assets (net)
Foreign exchange fluctuation (net)
Excess provisions/ Liabilities written back
Debit balance written back

Claims recoYered

Rental Income

Miscellaneous income

Pinnnce income on compulsorily convertible debentures

Note - 28

Cost ofmaterials consumed
Opening stock

Add: Purchases

Less: Closing stock

Cost of materials consumed

Note -29
Purchase of stock in trade
Purchase of trnded goods

Note -30

Changes in inventories of finished goods, work-in-progress and stock-in-trade
Inventories at the end of the year:

Pinished goods

Stock-in-trade

Work-in-progress

Inventories at the beginning of the year:
Finished goods

Stock-in-trade

Work-in-progress

(Increflse)/ Decrease in inventories

Note - 31

Employee benefits expense

Salaries, wages and bonus

Contribution to provident fund and other funds
Staff welfare expenses

Sharebased payment expense

F-39

For the year ended

For the year ended

31 March 2018 31 March 2017
731,027.28 687,122.59
828.84 227
80.36 58.13
731,936.48 687,182.99

For the year ended

For the year ended

31 March 2018 31March 2017
86.84 227.15
676.84
9.85 1695
254.03 994.99
60.49 40.56
(0.59) 38.26
42.27 15.77
17.69 17.74
30.68 18.76
146.79
1,324.89 1370.18

For the year ended
31March 2018

431.03
518,896.36
(261.35)

519,066,04

For the year ended
31March 2017

133.08
490,385.68
(431.03)

490,087.73

For the year ended

For the year ended

31March 2018 31March 2017
120,621.14 148,340.11
120,621.14 ¥8,340.11

For the year ended

For the year ended

31March 2018 31March 2017

12,738.55 15,017.10

2,619.88 4,067.11
5,261.08 14.844.63

20,619.51 33,928.84

15,017.10 10,348.67

4,067.11 2,800.52
14.844 .63 2.809.32

33,928.84 15,958.51

13,309.33 (17,970.33)

For the year ended
31 March 2018

4,074.96
131.02
81.04
1,622.52

For the year ended
31 March 2017

3,406.29
95.92
121.19
384.58

5,909.54

4,007.98




Kwality Limited

Notes to the Consolidated Financial Statements for the year ended 31March 2018

(Allamountsin INR lakhs, unkssotherwisestated)

For the year ended

For the year ended

31March 2018 31March 2017
Note -32
Finance costs
Interest expenses 20,961.50 17,926.24
Exchange difference on borrowing cost 30.73
Other borrowings cost - 3,499.07 215.19
24,491.30 18,141.43
For the year ended For the year ended
31March 2018 31March 2017
Note -33
A. Excise duty Paid
Excise duty 231 4.00
2.31 4.00
B. Other expenses
Consumption of packing materials 7,007.68 6,285.88
Consumption of stores and spare parts 374.48 308.55
Power and tuel 2,205.47 1,496.81
Processing charges of milk 1,246.95 830.15
Advertisement & sales promotion 1,679.66 2,051.19
Bank charges 163.31 164.64
Provision for doubtful debts 400.00
Commission & brokerage 62.22 10431
Communication expenses 80.79 86.10
Donations and contributions 66.13 422
Net Loss on foreign currency transactions and translation 581
Export and import expenses 19.91 89.60
Insurance 82.73 63.10
Legal and professional expenses 553.50 482.40
Loss on sale/discard of fixed assets 100.21 1.10
I\Liscellaneous expenses 589.39 375.89
Payments to auditors (refer note (i) below) 39.70 11.50
Printing and stationery 3521 30.64
Rates and taxes 26031 5213
Rent 54497 384.25
Repairs and maintenance - Building 101.97 53.60
Repairs and maintenance - Plant and machinery 366-31 326.31
Transportation charges 3,777.87 2,683.90
Venicle running expenses 38.86 65.02
Travelling and conveyance 478.13 341.79
Derivative liability expense 700.63
Corporate social responsibilities expenditure (refer note (11) below) 412.90 359.81
20,694.47 17,353.52
For the year ended For the year ended
31March 2018 31March 2017
(i) Details of payment to auditors
Payment to auditor (Excluding applicable taxes to the extent credit not availed)
In capacity as auditor
Audit fee 16.00 8.63
Limited review 7.50
Tax audit fee 2.50 287
Corporate governance certification 1.00
Inother capacity
Other services (certification fees) 12.70
39.70 11.50
* Previous year amount represent payment made to erstwhile auditor
(ii) Corporate social responsibility expenses
Gioss amount required to be spent by the cnmprm-durin'the ecnris INR 406.14 lakhs rt-+smue *enrINR 352.88 lokhs.
Particulars Incash Total
Construction/acquisition of any asset 31March 2018
31March 2017
31March 2018 412.90 412.90
On purposes other _Ijurr:il_[?f\zc " 31March 2017 359.81 359.81
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Note -34

Income tax

Tax expense comprises of:

Current t<1x

Deferred tax charge

Income tax expense reported in the Statement of Profit or Loss

*Current tax also include tax for earlier years 13.38 (previous year- (29.62))

For the year ended
31March 2018

For the year ended
31March 2017

6,372.61 6,60235
92771 338.15
7,300.32 6,940.51

The major components of income tax expense and the reconciliation of expected tax expense based on the domestic effective tax rate of the Company at

34.608% and the reported tax expense in profit or loss are as follows:

Reconciliation of tax expense and the accounting profit multiplied by India's tax rate
Accounting profit before tax from continuing operations

Accounting profit before income tax

At India's statutory income tax rate of 34.608% (31 March 2017:34.608%)

Tax effect of amounts which are not deductible (taxable) in calculating taxable income:
Impact of depreciation

Impact of earlier year tax

Impact of allowed/ disallowed expenses

Otheritems

Effect of tax rates in foreign jurisdictions

Income tax expense

Note -35

Other Comprehensive Income

Items that will not be reclassified to profit or loss
Re-measurement gains/Oosses) on defined benefit plans
Income tax effect

Items that will be reclassified to profit or loss

Note -36
Earnings per share (EPS)

The following reflects the income and share data used in the basic and diluted EPS computations:

Profit attributable to equity holders (Basic/Dilutive)

Weighted average number of equity shares for basic EPS

Effect of dilution:
Share options

Weighted average number of equity shares adjusted
for the effect of dilution

16,534.92 26,355.41
_ 16,534.92 26.355.41
9,121.08
5,722.40

1,397.10 (1,530.79)

13.38 122.18

1,158.04 160.36

(255.70) 100.67

(734.90) (1,032.99

7,300.32 6,940.51

For the year ended For the year ended

31 March 2018 31 March 2017

(34381) (2.40)

12.05 0.83

. 33.93 (160.55)
11.17 (162.12)

For the year ended For the year ended

31 March 2018 31March 2017
9,234.59 19,414.91
239,375,578 235,738,711
468,057 978,296
239,843,635 236,717,007

For the purpose of calculating the weighted average number of shares, the weigh ted average effect of changes in treasury share transactions during the year has
also been considered. No other transaction involving equity shares or potential equity shares is there between the reporting date and the date of authorjsation of

these financial statements.

Earnings per equity share (INR)

(1) Basic
(2) Diluted

3.86 8.24
3.85 8.20
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Note - 37
Capital management

(a) Risk management

(b

The Group's objectives when managing capital are to:
- Safeguard their ability to continue as a going concern, so that they can continue to provide returns for shareholders and benefits for other stakeholders,
and

- f'vlaintain an optimal capital structure to reduce the cost of capital
In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, return capital to shareholders,

issue new shares or sell assets to reduce debt. Consistent with others in the industry, the Group monitors capital on the basis of the following gearing
ratio.

Particulars 31March2018 31March 2017
Long term debt (excluding current maturities) (A) 46,811.29 50,311.93
Total equity (B) 125,659.43 111,730.17
Long term debt to equity ratio (A/B) 37.25% 45.03%

(i) Loan covenants

Under the terms of the major borrowing facilities, the group is required to comply with following financial covenants:

= the gearing ratio must not be more than 50%, and

= the ratio of net finance cost to EBITDA coverage must not be less than 2 times considering Company capitalisation phase.

The group has complied with these covenants throughout the reporting period. I\s at 31 I\farch 2018, the ratio of net finance cost to EBITDA was 2.19
times (31 March 17-2.58 times)

Panicnlars 31March2018 31March 2017

(i) Equity shares

Finni dividend for the year ended of NR 0.10 (31 March 2017 - INR 0.10) per folly paid share 237.96 236.09
Divilleml distribution tax on above 48.44 48.06

(ii) Dividends not recognised at the end of the reporting period

'Mu: directors have recommended the payment of a final dividend of INR 0.10 (31 March 2017 INR
0.10) per folly paid equity share. This proposed dividend is subject to the approval of shareholders in 241.35 237.96
chc ensuing annual general meeting.

Dividend distribution tax on proposed dividend 49.13 48.44
Note - 38
Relatedparty transactions
Relationships Name of the party
Key managerial personnel (KMP) Rattan Sagar Khanna - Chairman
Sanjay Dhingra - Managing Director

Manjit Dahiya - Whole Time Director

Sidhant Gupta - Non Executive Director

Kuldeep Sharma - Whole Time Director (w.e.f. 25 October 2017)
S.K. Bhalla - Whole Time Director (resigned w.e.f. 25 October 2017)
J\nkita Mehrotra -Independent Women Director

Satish Kumar Gupta - Chief Financial Officer

Pradeep Kumar Srivastava - Companv Secretary

Enterprises on which key managerial person have significant influence JTPL Printe Limited

Pashupati Dairies Private Limited

Kwality Dairy Investments Private Limited
Sahayogi Sanchaalan Private Limited
Sahyogi Foundation

Relati, & of Key Managerial Person Ved Parkash Gupta ( Father of Sidhant Gupta)
Sonika Gupta ( Wife of Sidhant Gupta)
Sidhant & Sons (I-IUF)
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(All amounts in INR lakhs, unless othetwise stated)

II D1sclosures m respect of matena ltransact10ns with re ated parucs <lyrin  the ycu

Related Party Nature of Transactions 31March 2018 31March 2017
PashupatiDairies Private Limited -Rentpaid 60.00 60.00
-Royalty paid 10.55 10.35
-Reimbursement of expenses 98.58 -
-Dividend paid 11.03 15.54
-Collateral security/guarantee taken 1,000.00 -
JTPLPrivate Limited -Collateral Security/guarantee taken 13,500.00 142,643.00
Sanjay Dhingra -Guarantee for long term loans 22,280.38 33,725.79
-Managerial remuneration (Short term) 130.20 130.20
-Dividendpaid 152.15 152.15
-Shares pledge forloan 51,945.44 66,409.94
-Post employee benefits 38.98 -
Sidhant Gupta -Dividendpaid 277 518
-Remuneration from subsidiary (Short term) 53.08
-Allotment of equity shares - 2,500.00
-Meetingfee 0.60 0.80
Sidhant and sons HUF -Allotment of equity shares - 2,500.00
-Dividendpaid 0.78 5.18
Sonika Gupta -Dividendpaid 0.47 5.18
Raftan Sagar Khanna -Meeting Tee 050 080
Arnn Srivastava -Meeting fee - 0.20
t\nkitaMehrotra -Meeting fee 0.60 0.70
i\shok Kumar Gupta -Meeting fee - 0.30
S.K.Bhalla -Managerial remuneration (Shortterm) 13.81 40.00
-ESOP (Net of difference of FMV) 34.50 -
Manjit Dahiya -Managerial remuneration (Shortterm) 44.00 21.17
-Post employee benefits 26.13
-ESOP (Netofdifference of FtvfV) 32.84
Sunit Shangle -Remuneration 8.32
Satish Kumar Gupta -Remuneration (Short term) 24.53 17.36
-Postemployee benefits 0.57 0.84
-ESOP (Net of difference of FI'vfV) 7.20 -
PradeepKumar Srivastava -Remuneration (Short term) 12.31 12.32
-Postemployee benefits 0.84 0.96
-ESOP (Net of difference of FMV) - 12.19
Ted Prakash Gupta -Dividendpaid - 5.83
Kuldeep Sharma -Remuneration (Short term) 6.27 -
-Post employee benefits 0.31 -
III Balances with related parties
Related Party Nature of Transactions 31March 2018 31March 2017
Pashupati Dairies Private Limited Amount payable in respect of Services/ Rent 13.73 25.00
Amount payable inRespect of royalty 2.43 8.61
Amount payable inRespect of expenses 8.10
Guarantee taken for financial limits 113 643.00 112,643.00
ITPJ, Private Limited Collateral Security/guaranteetaken 179,143.00 165,643.00
Sanjay Dhingra Guarantee taken for long term loans 74,900.00 53,000.00
Guarantee taken for financial limits 113,643.00 112,643.00
Guarantee taken for ECB 9,106.17 9,725.79
Shares pledge for loan 73,463.43 104,773.44
Payable toemployee 19.79 6.52
Employee benefit provision 38.98 -
Satycnder Kumar Bhalla Payabletoemployee - 249
KuldeepSharma Payable toemployee 1.08 -
Employee benefit provision 0.31 -
Satish Kumar Gupta Payable to employee 1.85 003
Employee benefit provision 1.41 0.84
ManjitDhaiya Payable to employee 2.75 1.50
Employee benefit provision 26.13 -
\'1 AL 14,,\
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Re.lated Party Nature of Transactions 31March 2018 31March 2017
Pi;ndcep Kumar Srivastava Payable to employee 1.35 1.69
Imployccbenefitprovision 1.79 0.96
,\nkita Mehrotra Jl:1yabktocmpl()ycc 0.38 -
Sidhant Cuptn Payable to employee 20.30 1.65
Rattan Sagnr Khanna Payable to employee 0.46 0.27
;\run Srivastava Payable to cmployet: 0.09 0.09

Terms and conditions

Transactions relating to dividt:nds, subscriptions for new eguity shares were on the same terms and conditions that apply to other shareholders.

