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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Pidilite Lanka (private) limited

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Pidilite Lanka (Private) Limited (“the Company”), which
comprise the statement of financial position as at March 31, 2026, and the statement of profit or loss
and other comprehensive income, statement of changes in equity and statement of cash flows for the
year then ended, and notes to the financial statements, including material accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Company as at March 31, 2026, and of its financial performance and its cash flows for the year
then ended in accordance with Sri Lanka Accounting Standards.

Basis for Opinion

We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the Code of Ethics for professional Accountants issued by CA Sri Lanka (Code of
Ethics) and we have fulfilled our other ethical responsibilities in accordance with the Code of Ethics.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our opinion,

Other Information

Management is responsible for the other information. These financial statements does not include the
other information.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with Sri Lanka Accounting Standards, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting

process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

A further description of the auditor’s responsibilities for the audit of the financial statements is located at
Sri Lanka Accounting and Auditing Standards website at:
http://slaasc.com/auditing/auditorsresponsibility.php. This description forms part of our auditor’s report.

Report on Other Legal and Regulatory Requirements

As required by section 163 (2) of the Companies Act No. 07 of 2007, 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.

KJWW\/—\

Chartered Accountants
Colombo, Sri Lanka
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PIDILITE LANKA (PRIVATE) LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 March,

Note
Revenue 5
Cost of sales
Gross profit
Distribution expenses
Administrative expenses
Results from operating activities
Net finance income/(cost) 7
Profit before tax expense 6
Tax expense 8
Profit for the year
Other comprehensive income/expense not to be re-classified to
profit or loss in subsequent periods (net of tax)
Actuarial loss from retirement benefit obligations 20
Deferred tax reversal/(charge) on actuarial losses 21

Other comprehensive expense for the year, net of tax

Total comprehensive income for the year

2026 2025
Rs. Rs.
2,370,295,082  2,323,892,078
(1,403,802,615) (1,312,848,603)
966,492,467 1,011,043,475
(288,064,776) (263,216,333)
(361,035,323) (380,854,311)
317,392,368 366,972,831
(27,699,456) 2,810,951
289,692,912 369,783,782
(85,240,750) (118,476,152)
204,452,162 251,307,630
(7,220,844) (2,450,156)
2,166,253 (735,047)
(5,054,591) (3,185,203)
199,397,571 248,122,427

The financial statements are to be read in conjunction with the related notes, which form an integral part of these

financial statements of the Company.



PIDILITE LANKA (PRIVATE) LIMITED
STATEMENT OF FINANCIAL POSITION

As at 31 March,

Assets

Non-current assets

Property, plant and equipment

Capital work-in-progress

Right-of-use assets

Intangible assets

Financial assets - fair value through other comprehensive income
Total non-current assets

Current assets

Inventories

Trade receivables

Other receivables

Amount due from related party
Cash and cash equivalents
Short term investments

Total current assets

Total assets

Equity and liabilities
Equity

Stated capital
Retained earnings
Total equity

Non-current liabilities
Retirement benefit obligations
Lease liabilities

Deferred tax liabilities

Total non-current liabilities

Current liabilities

Lease liabilities

Trade and other payables
Income tax payable
Amount due to related party
Accrued expenses

Total current liabilities
Total liabilities

Total equity and liabilities

Note

9.7
10
11
12

13
14
15
16
17
18

19

20
22
21

22
23
25
24

2026 2025
Rs. Rs.

363,762,196 361,995,085
19,295,215 17,655,942
74,723,704 63,728,726
269,734,861 278,222,818
4,000,000 4,000,000
731,515,976 725,602,571
404,823,425 418,816,995
487,715,822 473,375,669
175,361,562 91,258,641
2,623,749 2,741,023
59,301,949 54,880,976
203,082,059 194,355,098
1,332,908,566 1,235,428,402
2,064,424,542 1,961,030,972
875,318,163 875,318,163
619,446,942 588,560,603
1,494,765,105 1,463,878,766
31,896,265 22,134,951
77,075,710 68,134,084
74,890,683 86,122,824
183,862,658 176,391,859
15,583,965 5,102,833
144,468,816 82,208,683
29,044,434 45,198,853
167,563,943 135,781,328
29,135,621 52,468,650
385,796,779 320,760,347
569,659,437 497,152,206
2,064,424,542  1,961,030,972

The financial statements are to be read in conjunction with the related notes, which form an integral part of these financial

statements of the Company.

I certify that these financial statements are prepared in compliance 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 in accordance with

A

SrifLanka Accounting I [andards.
proved and signed for aind on behalf of the Board:

(A/\,fs_/\-rc'_/\ A,_.x\_.-__,n-\.ﬁ.—.

Director

29 April 2026
Colombo




PIDILITE LANKA (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY

Balance as at 01 April 2024

Profit for the year

Other comprehensive expense, net of tax
Dividend Paid

Balance as at 31 March 2025

Balance as at 01 April 2025

Profit for the year

Other comprehensive expense, net of tax
Dividend Paid

Balance as at 31 March 2026

Stated Retained
i . Total
capital earnings
Rs. Rs. Rs.
875,318,163 491,581,329 1,366,899,492
- 251,307,630 251,307,630
- (3,185,203) (3,185,203)
- (151,143,153) (151,143,153)
875,318,163 588.560,603 1,463,878,766
875,318,163 588,560,603 1,463,878,766
- 204,452,162 204,452,162
- (5,054,591) (5,054,591)
- (168,511,232) (168,511,232)
875,318,163 619,446,942 1,494,765,105

The financial statements are to be read in conjunction with the related notes, which form an integral part of these

financial statements of the Company.



