




























Notes to the standalone financial statements for the year ended 31st 
March 2025 
 
Statement of significant accounting policies 
 
1 Corporate Information 
 
LMW AEROSPACE INDUSTRIES LIMITED is a public company domiciled in India and 
incorporated under the provisions of the Companies Act, 2013. The address of its 
registered office is C/o. Lakshmi Machine Works Ltd, SF No.516 516/2, SRKV Post, 
Periyanaickenpalayam Coimbatore TN 641020 IN. The company is engaged in the 
Manufacture of machinery and equipment N.E.C. The financial statements are 
approved for issue by the Company’s Board of Directors on 15th April 2025. 
 
2 SIGNIFICANT ACCOUNTING POLICIES 
 
2.1 Statement of compliance 
 
The financial statements have been prepared in accordance with IND AS notified 
under Sec. 133 of the Companies Act, 2013 read with the Companies (Indian 
Accounting Standard) Rules 2015 and other relevant provisions of the Act. 
 
2.2 Basis of preparation and presentation 
 
These financial statements are prepared in accordance with Indian Accounting 
Standards (IndAS) under the historical cost convention on the accrual basis, the 
provisions of the Companies Act, 2013(`Act’) (to the extent notified) and guidelines 
issued by the Securities and Exchange Board of India (SEBI). The Ind AS are 
prescribed under Section 133 of the Act read with Rule 3 of the Companies (Indian 
Accounting Standards) Rules, 2015 and Companies (Indian Accounting Standards) 
Amendment Rules, 2016. 
 
Historical cost is generally based on the fair value of the consideration given in 
exchange for goods and services. 
 
Fair value is the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement 
date, regardless of whether that price is directly observable or estimated using 
another valuation technique. In estimating the fair value of an asset or liability, the 
company takes into account the characteristics of the asset or liability at the 
measurement date. In addition, for financial reporting purposes, fair value 
measurements are categorized into Level 1 (unadjusted quoted prices in active 
markets for identical assets or liabilities that the entity can access at the 
measurement date); Level 2 (inputs other than quoted prices included within Level 
1, that are observable for the asset or liability, either directly or indirectly; Level 3 
(unobservable inputs for the asset or liability). Fair value in respect of equity 
financial instruments are the quoted prices of those instruments in the stock 
exchanges at the measurement date. 



 
2.3 Property, plant and equipment 
 
Property, plant and equipment are stated at cost net of historical Indirect Taxes, 
including appropriate direct and allocated expenses less accumulated depreciation 
and impairment losses, if any. Increase/Decrease in rupee liability in respect of 
foreign currency liability related to acquisition of fixed assets is recognized as 
expense or income in the Statement of Profit and Loss. Freehold land is not 
depreciated. 
 
Properties during construction for production, supply or administrative purposes are 
carried out at cost, less any recognized impairment loss. Cost includes professional 
fees and, for qualifying assets, borrowing costs are capitalized in accordance with 
the Company’s accounting policy. Such properties are classified to the appropriate 
categories of property, plant and equipment when completed and ready for intended 
use. Depreciation of these assets, on the same basis as other property assets, 
commences when the assets are ready for their intended use. 
 
Property, plant and equipment represent a significant proportion of the asset base of 
the Company. The charge in respect of periodic depreciation is derived after 
determining an estimate of an asset’s expected useful life and the expected residual 
value at the end of its life. The useful lives and residual values of company’s assets 
are determined by management at the time the asset is acquired and reviewed 
periodically, including at each financial year end with the effect of any changes in 
estimate accounted for on a prospective basis. The lives are based on historical 
experience with similar assets as well as anticipation of future events, which may 
impact their life, such as changes in technology. 
 
Depreciation is recognized to write off the cost of assets (other than freehold land 
and properties under construction) less their residual values over their useful lives, 
using the straight-line method. 
 
Estimated useful lives of the tangible assets are as follows: 
 

Asset Type Estimated Useful life 

Buildings 20-60 years 

Plant and Equipment  
a. Main Machines 
b. Ancillary Machines 

 
8-20 years 
3-7 years 

Windmills 22 years 

Solar Project 10 Years 

Furniture & fixtures 8-10 years 

Vehicles 6-8 years 

Office Equipment’s 7-15 years 

 
An item of property, plant and equipment is derecognized upon disposal or when no 
future economic benefits are expected to arise from the continued use of the asset. 



Any gain or loss arising on the disposal or retirement of an item of property, plant 
and equipment is determined as the difference between the sales proceeds and the 
carrying amount of the asset and is recognized in the profit or loss. 
 
 
2.4 Investment Property 
 
Investment properties are properties held to earn rentals and / or for capital 
appreciation (including property under construction for such purposes). Investment 
properties are measured initially at cost, including transaction costs. 
  
