KUNSTSTOFFE INDUSTRIES LIMITED

NOTES FORMING PARTS OF THE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31°" MARCH, 2012.

Note No. 1
A.  SIGNIFICANT ACCOUNTING POLICIES
1. GENERAL :

(@) The Accounts are prepared under the historical cost convention, in accordance
with the generally accepted accounting principles and the provision of the
Companies Act, 1956 as adopted consistently by the company.

(b) Accounting policies not specifically referred to otherwise are consistent with
generally accepted accounting principles followed.

2. FIXED ASSETS :

Fixed Assets are shown at Original cost of acquisition less accumulated
depreciation.

Fixed Assets are revalued as on 31.03.2012. The surplus arising from the
revaluation has been transferred to “Revaluation Reserve” and shown under
the head “Reserves & Surplus”. As the Fixed Assets were revalued on the last
day of the Balance sheet, no depreciation has been provided on Revalued
Figures.

3. DEPRECIATION :

Depreciation is provided on straight line basis applying the rates specified in
Schedule XIV of the Companies Act 1956 under straight line method:

0] In respect of assets acquired on 01.01.1994 and thereafter at revised
rates specified in the said Schedule vide Notification No 756 E dated
16.12.93 and as clarified in Circular No. 14 dated 20.12.1993 issued by
the Department of the Company Affairs.

(i) In respect of assets on hand as on 31.12.93 at the rates in force prior to
the abovementioned notification.

4, REVENUE RECOGNITION :

(@) In case of Sales of Goods — When the property and all significant risk
and rewards of ownership are transferred to the buyer or no significant
uncertainty exists regarding the amount of consideration that is derived
from the sale of goods. It excludes amounts recovered towards Sales
Tax.



(b) Interest — On a time proportion basis taking into account the
outstanding principal and the relative rate of interest.
TREATMENT OF EMPLOYEES BENEFITS :

Benefits payable to employees during their tenure of employment viz. Bonus,
Leave Encashment etc are accounted on cash basis.

Retirement benefits are accounted as and when the same become due for
payment.

TREATMENT OF CONTINGENT LIABILITIES AND CONTINGENT
GAINS :

The amount of Contingent losses are charged to the profit & loss Account on a
reasonable estimates basis, if it is probable that future event confirm that an
asset has been impaired or a liability has been incurred as at the Balance Sheet
date and contingent gains are not recognized in the accounts.

B. OTHER NOTES ON ACCOUNTS:

1.

Pursuant to reference made by the company, The Hon. Bench of BIFR, New
Delhi by their order dated 18.01.2007 declared your Company as Sick
Industry. Rehabilitation Scheme is under final stage of acceptance and it is
hoped to be approved soon.

The Company has revalued Fixed Assets, Investments and Loans &
Advances for the year ended 31.12.2007; Fixed Assets & Investments for
the year ended 31.03.2009 and Fixed Assets for the year ended 31.03.2012.
The Revaluation of the year ended 31.012.2007 has resulted into a loss of
Rs.14,79,06,784/- and the same has been debited to Profit & Loss Account
and shown below the line as “Extra Ordinary Items”. Similarly, the
Revaluation of the year ended 31.003.2009 has resulted into a Profit of
Rs.2,89,66,113/- and the same has been credited to Profit & Loss Account
as “Profit on Revaluation of Assets” and shown below the line. So also,
the Revaluation of the year ended 31.03.2012 has resulted into a Profit of
Rs.12,15,19,764/- and the same has been credited to the Revaluation
Reserve Account and shown in the Balance Sheet as at 31.03.2012 under
the head, Reserves & Surplus. At the time of earlier revaluations carried
out as on 31.12.2007 & 31.03.2009, the Gross Block was shown at
Revalued Figures instead of Cost. Hence the same has been rectified in
the year under consideration i.e. as at 31.03.2012 by replacing the Gross
Cost of the Assets deducting the loss on revaluation and adding the profit
on revaluation carried out as at 31.12.2007 & 31.03.2009 respectively. The
difference of Rs.4,48,55,306/- between the under depreciation provided on
reduced value of the said assets for the year commencing from 01.01.2008
to 31.03.2009 (i.e. for a period of 15 months) and the over depreciation
provided on the increased value of the said assets has been debited to the
Revaluation Reserve Account of the year under consideration viz.
31.03.2012.



The company has not ascertained liability towards payment of gratuity
and hence no provision has been made in the accounts.

Debtors and Creditors balances are subject to confirmations from the
parties.

In the opinion of the Board of Directors the Current Assets, Loans &
Advances except those shown as doubtful have a value on realisation in
the ordinary course of business at least equal to the amount at which
items are stated in the Balance Sheet.

Modvat credit of Excise duty taken on purchase of Raw Materials is not
included in the value of inventory of Raw Material. Also value of inventory of
finished goods does not include excise duty payable on manufacture. This has
no effect on the profit of the Company.

Figures of the previous year have been re-grouped / rearranged /reclassified
wherever necessary.
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