PIDILITE LANKA (PRIVATE) LIMITED

STATEMENT OF CASH FLOWS 3
For the year ended 31 March, 2026 2025

Rs. Rs.
Cash flows from operating activities
Profit before tax expense 289,692,912 369,783,782
Adjustments for:
Depreciation for property, plant and equipment 27,038,614 24,711,792
Amortization for intangible assets 8,487,955 10,814,984
Amortization for right-of-use asset 12,067,606 9,914,830
Provision for retirement benefit obligations 4,488,289 3,913,891
Provision for impairment on slow moving inventories 11,442,501 214,452
Provision/(reversal) of impairment for trade receivables (35,356) 8,342,980
Provision of impairment for other receivables 3,368,839 -
Interest expense 13,201,370 13,867,884
Exchange Gain or Loss/ Unrealized 4,871,313 (480,025)
Market return provision (278,243) (2,889,456)
ESC write-off - 563,729
Operating profit before working capital changes 374,345,800 438,758,844
Changes in :
Inventories 2,551,069 (85,322,844)
Trade receivables (14,304,798) (107,946,374)
Other receivables (87,471,760) 11,961,308
Amount due from related parties 117,274 (117,274)
Trade and other payables 62,260,133 (25,242,255)
Amount due to related parties 31,782,615 (44,381,356)
Accrued expenses (23,054,782) 20,624,512
Cash generated from operations 346,225,551 208,334,560
Lease rentals paid during the year (19,209,893) (22,937,920)
Gratuity paid (1,947,819) (1,800,705)
Interest paid (2,502,616) (3,524,490)
Income Tax Paid (110,461,058) (91,933,011)
Dividend Paid (168,511,232) (151,143,153)
Net cash generated from/(used in) operations 43,592,933 (63,004,718)
Cash flows from investing activities
Purchases of property, plant and equipment (22,688,615) (27,735,383)
Purchase of capital work in progress (7,756,384) (17,655,942)
Proceeds received from/(invested in) short term investments (8,726,962) 59,644,902
Net cash used in investing activities (39,171,961) 14,253,578
Cash flows from financing activities
Net cash used in financing activities - -
Net increase/(decrease) in cash and cash equivalents 4,420,972 (48,751,141)
Cash and cash equivalents at the beginning of the year 54,880,977 103,632,118
Cash and cash equivalents at the end of the year 59,301,949 54,880,977

The financial statements are to be read in conjunction with the related notes, which from an integral part of these financial

statements of the Company.



PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

1. Corporate Information

1.1 Reporting entity

Pidilite Lanka (Private) Limited (“Company”), is a limited liability company incorporated and domiciled in Sri
Lanka. The registered office of the Company and the principal place of the business are located at No 63/1,
Dharmapala Mawatha, Colombo 07

1.2 Principal activities and nature of operations

The principal activities of the Company are manufacturing of adhesive products, importing and trading of such
products, and distributing to local customers. There were no significant changes in the nature of principal business
activities of the company during the financial year under review.

1.3 Parent enterprise and ultimate parent enterprise

The Company’s parent undertaking is Pidilite International PTE Limited, which is incorporated in Singapore as a
limited liability company and ultimate parent undertaking and controlling party is Pidilite Industries Limited, which
is incorporated in India.

1.4 Number of employees

The number of employees at the end of the year was 95. (2025 - 98)

2. Basis for preparation

2.1 Statement of compliance

The Financial Statements of the Company have been prepared in accordance with the Sri Lanka Accounting
Standards (the “Accounting Standards™), as issued by The Institute of Chartered Accountants of Sri Lanka (CA Sri
Lanka). The Accounting Standards comprise:

- Sri Lanka Financial Reporting Standards (“SLFRS”);

- Sri Lanka Accounting Standards (“LKAS”);

- Statements of Recommended Practices (SoRPs);

- Statement of Alternate Treatment (SoATs) and

- Financial Reporting Guidelines issued by the CA Sri Lanka.

2.2 Date of authorization of issue

The financial statements of the company for the year ended 31 March 2026 (including comparatives) were approved
& authorized for issue by the Board of Directors on 29 April 2026.

2.3 Basis of measurement

The financial statements of the Company have been prepared on the historical cost basis except for the following
material items in the statement of financial position

e Note 20 - The retirement benefit obligations are measured at the present value of the retirement benefit

obligations
e Note 12 — The financial assets — Fair value through other comprehensive income at the fair value



PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

2.4 Comparative information

The previous year figures and phrases have been reclassified whenever necessary to conform to current year

presentation.

2.5 Functional and presentation currency

The functional currency is the currency of the primary economic environment in which the entities of the company
operate.

The financial statements are presented in Sri Lankan Rupee (LKR), which are the functional currency and the
company’s presentation currency. All financial information presented in Rupee has been rounded to the nearest
Rupee unless stated otherwise.

2.6 Materiality and aggregation

As per LKAS 01 “Presentation of Financial Statement” each material class of similar items is presented separately
in the financial statements. Items of dissimilar nature or function are presented separately unless they are immaterial.

2.7 Use of estimates and judgments

The preparation of financial statements in conformity with Sri Lanka Accounting Standards (SLFRSs /LKASs)
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. Judgments and estimates are based on
historical experience and various other factors, including expectations that are believed to be reasonable under the
circumstances. Hence actual results may differ from those estimates and judgmental decisions.

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 current and future periods.

Information about significant areas of estimation, uncertainty and critical judgments in applying accounting policies
that have the most significant effect on the amounts recognized in the financial statements, is provided below:

2.7.1 Impairment

In assessing impairment, management estimates the recoverable amount of each asset or cash-generating unit based
on expected future cash flows and uses an appropriate interest rate to discount them. Management makes certain
assumptions based on their judgment in forecasting future operating results.

2.7.2 Useful lives of depreciable assets

Management reviews its estimation of the useful lives of depreciable assets at each reporting date based on the
expected utility of the assets. Uncertainties in these estimates relate to technical obsolescence that may change the
useful life of certain property, plant and equipment and intangible assets other than trademark.



PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

2.7.3 Defined benefit obligation

Management’s estimate of the retirement benefit obligations is based on a number of critical underlying assumptions
such as standard rates of mortality, discount rate and anticipation of future salary increases. Variation in these
assumptions may significantly impact the defined benefit obligation amount and the annual defined benefit expense.

2.7.4 Deferred taxation

Deferred tax is recognized in statement of profit or loss and other comprehensive income in respect of temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes, except to that it relates to items recognized directly in equity or other comprehensive

income.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they
reverse, using tax rates enacted or substantively enacted at the reporting date.

2.8 Going concern

The Directors have made an assessment of the Company’s ability to continue as a going concern and being satisfied
that it has the resources to continue in business for the foreseeable future confirm that they do not intend either to
liquidate or to cease operations of the Company.

3. Summary of material accounting policies

The accounting polices set out below have been applied consistently to all periods presented in these financial
statements.

3.1 Foreign currency transactions

Transactions in foreign currencies are translated to Sri Lankan rupees the functional currency at the exchange rates
at the dates of the transactions. All monetary assets and liabilities denominated in foreign currencies at the reporting
date are retranslated to the functional currency at the exchange rate at that date. The foreign currency gain or loss
on monetary items is the difference between amortized cost in the functional currency at the beginning of the period,
adjusted for effective interest and payments during the period, and the amortized cost in foreign currency translated
at the exchange rate at the end of the reporting period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated
to the functional currency at the exchange rate at the date that the fair value was determined. Foreign currency
differences arising on re-translation are recognized in profit or loss, except for differences arising on the re-
translation of available for- sale equity instruments, which are recognized in other comprehensive income. Non-
monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction.

3.2 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and financial liability or equity
instrument of another entity.



PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

3.2.1 Financial Assets

3.2.1.1 Recognition and initial measurements

The Company initially recognises "Trade Receivables" when they are originated. All other financial assets are
initially recognised when the Company becomes a party to the contractual provisions of the instrument.

Financial assets other than trade receivables that do not contain a significant financing component are initially
measured at fair value plus, for an item not at Fair Value Through Profit or Loss (FVTPL), transaction costs that are
directly attributable to its acquisition or issue. A trade receivable without a significant financing component is
initially measured at the transaction price.

3.2.1.2 Classification and subsequent measurement

On initial recognition, the Company classifies a financial asset as measured at amortized cost; Fair Value Through
Other Comprehensive Income (FVOCI); or Fair Value Through Profit or Loss (FVTPL).

The classification of financial assets at initial recognition depends on the financial asset's contractual cash flow
characteristics and the Company’s business model for managing them.

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its business
model for managing financial assets, in which case all affected financial assets are reclassified on the first day of
the first reporting period following the change in the business model.

A financial asset is measured at amortized cost if it is held within a business model where the objective is to hold
assets to collect contractual cash flows and its contractual terms give rise to cash flows that are solely payments of
principal and interest on the principal amount outstanding on specified dates and the financial asset is not designated
as at FVTPL.

On initial recognition of an equity investment that is not held for trading, the Company irrevocably elected to present
subsequent changes in the investment's fair value in OCL. This election is made on an investment-by-investment
basis.

All financial assets not classified as measured at amortized cost or FVOCI as described above are measured at
FVTPL. This includes equity Investments and derivative financial assets. On initial recognition, the Company may
irrevocably designate a financial asset that otherwise meets the requirements to be measured at amortised cost or at
FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would otherwise

arise.

Business model assessment

The Company makes an assessment of the objective of the business model in which a financial asset is held
at a portfolio level because this best reflects the way the business is managed, and information is
provided to management. The information considered includes:

* the stated policies and objectives for the portfolio and the operation of those policies in practice. These
include whether management's strategy focuses on earning contractual interest income, maintaining
a particular interest rate profile, matching the duration of the financial assets to the duration of
any related liabilities or expected cash outflows or realising cash flows through the sale of the assets;

* how the performance of the portfolio is evaluated and reported to the Company's management;



PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

* the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed;

e how managers of the business are compensated - e.g. whether compensation is based on the fair
value of the assets managed or the contractual cash flows collected; and

* the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such
sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not
considered sales for this purpose, consistent with the Company's continuing recognition of the assets.
Financial assets that are held for trading or are managed and whose performance is evaluated on a fair
value basis are measured at FVTPL.

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, 'principal’ is defined as the fair value of the financial asset on initial
recognition. 'Interest’ is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks
and costs (e.g. liquidity risk and administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the
Company considers the contractual terms of the instrument.

This includes assessing whether the financial asset contains a contractual term that could change the timing
or amount of contractual cash flows such that it would not meet this condition. In making this assessment,
the Company considers:

* contingent events that would change the amount or timing of cash flows;
* terms that may adjust the contractual coupon rate, including variable-rate features;
* prepayment and extension features; and

* terms that limit the Company's claim to cash flows from specified assets (e.g. non-recourse features).

A prepayment feature is consistent with the solely payments of principal and interest criterion if the
prepayment amount substantially represents unpaid amounts of principal and interest on the principal amount
outstanding, which may include reasonable additional compensation for early termination of the contract.
Additionally, for a financial asset acquired at a discount or premium to its contractual par amount, a feature
that permits or requires prepayment at an amount that substantially represents the contractual par amount
plus accrued (but unpaid) contractual interest (which may also include reasonable additional compensation
for early termination) is treated as consistent with this criterion if the fair value of the prepayment feature is
insignificant at initial recognition.



PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

3.2.1.3 Subsequent measurement and gains and losses

Financial assets at FVTPL These assets are subsequently measured at fair value. Net gains and
losses, including any interest or dividend income, are recognised in
profit or loss.