An investment property is derecognized upon disposal or when the investment 
property is permanently withdrawn from use and no future economic benefits are 
expected from the disposal. Any gain or loss arising on derecognition of the property 
(calculated as the difference between the net disposal proceeds and the carrying 
amount of the asset) is included in profit or loss in the period in which the property 
is derecognized. 
 
2.5 Intangible assets 
Intangible assets with finite useful lives that are acquired separately are carried at 
cost less accumulated amortization and accumulated impairment losses. 
Amortization is recognized on a straight-line basis over their estimated useful lives. 
The estimated useful life and amortization methods are reviewed at the end of each 
reporting period, with the effect of any changes in estimate being accounted for on 
a prospective basis. Intangible assets with indefinite useful lives that are acquired 
separately are carried at cost less accumulated impairment losses. 
 
Estimated useful lives of the intangible assets are as follows: 
 

Asset Type Useful Life 

Technical Know how 6 years 

Software 6 years 

 
   
There are no intangible assets having indefinite useful life. 
An intangible asset is derecognized upon disposal or when no future economic 
benefits are expected to arise. Gains or losses arising from the derecognition of an 
intangible asset, measured as the difference between the net disposal proceeds and 
the carrying amount of the asset, are recognized in profit or loss when the asset is 
derecognized. 
 
2.6 Impairment of assets 
 
A tangible or intangible asset is treated as impaired when the carrying amount of the 
asset exceeds its estimated recoverable value. Carrying amounts of tangible or 
intangible assets are reviewed at each balance sheet date to determine indications 
of impairment, if any, of those assets. If any such indication exists, the recoverable 
amount of the asset is estimated and an impairment loss equal to the excess of the 



carrying amount over its recoverable value is recognized as an impairment loss. The 
impairment loss, if any, recognized in prior accounting period is reversed if there is a 
change in estimate of recoverable amount. 
 
2.7 Financial Instruments 
 
Financial assets and financial liabilities are initially measured at fair value. 
Transaction costs that are directly attributable to the acquisition or issue of financial 
assets and financial liabilities (other than Financial assets and financial liabilities at 
fair value through profit or loss) are added to or deducted from the fair value of the 
financial assets or financial liabilities, as appropriate, on initial recognition. 
Transaction costs directly attributable to the acquisition of financial assets or 
financial liabilities at fair value through profit or loss are recognized immediately in 
profit or loss. 
 
2.8 Financial assets 
 
All recognized financial assets are subsequently measured in their entirety at either 
amortized cost or fair value, depending on the classification of the financial assets. 
 
The classification depends on the entity’s business model for managing the financial 
assets and the contractual terms of the cash flows. 
 
Debt instruments that meet the following conditions are subsequently measured at 
amortized cost (except for debt instruments that are designated as at fair value 
through profit or loss on initial recognition): 
 
• the asset is held within a business model whose objective is to hold assets in order 
to collect contractual cash flows; and 
 
• the contractual terms of the instrument give rise on specified dates to cash flows 
that are solely payments of principal and interest on the principal amount 
outstanding. 
 
Debt instruments that meet the following conditions are subsequently measured at 
fair value through other comprehensive income (FVTOCI) (except for debt 
instruments that are designated as at fair value through profit or loss on initial 
recognition): 
 
• the asset is held within a business model whose objective is achieved both by 
collecting contractual cash flows and selling financial assets; and 
 
• the contractual terms of the instrument give rise on specified dates to cash flows 
that are solely payments of principal and interest on the principal amount 
outstanding. 
 
Interest income is recognized in profit or loss for FVTOCI debt instruments. For 
recognizing foreign exchange gains and losses, FVTOCI debt instruments are treated 



as financial assets measured at amortized cost. Thus, the exchange differences on 
the amortized cost are recognized in profit or loss and other changes in the fair 
value of FVTOCI financial assets are recognized in other comprehensive income and 
accumulated under the heading of ‘Reserve for debt instruments through other 
comprehensive income’. When the investment is disposed of, the cumulative gain or 
loss previously accumulated in this reserve is reclassified to profit or loss. 
 
All other financial assets are subsequently measured at fair value. 

Effective interest method 
 
The effective interest method is a method of calculating the amortized cost of a debt 
instrument and of allocating interest income over the relevant period. The effective 
interest rate is the rate that exactly discounts estimated future cash receipts 
including all fees and points paid or received that form an integral part of the 
effective interest rate, transaction costs and other premiums or discounts) through 
the expected life of the debt instrument, or, where appropriate, a shorter period, to 
the net carrying amount on initial recognition. 
 
