SIMS,

Deloitte Touche Tohmatsu

INDEPENDENT AUDITORS’ REPORT
TO THE SHAREHOLDERS OF AUSSEE OATS MILLING (PVT) LTD

Report on the Financial Statements

We have audited the accompanying financial statements of Aussee Oats Milling (Pvt) Ltd, (“the Company™), which
comprise the statement of financial position as at 31 March 20135, and statement of comprehensive income, statement of
changes in equity and statement of cash flows for the eleven months period then ended, and a summary of significant
accounting policies and other explanatory information.

Board’s Responsibility for the Financial Statements

The Board of Directors (Board) is responsible for the preparation of these financial statements that give a true and fair
view in accordance with Sri Lanka Accounting Standards, and for such internal control as Board determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Sri Lanka Auditing Standards. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of the financial statements that give a true and fair view in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by Board, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the Company as at 31 March
2015 and of its financial performance and cash flows for the eleven months period then ended in accordance with Sri
Lanka Accounting Standards.

Report on Other Legal and Regulatory Requirements
As required by section 163 (2) of the Companies Act No. 07 of 2007, we state the following:

a) The basis of opinion and scope and limitations of the audit are as stated above

b) In our opinion:
- We have obtained all the information and explanations that were required for the audit and, as far as appears
from our examination, proper accounting records have been kept by the company,
the financial statements of the Company, comply with the requirements of section 151 of the Companies Act

SIJMS ASSOCIATES
Chartered Accountants
Colombo

12 May 2015

P. E. A. Jayewickreme, M. B. Ismail, Ms. A. M. J. Patrick, M
G. J. David, Ms. F. M. Marikkar, Ms. M. 5. J. Henry, Ms. A. U. M. Kept



AUSSEE OATS MILLING (PVT) LTD
STATEMENT OF COMPREHENSIVE INCOME
FOR THE ELEVEN MONTHS PERIOD ENDED 31°" MARCH 2015

11 Months Ended

31.03.2015
Note Rs.

Pre-operational expenses (6,790,730)
Other income 4 202,900
Finance cost 5 (19,722,696)
Loss before taxation 6 (26,310,526)
Taxation Ff -
Loss for the period (26,310,526)

The accounting policies and notes from 1 to 20 form an integral part of these financial statements.



AUSSEE OATS MILLING (PVT) LTD
STATEMENT OF FINANCIAL POSITION AS AT 31°" MARCH 2015

Assets

Non Current Assets

Property, plant & equipment

Lease hold property - Right to use lease land
Capital work in progress

Current Assets

Deposits, advances & prepayments
Recivables

Cash and cash equivalents

Total current assets

Total Assets

Equity and Liabilities
Capital and Reserves
Stated capital
Accumulated loss
Total Equity

Non Current Liabilities
Interest bearing borrowings

Current Liabilities
Amounts due to director
Payables

Total current liabilities

Total Equity and Liabilities

Note

10

11
12
13

14

15

16
17

31.03.2015
Rs.

1,802,982
25,598,531
892,117,378

919,518,891

267,223,375
1,406,631
127,939,372

396,569,377

1,316,088,268

234,043,770
(26,310,526)

207,733,244

1,066,880,051

17,955,000
23,519,973

41,474,973

1,316,088,268

I certify that the financial statements comply with the requirements of the Companies Act No 07 of 2007.

Head of finance

The Board of Directors is responsible for the preparation and presentation of these financial statements. Approved

and signed for and on behalf of the Board of Directors by the following on 12™ May 2015.

Director

The accounting policies and notes from 1 to 20 form an integral part of these financial statements.

Director



AUSSEE OATS MILLING (PVT) LTD
STATEMENT OF CHANGES IN EQUITY
FOR THE ELEVEN MONTHS PERIOD ENDED 31°" MARCH 2015

Stated Accumulated Total
Capital Loss
Rs. Rs. Rs.
Shares issued 234,043,770 - 234,043,770
Loss for the period - (26,310,526) (26,310,526)
Balance as at 31.03.2015 234,043,770 (26,310,526) 207,733,244

The accounting policies and notes from 1 to 20 form an integral part of these financial statements.