Financial assets at amortised cost| These assets are subsequently measured at amortised cost using the
effective interest method. The amortised cost is reduced by
impairment losses. Interest income, foreign exchange gains and losses
and impairment are recognised in profit or loss. Any gain or loss
on derecognition is recognised in profit or loss.

Equity investments at FVOCI These assets are subsequently measured at fair value. Dividends are
recognised as income in profit or loss unless the dividend clearly
represents a recovery of part of the cost of the investment.Other net
gains and losses are recognised in OCI and are never reclassified to
profit or loss.

3.2.1.3 Reclassification

Financial assets are not reclassified subsequent to their initial recognition, except and only in those rare
circumstances when the Company changes its objective of the business model for managing such financial assets.

3.2.1.4 Derecognition

The Company derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred or in which the
Company neither transfers nor retains substantially all of the risks and rewards of ownership and it does
not retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognised in its statement of financial
position but retains either all or substantially all of the risks and rewards of the transferred assets. In these
cases, the transferred assets are not derecognised.

3.2.2 Financial liabilities
3.2.2.1 Recognition and initial measurement

The Company initially recognise financial liabilities other than debt when it becomes a party to the contractual
provisions of the instrument. The Company recognise debt securities issued when they are originated.

All financial liabilities are initially measured at fair value and, for an item not at Fair Value Through Profit or Loss
(FVTPL), net of transaction costs that are directly attributable to its issue.

The Company’s financial liabilities comprise of trade payables and lease liabilities.



PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

3.2.2.2 Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at
FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial recognition.
Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any interest expense,
are recognised in profit or loss.

Other financial liabilities are subsequently measured at amortised cost using the effective interest method.
Interest expense and foreign exchange gains and losses are recognised in profit or loss. Any gain or loss on
derecognition is also recognised in profit or loss.

3.2.2.3 Reclassification

Financial Liabilities are not reclassified as such reclassifications are not permitted by SLFRS 9.

3.2.2.4Derecognition

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled or
expire. The Company also derecognises a financial liability when its terms are modified and the cash flows
of the modified ljability are substantially different, in which case a new financial liability based on the modified
terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished and the
consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised in profit or
loss.

3.2.3 Offsetting

Financial assets and financial liabilities are offset, and the net amount presented in the statement of financial
position when, and only when, the Company currently has a legally enforceable right to set off the amounts
and it intends either to settle them on a net basis or to realise the asset and settle the liability simultaneously.

3.2.4 Impairment

3.2.4.1 Impairment policy

The Company recognises loss allowances for expected credit losses (ECLs) on financial assets measured at
amortised cost.

The Company measures loss allowances at an amount equal to lifetime ECL, except for other debt securities
and bank balances for which credit risk (i.e. the risk of default occurring over the expected life of the financial
instrument) has not increased significantly since initial recognition which are measured as 12-month ECL.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECL as per the
simplified approach.When determining whether the credit risk of a financial asset has increased
significantly since initial recognition and when estimating ECL, the Company considers reasonable and
supportable information that is relevant and available without undue cost or effort. This includes both
quantitative and qualitative information and analysis, based on the Company's historical experience and
informed credit assessment and including forward-looking information.



PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

The Company assumes that the credit risk on a financial asset has increased significantly if it is more than 90

days past due.

The Company considers a financial asset to be in default when: the borrower is unlikely to pay its credit
obligations to the Company in full, without recourse by the Company to actions such as realising security (if
any is held).

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a
financial instrument. 12-month ECLs are the portion of ECLs that result from default events that are possible
within the 12 months after the reporting date (or a shorter period if the expected life of the instrument is
lessthan 12 months). The maximum period considered when estimating ECLs is the maximum contractual
period over which the Company is exposed to credit risk.

3.2.4.2 Measurement of ECLs

ECL are a probability —weighted estimate of credit losses. Credit losses are measured as the present value of all
cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract and the
cash flows that Company expects to receive.)

ECL are discounted at the effective interest rate of the financial asset.

3.2.4.3 Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost are credit
impaired. A financial asset is 'credit-impaired’ when one or more events that have a detrimental impact on
the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:
* Significant financial difficulty of the borrower or issuer;
* A breach of contract such as a default or being more than 90 days past due;
* The restructuring of a loan or advance by the Company on terms that the Company would not consider
otherwise;

It is probable that the borrower will enter bankruptcy or other financial reorganisation

3.2.4.4 Presentation of allowance for ECL in the statement of financial position

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount
of the assets.

3.2.5 Write-offs

The gross carrying amount of a financial asset is written off when the Company has no reasonable expectations of
recovering a financial asset in its entirety or a portion thereof. The Company expects no significant recovery from
the amount written off. However, financial assets that are written off could still be subject to enforcement activities
in order to comply with the Company’s procedures to recovery of amounts due.

3.3 Stated capital

Ordinary shares and preference shares are classified as equity. Incremental costs directly attributable to the issue of
ordinary shares are recognised as a deduction from equity.
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3.4 Property, plant and equipment

3.4.1 Recognition and measurement

Property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment
losses.

The cost of an item of property, plant and equipment comprises its purchase price and any directly attributable costs
of bringing the asset to working condition for its intended use. The cost of self-constructed assets includes the cost
of materials, direct labor and any other costs directly attributable to bringing the asset to the working condition for
its intended use and borrowing costs if the recognition criteria are met. This also includes cost of dismantling and
removing the items and restoring them in the site on which they are located.

All items of property, plant and equipment are recognised initially at cost.

3.4.2 Subsequent cost

The Company recognises in the carrying amount of property, plant and equipment the cost of replacing a part of an
item, when it is probable that the future economic benefits embodied in the item will flow to the Company and the
cost of the item can be measured reliably. The carrying amount of the parts that are replaced are derecognised from
the cost of the asset. The cost of day-to-day servicing of property, plant and equipment are recognised in profit or
loss as incurred.