Income is recognized on an effective interest basis for debt instruments other than 
those financial assets classified as at FVTPL. Interest income is recognized in profit 
or loss and is included in the “Other income” line item. 
 
Investments in equity instruments at FVTOCI 
 
On initial recognition, the Company can make an irrevocable election (on an 
instrument-by-instrument basis) to present the subsequent changes in fair value in 
other comprehensive income pertaining to investments in equity instruments. This 
election is not permitted if the equity investment is held for trading. These elected 
investments are initially measured at fair value plus transaction costs. Subsequently, 
they are measured at fair value with gains and losses arising from changes in fair 
value recognized in other comprehensive incomes and accumulated in the ‘Reserve 
for equity instruments through other comprehensive income’. The cumulative gain or 
loss is not reclassified to profit or loss on disposal of the investments as the same 
has been recognized in other comprehensive income. 
 
A financial asset is held for trading if: 
 

•  it has been acquired principally for the purpose of selling it in the near term; 
or 

•  on initial recognition it is part of a portfolio of identified financial instruments 
that the Company manages together and has a recent actual pattern of short-
term profit-taking; or 

•  it is a derivative that is not designated and effective as a hedging instrument 
or a financial guarantee. 

 
The Company has equity investments which are not held for trading and has elected 
the FVTOCI irrevocable option for all the equity investments. 



 
Dividends on these investments in equity instruments are recognized in profit or loss 
when the Company’s right to receive the dividends is established, it is probable that 
the economic benefits associated with the dividend will flow to the entity, the 
dividend does not represent a recovery of part of the cost of the investment and the 
amount of dividend can be measured reliably. Dividends recognized in profit or loss 
are included in the ‘Other income’ line item. 
 
Financial assets at fair value through profit or loss (FVTPL) 
 
Investments in equity instruments are classified as at FVTPL, unless the Company 
irrevocably elects on initial recognition to present subsequent changes in fair value in 
other comprehensive income for investments in equity instruments which are not 
held for trading (see note above). 
 
Debt instruments that do not meet the amortized cost criteria or FVTOCI criteria 
(see above) are measured at FVTPL. In addition, debt instruments that meet the 
amortized cost criteria or the FVTOCI criteria but are designated as at FVTPL are 
measured at FVTPL. 
 
A financial asset that meets the amortized cost criteria or debt instruments that 
meet the FVTOCI criteria may be designated as at FVTPL upon initial recognition if 
such designation eliminates or significantly reduces a measurement or recognition 
inconsistency that would arise from measuring assets or liabilities or recognizing the 
gains and losses on them on different bases.  
 
The Company has Mutual fund investments which are debt instruments being 
designated as at FVTPL. 
 

Financial assets at FVTPL are measured at fair value at the end of each reporting 
period, with any gains or losses arising on remeasurement recognized in profit or 
loss. The net gain or loss recognized in profit or loss incorporates any dividend or 
interest earned on the financial asset and is included in the ‘Other income’ line item. 
Dividend on financial assets at FVTPL is recognized when the Company’s right to 
receive the dividends is established, it is probable that the economic benefits 
associated with the dividend will flow to the entity, the dividend does not represent 
a recovery of part of cost of the investment and the amount of dividend can be 
measured reliably. 
 
Impairment of financial assets 
 
The Company applies the expected credit loss model for recognizing impairment loss 
on financial assets measured at amortized cost, debt instruments at FVTOCI, lease 
receivables, trade receivables, other contractual rights to receive cash or other 
financial asset, and financial guarantees not designated as at FVTPL. 
Expected credit losses are the weighted average of credit losses with the respective 
risks of default occurring as the weights. Credit loss 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 (i.e. all cash shortfalls), 
discounted at the original effective interest rate (or credit-adjusted effective interest 
rate for purchased or originated credit-impaired financial assets). The Company 
estimates cash flows by considering all contractual terms of the financial instrument 
(for example, prepayment, extension, call and similar options) through the expected 
life of that financial instrument. 
 
The Company measures the loss allowance for a financial instrument at an amount 
equal to the lifetime expected credit losses if the credit risk on that financial 
instrument has increased significantly since initial recognition. If the credit risk on a 
financial instrument has not increased significantly since initial recognition, the 
Company measures the loss allowance for that financial instrument at an amount 
equal to 12-month expected credit losses. 12-month expected credit losses are 
portion of the life-time expected credit losses and represent the lifetime cash 
shortfalls that will result if default occurs within the 12 months after the reporting 
date and thus, are not cash shortfalls that are predicted over the next 12 months. 
 
If the Company measured loss allowance for a financial instrument at lifetime 
expected credit loss model in the previous period but determines at the end of a 
reporting period that the credit risk has not increased significantly since initial 
recognition due to improvement in credit quality as compared to the previous period, 
the Company again measures the loss allowance based on 12-month expected credit 
losses. 
 