AUSSEE OATS MILLING (PVT) LTD
STATEMENT OF CASH FLOWS

FOR THE ELEVEN MONTHS PERIOD ENDED 31°" MARCH 2015

Cash Flows from Operating Activities
Net loss before tax

Adjustements for
Depreciation
Amortization
Operating profit before working capital changes

Changes in Working Capital

Increase in deposits, advances and prepayments
Increase in receivables

Increase in amounts due to directors

Increase in payables

Net cash flows used in operating activities

Cash Flows from Investing Activities -
Purchase of property, plant and equipment
Additions to capital work in progress

Upfront payment in aquiring leasehold rights
Net cash flows used in investing activities

Cash Flows from Financing Activities
Proceeds from issue of shares
Loan obtained

Net cash flows generated from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

Cash and cash equivalents comprises of
Cash in hand and at bank

11 Months Ended

31.03.2015
Rs.

(26,310,526)

192,554
497,059

(25,620,913)

(267,223,375)
(1,406,631)
17,955,000
23,519,973

(252,775,946)

(1,995,536)
(892,117,378)
(26,095,590)

(920,208,504)

234,043,770
1,066,880,051

1,300,923,821

127,939,372

127,939,372

127,939,372

The accounting policies and notes from 1 to 20 form an integral part of these financial statements.



1.2

1.3

1.4

2.1

2.2

2.3

AUSSEE OATS MILLING (PVT) LIMITED.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE ELEVEN MONTHS PERIOD ENDED 31°" MARCH 2015

Corporate Information

Domicile and Legal Form

Aussee Oats Milling (Pvt) Ltd. is a private limited liability Company incorporated and domiciled in
Sri Lanka. The registered office and the principal place of business of the Company are located at 28,
BOI EPZ, Mirigama, Sri Lanka.

Principal Activities and Nature of Operations
Principal activity of the company is to construct an Oats mill plant and to produce oats based

products.

Ultimate Parent Entity
In the opinion of the Directors, the Company’s ultimate parent undertaking and the controlling party

is Future Consumer Enterprise Limited, which is incorporated in India.

Date of Authorization for Issue
The financial statements of the company for the period ended 31* March 2015 were authorized for

issue by the board of directors on 12" May 2015.

Basis of preparation

These financial statements have been prepared on a going concern basis and in compliance with the
Sri Lanka Accounting Standards issued by The Institute of Chartered Accountants of Sri Lanka. All
values appearing in the financial statements are presented in Sri Lanka Rupees (Rs.). The basis of
measurement used is the historical cost basis, except where otherwise stated in the accounting policies
below.

Functional and Presentation Currency

The financial statements are presented in Sri Lankan Rupees, which is the Company’s functional and
presentation currency. All financial information presented has been rounded to the nearest rupee,
unless otherwise stated.

Foreign Currency Transactions and Balances

All foreign currency transactions are converted to Sri Lankan Rupees which is the Company’s
functional & reporting currency, using the rates of exchange prevailing at the time the transactions
were effected. Monetary assets and liabilities denominated in foreign currencies at the financial
position date are translated to Sri Lankan Rupee equivalent using the spot foreign exchange rate as at
the year end. All exchange differences arising on such transactions are charged to the statement of
comprehensive income.

Presentation of Financial Statements

The items presented in the statement of financial position are grouped by nature and listed in an order
that reflects their relative liquidity and maturity pattern. No adjustments have been made for
inflationary factors affecting the financial statements.

In compliance with Section 3 of SLFRS for SMEs (Financial Statement Presentation), each material
class of similar items is presented separately in the financial statements. Items of dissimilar nature or
functions too are presented separately unless they are immaterial. Financial assets and financial
liabilities are offset and the net amount reported in the statement of financial position only when there
is a legally enforceable right to offset the recognized amounts and there is an intention to settle on a
net basis, or to realize the assets and settle the liability simultaneously. Income and expenses are not
offset in the statement of comprehensive income unless required or permitted by accounting standards
or interpretations, and is specifically disclosed in the accounting policies.
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2.5

2.6

3.1

3.2

3.3

3.4

Statement of Cash Flows

The cash flow statement has been prepared by using ‘The Indirect Method’ in accordance with the
Section 7 of SLFRS for SMEs (Statement of Cash Flows), whereby gross cash receipts and gross cash
payments of operating activities, finance activities and investing activities have been recognized. Cash
and cash equivalents comprise short term, highly liquid investments that are readily convertible to
known amounts of cash and are subject to an insignificant risk of changes in value.

Use of Estimates and judgments

The preparation of Financial Statement in conformity with SLFRS s requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from those
estimates and judgmental decisions.

Estimates and assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized 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.

Going Concern

The Directors have made an assessment of the Company’s ability to continue as a going concern and
are satisfied that it has the resources to continue in business for the foreseeable future. Furthermore,
Board is not aware of any material uncertainties that may cast significant doubt upon the Company’s
ability to continue as a going concern and they do not intend either to liquidate or to cease operations
of the Company. Therefore, the financial statements continue to be prepared on the going concern
basis.