3.4.3 Depreciation

Depreciation is based on the cost of an asset less its residual value.

Depreciation is recognised in the statement of profit or loss and comprehensive income on a straight-line basis over
the estimated useful lives of each component of an item of property, plant and equipment. Depreciation of an asset
begins when it is available for use and ceases at the earlier of the date that the asset is classified as held for sale or

on the date that the asset is disposed.

The estimated useful lives are as follows:

Building 4-10 years
Furniture and fittings 4 years
Office equipment 4 years
Factory machinery 5-10 years
Factory equipment 4-5 years

3.4.4 Derecognition

The carrying amount of an item of property, plant and equipment is derecognized on disposal; or when no future
economic benefits are expected from its use or disposal. Gains and losses on derecognizing are recognized in
statement of profit or loss and other comprehensive income and gains are not classified as revenue.

3.4.5 Capital work-in-progress

Capital expenses incurred which are not completed as at the reporting date are shown as Capital Work in Progress
whilst, the Capital assets which have been completed during the year and put to use have been transferred to
Property, Plant and Equipment.
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3.5 Leases

3.5.1 As alessee

The Company recognizes a right of use asset and a lease liability at the lease commencement date. The right of use
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payment made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs
to dismantle and remove the underlying asset or to restore the underlying asset or the sit on which it is located, less
any lease incentives received.

The right of use asset is subsequently depreciated using the straight-line method from the commencement date to
the earlier of the end of the useful life of the right of use asset or the end of the lease term. The estimated useful
lives of right of use assets are determined on the same basis as those or property and equipment. In addition, the
right of use asset is periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of
the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company’s incremental borrowing rate. Generally, the Company uses its incremental borrowing
rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise the following;
- Fixed payments, including in-substance fixed payments

— Variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date;

— Amounts expected to be payable under a residual value guarantee; and

— The exercise price under a purchase option that the Company is reasonably certain to exercise, lease payments
in an optional renewal period if the Company is reasonably certain to exercise an extension option, and penalties
for early termination of a lease unless the Company is reasonably certain not to terminate early.

The lease liability measured at amortised cost using the effective interest method. It is remeasured when there is a
change in future lease payments from a change in an index or a rate, if there is a change in the Company’s estimate
of the amount expected to be payable under a residual value guarantee, or if the Company changes its assessment
of whether it will exercise a purchase, extension or termination option.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of
the right of use asset or is recorded in profit or loss if the carrying amount of the right of use asset has been reduced
to zero.

3.5.2 Short term lease and leases of low value

The Company has elected not to recognise right of use assets and lease liabilities for short-term leases of assets that
have a lease term of 12 months or less and leases of low-value assets. The Company recognises the lease payments
associated with these leases as expenses on a straight-line basis over the lease term.
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3.6 Intangible assets

3.6.1 Initial recognition and measurement

The Company recognises intangible assets if it is probable that the expected future economic benefits that are
attributable to the asset will flow to the entity and the cost of the asset can be measured reliably.

Separately acquired intangible assets are measured on initial recognition at cost. The cost of such separately acquired
intangible assets include the purchase price, import duties, non-refundable purchase taxes and any directly
attributable cost of preparing the asset for its intended use.

3.6.2 Subsequent costs

Subsequent expenditure on intangible assets is capitalised only when it increases the future economic benefits
embodied in the specific asset to which it relates.

3.6.3 Subsequent measurement

After initial recognition an intangible asset is stated at its costs less any accumulated amortisation and any
accumulated impairment losses. The useful economic life of an intangible asset is assessed to be either finite or

infinite.

Intangible assets with finite lives are amortised over the useful economic life of the asset and assessed the
requirement of impairment for intangible assets with infinite lives. The amortisation period and the amortisation
method for an intangible asset with a finite useful life is reviewed at least at the end of each reporting date. Changes
in the expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset
is accounted for by changing the amortisation period or method, as appropriate, and are treated as changes in
accounting estimates. The amortisation expense on intangible assets with finite lives is recognised in the statement
of profit or loss and other comprehensive income.

3.6.4 Intangible assets recognised by the Company

All computer software cost incurred and licensed for use by the Company, which does not form an integral part of
related hardware, which can be clearly identified and reliably measured with the probability of leading to future
economic benefits, are capitalised under intangible assets.

The Company amortises the computer software over period of 5 years, technical knowhow over 10 years, and
trademark over an infinite period.

3.7 Inventories

Inventories are principally stated at cost, cost being determined by the weighted average cost (“WAC”) method,
which evaluates the amount of the inventories shown in the statement of financial position by writing them down
based on their decrease in profitability, which is the net realizable amount.

3.8 Impairment — Non financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories, are reviewed at each reporting
date to determine whether there is any indication of impairment. If any such indication exists, the recoverable
amounts of such assets are estimated.
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An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash flows that
are largely independent from other assets. Impairment losses are recognised in the statement of profit or loss and
other comprehensive income.

3.8.1 Calculation of recoverable amount

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset or cash-generating unit.

3.8.2 Reversal of impairment

In respect of non-financial assets, impairment losses recognised in prior periods are assessed at each reporting date
for any indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been
a change in the estimates used to determine the recoverable amount.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been
recognised. Reversals of impairment losses are recognised in the statement of profit or loss and other comprehensive
income.

3.9 Liabilities and provisions

Liabilities classified as current liabilities on the statement of financial position are those which fall due for payment
on demand of the creditor or within one year of the reporting date. Non-current liabilities are those balances that
become repayable after one year from the reporting date.

All known liabilities have been accounted for in preparing the financial statements.