When making the assessment of whether there has been a significant increase in 
credit risk since initial recognition, the Company uses the change in the risk of a 
default occurring over the expected life of the financial instrument instead of the 
change in the amount of expected credit losses. To make that assessment, the 
Company compares the risk of a default occurring on the financial instrument as at 
the reporting date with the risk of a default occurring on the financial instrument as 
at the date of initial recognition and considers reasonable and supportable 
information, that is available without undue cost or effort, that is indicative of 
significant increases in credit risk since initial recognition. 
 
For trade receivables or any contractual right to receive cash or another financial 
asset that result from transactions that are within the scope of Ind AS 18, the 
Company always measures the loss allowance at an amount equal to lifetime 
expected credit losses. 
 
Further, for the purpose of measuring lifetime expected credit loss allowance for 
trade receivables, the Company has used a practical expedient as permitted under 
Ind AS 109. This expected credit loss allowance is computed based on a provision 
matrix which takes into account historical credit loss experience and adjusted for 
forward-looking information. 
 
This assessment is not based on any mathematical model but an assessment 
considering the nature of verticals, impact immediately seen in the demand outlook 



of these verticals and the financial strength of the customers in respect of whom 
amounts are receivable. In addition to the historical pattern of credit loss, we have 
considered the likelihood of increased credit risk and consequential default 
considering emerging situations due to COVID-19. 
 
The impairment requirements for the recognition and measurement of a loss 
allowance are equally applied to debt instruments at FVTOCI except that the loss 
allowance is recognized in other comprehensive income and is not reduced from the 
carrying amount in the balance sheet. 
 
De recognition of financial assets 
 
The Company derecognizes a financial asset when the contractual rights to the cash 
flows from the asset expire, or when it transfers the financial asset and substantially 
all the risks and rewards of ownership of the asset to another party. If the Company 
neither transfers nor retains substantially all the risks and rewards of ownership and 
continues to control the transferred assets, the Company recognizes its retained 
interest in the assets and an associated liability for the amounts it may have to pay. 
If the Company retains substantially all the risks and rewards of ownership of a 
transferred financial asset, the Company continues to recognize the financial asset 
and recognizes a collateralized borrowing for the proceeds received. 
 
On derecognition of a financial asset in its entirety, the difference between the 
asset’s carrying amount and the sum of the consideration received and receivable 
and the cumulative gain or loss that had been recognized in other comprehensive 
income and accumulated in equity is recognized in profit or loss if such gain or loss 
would have otherwise been recognized in profit or loss on disposal of that financial 
asset. 
 
On derecognition of a financial asset other than in its entirety (e.g. when the 
Company retains an option to repurchase part of a transferred asset), the Company 
allocates the previous carrying amount of the financial asset between the part it 
continues to recognize under continuing involvement, and the part it no longer 
recognizes on the basis of the relative fair values of those parts on the date of the 
transfer. The difference between the carrying amount allocated to the part that is no 
longer recognized and the sum of the consideration received for the part no longer 
recognized and any cumulative gain or loss allocated to it that had been recognized 
in other comprehensive income is recognized in profit or loss if such gain or loss 
would have otherwise been recognized in profit or loss on disposal of that financial 
asset. A cumulative gain or loss that had been recognized in other comprehensive 
income is allocated between the part that continues to be recognized and the part 
that is no longer recognized based on the relative fair values of those parts. 
 
 
 
 
 
 



Foreign exchange gains and losses 
The fair value of financial assets denominated in a foreign currency is determined in 
that foreign currency and translated at the spot rate at the end of each reporting 
period. 

•  For foreign currency denominated financial assets measured at amortized cost 
and FVTPL, the exchange differences are recognized in profit or loss except 
for those which are designated as hedging instruments in a hedging 
relationship. 

•  Changes in the carrying amount of investments in equity instruments at 
FVTOCI relating to changes in foreign currency rates are recognized in other 
comprehensive income. 

•  For the purposes of recognizing foreign exchange gains and losses, FVTOCI 
debt instruments are treated as financial assets measured at amortized cost. 
Thus, the exchange differences on the amortized cost are recognized in profit 
or loss and other changes in the fair value of FVTOCI financial assets are 
recognized in other comprehensive income. 

 
2.9 Financial liabilities and equity instruments 
 
Equity Instruments 
 
An equity instrument is any contract that evidences a residual interest in the assets 
of an entity after deducting all of its liabilities. Equity instruments issued by the 
entity are recognized at the proceeds received, net of direct issue costs. 
 