Note - 39
Summary of conlill!!'cnt liabilities and commitments (/o the extent 1101 pro11ir/ed for)
Particulars 31March 2018 31March 2017
ContiflJ!CUI liabilities

3,714.99 2,761.82
1 Milk cess disputed by the company relating to issue of applicability of the act namely Haryana
Murrah Buffalo & Other Milch Animal Breed(Prevention & Development of )\nimal Husbandry &
Dairy Development Sector) Act, against which the company has prderred an SLP against the order of
Punjnb & flaryana High Court before Hon'ble Supremt: Court of India. /| liability of Cess principal
amounting INR 421.84 lakhs from which a sum of INR 212.96 lakhs (previous year INR 187.65 lakhs)
deposited under protest and a sum of INR 3,293.15 lakhs on account of interest liability raised by
Semen Bank officer, of Haryana l.ivestock Development Board for which the matter is already be fore
I Ton'blc Supreme Court.
2. #\ civil recovery suit has been filed by S.M. I'vfilkose Limited regarding dispute in supply of material 156.97 156.97
which is disputed by the Co. & is nendinu before The Hon'ble I figh Court of Delhi.
3. Appeal under Food Safety Act, 2006 , Kwality J,imited and others versus Food Safety officer, Sh. 0.50 0.50
Chander Veer S'inh Jadon, Kota, R :tjasthan
4. ADM Bulandshahr had decided a matter under Food Safety Act, 2006 read with Regulations 2011 00
am.l imposed a penalty of INR 4. lakhs on the Company. The Company had preferred and :ippcal
against the order before 1!'SSAI Appellate Authority Meerut and the Appellate Court had stayed rhc
impug,ncd order subiccr to deposit of 50% of the nenalt:v amount.
5. The said case pertains to FSSAI case for penalty levied by ADM Surajpur Court, before, ASDM, 2.00 -
Surajpur, Gautam Budh Nagar (U.P)
6. DEPB Credit matter in CESTi\T, Mumbai Nava Shavah 69.44 69.44
7. Contingent liabilities on account of sales tax 488.67 72.74
matters
8.Continacm lin.uiliry for bank guammee 44137 587.44
9. Contingent liability under EPC:G license (Refer 24) - 647.24
10. Other Income tax matters refer note no.49 - -
Commitments
| Esti . . . 5.02 2,538.28

. Estimated amount of contracts remaining to be executed on capital account and not provided for

Note - 40

A Operating leases -lessee
The Company has taken various premises on operating leases and lease rent of INR 544.97 lakhs (31 March 2017- INR 384.25 lakhs) in respt:ct of the
same has been charged to Statement of Profit and Loss for the year ended 31 March 2018. The underlying agreements arc t:xecutt:d for a period
generally ranging from three to five years, renewable on mutual consent and arc canccllable in some cases, by either party giving notice gtncrally of 30 to
90 days. There arc no restrictions imposed by such leases and there are no subleases. The future minimum lease rentals payable in respect of such
operating leases arc as under:

Particu lars 31March 2018 31March 2017

Within one year 273.87 188.29
I .ater than one year but not later than five years 529.56
Iater than five years ’ 786.86
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B Operatingleases-Group asalessor

Later than one year but not later than  five years
Later than five years

Particulars 31March 2018 31March2017
Within one year 14.74 7.94
9.75 4.96

The Group has leased out properties owned by the 'subsidialy' situated at Dubai for a period of 3 years with annual rental of Citadel Tower AED 45,000

and Executive Tower AED 55000 (Refer note 7).

Note-41

Gratuity and compensated absences
Compensated absences

Amount rccognlsedm the Statement of profit and Loss s as under:

Iv!ortality table

Indian Assured
Lives Mortality
(2006 -08)

Particulars 31March2018 31March 2017
Current service cost 59.50 41.09
Interest cost 9.00 6.15
Actuarial (Irain)/loss, net on account of:

-Changes in financial assumptions 20.56 423
-Changes in experience adjustment 6.28] (11.28)
Costrecognized during the year 9533 40.18
Movement in the llabilllV recoenized in the Balance Sheet is as under:

Particulars 31March 2018 31March2017
Present value of defined benefit obligation at the beginning of the year 120.02) 81.97
Current service cost 59.50 41.09
Interest cost 9.00) 6.15
Actuarial (gain)/loss, net 26.83] (7.05)
Benefits paid (3.65) (2.13)
Present value of defined benefit obligation at the end of the year 211.70 120.02
-Current 46.32 19.86f
-Non-current 165.38 100.16
For determination of the 1i:'lbility of the Compttuy, the following actuarial assumptions were used:

Particulars 31March 2018 31March 2017
Discount rate 7.50% 7.50%
Salary escalation rate 7.00% 5.00%
Withdrawal rate 18to 58 years 16.00% 2.00%

Indian Assured Lives
Mortality (2006 -08)

These assumptions were developed by management with the assistance of independent actuarial appraisers. Discount factors are determined close to
cach year-end by reference to gm,ernment bonds of relevant economic markets and that have terms to maturity approximating to the terms of the

related obligation. Other assumptions arc based on management's historical experience.
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Scns1nviry arnllysTs Yor compensated absences LigblTly

Grltuity

Particulars 31March 2018 31March 2017
Impact of the change in discount rate

Present value of obligation at the end of the year

Impact due to increase of 1 % 202.37 108.10
Impact due to decrease of 1% 221.94 134.48
Impact of the change in withdrawal rate

Present value of obligation at the end of the year

Impact due to increase of 1% 211.93] 123.60
Impact due to decrease of 1% 211.46] 11590
Impact of the change in salary increase

Present Yalue of obligation at the end of the year

Impact due to increase of 1 % 221.89 134.71
[mpact due to decrease of 1% 202.24 107.74

The Group provides for gratuity for employees in India as per the Payment of Gratuity Act, 1972 as amended. Employees who are in continuous service
for a period of 5 years are eligible for gratuity. The amount of gratuity payable on retirement/ termination is the employee's last drawn basic salary per
month computed proportionately for 15 days salary multiplied for the number of years of sen,ice. Gratuity plan is a non-funded plan.

Amount rcconmscd m the Statement Of pl‘Oﬁt and Loss ts as under:

| Particulars

31March 2018 31March 2017

Current sensice cost 66.96 54.81
Interest cost 13.92 9.02
Actuarial (ga.in)/loss, net on account of:

-Changesin financial assumptions 37.95 7.13
-Changes in experience adjustment (3.15), (4.73)
Cost recognized during the year 115.69 66.23
Movement in the liability rcconized in the Balance Sheet is as under:

Particulars 31March 2018 31March 2017
Present value of defined benefit obligation at the beginning of the year 185.62 120.24
Current service cost 66.96 54.81
Past sen-ice cost 9.85

Interest cost 13.92 9.02
Actuarial (gain)/loss, net 34.81 2.40
Benefits paid 9.96) (0.85)
Present value of defined benefit obligation at the end of the year 301.20] 185.62
-Current 52.67 15.56]
-Non-current 24853 170.08
For determmat10n of the h:tinhty of the Como:my, the fiol . lowmg actuana Iassumptions were used:

Particulars 31March 2018 31March 2017
Discount rate 7.50%) 7.50%
Salal}' escalation rate 7.00%) 5.00%

Nlortality table

Indian Assured
Lives Mortality
(2006 -08)

Indian Assured Lives
Mortality (2006 -08)

These assumptions were developed by management with the assistance of independent actuarial appraisers. Discount factors are determined close to
each year-end by reference to government bonds of relevant economic markets and that have terms to maturity approximating to the terms of the

related obligation. Other assumptions are based on management's historical expertencec,
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Notes to the Consolidated Financial Statements for the year ended 31March 2018
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Scnsii  1yiry analysis for com.pcnsa lcd absences liability

Particulars 31March2018 31March 2017
Impact of the change in discount rate

Present value of obligation at the end of the year

Impact due to increase of 1% 288.26 166.89
Impact due to decrease of 1% 315.18 208.34
Impact of the change in withdrawal rate

Present value of obligation at the end of the year

Impact due to increase of 1% 299.27 189.22
Impact due to decrease of 1% 303.14 181.06
Impact of the change in salary increase

Present value of obligation at the end of the year

Impact due to increase of 1% 314.20 208.69
Impact due to decrease of 1% 289.03 166.32

The estimates of future salary increases, inflation, seniority, promotion and other relevant factors, considered in actuarial valuation such as supply and
demand in the employment market. The rate used to discount post employment benefit obligations (both funded and unfunded) should be determined
by reference to market yields at the balance sheet date on government bonds. The currency and term of the government bonds should be consistent

with the currency and estimated term of the post employment benefit obligations.

This space has been intentionally left blank
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Note -42
Share based payments

The Group has rescrYed issuance of 10,000,000 (Previous Year: 10,000,000) Equity Shares of INR 1 each for offering to the eligible employees of the Group under Employees Stock
Option Plan 2014 (ESOP 2014). During the year the Company has granted 2,736,000 Options at a price of INR 50 and 500,000 Options at a price of INR 10 per option (Previous
Year 43,000 option at a price of INR 38) plus all applicable taxes The options would vest over a period of 1 years. Once vested, the options remains exercisable for a period of 5

years. The other disclosure in respect of the ESOP Scheme are as under:

Particulars Grant 1 Grant I1 Grant 111 Grant IV Grant V
Option issued 1,937,000 50,000 43,000 2,736,000 500,000
Grant date 23July2015 8 October 2015 1 August 2016 28 August 2017 10January 2018
Vesting period 1 year 1 year 1 year 1 year 1 year
Exercise price 38.00 38.00 38.00 50.00] 10.00
Fair market value of options on grant date* 67.28 76.18 90.63 92.44 10556
Option outstanding as at 31 March 2018 13,500 - 2,736,000 500,000
Weighted average remaining contractual life of options outstanding as at 31 March 5.46 5.46 5.46
Option outstanding as at 31 March 2017 568,900 50,000 43,000
Weighted average remaining contractual life of options outstandi.ng as at 31 March 4.40 4.40 4.40 | -
*The fair, alue of the options has been determined using the Black Scholes model, as certified by an independent valuer.
The following table illustrates the numbers and weighted average exercise prices (WAEP) of, and mmeements in, share options during the year:

31 March 2018 31 March 2017
Particulars No of options WAEP No of options WAEP
Openingbalance 661,900 3800 1,987,000 38.00
Granted during the year 3,236,000 43.82 43,000} 38.00
Exercised during the year (614,000) 38.00 (1,270,100) 38.00
Expired during the year - - -
rorfeite] during the year (34,400) 38.00 (98,000) 38.00
Closing balance 3,249,500 43.80 661,900 38.00
Exercisable as atyear end B,500 38.00 661,900 38.00

The following table list the inputs used for the year ended :

Dividend yield (%) on face value of share
Expectel ,[olatility (%)

Risk-free interest rate (%)

Expected life of share option (in years)
Weighted average share price (INR)
Module used

This space has been intentionally left blank

31March 2018
10.00%

51.95% - 134.08%
6.66% -7 63%

4382
Black Scholes

31 March 2017

10.00%

71.79%

7.625%

6

38
BlackScholes
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Note - 43
Financial risk management

Financial instruments by category

ended 31 March 2018

31 March 2018

31 Mrch 2017

Particulars FVTPL FVOCI Amortised cost FVTPL FVOCI Amortised cost

Fiiumcialassets
Ifradcreceivables - - 189,768.24 - : 157,918.59
Security deposit and loans - 127.65 - - 113.94
Cash and cash equivalents - - 6,484.11 - - 8,402.94
Bank deposits : N 3,222.67 ° - 3,188.67
Otherrecoverable - - 676.29 ° 488.79
Investments 15.66 - - - - -
Total financial assets 15.66 - 200,278.98 - - 170,112.94
31 March 2018 31 March 2017

Particulars FVTPL FVOCI Amortised cost FVTPL FVOCI Amortised cost
Finweci:il
liabilities -

. - 182,231.57

Borrowings - _ 166,169.73
Trndc payables - : 1530976 : . 10,127.96
Security deposits - 54593 - - 60874
Others 350.72 B 4,130.95 1,027.56 - 1.828.05
Total financial liabilities 350.72 202,218.21 | 1,027.56 I - 178,734 49

The Group's activities expose it to market risk, liquidity risk and credit risk. This note explains the sources of risk which the en tity is exposed to and how the entity

manages the risk and the related impact in the financial statements.

Measurement

Risk

Exposure arising from

Management

Credit risk

Cash and cash equivalent, trade

receivables, financial assets measured

Ageing analysis

Bank deposits, diversification of asset base and
credit limits

Liquidity risk

Borrowings and  other financial

liabilities

Rolling cash flow forecasts

Availability of committed creditlines and borrowing
facilities

Marketrisk -
Foreign exchange

fi'uture commercial transactions
Recognised  financial assets and
liabilities not denominated in Indian

Cash flow forecasting and sensitivity analysis

Forward contract/hedging

Marketrisk- Long-term  borrowings at variable [Sensitivity analysis Interest rate swaps
Interestrnte rates

Market cisk- Investment in equity securities Sensitivity analysis Portfolio diversification s
Security prices

'fhe Group's risk management is carried out by a central treasury department (of the group) under policies approved by the board of directors. The board of directors

provides wri tten principles for overall risk managenlent, as well as policies covering specific areas, such as foreign exchange risk, interest rate risk, credit risk and

investment of excess liquidity.