Summary of Significant Accounting Policies

Other Income
Other income is recognised on accrual basis. Gains and losses on the disposal of property, plant and
equipment have been accounted for in the statement of comprehensive income.

Expenditure Recognition
Expenses are recognized in the statement of comprehensive income on the basis of a direct association
between the cost incurred and the earning specific items of income.

For the purpose of presentation of the statement of comprehensive income the “function of expenses™
method has been adopted on the basis that it presents fairly the elements of the company.

All expenditure incurred in the running of the business and in maintaining the capital assets in a state
of efficiency has been charged to revenue in arriving at the loss for the year.

Borrowing cost

Borrowing costs that are directly attributable to the acquisition, construction or production of the
plants are capitalized and other borrowing costs are recognized in the statement of comprehensive
income using the effective interest rate method.

Taxation

Pursuant to the agreement dated 14th August 2014 entered into with the Board of Investment of Sri
Lanka under section 17 of the Board of Investment Law, the Company is exempt from income tax
arising from the business of the exportation of oats based products, for a period of 9 years from the
year in which the enterprise commences to make profits or any year of assessment not later than two
years from the date on which the enterprise commences commercial operations, whichever is earlier,
as may be specified in a certificate issued by the board. After the expiration of the tax exemption
period, the profits and income of the enterprise shall, be charged at the rate specified in the Inland
Revenue Act No. 10 of 2006 and amendments thereto. However, other income is taxed at the
applicable tax rate.
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3.6

Property, Plant & Equipment

a)

b)

<)

d)

e)

Recognition

Property, plant & equipment are tangible items that are held for servicing, or for administrative
purposes and are expected to be used during more than one period. Property, plant & equipment
are recognized if it is probable that future economic benefits associated with the asset will flow to
the company and cost of the asset can be reliably measured.

Measurement
Items of property, plant & equipment are measured at cost or at fair value less accumulated
depreciation and accumulated impairment losses.

The cost of property, plant & equipment includes expenditures that directly attributable to the
acquisition of the asset. The cost of self-constructed assets includes the cost of materials and
direct labour, any other costs or dismantling and removing the items and restoring the site on
which they are located.

When parts of and item of property, plant & equipment have different useful lives, they are
accounted for as separate items (major components) of property, plant & equipment

Subsequent cost

Subsequent costs are included in the asset’s carrying amount recognized as a separate asset, as
appropriate, only when it is probable that future economic benefit associated with the item will
flow to the company and the cost of the item can be measured reliably. The cost of the day to-day
servicing of property, plant & equipment are recognized in the statement of comprehensive
income.

Impairment

Carrying amount of property, plant & equipment are reviewed for impairment whenever events or
changes in circumstance indicate that the carrying amount may not be recoverable. An asset’s
carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

De-recognition

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on derecognizing
of the assets (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the statement of comprehensive income in the year the asset is
derecognized.

Depreciation
Depreciation is recognized in the statement of comprehensive income on a straight-line basis on
the cost or the amount substituted for cost of all PP&E in order to allocate depreciable amounts
over the estimated useful life of such assets.

Estimated Useful Life (Years)

Plant and Machinery 4
Furniture and Fittings
Motor Vehicles
Office Equipment
Computer Equipment

NV

Leasehold Property — Rights to Use the Leasehold Land

The land obtained on lease is classified as an operating lease and annual payments made on such
arrangement is recognized as an expense in the statement of comprehensive income. The upfront fee
paid in obtaining the land is amortized over the lease period of thirty five years.



3.7

3.8

3:9

3.10

3.1
3.11.1

3.12

3.13

Capital Work in Progress
The expenses incurred on constructing the milling plant are capitalized, if such expenses are directly
attributable to the construction.

Advances paid on machinery and civil construction work are classified as advance under current
assets, until such time, that the machinery have arrived to the site or progress bills relating to the
completed work are received. Once machinery is received and civil construction work is completed,
cost of the same will be transferred to the capital work in progress.

Impairment of non-financial assets

At each reporting date, property are reviewed to determine whether there is any indication that those
assets have suffered an impairment loss. If there is an indication of possible impairment, the
recoverable amount of any affected asset (or group of related assets) is estimated and compared with
its carrying amount. If the estimated recoverable amount is lower, the carrying amount is reduced to
its estimated recoverable amount, and an impairment loss is recognised immediately in profit or loss.