Repurchase of the company’s own equity instruments is recognized and deducted 
directly in equity. No gain or loss is recognized in profit or loss on the purchase, sale, 
issue or cancellation of the company’s own equity instruments. 
 
Financial liabilities 
 
All financial liabilities are subsequently measured at amortized cost using the 
effective interest method or at FVTPL. 
 
However, financial liabilities that arise when a transfer of a financial asset does not 
qualify for derecognition or when the continuing involvement approach applies, 
financial guarantee contracts issued by the Company, and commitments issued by 
the Company to provide a loan at below-market interest rate are measured in 
accordance with the specific accounting policies set out below. 
 
Financial liabilities at FVTPL 
 
Financial liabilities are classified as at FVTPL when the financial liability is either 
contingent consideration recognized by the Company as an acquirer in a business 
combination to which Ind AS 103 applies or is held for trading or it is designated as 
at FVTPL. 
 
 



A financial liability is classified as held for trading if: 
 

• it has been incurred principally for the purpose of repurchasing it in the near 
term; or 

• on initial recognition it is part of a portfolio of identified financial instruments 
that the Company manages together and has a recent actual pattern of short-
term profit-taking; or 

• it is a derivative that is not designated and effective as a hedging instrument. 
  
A financial liability other than a financial liability held for trading or contingent 
consideration recognized by the Company as an acquirer in a business combination 
to which Ind AS 103 applies, may be designated as at FVTPL upon initial recognition 
if: 

• such designation eliminates or significantly reduces a measurement or 
recognition inconsistency that would otherwise arise; 

• the financial liability forms part of a group of financial assets or financial 
liabilities or both, which is managed and its performance is evaluated on a fair 
value basis, in accordance with the Company’s documented risk management 
or investment strategy, and information about the grouping is provided 
internally on that basis; or 

• it forms part of a contract containing one or more embedded derivatives, and 
Ind AS 109 permits the entire combined contract to be designated as at 
FVTPL in accordance with Ind AS 109. 

 
Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising 
on remeasurement recognized in profit or loss. The net gain or loss recognized in 
profit or loss incorporates any interest paid on the financial liability and is included in 
the ‘Other income/Expense’ line item. 
 
However, for non-held-for-trading financial liabilities that are designated as at 
FVTPL, the amount of change in the fair value of the financial liability that is 
attributable to changes in the credit risk of that liability is recognized in other 
comprehensive income, unless the recognition of the effects of changes in the 
liability’s credit risk in other comprehensive income would create or enlarge an 
accounting mismatch in profit or loss, in which case these effects of changes in 
credit risk are recognized in profit or loss. The remaining amount of change in the 
fair value of liability is always recognized in profit or loss. Changes in fair value 
attributable to a financial liability’s credit risk that are recognized in other 
comprehensive income are reflected immediately in retained earnings and are not 
subsequently reclassified to profit or loss. 
 
Gains or losses on financial guarantee contracts and loan commitments issued by the 
Company that are designated by the company as at fair value through profit or loss 
are recognized in profit or loss. 



 
 
Financial liabilities subsequently measured at amortized cost 
 
Financial liabilities that are not held-for-trading and are not designated as at FVTPL 
are measured at amortized cost at the end of subsequent accounting periods. The 
carrying amounts of financial liabilities that are subsequently measured at amortized 
cost are determined based on the effective interest method. Interest expense that is 
not capitalized as part of costs of an asset is included in the ‘Finance costs’ line item. 
 
The effective interest method is a method of calculating the amortized cost of a 
financial liability and of allocating interest expense over the relevant period. The 
effective interest rate is the rate that exactly discounts estimated future cash 
payments (including all fees and points paid or received that form an integral part of 
the effective interest rate, transaction costs and other premiums or discounts) 
through the expected life of the financial liability, or (where appropriate) a shorter 
period, to the net carrying amount on initial recognition. 
 
Financial guarantee contracts 
 
A financial guarantee contract is a contract that requires the issuer to make specified 
payments to reimburse the holder for a loss it incurs because a specified debtor fails 
to make payments when due in accordance with the terms of a debt instrument. 
 
Financial guarantee contracts issued by the Company are initially measured at their 
fair values and, if not designated as at FVTPL, are subsequently measured at the 
higher of: 

• the amount of loss allowance determined in accordance with impairment 
requirements of Ind AS 109; and 

•  the amount initially recognized less, when appropriate, the cumulative 
amount of income recognized in accordance with the principles of Ind AS 18. 

 
Foreign exchange gains and losses 
 
For financial liabilities that are denominated in a foreign currency and are measured 
at amortized cost at the end of each reporting period, the foreign exchange gains 
and losses are determined based on the amortized cost of the instruments and are 
recognized in ‘Other income/Expense’. 
 