A Credit risk

Credit risk is the risk that counter party will not meet it's obJigation under a financial instrument or customer contract, leading to a financial loss. Credit risk arises

from c:ish and msh equi,Talen ts, trade receivables, investments carried at amortised cost nnd deposits with banks and financial institu tions.

Cm/it liskmanagement

The finance function of the Group assesses and manages credit risk based on internal credi t rating system. Internal credit rating i s performe d for each class of fi nancial

instruments with different characteristics. The Group assigns the following credit ratings to each class of financial

specific to the class of financial assets.
A: Secured, negligible

N: Partly secured

C: Unsecured

D:Doubtful

assets based on the assumptions, inpu ts and factors
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(All amounts in INR lakhs, unless otherwise stated)

P oo dbbris k-

Credit rating

Particulars

31 March 2018 | 31 March 2017

J\: Secured, negligible

B: Partly secured

C: Unsecured Trade receivables 189.768.24 157,918.59
Security deposits 105.15 88.99
Loans to employees 22.50 24.95
Bank deposits 3,185.16 3,141.86
Cash and cash equivalents 6,484.11 8,402.94
[nvestment 15.66 B
D: Doubtful Trade receivables 400.00

The risk parameters are same for all financial assets for all period presented. The Group considers the probability of default upon initial recognition of asset and
whether there has been a significant increase in credit risk on an on-going basis throughout each reporting period. In general, it is presumed that credit risk has

significandy increased since initial recognition if the payments are more than 30 days past due. J\| default on a financial asset is when the counterparty fails to make
contractual payments when they fall due. This definition of default is determined by considering the business environment in which entity operates and other macro-

economicfactors.

Cm/itri.rk exposi1"

Provision for expected credit losses

[rheGroup provides for expected creditJoss based onlifetime expected creditloss mechanism forloans, deposits and otherinvestments —

As at 31 March 2018

Particulars Estimated ﬁ Expected probability of a Expected credit Carrying amount net of
carrying amount at default losses impairmentprovision
default
Loans to employees 22.50 Qe - 22.50
Security deposit 105.15 0ol - 105.15
Bank deposits 3,185.16 Qotl - 3,185.16
Cash and cash equivalents 6,484.11 0°/(1 6,484.11
As at 31 March 2017
Particulars Estimated gross Expected probability of Expected credit Carrying amount net of
carrying amount at default losses impairment provision
default
Loans 2495 0% 24.95
Security deposit 88.99 0% - 88.99
Bank deposits 3,141.86 0% - 3,141.86
Cash and cash equivalents 8,402.94 0% 8,402.94
peered credit loss for trade receivables under simplified npprouth
Ageing 0-3 months old | 03-06 months | 06-12 months | more than 12 Total
old old months old
A at 31 March 2018
Gross carrying amount 151,048.84 22,356 .34 10,451.34 6,311.72 190,168 24
Expected loss rate 0.00% 0.00% 2.02% 2.99%
Expected credit loss provision - - 211.00 189.00 400.00
Cnrr}'ing amount of trade receivables 151,048.84 22,356.34 10,240.34 6,122.72 189,768.24
Ageing 0-3 months old | 03-06 months | 06-12 months more than 12 Total
old old months old
As at 31 March 2017
Gross carrying amount 140,144.02 16,489.37 1,125.96 159.24 157,918.59
Expected loss rate 0.00% 0.00% 0.00% 0.00%
Expected credit loss provision - - - - -
Carrying amount of trade receivables 140,144.02 16489.37 1,125.96 159.24 157,918.59

g
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Reconciliation of expected credit loss provision

Particulars Amount ‘
As at 1April 2016 1.65 \
Changes in provision (1.65)
As at 31 March 2017 -
Changes in provision 400.00
As at 31 March 2018 400.00 [
B Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities and the availability of funding through an adequa te amount of

committed credit facilities to meet obligations when due. Due to the nature of the business, the Group maintains flexibility in funding by maintaining availability under
commi tted facilitles..

Management monitors rolling forecasts of the Group's liquidity position and cash and cash equivalents on the basis of expected cash Aows. The Group takes into
account the liquidit)' of the market in which the entity operates. In addition, the Group's liquidity managem ent policy involves projecting cash flows in major
currencies and considering the level of liquid assets necessary to meet these, monitoring balance sheet liquidity ratios against internal and external regulatory
requirements and maintaining debt financing pJans.

Maturities of financial liabilities

The tables below analyse the Group's financial liabilities into relevant matutlty groupings based on their contractual maturities for all non-derivative financial liabilities.
The amounts disclosed in the table are the contractual und iscounted cash Aows. Balances due within 12 month s equal their carrying balances as the impact of
discounting s inign1ficant.

C Market risk

31 March 2018 Less than 1 Between land | Between 2 and | More than 3 Total
year 2 years 3years years
Nonderivatives
Borrowings (including interest) 141.215.45 21,683.26 15,739.96 2241928 201,057.94
Trade payable 15,309.76 " - - 15,309.76
Other financial liabilities 1,016.92 : - - 1,016.92
Security deposits 545.93 - - - 545.93
Total 158,088.05 21,683.26 15,739.96 I 22,419.28 217,930.55
31 March 2017 Less than 1 | Between 1and | Between 2 and | More than 3 Total
year 2 years 3years years
Non-derivatives
Borrowings 117,114.26 14,884.69 15,248.50 28,363.50 175,610.94
Trade payable 10,127.96 - - 10,127.96
Other financial liabilities 753.05 - - - 753.05
Security deposits 608.74 - - 608.74
Total [ 128,604.01 14,884.69 15,248.50 28,363.50 | 187,100.70

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of change in market price. Market risk comprises of three
type of risk namclr foreign exchange risk, interest rate risk and price risk.

Foreign exchange risk

The Group operates internationally and is exposed to foreign exchange risk arising from foreign currency transactions (imports of materials), primarily with respect to
the US Dollar, Euro etc. Foreign exchange risk arises from future commercial transactions and recognised assets and liabilities denominated in a currency that is not
the company's functional currency. The Group does not hedge its foreign exchange receivables/payables.

I'orcign currency risk exposure:

. 31 March 2018 31 March 2017
Particulars
UsD INR USD INR

Export trade receivable 23,030,845.42 14,980.21 29,648,212.26 19,223.49
Balance with banks - Export Earner in Foreign Credit (EEFC) 2,854.87 1.86 372,756.21 241.69
Trade 1\dvance ceceived 68,964.40 44.86 68,964.40 44.72
Import trade payable 391,837.17 254.87 - -
Burers credit payable - - -
Import capital creditors payable -
Foreign currency loan (Union Bank of India - UK) 13,295,698.50 8,648.07 13,999,997.62 9,077.40
Sensitivity
''c cn 1CIlyo prolicor oss to ¢ 'mnuc 111 the ex :ingc rates arises mai 04 from orc1 ncuacngr d inated fi ial instr
Pnrlicu lars 31March 2018 | 31March2017
USD sensitivity
INR/USD- increase by 5% (31 March 2017 5%) 306.20 519.39
INR/USD-d ecrcase by 5% (31 March 2017 5%) (306.20) (519.39)

= | G >§ \ _, “LHI
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Interest rate risk

The Group's fixed rate borrowings are carried at amortised cost. They are therefore not subject to interest rate risk as defined in Ind AS 107, since neither the carrying

amount nor the future cash flows will fluctuate because of a change in market interest rates.

TheeoUO it vanable rate >0n ow11'1. rn 11b1i.:c1 to interest rate. Below 1s the o, erallc:xnguriof the lorruw111. :

Particulars

31 March 2018 | 31 March 2017

Totnl borrowings

Variable rate borrowing 176,261.97 110,552.59
Fixed rate borrowing 5,969.60 55,617.15
182,231.57 | 166,169.74

Sensitivity

Profit or loss is sensitive to hi.t!h r/IOWi'"r intcr0$t c.snci\:;c from llarrowinL as a result of ch1lJ!C$ 1n interest rates.

Particulars

31 March 2018 | 31March 2017

Interest rate sensitivity
Interest rates -increase by 50 basis points (previous year 50 bps)
Inten:t r;11  -uccl'l“t<c by 50 basis points (previous year 50 bps)

911.16 83085
©11.16) (830.85)

Under the Group risk management policy, the management closely monitor the viable options and accordingly discontinued the interest rate swap agreement in the

current year as it became loss scenario.

Price risk
Group does not have any price risk as it does not hold any material investment.

This space has been intentionally left blank
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Note -44
Fair value measurements

G

=

Fair value hierarchy

Pinancial assets and financial liabilities measu red at fair value in the statement of financial position are grouped into three Levels of a fair value hierarchy. The three
Levels are defined based on the observability of significant inputs to the measurement, as follows:

Level l:quoted prices (unadjusted) in active markets for financial instruments.

Level 2: The fair value of financial instruments that are not traded in an active market is determined using valuation techniques which maximise the use of observable

market data rely as little as possible on entity specific estimates.

Level 3: Ifone or more of the significant inputs is not based on observable market data, the instrument is included in level 3.

(ii) F''nancia lassetsand financlaliiaBlitiesmeasuredatfaivaue-rv.t.:11rr111;11fat rvauemeasurements

31 March 2018 Classification Notes Level 1 Level 2 Level3 Total
Financialliabilities

Derivative financial instrument FVTPL Note 1 350.72 350.72
Financial assets

Investment in mutual funds* FVTPL 15.66 15.66
*There have been no transfers between Level 1 and Level 2 during the year.

31 March 2017 Classification Notes Level 1 Level 2 Level3 Total
Financialliabilities

Derivative financiaJ instrument FVTPL Note 1 1,027.56 1.027.56

(iii) Financial instruments measured at amortised cost

- The carrying amounts of Trade receivables, Trade payables, capital creditors and cash and cash equivalents are considered to be the same as their fair values, due to

their short-term nature.

- The fair value of security deposits were calculated based on cash flows discounted using current lending rate which is not materially different from the rates at which
they were initially measured. Therefore the carrying value is considered to be fair value of the security deposits.

- The fair value of non-current borrowings are based on discounted cash flows using current borrowing rate which is not materially different from the rates at which
they were initially measured. Therefore the carrying value is considered to be fair value of the non-current borrowings.

(iv) Valuation process and technique used to determine fair value
Specificvaluation techniquesused to value financial instrumentsinclude:

(a

(b

The use of quoted market prices or dealer quotes for similar instruments

The fairvalue of the remaining financial instruments is determined based on adjusted net assets method.

Risk adjustments specific to the counterparties (including assumptions about credit default rates) are derived from credit risk grading determined by the Company's

internal credit risk management group.
All of the resulting fair value estimates are included in level 2.

Note 1:

The fair value of derivative financial instrument pertains to upside interest payable to lenders of the Company has been certified by a practicing chartered accountant. The
fair value of derivative financial instruments is based on quoted prices and inputs that are directly or indirectly observable in the marketplace.
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Note - 45

'Ihe Group is prinL'lrily engagt:-d in the business of P'occssing, manufactu,ing :111.J trading of milk, milk prot..lucts & t..lairy products, which as per InJian Accounting Stand;i(d -108 on
<Opemting Segments' is con:-jidered to be the unly rq Tort.1.bfo business ;t<grnr.-m.

A |Revenue from external customers 31March2018 31March 2017
fl1dra (Dolniciled Countr\') 655.118.38 572.167.87
UAE 59,448 85 72,827.98
Other foreil! 11 cowltries 16,46008 42,126 75
Total 731,027.28 687,122.59

B The Group does not have revenue transactions with a single external customce amounting to t0 percent or more of total group revenue

C  fhe total of non-current assets other than financial instruments, investments ccounted for usjng equity method and deferred rnx assets,

brok en down by location of the assets. is shown below:

31March 2018 31March 2017
Tndia 65,522.60 71,099.08
Other foreign countries 636-72 622 06
Total non-current assets 66,209.32 71.721.14
Note - 46
P etk redhrhe—tHot—thre—Com 2013
Net assets i.c total assets - Share in profit and loss Share in other comprehensive Share in total comprehensive income
totalliabilities income
Name of the entity in the As a % of Alia % of As a % of consolidated As a % of
Group consolidated consolidated other comprehensive consolidated total
net assets Amount profitand loss | Amount income A.mount comprehensive Amount
income
Kwalit\' Limited - Parent
31 IMorch 2018 8883% 111,624.78 77.01% 7,111-11 -203.83% (22.76) 76 67%)| 7.088 35
31Mallich2017 89.37% 99,852 92 84.63%| 16,430.06 0.97%) (157) 85.33% 16,428.49
Subsidiary - Foreign
- Kwat)' Dairy Products FZE
31 Macch 2018 11.17% 14,034.65 22.99% 2,123.49 303.83% 33.93 2333%| 2,157 &2
JIMarch 2017 1063 % 1187724 1537% 2.984.114 99.03% (160.55) 14.67% 2,82429
Total2018 100.00%, 125,659.43 100.00%|  9,234.59 100.00% 11.17 100.00% 9,245.76
Total2017 100.00% 111,730.17 100.00%| 19.414.91 100.00% (162.12) 100.00% 19,252.79
Note -47

rhe Compan) has rn past couple of years invested Ul development of new manufacruring facility for procluctmn of [lvalut' Added Products'at Softa (Pahval). In vit:w of the salJ
expansion and to part fund the working capital requirements the'e IU\s been a delay in payment of Income Tax and interest thereon Also rcfce below note for derails on dclar on

[>aymenr of undisputed taxes:

Note 1: Excludes interest on unpaid income tax amounting to INR 2,379.60lakhs.