If an impairment loss for a non-financial asset other than goodwill subsequently reverses, the carrying
amount of the asset (or group of related assets) is increased to the revised estimate of its recoverable
amount, but not in excess of the amount that would have been determined had no impairment loss
been recognised for the asset (or group of related assets) in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss.

Financial assets

Receivables are initially recognised at the transaction price. At the end of each reporting period, the
carrying amounts of receivables are reviewed to determine whether there is any objective evidence
that the amounts are not recoverable. If so, an impairment loss is recognised immediately in profit or
loss.

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term
highly liquid investments with original maturities of three months or less, and bank overdrafts.

Stated Capital
Ordinary shares are classified as equity.

Equity instruments are measured at the fair value of the cash or other resources received or receivable,
net of the direct costs of issuing the equity instruments. If payment is deferred and the time value of
money is material, the initial measurement is on a present value basis.

Employee Retirement Benefits
Defined Contribution Plan

Employees’ Provident Fund
The company and employees contribute 12% and 8% respectively on the salary of each employee to
the approved Provident Fund.

Employees’ Trust Fund
The company contributes 3% of the salary of each employee to the Employees’ Trust Fund.

Financial Liabilities
Financial liabilities are initially recognised at the transaction price (including transaction costs). Trade
payables are obligations on the basis of normal credit terms and do not bear interest.

Interest Bearing Liabilities

Interest bearing liabilities are initially measured at transaction price and are subsequently measured at
amortized cost using the EIR method. Amortized cost is calculated by taking into account any
discount or premium on the issue and other costs, that are an integral part of the EIR.



3.14

3.15

3.16

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a
result of a past event, it is probable that the Company will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the statement of financial position date, taking into account the risks and
uncertainties surrounding the obligation. Where 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 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 an asset if it is virtually certain that reimbursement
will be received and the amount of the receivable can be measured reliably.

Capital Commitments and Contingencies
Capital commitments and contingent liabilities as at the reporting date are disclosed in the respective

notes to the financial statements.

Events after the reporting period
All material events after the reporting period have been considered and where necessary adjustments

have been made in the financial statements.



11 Months Ended

31.03.2015
Rs.

Other Income
Scrap sales 202,900
Finance Cost
Exchange loss 19,270,675
Bank charges 452,021

19,722,696
Loss Before Taxation
Loss before taxation is stated after charging all expenses including the following:
Depreciation 192,554
Leasehold right amortization 497,059
Auditor's remuneration 223,763

Taxation

Pursuant to the agreement dated 14th August 2014 entered into with the Board of Investment of Sri Lanka
under section 17 of the Board of Investment Law, the Company is exempt from income tax arising from
the business of the exportation of oats based products, for a period of 9 years from the year in which the
enterprise commences to make profits or any year of assessment not later than two years from the date on
which the enterprise commences commercial operations, which ever is earlier, as may be specified in a
certificate issued by the board. After the expiration of the tax exemption period, the profits and income of
the enterprise shall, be charged at the rate specified in the Inland Revenue Act No. 10 of 2006 and
amendments thereto. However, other income is taxed at the applicable tax rate.

10
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Lease Hold Property - Right to Use Lease Land

Leasehold Land Total
Rs. Rs.

Cost

Additions during the period 26,095,590 26,095,590
Balance as at 31.03.2015 26,095,590 26,095,590
Accumulated Amortization

Amortization during the period 497,059 497,059
Balance as at 31.03.2015 497,059 497,059
Carrying Value 25,598,531 25,598,531

The right to use the leasehold land includes the upfront cost incurred in obtaining the land in Mirigama
Export Zone from the Board of Investment of Sri Lanka for a period of 35 years commencing from 14th
August 2014. The said cost is amortized over a period of 35 years and charged to the statement of

comprehensive income.

Capital Working Progress

Cons(t:r'-:]cltiuns Machinery Total
Rs. Rs. Rs.
Cost
Additions during the period 237,839,185 654,278,193 892,117,378
Balance as at 31.03.2015 237,839,185 654,278,193 892,117,378

The construction of the site is expected to be completed by the 10" of April 2015.

31.03.2015
Rs.
Deposits, Advances & Prepayments
Deposits 286,000
Advances to machniery suppliers 265,326,492
Prepaid rent 1,610,883

267,223,375

Receivables
VAT receivable 800,231
Cash margin 606,400

1,406,631




13.

14.

15.

16.