The fair value of financial liabilities denominated in a foreign currency is determined 
in that foreign currency and translated at the spot rate at the end of the reporting 
period. For financial liabilities that are measured as at FVTPL, the foreign exchange 
component forms part of the fair value gains or losses and is recognized in profit or 
loss. 
 
  
 
 



Derecognition of financial liabilities 
 
The Company derecognizes financial liabilities when, and only when, the Company’s 
obligations are discharged, cancelled or have expired. An exchange between a 
lender of debt instruments with substantially different terms is accounted for as an 
extinguishment of the original financial liability and the recognition of a new financial 
liability. 
 
Similarly, a substantial modification of the terms of an existing financial liability 
(whether or not attributable to the financial difficulty of the debtor) is accounted for 
as an extinguishment of the original financial liability and the recognition of a new 
financial liability. The difference between the carrying amount of the financial liability 
derecognized and the consideration paid and payable is recognized in profit or loss. 
 
2.10 Valuation of Inventories 
 
Inventories are valued at lower of cost or net realisable value after providing for 
obsolescence wherever necessary. 
 
Cost is determined on weighted average basis. Net realisable value is the estimated 
selling price in the ordinary course of business, less estimated costs of completion 
and estimated costs necessary to make the sale. 
 
2.11 Translation of Foreign Currency Transactions: 
 
In preparing the financial statements of the company, transactions in currencies 
other than the entity’s functional currency (foreign currencies) are recognised at the 
rates of exchange prevailing at the dates of the transactions. At the end of each 
reporting period, monetary items denominated in foreign currencies are retranslated 
at the rates prevailing at that date. Non-monetary items carried at fair value that are 
denominated in foreign currencies are retranslated at the rates prevailing at the date 
when the fair value was determined. Non-monetary items that are measured in 
terms of historical cost in a foreign currency are not retranslated 
 
Exchange differences on monetary items are recognised in profit or loss in the 
period in which they arise. 
 
2.12 Recognition of Revenue 
 
Revenue is measured at the fair value of the consideration received or receivable. 
Amounts disclosed as revenue are net of sales returns, trade allowances and 
rebates. The company recognises revenue when the amount of revenue can be 
reliably measured, it is probable that future economic benefits will flow to the entity 
and specific criteria have been met for each of the company’s activities as described 
below. The company bases its estimates on historical results, taking into 
consideration the type of customer, the type of transaction and the specifics of each 
arrangement. 
 



The company uses the percentage-of-completion method in accounting for its fixed-
price contracts relating to job work charges and delivery of products at work in 
progress stage. Use of the percentage-of-completion method requires the company 
to estimate the services performed to date as a proportion of the total services to be 
performed. 
 
Royalty revenue is recognised on an accrual basis in accordance with the substance 
of the relevant agreement provided that it is probable that the economic benefits will 
flow to the company and the amount of revenue can be measured reliably. Royalty 
arrangements that are based on production, sales and other measures are 
recognised by reference to the underlying arrangement. 
 
Dividend income from investments is recognised when the shareholder’s right to 
receive payment has been established provided that it is probable that the economic 
benefits will flow to the company and the amount of income can be measured 
reliably. 
 
Interest income from a financial asset is recognised when it is probable that the 
economic benefits will flow to the company and the amount of income can be 
measured reliably. Interest income is accrued on a time basis, reference to principal 
outstanding and at the effective interest rate applicable, which is the rate that 
exactly discounts estimated future cash receipts through the expected life of the 
financial asset to that asset’s net carrying amount on initial recognition. 
 
Export incentives are recognised when the right to receive payment/credit is 
established and no significant uncertainty as to measurability or collectability exists. 
Revenue from carbon credits / REC entitlements are recognised on delivery thereof 
or sale of rights therein, as the case may be, in terms of the contract with the 
respective buyer. 
 
2.13 Borrowing costs 
 
Borrowing costs directly attributable to the acquisition, construction or production of 
qualifying assets, which are assets that necessarily take a substantial period of time 
to get ready for their intended use or sale, are added to the cost of those assets, 
until such time as the assets are substantially ready for their intended use or sale. 
 
2.14 Dividends 
 
Final dividend on shares are recorded as a liability on the date of approval by the 
shareholders at the annual general meeting and interim dividend are recorded as a 
liability on the date of declaration by the Company’s Board of Directors. 
 
2.15 Earnings per Share: 
 
Basic Earning per share is calculated by dividing the Net Profit after tax attributable 
to the equity shareholders by the weighted average number of Equity Shares 
outstanding during the year. 