Note -48

Nature ofthe Net amount
Name of the statute dues payable Financial Year Due Date Remarks,ifanv
Incom tax Act,1961 Income tax 4.255.79 2015-16 30 November 2016 Refer Note 1
Income tax ket, 1961 Income tax 4,902.93 2016-17 30 November 2017 Refer Note 1
Income tax Acr,1961 Payment of 2,854.50 2017-18 Represents actvance t:tx payable till 15 Net tax parable for the yeac INR
ad,Tance tax September 2017. 6,343.32 lakhs.
Refer Note 1
Incomerax Act,1961 fnterest o 47.45 2014-15 7 March 2018 Rectification application under
Income mx section 154has been filed on 12

Tr'lcic payables includes fot:eign currency balances INR 254.87 lakhs outstandlng for a more than six months from the date of goods receipt note (GRN). Similarly trade receileab les
includes foreign currency bi\ lances INR 8,781.77 lak.hs which is pending fo[ collection more than nine months from tbe date of the invoices. The Comp:my believes that there will be
no signific:int penalty on account of foreign exchange payable and receivable delay.

Note -49

Income t:i.x search u/s 132 of Income Tax Act, 1961 was conducted on 22 August 2017 Subsequent!)’, Comp:i.nr has received notices u/s 148 and 153A f'urther the proceeding.> in
this m:itrcl arc yet to st:irt. At this point of time it is not possible to predict the ourcome or ascertain the demand of tax, if any from the Income T:ix Department accordingly no
adjusrrents have been rccmded in the financial statements. In addition to above notices, Compan)' has also received two notices under section 276 (2) and 277 of Income tax
1\ct,1961 for Assessment year 2016-17 and 2017-18 dated 12 March 2018 and 27 J\.fa.rch 2018 for pemllty on non- payment of t:ixes for aforesaid assessment years However, at this
stage nu pcm 11ty bas been imposed by department, therefo,e, it is not possible to pn;dict the outcome in near future-




Note -50
Having regard to enhanced production facility and plafUled funding, management is con6dent of meeting all its liabilities, accordingly the financial statements have been prepared on a

'going concern' basis.

Note -51
The matter between Hindustan Unilevel Limited (HUL)and Company regarding entry into t>ach others buslness areas under the brand name il'&volving the word 'Kwality' is subjudice
in Kolkata High Court The subject matter took place after the Balance Sheet date.

Note -52
The figures for the previous periods have been regrouped/ rearranged wherever necessary.

For MSKA & Associates TFor ahd on behalf of the Boacd of Directors of
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The Palm Springs Plaza
Office No. 1501-08, Sector-54
GolfCourse Road

Gurugram 122001, INDIA

Tel.: +91 124 281 9000

& Associates

Chartered Accountants

INDEPENDENT AUDITOR'S REPORT
To The Members of Kwality Limited
Report on the Standalone Ind AS Financial Statements

We have audited the accompanying standalone Ind AS financial statements of Kwality Limited ("the
Company"), which comprise the Balance Sheet as at March 31, 2018, the Statement of Profit and Loss
(including Other Comprehensive Income), the Statement of Cash Flow and the Statement of Changes in

Equity for the year then ended, and a summary of significant accounting policies and other explanatory
information.

Management's Responsibility for the Standalone Ind AS Financial Statements

The Company's Board of Directors is responsible for the matters stated in Section 134(5) of the
Companies Act, 2013 ("the Act") with respect to the preparation of these standalone Ind AS financial
statements that give a true and fair view of the state of affairs (financial position), profit or loss
(financial performance including other comprehensive income), cash flows and changes in equity of the
Company inaccordance with the Indian Accounting Standards (Ind AS) prescribed under Section 133 of
the Act, read with Rule 7 of the Companies (Accounts) Rules, 2014 and the Companies (Indian

Accounting Standards) Rules, 2015, as amended, and the 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 the assets of the Company 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 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 standalone Ind AS financial statements that give a true and fair view and are free from material
misstatement, whether due to fraud or error.

Auditor's Responsfbfifty

Our responsibility is to express an opinion on these standalone Ind AS financial statements based on our
audit.

We have taken into account the provisions of the Act, the accounting and auditing standards and
matters which are required to be included in the audit report under the provisions of the Act and the
Rules made thereunder.

We conducted our audit of the standalone Ind AS financial statements in accordance with the Standards
on Auditing specified under Section 143(10) of the Act. Those Standards require that we comply with

ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
standalone Ind AS financial statements are free from material misstatement.
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Other Matter

The standalone Ind AS financial statements of the Company for the year ended March 31, 2017, were

audited
financial

by another auditor whose report dated May 26, 2017 expressed an unmodified opinion on those
statements.

Report on Other Legal and Regulatory Requirements

1.

(@)

(b)

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

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.

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

The Balance Sheet, the Statement of Profit and Loss, the Statement of Cash Flow and the

Statement of Changes in Equity dealt with by this Report are in agreement with the books of
account.

In our opinion, the aforesaid standalone Ind AS financial statements comply with the Accounti ng
Standards specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts)
Rules, 2014 and the Companies (Indian Accounting Standards) Rules, 2015, as amended.

The matters described in Annexure A to this report under 'Material Weaknesses' paragraph, in
our opinion, may have an adverse effect on the functioning of the Company.

On the basis of the written representations received from the directors as on March 31, 2018
taken on record by the Board of Directors, none of the directors is disqualified as on March 31,
2018 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

(h)

Company and the operating effectiveness of such controls, refer to our separate report in
'Annexure A'

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:

The Company has disclosed the impact of pending ltigations on its financial position in its

standalone Ind AS financial statements - Refer Note 38 and 48 to the standalone Ind AS
financial statements.

The Company did not have any long- term contracts including derivative contracts for which
there were any material foreseeable lbsses.

e
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iiil. There has been no delay in transferring amounts, required to be transferred, to the
Investor Education and Protection Fund by the Company.

2. As required by the Companies (Auditor's Report) Order, 2016 ("the Order") issued by the
Central Government in terms of sub-section 11 of section 143 of the Act, we give in the
'Annexure B', a statement on the matters specified in paragraphs 3 and 4 of the Order.

For MSKA & Associates
Chartered Accountants
Firm Registration No. 105047W_

AE\%‘ Mitra S2
Partner \\ :
Membership No. 094518 ™ -
Place: New Delhi

Date: May 28, 2018
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ANNEXURE A TO THE INDEPENDENT AUDITOR'S REPORT OF EVEN DATE ON THE STANDALONE
FINANCIALSTATEMENTS OF KWALITY LIMITED

[Referred to in paragraph 1(g) under 'Report on Other Legal and Regulatory Requirements' in the
Independent Auditors' Report]

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 Kwality Limited ("the
Company") as of March 31, 2018 in conjunction with our audit of the standalone 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 Instftute of Chartered Accountants of India (ICAI) (the
"Guidance Note"). 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
Act.

Auditors' Responsibility

Our responsibH1ty 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 and the
Standards on Auditing, issued by ICAI and deemed to be prescribed under section 143(10) of the Act, to
the extent applicable to an audit of internal financial controls. 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.
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Meaning of Internal Financial Controls over Financial Reporting

A Company's internal financial control over financi al 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.

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 financi al 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.

Material Weaknesses

Accordi ng to the information and explanations given to us and based on our audit, the following
material weaknesses hve been identified as at March 31, 2018:

a) The Company did not have a mechanism to reconcile the 'cheque receipt and deposit register'
with bank book. In the absence of such reconciliation, actual date of receipt of cheques cannot
be ascertained (Cut Off). We have verified the date of receipt of cheque from date of posting
inthe bank book further their subsequent clearance verified from bank statement.

b) Debit/ credit note pertaining to procurement of material, recording of trading sales and journal
entries are not authorised in the automated system. Further no competitive quotations are
obtained for purchase of fixed assets. Absence of above controls may have an impact on the
accuracy of relevant account balance. Absence of comparative quotation may have impact on
the purchase price. We have performed other corroborative procedures such as verification of
manual authorisation along with necessary supporting document besides obtaining independent
year end balance confirmation from select vendors.

A 'material weakness' is a deficiency, or a combination of deficiencies, in internal financial control

over financial reporting, such that there is a reasonable possibility that a material misstatement of the
company's annual or interim financial statements will not be prevented or detected on a timely basis.

B (Y AN
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In our opinion, except for the possible effects of the material weaknesses described above on the
achievement of the objectives of the control criteria, the Company has maintained, in all material
respects, adequate internal financial controls over financi al reporting and such internal financial
controls over financial reporting were operating effectively as of March 31, 2018, 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.

We have considered the material weaknesses identified and reported above in determining the nature,
timing, and extent of audit tests applied in our audit of the March 31, 2018 standalone financial

statements of the Company, and these material weaknesses does not affect our opinion on the
standalone financial statements of the Company.

ForMSKA & Associates
Chartered Accountants
FirmRegistrationNo.105047W:_"-[1[]

ATz -((-

..... r '_/ '-‘,, [,[ o) ”7‘\7

émit Mitra 1%&,\!\@[»{\[31\%4.1.] /R
artner MO, ek
Membership No. 094518 [1...- -.- ./

Place: New Delhi
Date: May 28, 2018
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ANNEXURE B TO INDEPENDENT AUDITOR'S REPORT OF EVEN DATE ON THE STANDALONE FINANCIAL
STATEMENTS OF KWALITY LIMITED FOR THE YEAR ENDED MARCH 31, 2018

[Referred to in paragraph 2 under 'Report on Other Legal and Regulatory Requirements' in the
Independent Auditors' Report]

i
(a) The Company has maintained proper records showing full particulars, including quantitative details
and situation of fixed assets except assets were not tagged with any unique identification number.

(b) The Management has verified fixed assets during the year as per the regular program of verification
which, in our opinion, is reasonable having regard to the size of the Company and the nature of its
assets. No material discrepancies were noticed on such verification.

(c) According to the information and explanations given to us and on the basis of our examination of

the records of the Company, the title deeds of immovable properties are held in the name of the
Company.

ii. The inventory has been physically ver1ff ed during the year by the management. In our opinion, the
frequency of VP.rificati on is reasonable. No material discrepancies were noticed on verificati on
between the physical stock and the book records.

iii. The Company has not granted any lans, secured or unsecured to Companies, Firms, Limited
Liability Partnerships (LLP) or other parties covered in the register maintained under section 189 of
the Companies Act, 2013 (‘the Act'). Accordingly, the provisions stated in paragraph 3 (iii)(a),
3 (iii)(b) and 3 (iii)(c) of the Order are not applicable to the Company.

ivv. 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 Act, in respect of bans, investments,
guarantees and security made.

V. In our opinion and according to the information and P.xplanations given to us, there are no amounts
outstanding which are in the nature of deposits as on March 31, 2018 and the Company has not
accepted any deposits during the year.

vi. We have broadly reviewed the books of account relating to materials, labour and other items of cost
maintained by the Company pursuant as specified by the Central Government for the maintenance

of cost records uynges SsBuRECHAR (e &fRasH08 Jé&oh AR PRAiNR e TilkereRiBies: thalwisa

facie the prescri

made a detailed examination of the records with a view to determine whether they are accurate or
complete
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Vii.

(@)

According to the information and explanations given to us and the records of the Company
examined by us, in our opinion, undisputed statutory dues including provident fund, employees'
state insurance, service tax, duty of customs, duty of excise, value added tax, cess have been
regularly deposited with the appropriate authorities. The Company has been generally regular in
payment of goods and service tax. Further there are serious delays in payment of withholding tax,
Income tax during the year.
Undisputed statutory dues outstanding as at March 31, 2018 for a period of more than six months
from the date they became payable are given below. Also refer paragraph (a) under paragraph
"Emphasis of Matters" of our Independent Auditor's report.

(Amount in bkhs'

Name of | Nature Net Period to Due Date Date of | Remarks, f
| the of the | amount which the Payment | any
statute dues payable amount relates
(Financial
J Year)
Income Income 4,255.79 2015-16 November 30, 2016 Not paid Refer Note 1
tax tax
Act, 1961
Income Income 4,902.93 2016-17 November 30, 2017 Not paid Refer Note 1
tax tax
Act, 1961
Net tax
Income Payment 2,854.50 2017-18 Represents advance | Not paid payable for
D | tax of tax  payable il the year INR
Act, 1961 advance September 15,2017. 6,343.32
tax lakhs. |
I Also, refer il
| ] ]
Y1
[I
Income Interest 47.45 2014-15 March 7, 2018 Not paid Rectification
tax on application
reeme under—section
Act, 1961 tax 154 has been

I

It

Note 1: Excludes interest on unpaid income tax amounting to INR 2,379.60 bkhs
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(b) Accordi ng to the information and explanation given to us and exami nation of records of the
Company, the outstandi ng dues of income-tax, sales-tax, service tax, customs duty, excise duty and
value added tax dues on account of any dispute, are as follows:

(Amount in lakhs)

Name of the | Nature of Amount Period to which | Forum where dispute | Remarks,
statute dues (Note 1) the amount | is pending if any
relates

Uttar Pradesh | VAT 5.00 2012-13 Addl. Comm.