Cash and Cash Equivalents
State Bank of India C/A -LKR
State Bank of India C/A -USD
Fixed deposit

Cash in hand

Stated Capital
23,404,377 issued and fully paid shares

Interest Bearing Borrowings

Punjab National Bank International Ltd.
FCEL - SIA Account

SVA India - SIA Account

Details of borrowings: -

Punjab National Bank International Ltd.

Interest rate:- 4.9% + LIBOR

Repayment period of loan:- September 2015-March 2020
Securities - All the shares issued

SVA India - SIA Account
Interest rate:- 12%
Repayment period of loan:- September 2018-March 2020

FCEL - SIA Account
Interest rate:- 12% unsecured
Repayment date:- 12 October 2017 subject to the demand from the lender

Amounts Due to Director
Mr. Vinod Gupta

Mr. Abhinav Gupta

Mr. Raghav Gupta

31.03.2015
Rs.

1,153,051
83,674,477
43,080,800

31,044

127,939,372

234,043,770

831,786,393
116,653,658
118,440,000

1,066,880,051

31.03.2015
Rs.

11,250,000
3,352,500
3,352,500

17,955,000




31.03.2015

Rs.

17.  Payables
Board of Investment 30,000
Ceylon Electricity Board 25,000
Dialog Axiata PLC 27,323
Ceylinco Insurance PLC 458,899
Salary 1,081,366
EPF 171,720
ETF 25,758
PAYE 21,802
Security charges 116,000
SVA India Interest 3,092,765
Hiring charges 259,250
FCEL Interest 1,944,049
Telephone charges 10,278
Auditor's remuneration 223,763
International Building Systems Factory Lanka (PVT) Ltd. 9,422,000
Retention - IBSF 6,610,000

23,519,973

18.  Related Party Disclosures

18.1 Related Party Transactions
Name of Company Relationship Nature of Transaction

transaction value
Rs.

Future Consumer Enterprises Ltd. Parent company Loans obtained 116,653,658
SVA India Affiliate Loans obtained 118,440,000

18.2 Transactions with Directors and Other Key Management Personnel
Related parties include Key Management Personnel defined as those persons having authority and
responsibility for planning, directing and controlling activities of the company and its related companies.
Such key managerial persons include the board of directors of the company, key employees who are
holding directorship in other related companies and key executives who meet the criteria described.

Compensation to Key Management Personnel
Rs.
Short term employee benefits (consultancy fees) 17,955,000

19.  Capital Commitment and Contingent Liabilities
There were no capital commitments and contingent liabilities as at the end of the reporting period.

20. Events after the End of the Reporting Period

No material events have taken place after the end of the reporting period, which require adjustments to or
disclosure in the financial statements.

14



AUSSEE OATS MILLING (PVT) LTD
DETAILED NOTES TO THE FINANCIAL STATEMENTS
FOR THE ELEVEN MONTHS PERIOD ENDED 31°" MARCH 2015

Pre-operational expenses
License and registration

BOI charges

BOI water payment

Office expenses

Office upkeep

Postage and courier

Staff welfare

Medical expenses

Meal & tea expenses

Staff house rent

Printing and stationery
Security charges

Recruitment expenses
Company formation expenses
Computer maintainance charges
Car hiring charges

Staff house expenses
Electricity

Auditor's remuneration
Professional fees

Insurance

Ground rent - BOI
Depreciation

Amortization- leasehold rights

11 Months Ended
31.03.2015

Rs.

31,343
328,745
120,813
160,066

46,147

5,701

83,521

27,116

99,321
200,170
190,027
830,705
863,240
164,118

20,200
676,333

64,233
204,932
223,763
116,280
487,040

1,157,305
192,554
497,059

6,790,730




Capital Work In Progress
Civil construction

Salaries

Casual and other salaries
EPF 12%

ETF 3%

Bank charges

Consultation charges

BOI water connection

Local and foreign travel
Legal & professional fees
Stamp duty

PNB upfront fee

Clearing & forwarding charges
Samples and testing charges
Site clearing and mobilisation expenses
Telephone expenses
Conveyance

Office rent

NBT charges

Hiring charges

Loan interest

Electricity connection fee
Civil construction

Plant and machinery

Deposits

API Group of companies
Staff house

Container deposit
Other deposits

16

31.03.2015
Rs.

3,900,147
3,027,525
468,018
117,005
1,073,393
61,227,921
91,268
9,178,069
4,670,172
2,267,483
5,421,000
483,488
17,662
385,470
266,178
411,101
3,267,499
18,418,468
259,250
16,466,597
5,250,200
101,171,273

237,839,185
654,278,193

892,117,378

50.000
86,000
140,000
10,000

286,000