  
2.16 Employee Benefits: 
 
Short term employee benefits 
 
A liability is recognised for benefits accruing to employees in respect of wages and 
salaries, annual leave and sick leave in the period the related service is rendered at 
the undiscounted amount of the benefits expected to be paid in exchange for that 
service. Liabilities recognised in respect of short-term employee benefits are 
measured at the undiscounted amount of the benefits expected to be paid in 
exchange for the related service. 
 
Defined Contribution Plans 
 
Payments to defined contribution retirement benefit plans are recognised as an 
expense when employees have rendered service entitling them to the contributions. 
 
Defined Benefit Plans 
 
For defined retirement benefit plans, the cost of providing benefits is determined 
using the projected unit credit method which considers each period of service as 
giving rise to an additional unit of benefit entitlement and measures each unit 
separately to build up the final obligation, with actuarial valuations being carried out 
at the end of each annual reporting period. Remeasurement, comprising actuarial 
gains and losses, the effect of changes to the asset ceiling (if applicable) and the 
return on plan assets (excluding net interest), is reflected immediately in the balance 
sheet with a charge or credit recognised in other comprehensive income in the 
period in which they occur. Remeasurement recognised in other comprehensive 
income is reflected immediately in retained earnings and is not re classified to profit 
or loss. Past services cost is recognised in profit or loss in the period of plan 
amendment. Net interest is calculated by applying the discount rate at the beginning 
of the period to the net defined benefit liability or asset. Defined benefit costs are 
categorised as service cost (including current service cost, past service cost, as well 
as gains and losses on curtailments and settlements); net interest expense or 
income and remeasurement. The company presents the first two components of 
defined benefit costs in profit or loss in the line item ‘Employee benefits expense’. 
Curtailment gains and losses are accounted for as past service costs. The retirement 
benefit obligation recognised in the balance sheet represents the actual deficit or 
surplus in the company’s defined benefit plans. Any surplus resulting from this 
calculation is limited to the present value of any economic benefits available in the 
form of refunds from plans or reductions in future contributions to the plans. A 
liability for a termination benefit is recognised at the earlier of when the entity can 
no longer withdraw the offer of the termination benefit and when the entity 
recognises any related restructuring costs. 
 
 
 
 



2.17 Research and Development 
Revenue expenditure incurred on Research and Development activities are 
expensed. Fixed assets relating to Research and Development are capitalised and 
depreciation provided thereon. 
 
2.18 Taxes on Income 
 
Income tax expense comprises current and deferred income tax. 
 
Current Tax 
 
Current income tax for current and prior periods is recognised at the amount 
expected to be paid to or recovered from the tax authorities, using the tax rates and 
tax laws that have been enacted or substantively enacted by the end of the 
reporting date. The company offsets current tax assets and current tax liabilities, 
where it has a legally enforceable right to set off the recognised amounts and where 
it intends either to settle on a net basis, or to realise the asset and settle the liability 
simultaneously. The income tax provision for the interim period is made based on 
the best estimate of the annual average tax rate expected to be applicable for the 
full financial year. 
 
Deferred Tax 
 
“Deferred tax is recognised on temporary differences between the carrying amounts 
of assets and liabilities in the financial statements and the corresponding tax bases 
used in the computation of taxable profit. Deferred tax liabilities are generally 
recognised for all taxable temporary differences. Deferred tax assets are generally 
recognised for all deductible temporary differences to the extent that it is probable 
that taxable profits will be available against which those deductible temporary 
differences can be utilised. Such deferred tax assets and liabilities are not recognised 
if the temporary difference arises from the initial recognition (other than in a 
business combination) of assets and liabilities in a transaction that affects neither 
the taxable profit nor the accounting profit. In addition, deferred tax liabilities are 
not recognised if the temporary difference arises from the initial recognition of 
goodwill. 
 
The carrying amount of deferred tax assets / liabilities is reviewed at the end of each 
reporting period and reduced to the extent that it is no longer probable that 
sufficient taxable profits will be available to allow all or part of the asset to be 
recovered. 
 
Deferred tax liabilities and assets are measured at the tax rates that are expected to 
apply in the period in which the liability is settled or the asset realised, based on tax 
rates (and tax laws) that have been enacted or substantively enacted by the end of 
the reporting period. 
The measurement of deferred tax liabilities and assets reflects the tax consequences 
that would follow from the manner in which the company expects, at the end of the 
reporting period, to recover or settle the carrying amount of its assets and liabilities. 



Current and Deferred Tax for the year 
 
Current and deferred tax are recognised in profit or loss, except when they relate to 
items that are recognised in other comprehensive income or directly in equity, in 
which case, the current and deferred tax are also recognised in other comprehensive 
income or directly in equity respectively. 
 