VAT (Appeal), Ghaziabad

UttarPradesh VAT & 53.06 2013-14 Joint Commissioner

VAT CST (Appeal, Bulandshahar

UttarPradesh VAT 30.11 2014-15 Tribunal (2nd Appeal),

VAT Aligarh

Haryana VAT VAT 0.44 2012-13 DETC CumAssessing
Authority, Palwal

Haryana VAT VAT 340.86 2013-14 Appellate Authority,
Palwal

Rajasthan VAT | VAT 18.45 2014-15 Appelate Authority,
Jaipur

DelhiVAT VAT 10.87 2012-13 Commissioner (VAT),
Appeals, Delhi

Punjab VAT VAT 16.08 2012-13 DETC(Appeals) cum
JD(Aooeals) Patiala

Punjab VAT VAT 5.96 2012-13 DETC(Appeals) cum
JD(Appeals) Patiala

PunjabVAT VAT 7.85 2016-17 AETC, MobileWing,
Amritsar_

Note 1: The above amount exclude impact of amount paid under protest amounting to INR72.74
lakhs.

viii. In our opinion and according to the information and explanations given to us, the Company has not
defaulted in repayment of dues to the financial institution, bank or debenture holders.

ix. In our opinion, according to the information explanation provided to us, money raised by way of
term loans during the year have been applied for the purpose for which they were raised. The
Company has not raised any money by way of initiill public offer or further public offer (inclurling

debt instruments) during the year.

X.  During the course of our audit, examination of the books and records of the Company, carried out in
accordance with the generally accepted auditing practices in India, and according to the
information and explanations given to us, we have neither come across any instance of material
fraud by the Company or on the Company by its officers or employees.
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Xi.

Xii.

Xiii.

Xiv.

XV.

XVi.

According to the information and explanations given to us and based on our examination of the
records of the Company, the Company has paid/ provided for managerial remuneration in
accordance with the requisite approvals mandated by the provisions of section 197 read with
ScheduleV tothe Act.

In our opinion and according to the information and explanations given to us, the Company is not a
Nidhi Company. Accordi ngly, the provisions stated in paragraph 3(xii) of the Order are not
applicable to the Company.

According to the information and explanations given to us and based on our examination of the
records of the Company, transactions with the related parties are in compliance with sections 177
and 188 of the Act where applicable and details of such transactions have been disclosed in the
financial statements as required by the applicable accounting standards.

According to the information and explanations given to us and based on our examination of the
records of the Company, the Company has made preferential allotment of shares during the year
under the 'Employee Stock Option Plan 2014'. Further, the Company has not made any private
placement of Shares or allotted any partly or fully convertible debenture during the year.
Accordingly, requirements of Section 42 of the Act are not applicable to the Company.

According to the information and explanations given to us and based on our examination of the
records of the Company, the Company has not entered into non-cash transactions with directors or
persons connected with him. Accordingly, provisions stated in paragraph 3(xv) of the Order are not
applicable to the Company.

In our opinion, the Company is not required to be registered under section 45 IA of the Reserve Bank
of India Act, 1934 and accordingly, the provisions stated in paragraph clause 3 (xvi) of Lhe Order are
not applicable to the Company.

ForMSKA &Associates
Chartered Accountants
Firm Registration No. 105047W

A Mttra l N t U RYREEAN ) ;.
Partner AN \ﬁ /){

Membership No. 094518

Place: New Delhi
Date: May 28, 2018

F-67

i

e



Kwality Limited
Standalone Balance Sheetas at 31 March 2018
(All amount in INR lakhs, unless otherwise stated)

Note
ASSETS
Non-current assets
Property, plant and equipment 6
Capitalwork-in-progress
Intangible assets
Fnancialassets
Investments 8
Loans 9 A
Other financial assP.ts 10 A
Deferred tax assets (net) 11
Othernon-current assets 12 A
Total non - current assets
Current assets
Inventories 13
Financialassets
Trade receivables 14
Cash and cash equivalents 15
Other bank balances 16
J,0ans 9B
Other financial assets 10B
Other current assets 12B
Total current assets
Total assets
EQUITY AND LIABILITIES
Equity
Equity share capital 17
Other equity 18
Total of Equity
Liabilities
Non-current liabilities
Financial liabilities
Borrowings 19 A
Other financial liabilities 22 A
()ther non-current liabilities 23 N\
Provisions 20 A
Deferred tax liabilities (net) 1
Total non current liability
Current Jhlbilities
I'inancial liahililil'S
Borrowings 19 1
'I'mdc payables 21
<)1helll financial liahililil'S 2B
<)Iher current liabilities 23 1l
Pmvisions 2011
c:11rrenl lax liahililil's (1w1) 24

Total current liability

Total liability
Total equity and liahilitieH
Summary orsignilicanl acwunling policies

'I'nl'accompanyingllOll'Sarcil 11cgrnlpartorlht'S1al 1daloncle'inam:ial Slall'tlit'111S

This is 11H' llal:111n[0 Shretel rdi”Irn(]d In in our I'I'(IOt't orereu dnlt'.

For MSKA & AHH1 1dntl'H
c:harll't't'd Anzoul 11:1111H
'inn's Regislraliol 1 No. : 105047W

e N ,:“‘
Amit Mitru / . P
INfrrnlltrship No. 09451H \1 NG AL I

Partrwr N P ‘. i/

~..

Pinn[J: NI'w I>dhi
I>ntl": 2H May 201H

As at As at
31March 2018 31March 2017
45,869.38 42,981.57
5,627.64 662.15
131.04 134.22
1,918.41 1,902.75
79.29 68.89
139.77 264.15
822.67
13.878.87 27.167.44
67,644.40 74,003.84
21,013.23 31,091.85
170,081.33 137,347.48
6,234.48 8,028.29
1,853.20 632.38
48.36 26.67
670.97 488.79
51,843.48 22,923.78
251,745.05 200,539.24
319,389.45 274,543.08
2.413.54 2,373.56
109.211.24 97.479.37
111,624.78 99,852.93
46,549.98 49.,999.61
350.72 1,027.56
482.02
413.91 270.24
92.99
47,889.62 51,297.41
104,897.40 93,694.30
13,029.24 9,11¢c;<n
23,045.26 9,520.39
875.07 1,244.52
98.99 3542
17,929.09 9.782.18
159,875.05 123,392.74
207.764.67 17460015
319,389.45 274,543.08
Fe and on behalf of the Board uf Dire<:tur8 of
Kw lity Limited
CIN : L74899DL1992PLC
A
pta)
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Kwality Limited

Standalone Statement of Profit and Loss for the year ended 31March 2018

(All amount in INR lakhs, unless otherwise stated)

Revenue

Revenue from operations
Other income
Totalincome

Expenses
Cost of materials consumed

Purchase of stock-in-trade

Changes in inventories of finished goods, working in
progress and stock-in-trade

Employee benefits expense

Finance cost

Depreciation and amortisation expense

Excise Duty Paid

Other expenses

Totalexpenses

Profit before tax
Current tax

Deferred tax

Profit after tax

Other comprehensive (loss)
A. Items that will not reclassify to profit or loss

(1) Re-measurements Ooss) on defined benefit
(i1) Income tax relating re-measurements gain on above
Other comprehensive (loss) for the year

Total comprehensive income for the year
Earnings per equity share
Basic

Diluted

Summary of significant accounting policies

Fortheyear ended For the year ended
Note 31March 2018 31March 2017
25 672,487.64 613,126.55
26 _ 1.300.95 1.330.66
673,788.59 614,457.21
27 519,066.04 490,087.73
28 66,224.95 77,688.71
29 11,878.86 (16,714.68)
30 5,794.13 3,785.43
31 23,318.30 16,990.27
6&7 12,555.96 2,171.39
32 A 231 4.00
32 B 20,536.61 17,073.79
659,377.16 591,086.64
K,411.43 23,370.57
33 6,372.62 6,602.36
11 927.71 338.15
7,11.0 16,430.06
34
(34.81) (2.40)
- 22.76) _ (1.56)
7,088.34 ¥,428.50
35
2.97 6.97
2.96 6.94
5

The accompanying not'ts arc inttgral part[]of the Standalone Financial St[Jatcments

Thisis the St(Jat[Itnwnt of Pmfit :ind Loss nfr1 11 Jcd to inoul [11'cpoltofeven date.

For MSKA & Associates
Chaltcred J\ce<mntants
i"in1's lhgistrntfon No. : 105047W

< e CY
ooy T

Amtt Mitra

Membership No. 094518
Partner

Place: New Delhi
Date: 28 May 2018
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Kwality Limited

Standalone Statement of Changes in Equity for the year ended 31March 2018

(Allamount in 11\:Rlakhs, unless otherwise stated)

A Equity Share Capital
Particulars
Asat 1 April 2016
Changes in equity share capital
As at March 31, 2017
Changes in equity share capital
As at March 31, 2018

B Other Equity

Amount
2239.12
134.44
2,373.56
39.98
2,413.54

Reserves & Surplus Other
comprehensive
Share | Monies received o o tifjciome'keservei Total equity attributable
Particulars Note application against share Securitics Emolovec's S to equity holders of the
mone; uriti .
i warrants premium slocll: ogx.ions l:::::::: defined benefit RZZ‘;:““»‘P Company
reserve outstanding plans ption
Reserve
Balance as at 1 April 2016 1,250.00 9,792.75 916.68 62,090.00 1691 74,066.33
Profit for the year 18(0) 16,430.06 16,430.06
Dividends 18 (0) (236.09) (236.09)
Ta.x on dividends 18(D) (48.06) (48.06)|
Amount received against Share \Varrants 18(A) 3,750.00 3,750.00
Share warrants issued during the year 18(1\) 625.00 625.00
Employee stock option expense 18(C) 384.58 384.58
Employee stock option exercised/lapsed 18(C) (854.53) (854.53)
during the year
Securities premium recei, ed on issue of 18(B) 8,202.72 8,202.72
shares
Sharewarrants converted into equity 18(A) (5,000.00) (5,000.00)
shares
Application money pending allotment 18 (E) 160.93 160.93
Others 18(111) (157) (1.57)
Balance as at 31 March 2017 160.93 625.00 17,995.47 446.72 78,235.91 15.34 97,479.37
J>rotit for the 18(D) 7,111.10 7,111.10
ye;1177 Dividends 18(D) (237.96) (237.96)
Tax on dividends 18(D) (48.44) (48.44)|
Dchtnlure Redemplion Reselve 18(G) & 19 (1,323.25) 1,323.26 0,01
Employct”| stock option expense 18(C) 1,622.52 1,622.52
:mployt't' stock option txcrcised 18(C) (1127.59] (427.59)
se:mplnyt't's1 Cnck option lapsed IH(C) ) 23.14
Sccttritic:; pnCmi11mI'<I"civ<.donissu<.C nf 18(11) 1,520.9 (2114 4,520.92
sharc.s 2
Am(1un10tT eccive.d11g;1i11s1 Shal'e\X.'al''anls 18 (A) 1,875.00
E<luily share capilal issued 18(A) & (I17:) aw.v.) (2,660.93)
il ttrs 18(17) (22.76) (72 76)|
H1lhl1lccasat31 March2018 22,516.39 83,760.50 -7.42 1323.26 109,211.24

Summary of sigl Titic; 111l an:1Tul11il1g policieH

Ut aet:11111p.111yiTlg NCUIS >IT AUICA™ | JalT 11¢' hte s1.111dalrnll’ 1l 1al Tcial $¥IEeig <
Thi'iH 11wS1,1 lemte111 ot"(-hangesin EWL1ilytC fimted I<>ineell'repl 1101,

(lur MSKA & AMHoci11teH

c:harl"1"""™011111al11s
il 1's HCfisInd e 11 £-.,., ¢ IONICIAV

Amil Mhrn
MI'ltiil'l'ship No. (}C)-1518

PLIE< \etw I>t-1hi
1111 M1 201H
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Kwality Limited
Standalone Cash Flow Statement for the year ended 31 March 2018
(All amount in I"JR lakhs, unless otherwise stated)

A CASH FLOW FROM OPERATING ACTIVITIES

w

Profit before tax

Adjustments for:

Depreciation and amortisation expense

Loss/ (gain) on disposal of fixed assets (net)
Interest mcome

Unrealised forcien ci.-rhange fluctuation (net)
Finance costs

Share based payment expense

Provision for doubtful ad\"lances/receivables
Movement in provision for employee benefits
Release of derivative liability redeemable debentures
Finance income on compulsorily convertible debentures
Derivative liability expense

Operating profit before working capital changes

Movement in working capital
Decrease/ (Increase) in non - current loans
Dccrease/(Increasc) in current loans
Dccrease/(Incrcase) in inventories
Dccrease/(Increase) in other financial assets
Decrease/ (Increase) in other non current assets
Decrease/ (Increase) in other current assets
Decrease/ (Increase) in other current liabilitie,:
Dccrease/(Increase) in trade recei\ labk,:
(Decrease)/Incrcase in other financial liabilities
(Dccrease)/Incrcase in other liabilities
(Decrease)/Incrcasc in trade and other payables
Change in Working Capital
Cash flow from operating activities post working capital changes
Income tax paid (net)
Net cash flow from operating activities (A)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets (including capital work-in-proi.,rrcss)
Proceeds from sale/disposal of fixed assets

Purclmscofil Itanlhlcass1ets

Purchase ofrun 111 1tal Idm111-currtent

ill11l0cstmte111s Movement in fixed deposits (net)

Interest received

Net cash flows used in investing activities (B)

CASH I'LOWS FItOM FINANCING ACTIVITIES

Proceeds from issue of capit; 11 (indudinp; sccuritites premium and shan+ application money)
I'rocceds from long-1I'rm borrowings (ntet)

I'relt=10100ds/ (Ikpay1 11 1+n1) ofshmHtem1 benrnwings (mt)