3.10 Employee benefits
3.10.1 Defined contribution plans - Provident/Trust fund

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into
a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to a defined contribution plan are recognised as an employee benefit expense in the income statement
in the periods during which services are rendered by employees.

The Company contributes a sum not less than 12% of the gross emoluments of employees as provident fund benefits
and 3% as trust fund benefits, respectively.

3.10.1.2 Retirement henefit obhligations

Retirement benefit obligations is a post-employment benefit plan other than a defined contribution plan. The liability
recognized in the financial position in respect in respect of retirement benefit obligations is the present value of the
defined benefit obligation at the reporting date. The retirement benefit obligations are calculated annually using the
Projected Unit Credit method. The present value of the retirement benefit obligations is determined by discounting
the estimated future cash flows using the interest rates that apply to the currency in which the benefit will be paid
and that have terms to maturity approximating to the terms of the related liability.
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Provision has been made for retirement gratuities from the first year of service for all employees, in conformity with
LKAS 19 on Employee Benefits. However, under the Payment of Gratuity Act No. 12 of 1983, the liability to an
employee arises only on completion of 5 years of continued service.

The Company recognizes all actuarial gains and losses arising from defined benefit plans immediately in other
comprehensive income and all expenses related to defined benefit plans in employee benefit expense in statement
of profit or loss and other comprehensive income.

3.11 Provisions

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the
obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the liability.

3.12 Revenue

Company revenue represents sales of goods to customers, and it excludes value added tax. Revenue is recognized
when control of the goods has been transferred to the customers, which is mainly upon invoicing to the customer.
Revenue is measured at the fair value of the consideration received or receivable, net of returns and allowances,
trade discounts and taxes taking into account contractually defined terms of payment.

Gains and losses arising from incidental activities to main revenue generating activities and those arising from a
group of similar transactions which are not material, are aggregated, reported and presented on a net basis.

3.13 Other income

Other income is recognized on an accrual basis.

3.14 Expenditure

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 profit for the year.

3.15 Finance income / (cost)

Finance income comprises interest income on short term funds invested, and which is recognised as it accrues in
comprehensive income, using effective interest method.

Finance cost comprise interest expense on corporate guarantee and lease. Borrowing costs that are not directly
attributable to the acquisition, construction or production of a qualifying asset are recognised in profit or loss using
the effective interest method.

Foreign currency gain and losses are reported on a net basis as either finance income or finance cost depending on
whether foreign currency movements are in net gain or net loss position.

3.16 Income tax expense

Income tax expense comprises of current and deferred tax. The income tax expense is recognised in profit or loss
except to the extent that it relates to the items recognised directly in the statement of other comprehensive income
or statement of changes in equity, in which case it is recognised directly in the respective statements.
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3.16.1 Current tax

The current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

3.16.2 Deferred taxation

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable
that the related tax benefit will be realized. Deferred tax is recognized in respect of temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes.

The measurement of deferred tax reflects the tax consequences that would follow the manner in which the Group
expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and liabilities. For
investment property that is measured at fair value, the presumption that the carrying amount of the investment
property will be recovered through sale has not been rebutted.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they reverse,
using tax rates enacted or substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and
assets, and they relate to taxes levied by the same tax authority on the same taxable entity, or on different tax entities,
but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be

realized simultaneously.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences to the
extent that it is probable that future taxable profits will be available against which they can be utilized. Deferred tax
assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.

3.17 Statement of cash flows

The statement of cash flows is reported based on the “indirect method”.

3.18 Capital commitments and contingencies

Contingencies are possible assets or obligations that arise from a past event and would be confirmed only on the
occurrence or non-occurrence of uncertain future events, which are beyond the Company’s control.

Commitments and Contingent liabilities are disclosed in Note 28 and 29 to the financial statements.

3.19 Related party transactions

Disclosure has been made in respect of the transactions in which one party has the ability to control or exercise
significant influence over the financial and operating policies and decisions of the other, irrespective of whether a
price is being charged.

3.20 Earnings per share

The Company presents basic earnings per share (EPS) for its ordinary shares. Basic EPS is calculated by dividing
the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary
shares outstanding during the period.
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3.21 Other receivables

Other receivables are recognized at cost less provision for bad and doubtful receivables other than trade receivables.

3.22 Short term investment

Short-term investments are classified as current assets. In order to mitigate settlements and operational risks related
to short-term investments, the Company engages several banks with acceptable ratings for its deposits.

3.23 Accrued expenses

Accrued expenses accumulated for ongoing business operations have not yet been settled by the reporting date and
are expected to be settled within the business operating cycle. This is to ensure that all expenses incurred by the
company are recognized in the accounting period. Accrued expenses had been recognized at the best estimate of the
expenditure required to settle the obligation.

3.24 Other payables

Other payables include salary payable, EPF payable, ETF payable, WHT payable, Bonus payable and employee
death fund contribution. These payables are recorded at amounts expected to be payable at the reporting date.

4. New accounting standards issued but not effective as at the reporting date

The Institute of Chartered Accountants of Sri Lanka has issued the following standards which become effective for
annual periods beginning after the current financial year. Accordingly, these standards have not been applied in
preparing these financial statements and the Company plans to apply these standards as and when they become
effective.