2.19 Provisions, contingent liabilities and contingent assets 
 
Provisions involving substantial degree of estimation in measurement are recognised 
when there is a present obligation as a result of past events and it is probable that 
there will be an outflow of resources. Contingent liabilities / assets are not 
recognised but are disclosed in the notes to financial statements when an inflow of 
economic benefits is probable. Provisions, contingent liabilities are reviewed at each 
balance sheet date and adjusted to reflect the current best estimate. 
 
The amount recognised as a provision is the best estimate of the consideration 
required to settle the present obligation at the end of the reporting period, taking 
into account the risks and uncertainties surrounding the obligation. When a provision 
is measured using the cash flows estimated to settle the present obligation, its 
carrying amount is the present value of those cash flows (when the effect of the 
time value of money is material). 
 
Present obligations, legal or constructive, arising under onerous contracts are 
recognised and measured as provisions. 
 
An onerous contract is considered to exist where the company has a contract under 
which the unavoidable costs of meeting the obligations under the contract exceed 
the economic benefits expected to be received from the contract. 
 
Provisions for the expected cost of warranty obligations are recognised at the date 
of sale of the relevant products, at the management’s best estimate of the 
expenditure required to settle the company’s obligation. 
 
2.20 Cash Flow Statement and Cash and Cash equivalents 
 
Cash Flows are reported using the Indirect method, whereby profit before tax is 
adjusted for the effects of transactions of a non-cash nature, any deferrals or 
accruals of past or future operating cash receipts or payments and items of income 
or expense associated with investing or financing cash flows. Cash and cash 
equivalents include cash on hand and balances with banks in current and deposit 
accounts. 
 
2.21 Segment Reporting 
 
An operating segment is a component of the company that engages in business 
activities from which it may earn revenues and incur expenses, including revenues 
and expenses that relate to transactions with any of the company’s other 



components, and for which discrete financial information is available. All operating 
segments’ operating results are reviewed regularly by the company’s Chief Executive 
Officer (CEO), who is the Chief Operating Decision Maker (CODM), to make decisions 
about resources to be allocated to the segments and assess their performance. 
Information reported to the CODM for the purpose of resource allocation and 
assessment of segment performance focuses on the type of goods or services 
delivered or provided. 
 
The company has three reportable segments, viz., Textile Machinery Division, the 
Machine Tool Division / Foundry and the Advanced Technology Centre, which are 
the company’s strategic business units. These business units offer different products 
and services and are managed separately because they require different technology 
and marketing strategies. For each of these business units, the company’s CODM 
reviews internal management reports. Performance is measured based on segment 
profit before tax, as included in the internal management reports, that are reviewed 
by the company’s CODM. Segment profit is used to measure performance as 
management believes that such information is the most relevant in evaluating the 
results of certain segments relative to other entities that operate within these 
industries. Inter-segment pricing is determined on arm’s length basis. 
 
2.22 Leases 
 
Assets given on leases where substantial risks and rewards incidental to ownership 
of the asset are not transferred to the lessee are classified as operating leases. 
Lease income from such operating leases is recognised on straight line basis over 
the lease term. Depreciation on such leased assets is charged as per the normal 
depreciation policy of the company for similar assets. Initial direct costs incurred in 
negotiating and arranging an operating lease are added to the carrying amount of 
the leased asset and recognised on a straight-line basis over the lease term. 
 
3. Critical accounting judgments and key sources of estimation 
uncertainty 
 
The preparation of the financial statements in conformity with Ind AS requires 
management to make estimates, judgments and assumptions. These estimates, 
judgments and assumptions affect the application of accounting policies and the 
reported amounts of assets and liabilities, the disclosures of contingent assets and 
liabilities at the date of the financial statements and reported amounts of revenues 
and expenses during the period. Application of accounting policies that require 
critical accounting estimates involving complex and subjective judgments and the 
use of assumptions in these financial statements have been disclosed in note. 
Accounting estimates could change from period to period. Actual results could differ 
from those estimates. Appropriate changes in estimates are made as management 
becomes aware of changes in circumstances surrounding the estimates. Changes in 
estimates are reflected in the financial statements in the period in which changes are 
made and,if material, their effects are disclosed in the notes to the financial 
statements. 



The estimates and underlying assumptions are reviewed on an ongoing basis. 
Revisions to accounting estimates are recognised in the period in which the estimate 
is revised if the revision affects only that period, or in the period of the revision and 
future periods if the revision affects both current and future periods. 
 
Information about such estimates and judgments are included in the relevant notes 
together with the basis of calculation for relevant line item in the financial 
statements. Estimates and judgments are based on historical experience and other 
factors, including expectations of future events that may have a financial impact on 
the company and that are believed to be reasonable under the circumstances. 