I'inance cost p11id

1lil'id1+ml paid (including lax)

Net cnHh flow from linnncing nctiviticH (C)

(It crrllc)/lncn.lslm,-,,.ltollld- eoh, T1TETdI e (1VE 1T E(
:) Cnshandc;1sh1001111il'aknts at tiw1ll'gil Iningof th" Y C'ar
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As at
31 March 2018

As at
31 March 2017

14,411.43 23,370.57
12,555.96 2,171.39
90.36 (15.85)
(80.60) (205.49)
(172.97) 29.52
23,318.30 16,990.27
1,622.52 384.58
400.00
172.44 237.33
(676.8-1)
(146.79)
700.63
51,493.81 43,932.95
(10.-10) (18.55)
(21.69)
10,078.62 (16,831.21)
124.38 1,474.85
(8,721.32) (5.921.82)
(16,918.29) (2,932.52)
(493.01)
(32,934.77) 3,833.14
128.66 296.61
(207.70)
3,914.65 4,740.64
(44,853.17) 15,566.56}
6,640.64 28,366.39
T1,096.05) 4,523.16)
544,59 4
(9,662.70) (27,510.93)
1712 61.62
(22.12) (16.88)
(15.66) (18.20)
(1,220.82) (191.57)
80.60 205.49
(10,823.28) (27,470.47)
1,947.39 7,643.57
9,042.88 26,796.17
11,203.11 (9,591.89)
(18,412.80) (16,239.15)
(295.70) (284.15)
3,484.88 8,324.55
(1,793.81) 4,611.51
8,028.29 3.330.98
6,234.48 8,028.29
<i.234A8 8.028.29
6,234.48 8,028.29

efish Kumar Gupta)
‘inancial Officer
PAN 1 ABUDPG2708P

Place: New Delhi
Date: 2H May 2018




Kwality Limited
Notes to standalone financial statements for the year ended 31March.20 18
(All amount in INR lakhs, unless otherwise stated)

Nature of principal activities

Kwality Limited ("the Company") a public company limited by shares was incorporated under the provisions of
the Companies Act, 1956 on 21 August 1992 and domiciled in India. The Company is engaged in
manufacturing/processing and sale of milk, milk products and dairy products. The Company is listed both on
Bombay Stock Exchange and National Stock Exchange. The Company has manufacturing facilities at Uttar
Pradesh, Haryana and Rajasthan. The Company operates both in domestic and international markets. The

registered office of the Company is situated at KDIL House, F-82, Shivaji Place, Rajouri Garden, New Delhi
110027, India.

General information and statement of compliance with Ind AS

The financial statements of the Company have been prepared in accordance with the Indian Accounting
Standards as notified under section 133 of the Companies Act 2013 r.ead with the Companies (Indian

Accounting Standards) Rules 2015 as amended from time to time. The Company has uniformly applied the
accounting policies during the periods presented.

The standalone financial statements are presented in Indian rupees ('INR') and all values are rounded to two
decimal places of lakhs, except when otherwise indicated.

The financial statements for the year ended 31 March 2018 were authorized and approved for issue by the Board
of Directors on 28 May 2018.

Basis of accounting

The financial statements have been prepared on going concern basis under the historical cost basis except for the
following-
e Certain financial assets and financial liabilities which are measured at fair value; and

= Share based payments which are measured at fair value of the options;
Standards issued but not yet effective and have not been adopted early by the Company

Information on new standards, amendments and interpretations that are expected to be relevant to[! the financial
statements is provided below.

Ind AS 115 'Revenue from Contracts with Customers' (Ind AS 115)

The new standard on revenue recognition overhauls the existing revenue recognition standards and will replace
Ind AS 18 - Revenue and Ind AS 11 - Construction contracts. The new standard provides a control-based
revenue recognition model and provides a five steps application principle to be followed for revenue recognition:

i. Identificat'ion of t:he cotll"racts with the customer

ii. I<lentificat ion of th<. performance obligations in the contract

iii. Determination of 1"11e transaction pric<.

iv. Allocation of transact-ion price to t-he performance obligations in the contract (as identified in step ii)

v. Recognition of revenue when the Company satisfies a performance obligation.

Apptendix B to Ind AS 21, I+'oreign currency transactions and advance considerati< >/1.2:;:=-: -
On March 28, 2018, Ministry of Corporate A ffairs ("MCA") has notified tfQ? ) (Indian Accounting

Standards) Amt[Jndmcnl Rules, 2018 containing Appendix BtoIndAS2 1, 1’ \rn transactions and

advl1llce cot klcration which clarifies the date of the transaction for the p [1 — . ing the exchange
N
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Notes to standalone financial statements for the year ended 31 March 2018
(All amount in INR lakhs, unless otherwise stated)

rate to use on initial recognition of the related asset, expense or income, when an entity hgs received or paid
advance consiueration in a foreign currency. The amendment will come into force from April <1y 2018.

The effective date of the new standards has been notified by the MCA as 1April 2018. The management is yet[

to assess the impact of these new standards on the Company's financial statements.
Summary of significant accounting policies

The financial statements have been prepared using significant accounting policies and measurement bases
summarised below. These were used throughout all periods presented in the financial statements, except where
the Company has applied certain accounting policies and exemptions upon transition to Ind AS.

5.1 Current versus non-current classification
The Company presents assets and liabilities in the balance sheet based on current/non-current classification.

An asset is classified as current when it is:

« Expected to be realised or intended to sold or consumed in normal operating cycle

* Held primarily for the purpose of trading

» Expected to be realised within twelve months after the reporting period, or

* Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period

All other assets are classified as non-current.

A liability is classified as current when:

* Ithi expected to be settled in normal operating cycle

« It is held primarily for the purpose of trading

« It is due to be settled within twelve months after the reporting period, or

e Ther' is no 1lnc.onditinnal right to defer the settlement of the liability for at lea.Rt twe.lve. months after the
reporting period

All other liabilities arc classified as non-current.

Deferred tax assets and liabilities arc classified as non-current assets and liabilities.

The operating cycle is the time between the acquisition of assets for processing and their realisation in cash and
cash equivalent. The Company has identified twelve month as it's operating cycle.

5.2 Foreign currency

| I/mctirmal and pre.renltJlion curreny

The financial statements arc prcsilntcd in Indian Rupee ('INR'), which 1s the Company's functional and
prescn tat-ion currency.

'/ 'mn.rtJclions anti halance.r

li'ordgn currency transactions arc recorded in the functional currency, by applying to the exchange rate between
1hl functional currency and the forcin currency at the <late of the transaction.
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Foreign currency monetary items are converted to functional currency using the closing rate. Non-monetary

item.s denominaled in a foreign currency which are carried at historical cost are reported using the exchange rate
at the date of the transaction.

Exchange differences arising on monetary items on settlement, or restatement as at reporting date, at rates

different from those at which they were initially recorded, are recognized in the statement of profit and loss in
the year in which they arise.

5.3 Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Company and it can be
reliably measured. Revenue is measured at the fair value of the consideration received/ receivable inclusive of
excise duty net of rebate and other taxes. The Company applies the revenue recognition criteria to each
separately identifiable component of the sales transaction as set out below.

Sale Ofgoods

Sale is recognized when the significant risks and rewards of ownership of the goods have passed to the
customer. Sales are recorded inclusive of excise duty net of sales returns, Sales tax/Goods and Service Tax
(GST), rebates, trade discounts and price differences.

Incomefromservices

Revenue from milk processing and other services, are recognized as and when services are rendered and are
accounted on an accrual basis.

Interest income

Interest income is recorded on accrual basis using the effective interest rate (EIR) method.

Export ben/its

I xports benefits arc recognized on accrual basis in the Statement of Profit and Loss when the reasonable right
to receive the same is established.

5.4 Borrowing costs

General and specific borrowing costs that arc directly attributable to the acquisition, construction or production
of qualifying asset arc capitalised during the period of time that is required to complete and prepare the asset for

its intended use. Qualifying assets arc assets that necessarily take a substantial period of time to get ready for
their intended use or sale.

Other borrowing costs arc expensed in the period in which they are incurred.

Borrowing cost also include exchange differences arising from foreign currency borrowings to the extent that
they arc regarded as an adjustment to interest cost.

5.5 Property, plant and equipment (PPE)

Hocr nilion andinitialm(Ir.1.r1 Ircmenl
I1'rechold land is cat(iricd at historic cost. Other properties plant and equipment are stated at their cost of

ac<.Juisition less depreciation. The cost of ac<.luisition comprises purchase price, borrowing cost if capitalization

criteria arc met an<l dir<.[Jctly attributable cost of bdne,ine, the assc.t tn its wnl'killg 1 11111 jtHjfi..:{il 1tel 1ded use.

i<t it ' ¥
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Subsequent costs are included in the asset's carrying amount or 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. All
other repair and maintenance costs are recognised in statement of profit and loss as incurred.

Subsequent measurement (depruiation and useful liveJ)

Depreciation on property, plant and equipment is provided to the extent of depreciable amount on the Written
down value (WDV). The depreciation rates are based on useful life of the assets as prescribed in Schedule II of
the Companies Act, 2013 except in respect of the following assets where based on the internal technical

assessment of the estimated economic useful lives of the property plant and equipment, the useful life is
different than those prescribed in Schedule II are used as:

S.No | Head of assets Particulars Useful life

1 Plant and machinery Storing and handling units 2 years

2 Plant and machinery Automatic  milk  collection 3years
units

The assets residual value and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting
period.

De-recognition
An item of property, plant and equipment and any Rignific:ant pnrt initlnlly recognised .iR dcrcc.ogni r:d upoll
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on de-

recognition of the asset (c:akulaten as the clifftrt>n('f between the net disposal proceeds and the carrying amount
of the asset) is recognised in statement of profit and loss when the asset is derecognised.

5.6 Intangible assets
Relegnitiot] andinitial {11} asuremmt

Jcquire<l computer aoftwarc arc capitalized at cost of acquisition (Indu<lillg License fees paid), net of
accumulated amortization and accumulated impairment losses if any and are disclosed as intangible assets.

Other intangible assets (copyrights) are shown at cost of acquisition net of accumulated amortisation and
accumulated impairment: loss if any.

Subsequent measurement (amortisation)

Intangiblc assets arc amortised on written down value over the useful life of the asset up to a maximum of five
years commencing from the month when the asset is first put to use. The Company provides pro-rata
ckprc. ciation from the day the asset is put to use and for any asset sold, till the date of sale.

5.7 Operating leases

Crmipafly as lessee

Assets acquired on leases wlwrl' a signi ficant portion of risk and rewards of ownership are retained by the lessor
arc classified as opcrat in leases. l.c. asc rental are charged to statement of profit and loss on straight line basis
cxcl'pt whe.etCc scheduled increase in tilcnt compensate the lessor for expected inflationary costs.

1, e,
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5.8 Impairment of non-financial assets

At each reporting date, the Company assesses whether there is any indication that an asset may be impaired,
based on internal or external factors. If any such indication exists, the recoverable amount of the asset or the
cash generating unit is estimated. If such recoverable amount of the asset or cash generating unit to which the
asset belongs is less than its carrying amount, the carrying amount is reduced to its recoverable amount. The
reduction is treated as an impairment loss and is recognised in the statement of profit and loss. If, at the
reporting date there is an indication that a previously assessed impairment loss no longer exists, the recoverable
amount is reassessed and the asset is reflected at the recoverable amount: Impairment losses pre:v1011sly
recognized are accordingly reversed in the statement of profit and loss.

5.9 Financial instruments

A financial Instrument is any contract which give rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

Recognition, initial measurement and de-recognition
Financial assets and financial liabilities are recognised and are measured initially at fair value adjusted by

transactions costs, except for those carried at fair value through profit or loss which are measured initially at fair
value.

Financial assets are derecognised when the' contractual rights to the cash flows from the financial asset expire, or
when the financial asset and all substantial risks and rewards are transferred. A financial liability is derecognized
when it is extinguished, discharged, cancelled or expired. When an existing financial liability is replaced by
another  from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified such an exchange or modification is treated as the derecognition of the original liability

and the recognition of a new liability. The difference in the respective carrying amounts is recognised in the
statement of profit or loss.

Classification and subsequent measurement of financial assets

For the purpose of subsequent measurement, financial assets are classified into the following categories upon
initial recognition:

= Amortised cost
* I-'inancial assets at fair value through profit or loss (FVTPL)

= I'inancial assct.s at. fair value through other comprehensive income (FVTOCI)

All financial assets except for those at 1*'VTP1, arc subject to review for impairment at least at each reporting
date.

Amortised cost
A financial assd(] shall be measured at amortised cost using effective interest rates if both of the
following conditionsarl111<.t:

= the financial assl(]t is held wit-hin a business model whose objective is to hold financial assets in order to
collect[] contract ual cash flows; and

= tlw contractual terms of th<[J financial asset give rise on specified dates to cash flows that are solely

payments of principal and intctlcst on the principal amuuul uulst.auuing. gt i, -
S V0 AR
The Company's cash and cash C<.Juivalcnts, trade and other receivables fall in P,j , % NS l’it)i""f financial
s ‘D, Y
inst rutnlnt:s. L.>, )\ 011
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Financial assets at fair value through other comprehensive income (FVTOCI)
PVTOCI financial assets are either debt instruments that are managed under hold to collect and sell business
model or are non-trading equity instruments that are designated to this category.

FVTOCI financial assets are measured at fair value. Gains and losses are recognized in other comprehensive
income, except for interest and dividend income, impairment losses and foreign exchange differences on
monetary assets, which are recognized in statement of profit or loss.

Financial assets at fair value through profit or loss (FVTPL)

Financial assets at FVTPL include financial assets that either do not meet the criteria for amortised cost
classification or FVTOCI or that meet certain conditions and are designated at FVTPL upon initial recognition.
All derivative financial instruments also fall into this category. Assets in this category are measured at fair value
with gains or losses recognized in profit or loss. The fair values of financial assets in this category are determined
by reference to active market transactions or using a valuation technique where no active market exists.

Classification and subsequent measurement of financial liabilities

Financial liabilities are measured subsequently at amortized cost using the effective interest method, except for
financial liabilities held for trading or designated at FVTPL, that are carried subsequently at fair value with gains
or losses recognized in profit or loss. All derivative financial instruments are accounted for at FVTPL.

Financial guarantee contracts

Financial guarantee contracts are those contracts that require a payment to be made to reimburse the holder for a
loss it incurs because the specified party fails to make a payment when due in accordance with the terms of a
debt instrument. Financial guarantee contracts are recognised initially as a liability at fair value, adjusted for
transaction costs that arc directly attributable to the issuance of the guarantee. Subsequently, the liability is
measured at the higher of the amount of expected loss allowance determined as per impairment requirements of
Ind AS 109 and the amount recognised less cumulative amortisation.

Derivative contracts

A derivative forward contract is recognised as an asset or a liability on the commitment date. Outstanding
forward derivative contracts as at reporting date arc fair valued restated using the mark to market information
and resultant gain/ (loss) is recognised accounted in statement of profit and loss.

Embedded Derivatives:
Derivative embedded in all other host (that is not an asset) are separated only if economic characteristics and
risks of the embedded derivadvc arc not closely related to the economic characteristics and risks of the host and

arc measured at fair value through profit and loss. Embedded derivatives closely related to the host contracts are
not separated.

Fair value hedges

The change in t-he fair value of a hedging instrument is recognised in the statement of profit and loss as finance
costs.

The (;roup has an int-cr<st rat-<. swap that is used as a hedge for the exposure of changes in the fair value of its
8.2s<y;, fixed rat<. secured loan. Sec. Note 42 for more details.

Offsetting of financial instruments

I'inancial assts and financial. liabilities re offset and t.he net amount is reporte in te; if there is a
cm rently cnlorccabk klgal rtght to offset the recognised amounts and there 1s an atrr e on a net
basis, to rcaliH e the assets and settlc the liabilities simuﬁgneously. " l( Vol - O\\
\oJdy 1 =d
\ /7

———rs S
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Investment in subsidiary

Investment in subsidiary is carrie<l at cost in the separate financial statement.

5.10Impairment of financial assets

In accordance with Ind-AS 109, the Company applies expected credit loss (ECL) model for recognition and
measureni.ent of impairment loss for financial assets.

ECL is the difference between all contractual cash flows that are due to the Company in accordance with the
contract and all the cash flows that the Company expects to receive discounted at original effective tax rate
(EIR). When estimating the cash flows, the Company is required to consider —

= All contractual terms of the financial assets (including prepayment and extension) over the expected life of
the assets.

= Cash flows from the sale of collateral held or other credit enhancements that are integral to the contractual
terms.

Trade receivables

The Company applies approach permitted by Ind AS 109 Financial Instruments ("Simplified Approach"), which
requires expected lifetime losses to be recognised from initial recognition of receivables.

Otherjinandafassets

For recognition of impairment loss on other financial assets and risk exposure, the Company determines
whether there has been a significant increase in the credit risk since initial recognition and if credit risk has
increased significantly, impairment loss is provided.

5.11 Inventories

Inventory includes raw material, packing material, stores and spares, work in progress, traded and finished goods.
Inventories arc stated at the lower of cost and net realisable value. Cost comprises cost of purchases and other
cot incurred in btlinging the inv t: nlulies lo preseul localion an<l condition. Cost of purchased inventory are
determined after deducting rebates and discounts and excludes those taxes and duties subsequently recoverable
from the revenue authorities. Cost of work-in-progress and finished goods comprises direct material, direct
labour and an appropriate proportion of variable and fixed overhead expenditure, the latter being allocated on
the basis of normal operating capacity. Costs are assigned to individual items of inventory on the basis of first-in,
first-out basis. Net realisable value is the estimated selling price in the ordinary course of business less the
est:imate<I costs necessary to make the sale. Inventory item held for use in production is not written down below

cufll, if the lillislicJ prouu<..:l iu which lhcy will be incorporated are expected to be sold at or above cosL

5.12 Income taxes

'l'ax c.xpensc. rccognize. d in statemen t: of profit and loss comprises the sum of deferred tax and current tax except
the ones recognized in other comprehensive income or directly in equity.

Calculat:ion of currlnt: tax is based on tax rates and tax laws that have been enacted at the reporting date. Current
income_tax rdat:ing to it-t.ms recognised outside profit or loss is recognised outsideﬂofitlolg loss (either in other
comprehensive income or in el}ulty%. Current tax items are recognised in correlatio, ==1. erlying transaction
either in other comprehensive income or directly in equity. Doy’ .

S AR ¥ 1
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Minimum alternate tax ('MAT') credit entitlement is recognised as an asset only when and to the extent there is
convincing evidence that normal income tax will be paid during the specified period. In the year in which MAT
credit becomes eligible to be recognised as an asset, the said asset is created by way of a credit to the statement
of profit and loss and shown as MAT credit entitlement. This is reviewed at each balance sheet date and writes
down the carrying amount of MAT credit entitlement to the extent it is not reasonably certain that normal
income tax will be paid during the specified period.

Deferred income taxes are calculated using the liability method. Deferred tax liabilities are recognised in full for
all taxable temporary differences. Deferred tax assets are recognised to the exten t that it is probable that the
underlying tax loss, unused tax credits or deductible temporary difference will be utilised against future taxable
income. This is assessed based on the Company's forecast of future operating results, adjusted for significant non-
taxable income and expenses and specific limits on the use of any unused tax loss or credit. Unrecognised

deferred tax assets are re-assessed at each reporting date and are recognised to the extent that it has become
probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when 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. Deferred tax relating to items recognised outside statement of profit and loss is
recognised outside statement of profit or loss (either in other comprehensive income or in equity).

5.13 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term, highly
liquid investments (original maturity less than 3 months) that are readily convertible into known amounts of cash

and which are subject to an insignificant risk of changes in value and bank overdraft. Bank overdraft are shown
within borrowings in current liabilities in balance sheet.

5.14 Post-employment, long-term and short-term employee benefits

Short-term emplr!yee ben/its:
Short-term employee benefits such as salaries, wages, bonus etc. are recognized as an expense at the

undil:lcountcd amount in the titntement of profit and loss for the year in which employee renders Lhe relaleu
service.

Post-emplqyment bengjits

1)gjined contributionplans:
Company's contribution to ls:mployces' Provident Fund Scheme, Employees' State Insurance Contribution

Scheme and Staff welfare fund arc charged to the revenue of the year when the contribution to the respective
fund is due.

Dq/inecl hengjil plans:

The Company's watuity schl'tnl' is a defined benefit plan. The present value of the obligation under such defined
plan is <ktmnim[ld based on actuarial valuation carried out at the end of the year by an independent actuary,
using the Projected IJnit Credit method, which recognizes each period of service as giving rise to additional unit
of <mployee benefit en titlemen t and measures each unit separately to build up the final obligation. The

obligation is 111<.'asur<.d al' the present value of the estimated future cash flows. ActuarilLgins and losses arising
on such valuation ar<.[Jr<.Ccogni:t.ed immediately in the Other Comprehensive Im \ A1 ¥ rest expense is

accounted as finance cost in Stat<.mcnt of Profit and Loss. /"El- v A
Ig» N 01 HTI:
i J 1"
" A\, ! /e
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Compensated absences:

Ilene.fits un<ler the Company's leave encashment constitute other long-term employee benefits. The liability in
respect of vacation pay is provided on the basis of an actuarial valuation done by an independent actuary at the
year end. Actuarial gains and losses are recognized immediately in the statement of profit and loss. Termination
benefits are recognized as an expense in the year in which they are incurred.

5.15 Share based payments

The Employee Stock Option Plan ("the Scheme") provides for grant of equity shares of the Company to the
employees of the Company and its subsidiaries. The Scheme provides that employees are granted an option to
acquire the equity shares of the Company that vests in a graded manner or as decided by Remuneration,
Compel:lsation and Nomination Committee. The options may be exercised within a specified period. The
employee benefits expense is measured using the fair value of the employee stock options and is recognised over
vesting period with a corresponding increase in eqity. The vesting period is the period over which all the
specified vesting conditions are to be satisfied. On the exercise of the employee stock options, the employees of
the Company will be allotted equity shares.

5.16 Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker.

The Board of Directors assesses the financial performance and position of the Company and make strategic
decision. The Board of Directors, has been identified as being the chief operating decision maker. Refer Note
44 for segment information presented.

5.17 Provisions, contingent liabilities and contingent assets

Provfrionsand continLent liabilities:
A Provision is recognised when the Company has present obligation (legal or constructive) as a result of a past
event and it is probable that an outflow of resources will be required to settle the obligation in respect of which a

reliable estimate can be made. Provisions arc discounted to their present value, where the time value of money is
material.

When some cr all of the economic benefits required to settle, a provision is expected to be recovered from a
third party, the receivable is recognised as a separate asset if it is virtually certain that reimbursement will be
received and the amount of the receivable can be measured reliably.

Contingen t liability is a possible obliga tion arising from past events and the existence of which will be confirmed
only by the occul'rence or non-occurrence of one or more uncertain future events not wholly within the control
of the Company or a presen t: obligation that arises from past events but is not recognised because it is not
possibk that an outflow of resources embodying economic benefit will be required to settle the obligations or
rdiabk estimate of t he amoun t of the obligations cannot be made. The Company discloses the existence of
conl'ingl'nt' liabilidtes in ()thcr Notes to I +'inancial Statements.

In cmws whitl tht possible outflow of economic resources as a result

of present opligati
AR
. o /3\\

on is considered
improbable or remote, no Pwvision is recognised or disclosure is made N
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Contingent assets:

Contingent assets usually arise from unplanne<l or other unexpected events that give rise to the possibility of an
inflow of economic benefits. Contingent Assets are not recognised though are disclosed, where an inflow of
economic benefits is probable.

5.18 Dividends

Provision is made for the amount of any dividend declared, [Ibeing appropriately authorised and no longer at the
discretion of the entity, on or before the end of the reporting period but not distributed at the end of the
reporting period.

5.19 Earnings per share

(i)  Basic earningper share
Basic earnings per share are calculated by dividing:
= The profit attributable to the shareholder

= By the weighted average number of equity shares outstanding during the financial year, adjusted for
bonus element in equity shares issued during the year and excluding treasury shares

(ii) Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to
take into account:

= The after income tax effect of interest and other financial costs associated with dilutive potential
equity shares, and

= The weighted average number of additional equity shares that would have been outstanding
assuming the conversion of all dilutive potential equity shares.

5.20 Government Grant

Import duty waivers for capital assets purchased under le:xport Promotion Credit Guarantee (EPCG) schemes
arc recorded as deferred revenue and recognized in Statment of Profit and Loss on a systematic basis over the
periods in which the related performance obligations are fulfilled.

5.21 Significant judgement and estimates in applying accounting policies

The preparation of the Company's financial statements requires management to make judgements, estimates and

assumptions that[] affect the reported amounts of revenues, expenses, assets and liabilities, and the related
disclosures.

N'{ndictInl mtint{ emenljlIc(emenl.r
The following arc significant matrngemen t judgc. ments in applying the accounting policies of the Company that
have the most significant: effect on the financial statements:

Recognition of deferred tax assets - The extent to which deferred tax assets can be recognized is based on an
assessment of the probability of the Company's future taxable income against which the deferred tax assets can
IKut'iliz<.e<.I. 1n addition, significant judgctrn.ent is rec. luire<l in assessing the impact of any legal or economic limits.
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Kwality Limited
Notes to standalone financial statements for the year ended 31 March 2018
(All amount in INR lakhs, unless otherwise stated)

Recoverability of advances/ receivables - At cach balance sheet date, based on historical default rates

obseled over expected life, the management assesses the expected credit loss on outstanding receivables and
advances.

Classification uf Leases - The Company enters into leasing arrangements for various assets. The classification
of the leasing arrangement as a finance lease or operating lease is based on an assessment of several factors,
including, but not limited to, transfer of ownership of leased asset at end of lease term, lessee's option to
purchase and estimated certainty of exercise of such option, proportion of lease term to the asset's economic life,

proportion of present value of minimum lease payments to fair value of leased asset and extent of specialized
nature of the leased asset.

Defined benefit obligation (DBO) - Employee benefit obligations are measured on the basis of actuarial
assumptions which include mortality and withdrawal rates as well as assumptions concerning future
developments in discount rates, medical cost trends, anticipation of future salary increases and the inflation rate.
The Company considers that the assumptions used to measure its obligations are appropriate. However, any
changes in these assumptions may have a material impact on the resulting calculations.

Fairvalue measurements -The C:ompany applies valuation techniques to determine the fairvalue of financial
instruments (where active market quotes are not available) and non-financial assets (Share based payment). This

involves developing estimates and assumpLiulls cuusisLeul with the market participants to price the instrument.
The Company's assumptions are based on ohservahle chila as far as possible, othenvise on the best information

available. Estimated fair values may vary from the actual prices that would be achieved in an arm's length
transaction at the reporting date.

Inventories - The Company estimates the cost of inventories taking into account the mostreliable evidence,
such as cost of materials and overheads considered attributable to the production of such inventories including
actual cost of pro<luction, etc. Management also estimates the net realisable values of inventories, taking into
accoun t the must rcliaule cvi<lem:c available at each reporting date. The future realisation of these inventories
may be affected by future technology or other market-driven changes that may reduce future selling prices.

Provision and contingencies - The assessments undertaken in recognising provisions and contingencies have
been made in accordance with Indian Accounting Standards (Ind AS) 37, 'Provisions, Contingent Liabilities and
Contingent Assets'. The evaluation of the likelihood of the contingent events is applied best judgement by
management regar<ling the probability of exposure to potential loss.

Useful lives of depreciable/ amortisable assets - Management reviews its estimate of the useful lives of
depreciable/ amortisablc assets at each reporting date, based on the expected utility of the assets. Uncertainties
in these estimates relate to technical an<l economic obsolescence that may change the utility of certain software,
customer rchlt-ionships, IT C<.Juipment: and other plant and equipment.
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IrTZlily J....imitm
Sous ID the S1211cblone Financial S12ini:ents for lhe year ended 31 larch 2018
N<.11£l-s. 6:5

6 Property, pb:nt :md equipment

Frtthold land Buildin Plant >[nd machine!)-  Office equipment Computers Furniture and fixtures Vehicles Total CWIP
Gross canying zmount
\our-l21116 1,051 1,5:-324 10,179.14 25.8-1 186.99 37.63 1,082.8.J ¥.438.46 9.406.44
55236 18,964.41 18.90 29.16 62.19 55.77 19,682.79 362.16
T (191.66) (191.66)
8,809.65 10,293.87 2.93 19,106.45 (19,106.45)
Balance as at 31!Llarch 2017 1,052.78 11.235.25 39,437.42 44.74 216.15 102.75 946.95 53,036.04 662.15
v \ir ZQ- 115275 11,23525 39.4r.42 44.74 216.15 102.75 946.95 53,036.04 662.15
\:3: ois 10.56 15,Z1f.59 30.64 1837 13.76 16533 15,526.25 4,965.49
Ds= s s e fF :1.941.15) (0.69) (101.15) (13.26) (2,056.25)
B2hl»izeasat3l >larch2018 1,052.i'S 11,245.81 52,783.86 74.69 13337 116.51 1,099.02 66,506.04 5.627.64
Accomnbted depttc:ization
_rl-pd -016 6.606.10 17.99 155.-H 19.00 6.J3.20 8,050.29
L<>6.113 612 22.56 1.1 137.66 2,150.06
., (1-15.89) (145.89'1
Bmncc as at 31 brch 2317 896.39 8,29L13 24.01 177.97 3001 634.97 10,054.46
3@ 8%39 8,291.13 24111 177.97 30.01 6).1.97 10,054.46
the e.ir 9-6.1}9 11.369.41 15A2 2631 19.62 123.82 12.,530.67
Ndjurs fo C: (1,841.59) (0.66) (95.8.) (10.40) (1,948.48)
Balance as at 31 I'tlarch 2018 1,812.48 17,818.95 38.n 108.45 49.63 748.39 20,636.65
Nrt book nlur as at 31 March 2018 1,052.78 9,373.33 34.964.91 35.92 24.92 66.88 350.63 45,869.38 5.627.64
Nrt book nlur as at 311>larch 2017 1,052.78 10,338.86 31,146.29 20.73 38.18 72.74 311.98 42,981.57 662.15
(i) Contractual obligations
Referinnote 38 fordi>tdn;urcnfen:i-cacnr.;J _1mimiitr.crr for ihe acws:irFm of JIHIj)t::rty: pknt :ind cqrnplrnent_
(n) C2piralised borrowing cost
The CLir.1h"-rior. rare u,:,.d ro dererrru...., the <Imount of hormwing cosrs cli)!:ihle for capir.1lizaton 15 :\:ii (3 t\larch 2017- 11.29[70). Borrmt ing Cost capit<llised during the year ended Nil (31 :\farch 2017- T R 3,347.14)
(ili The gross c:irrmng amrn. 1t of Prope'fl", Plant and Equipment fully depreciated that 1s still in me 1s 161.f1-t ( 1:\larch 2017 - £2:R 1828.23)
(rr) RefernntL 19 for inf..Innarion on pmruty. pl:mt and equipment pledger) as security hy the Company. !
(") c,pr.ilvork inprog:ess IT>Y] comp'15e.; cheese pbnt and .\utomatic milk collection unitat uft:1 lucatiu . \s management is [Urrently focusing on already rolled out "\"alue Added Product” no impairment is expected. Production of cheese pl#illzas b
short penod of fime.-\utornitle :\lilk Cullection I"nit \"Ill be caplttl1sed on completmn of project Tith iny ritself.
WY if)ot
. D '
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/ N \i\
it ;

F-83

.
\"*//



F-84



f

Kwalit.y Limited
Notes to the Standalone Financial Statements for the year ended 31 March 2018

(All amount in INR lakhs, unless otherwise stated)

7

Intangible assets

Copyright Softwares 'Total
Gross carrying amount
At 1 April 2016 100.00 77.94 177.94
Additions 16.88 16.88
Disposals/assets written off
Balance as al 31 March 2017 100.00 94.82 194.82
At 1 April 2017 100.00 94.82 194.82
Additions 22.12 2212
Disposals/assets written off’
Balance as at31March 2018 100.00 116.94 216.94
Accumulated amortisation
At 1 April 2016 39.26 39.26
Charge for the year 21.34 21.34
Disposals/assets written off

_ Balance as at 31 March 2017 60.60 60.60
At 1 April 2017 60.60 60.60
Charge for the year 20.03 527 25.30
Disposals/assets written off
Balance as at 31 March 2018 20.03 65.87 85.90
Net book value as at31 March 2018
79.97 51.07 131.04

Net book value as at31 March 2017 100.00 34.22 134.22
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STATUTORY AUDITORS

M/s. MSKA & Associates, Chartered Accountants are independent auditors with respect to our Company as required by the
Companies Act 2013 and in accordance with the guidelines issued by the ICAI and have been appointed as the statutory
auditors of our Company, pursuant to the approval of the shareholders of our Company at the 25™ AGM held on September
29, 2017, with effect from the conclusion of the 25™ AGM till the conclusion of the 30™ AGM of the Company.

Our (i) audited consolidated financial statements for the Financial Year 2018 prepared in accordance with the Ind AS and
Companies Act, 2013 together with the report issued by M/s. MSKA & Associates, Chartered Accountants; (ii) audited
consolidated financial statements for the Financial Year 2017 prepared in accordance with the Ind AS and Companies Act,
2013 together with the report issued by P.P Mukerjee & Associates, Chartered Accountants; (iii) audited consolidated
financial statements for the Financial Year 2016, prepared in accordance with Indian GAAP and the Companies Act, 2013
together with the report issued by P.P Mukerjee & Associates, Chartered Accountants; have been included in this
Preliminary Placement Document.
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GENERAL INFORMATION

The Company was originally incorporated as a public limited company on August 21, 1992 under the provisions of
Companies Act, 1956 with the name “Kwality Dairy (India) Ltd. Limited” and the name of the company was changed
to its present name i.e Kwality Limited vide fresh certificate of incorporation dated August 16, 2013 issued by Registrar
of Company NCT Delhi and Haryana.

The registration number of the Company is 255519 and its corporate identification number is
L74899DL1992PLC255519. The Company’s registered office is situated at KDIL House, F-82, Shivaji Place, Rajouri
Garden New Delhi 110 027

The Equity Shares are listed on BSE and NSE.

The Issue was authorized and approved by the Board of Directors on August 11, 2017 and approved by the shareholders
at the Annual General Meeting held on September 29, 2017.

The Company has received in-principle approvals under Regulation 28(1) of the SEBI Listing Regulations to list the
Equity Shares to be issued pursuant to the Issue on, BSE and the NSE vide letter no. DCS/QIP/RB/IP/891/2018-19
dated September 12, 2018 and vide letter no. NSE/LIST/18539 dated September 14, 2018 respectively.

Copies of Memorandum and Articles of Association of the Company, Annual Reports of the Company for the FY 2016
& FY 2017 and the Balance Sheet for the Year ended March 31, 2018 will be available for inspection during usual
business hours on any day of the week between 11.00 a.m. to 2.00 p.m. (except Saturdays, Sundays and public
holidays) at our registered office.

Except as disclosed in this Preliminary Placement Document, our Company has obtained all consents, approvals and
authorizations required in connection with this Issue.

There has been no material change in the Company’s financial or trading position since March 31, 2018, the date of the
latest audited financial statements prepared in accordance with Ind-AS included in this Preliminary Placement
Document, except as disclosed herein.

Except as disclosed in this Preliminary Placement Document, there are no litigation or arbitration proceedings pending
against the Company, Promoter Group Companies and in the opinion of the Company no proceedings are threatened,
which may have, or have had during the 12 months preceding the date of this Preliminary Placement Document, a
material adverse effect on the Company’s business, financial position, profitability or results of operations.

The Indian GAAP and Ind AS Audited Financial Statements included herein have been prepared in accordance with
Indian GAAP and Ind AS as applicable to companies in India. Unless the context otherwise requires, all financial data
in this Preliminary Placement Document are derived from our Financial Statements. Indian GAAP differs in certain
significant respects from IFRS and U.S. GAAP.

We confirm that we are in compliance with the minimum public shareholding requirements as specified in the SCRR
and the SEBI Listing Regulations.

The authorized share capital of the Company is 10000.00 Lakhs divided into 10000.00 Equity Shares of X 1/- each. As
of March 31, 2018, the Company’s issued & subscribed share capital is 2413.54 Lakhs divided into 2413.54 equity
shares of ¥ 1 each. The Company’s paid-up share capital is 2413.54 Lakhs divided into 2413.54 equity shares of ¥ 1
each.

The Floor Price for the Issue is X 21.18 per equity share, calculated in accordance with Chapter VIII of SEBI (ICDR)
Regulations, as certified by M/s Mukun Vivek and Company, Practicing Company Secretaries.

Pradeep K. Srivastava is the Company Secretary and Compliance Officer of our Company. His details are as follows:

Pradeep K Srivastava

Designation: Company Secretary and Compliance Officer

Tel: 01147006500 Fax: 01125191800

E-mail: cs@kdl.in

Address: F-82, Shivaji Place, Rajouri Garden, New Delhi-110027
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DECLARATION

Our Company certifies that all relevant provisions of Chapter VIII read with Schedule XVIII of the SEBI Regulations have
been complied with and no statement made in this Preliminary Placement Document is contrary to the provisions of Chapter
VIII and Schedule XVIII of the SEBI Regulations and that all approvals and permissions required to carry on our
Company’s business have been obtained, are currently valid and have been complied with. Our Company further certifies
that all the statements in this Preliminary Placement Document are true and correct as of the date hereof.

Signed by:

Sd/-
Sanjay Dhingra
Managing Director

Sd/-
Sharad Bhandari
VP, Finance & Accounts

Date: September 14, 2018
Place: New Delhi
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DECLARATION

We, the Directors of the Company, certify that:
(1) the Company has complied with the provisions of the Companies Act, 2013 and the rules made thereunder;

(i) the compliance with the Companies Act, 2013 and the rules does not imply that payment of dividend or interest or
repayment of debentures, if applicable, is guaranteed by the Central Government;

(iii) the monies received under the offer shall be used only for the purposes and objects indicated in the Preliminary
Placement Document (which includes disclosures prescribed under Form PAS-4).

Signed by:

Sd/-
(Sanjay Dhingra)
Managing Director

I am authorized by the resolution of the Board of Directors of the company , vide resolution dated September 12, 2018, to
sign this Preliminary Placement Document and Annexure and declare that all the requirements of Companies Act, 2013 and
the rules made thereunder in respect of the subject matter of this form and matters incidental thereto have been complied
with. Whatever is stated in this form and in the attachments thereto is true, correct and complete and no information material
to the subject matter of this form has been suppressed or concealed and is as per the original records maintained by the
promoter subscribing to the Memorandum of Association and the Articles of Association.

It is further declared and verified that all the required attachments have been completely, correctly and legibly attached to
this form.

Signed:

Sd/-
Sanjay Dhingra
Managing Director

Sd/-
Sharad Bhandari
VP, Finance & Accounts

Date: September 14, 2018
Place: New Delhi
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KWALITY LIMITED

Registered & Corporate Office:
KDIL House, F-82, Shivaji Place, Rajouri Garden
New Delhi 110 027.

Tel: +91-11-47006500 | Facsimile: +91 1662 220476
Email: investors@kdil.in, Website: www.kwality.com
CIN: L74899DL1992PLC255519

Contact Person:
Pradeep K. Srivastava
Designation: Company Secretary and Compliance Officer
Tel: 01147006500 Fax: 01125191800
E-mail: cs@kdil.in, investors@kdil.in
Address: F-82, Shivaji Place, Rajouri Garden, New Delhi-110 027

BOOK RUNNING LEAD MANAGER

| B 5. N

D & A FINANCIAL SERVICES (P) LIMITED
13, Community Centre, East of Kailash, New Delhi-110065
Ph. No. +91-11-26218274/26419079; Fax No. +91-11-26219491
Contact Person: Ms. Radhika Pushkarna
Email: investors@dnafinserv.com ; Website: www.dnafinserv.com

STATUTORY AUDITOR TO THE COMPANY
MSKA & Associates
Chartered Accountants
The Palm Springs Plaza, Office No. 1501-08
Sector-54, Golf Course Road, Gurugram -122 001
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