The following amended standards and interpretations are not expected to have a significant impact on the
Company’s Separate Financial Statements.

e Lack of exchangeability (Amendments to LKAS 21)
¢ Classification and Measurement of Financial Instruments (Amendments to SLFRS 9 & SLFRS 7)

e SLFRS 18- Presentation and Disclosure in Financial Statements
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For the year ended 31 March, 2026 2025
Rs. Rs.
5 Revenue
Sales 2,553,589,461  2,508,428,464
Discounts (183,294,379)  (184,536,386)
2,370,295,082  2,323,892,078
5.1 Timing of Revenue Recognition
Products transferred at a point in time 2,370,295,082  2,323,892,078
2,370,295,082  2,323,892,078
6 Profit before tax expense
Profit before tax is stated after charging all the expenses including the followings;
License fees 15,476,382 11,297,888
Depreciation (Note 9) 27,038,614 31,591,549
Amortization (Note 10 & 11) 20,555,561 2,283,543
Auditors' remuneration 2,150,347 2,150,347
Provision for impairment on slow moving inventories (Note 13.1) 11,442,501 214,453
Provision/(reversal) of impairment for trade receivables (Note 14.1) (35,356) 8,342,980
Staff cost (Note 6.1) 203,818,925 179,887,576
6.1 Staff cost
Staff salary 72,012,424 54,581,265
Bonus 11,805,802 10,558,809
Terminal benefits 20,210,902 15,959,940
Allowances and other benefits 99,789,797 98,787,562
203,818,925 179,887,576
7 Net finance income/(cost)
Finance Income
Interest on Fixed Deposits 13,661,987 13,360,966
Interest on Treasury Bills 2,445,445 2,445,445
16,107,432 15,806,411
Finance Cost
Interest for corporate gurantee (2,502,616) (3,524,490)
Interest on lease liability (Note 22) (10,698,754) (10,343,395)
Exchange gain/(loss) and other bank charges (30,605,518) 872425
(43,806,888) (12,995.460)
Net Finance Income/Cost (27,699,456) 2,810,951
8 Tax expense
Current tax expense (Note 8.1) 97,997,680 110,832,551
Deferred tax charge/(reversal) (Note 21) (9,065,888) 8,207,330
Previous year over provision (3,691,041) -
ESC write off during the year - (563,729)
85,240,750 118,476,153
In terms of the Inland Revenue Act No. 24 of 2017 and subsequent amendments thereto, the Company is liable for
taxation at the rate of 30% on its taxable profits.
8.1 Reconciliation of accounting profit before tax and taxable income

Profit before taxation 289,692,912 369,783,782
Add: Disallowable expenses 62,844,107 69,982,315
Less: Allowable expenses (25,878,087) (70,324,259)

Total assessable income 326,658,932 369,441,838

Tax expense @ 30% 97,997,680 110,832,551
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As at 31 March,

10 Right-of-use assets

11

Cost

As at 01 April

Recognized during the year
Disposal During the year
As at 31 March

Accumulated amortization

As at 01 April

Amortization charge during the year
As at 31 March

Net book value as at 31 March

Intangible assets

Cost

Balance as at 01 April 2025
Additions during the year
Balance as at 31 March 2026

Accumulated amortization
Balance as at 01 April 2025
Charge for the year

Balance as at 31 March 2026
Carrying amount

As at 31 March 2026

As at 31 March 2025

2026 2025
Rs. Rs.

83,223,047 84,863,606

23,062,584 92,031
- (1,732,590)

106,285,631 83,223,047

19,494,321 9,579,491

12,067,606 9,914,830

31,561,927 19,494,321

74,723,704 63,728,726

Computer Commerecial Trademark Total
Systems and Technical
Know-How
Rs. Rs. Rs. Rs.

19,547,885 69,000,000 276,000,000 364,547,885
19,547,885 69,000,000 276,000,000 364,547,885
12,703,447 64,421,622 9,200,000 86,325,069
3,909,577 4,578,378 - 8,487,955
16,613,024 69,000,000 9,200,000 94,813,023
2,934,861 - 266,800,000 269,734,862
6,844,438 4,578,378 266,800,000 278,222,816

11.1 The Company amortizes the intangible assets with definite useful lifetime over the periods of useful time.
Accordingly, Technical Know-How over is amortized over the period of 10 years.

11.2 The Company tests the intangible assets that have indefinite useful lifetime for impairment by comparing its
recoverable amount with its carrying amount annually. Accordingly, the trade mark is tested for the impairment.

11.3 There were no restrictions on the title of the intangible assets as at the reporting date. Further, there were no items

pledged as securities for liabilities.



PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

As at 31 March,

12 Financial assets - fair value through other comprehensive income
NINA Lanka Construction Technologies (Private) Limited

12.1

12.2

13

13.1 Provision for impairment on slow moving inventories

14

14.1

15

16

2026 2025

Rs. Rs.
4,000,000 4,000,000
4,000,000 4,000,000

As these investments are unquoted and have no active market from which a reliable fair value could be obtained. This
fair valuation can be classified as a level 3 valuation as per SLFRS 13 - “Fair Value Measurement”.

The Company classifies equity investments under fair value through other comprehensive income (FVOCI) in
accordance with SLFRS 9. The Company designated these investments as FVOCI because these investments

represent investments, that Company intends to hold for long-term strategic purposes.

Inventories

Raw materials

Semi finished products
Finished goods

Goods in transit
Packing materials
Promotional materials

(-) Provision for impairment on slow moving inventories (Note 13.1)

Balance as at 1 April
Charge for the year
Balance as at 31st March

Trade receivables
Trade receivables

Provision of impairment for trade receivables (Note 14.1)

Provision of impairment for trade receivables

Balance as at 1 April
Provision/(reversal) for the year
Balance as at 31st March

Other receivables

Advances

Pre-payments

VAT receivables

Miscellaneous

TB & PIL reimbursement

Provision of impairment for other receivables

Amount due from related party
Macbertan (Private) Limited

2026 2025
Rs. Rs.
102,786,611 98,859,286
73,201,286 56,953,561
197,220,983 175,903,976
57,256,710 84,777,508
23,768,722 40,286,981
355,053 359,122
454,589,365 457,140,434
(49,765,940) (38,323,439)
404,823,425 418,816,997
38,323,439 38,108,987
11,442,501 214,453
49,765,940 38,323,439
506,307,222 492,002,424
(18,591,399) (18,626,755)
487,715,822 473,375,670
18,626,755 10,283,775
(35,356) 8,342,980
18,591,399 18,626,755
98,198,394 42,722,731
21,768,443 27,529,277
18,415,387 16,936,341
6,581,884 4,070,292
33,766,293 -
(3,368,839) -
175,361,562 91,258,641
2,623,749 2,741,023
2,623,749 2,741,023




PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

As at 31 March, 2026 2025
Rs. Rs.
17 Cash and cash equivalents
Cash at bank 59,061,977 54,289,656
Cash in hand 239,972 591,320
59,301,949 54,880,977
17.1 The Company maintains its cash and cash equivalents and short term investments (note 18) with several reputable banking
institutions, namely Sampath Bank, Standard Chartered Bank, NDB Bank, and Nations Trust Bank. All counterparties are
established financial institutions with credit ratings assigned by Fitch Ratings, generally reflecting stable outlooks.
Nation Trust Bank PLC A
Sampath Bank PLC AA-
National Development Bank PLC A
Standard Chartered Bank AAA
2026 2025
18 Short term investments Rs. Rs.
Fixed deposits 133,082,059 124,355,098
Treasury bills 40,000,000 40,000,000
Repo 30,000,000 30,000,000
203,082,059 194,355,098
19 Stated capital
6,892,269 Ordinary Shares 875,318,163 875,318,163
875,318,163 875,318,163
19.1 The holders of ordinary shares confer their rights to receive dividends as declared from time to time and are entitled to one vote
per share at the meeting. All shares rank equally with regard to the Company's residual assets.
2026 2025
20 Retirement benefit obligations Rs. Rs.
Balance as at 01 April 22,134,951 17,571,609
Current service cost for the year 2,550,039 2,173,032
Interest cost for the year 1,938,250 1,740,859
Actuarial loss during the year 7,220,844 2,450,156
Payments made during the year (1,947,819) (1,800,705)
Balance as at 31 March 31,896,265 22,134,951
20.1 Messer. Universal Actuaries carried out an actuarial valuation of the defined benefit plan gratuity on 2 April 2024. Appropriate
and compatible assumptions were used in determining the cost of retirement benefits. The principal assumptions used are as
follows,
2026 2025
Rate of discount 10.07% 10.24%
Rate of salary increment 10% 10%
Retirement age - Female (in years) 50 50
Retirement age - Male (in years) 55 55
20.2 In addition to the above, demographic assumptions such as mortality, withdrawal and disability, and retirement age were
considered for the actuarial valuation. Indian Assured Lives Mortality 2012-14 was used to estimate the gratuity liability of the
Company.
20.3 Average expected future working life in years is 6.56 ( 2025 - 3.45)
20.4 Sensitivity Analysis - Discount rate

Simulations made for retirement benefit obligations show that an increase or decrease by 1% of the rate of discount has the
following effect on the retirement benefit obligations:

2026 2025
Percentage change in discount rate 1% -1% 1% -1%
Increase/ (Decrease) in retirement benefit obligations (Rs.) (1,260.688) 1,364,215 (543.598) 573,603

Sensitivity Analysis-Salary increment rate
The sensitivity was carried for salary increment rate. Simulations made for retirement benefit obligations show that an increase or
decrease by 1% of the rate of salary increment has the following effect on the retirement benefit obligations:

2026 2025
Percentage change in salary increment rate 1% 1% 1% 1%
(Decrease)/ Increase in retirement benefit obligations (Rs.) (1,272,612) 1,352,340 (549.618) 569,543
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As at 31 March,

21 Deferred tax liabilities
Balance at the beginning of the year
Deferred tax reversal/(charge) during the year (Note 8)

21.1

21.2

22

23

24

25

Deferred tax reversal/(charge) recognized in other comprehensive income

Balance at the end of the year

Deferred tax assets/(liabilities) relate to the following:
Deferred tax assets

Deferred tax liabilities

Net deferred tax liabilities

Deferred tax assets and liabilities are attributable to the following :

Property, plant and equipment

Intangible assets

Righ of use asset

Retirement benefit obligations

Provision for impairment on slow moving inventories
Provision of impairment for trade receivables
Provision for market retum

Provision for other receivables

Lease Liabilities

Deferred tax assets

The effective rate of 30% is applied by the Company for the tax effect computation.

Lease liabilities

As at 01 April

Addition during the year

Revaluation loss/(gain) during the year
Interest for the year (Note 7)

Lease rentals paid during the period
As at 31 March

Payable within one year
Payable in more than one year

Amount recognized in statement of profit or loss and other comprehensive income

Lease under SLFRS 16
Interest on lease liabilities

Amount recognized in statement of cash flows
Total cash outflows for leases

Trade and other payables

Trade payables
Other payable

Amount due to related party
Pidilite Industries Ltd

Income tax payable

As at 01 April

Tax expense during the year
Previous year over provision
Tax payments during the year
As at 31 March

2026 2025
Rs. Rs.
(86,122,824) (77,180,447)
9,065,888 (8,207,330)
2,166,253 (735,047)
(74,890,683) (86,122,824)
60,369,314 47,264,770
(135,259,997) (133,387,595)
(74,890,683) (86,122,824)
2026 2025
Temporary Temporary
differences A effcet differences Tax effect
Rs. Rs. Rs. Rs.
(116,182,034) (34,854,610) (114,402,504) (34,320,751)
(259,960,919) (77,988,276) (266,494,086) (79,948,226)
(74,723,705) (22,417,111)  (63,728,726) (19,118,618)
31,896,265 9,568,880 22,134,951 6,640,485
49,765,940 14,929,782 38,323,439 11,497,032
18,591,399 5,577,420 18,626,755 5,588,026
4,948,930 1,484,679 5,227,173 1,568,152
3,368,839 1,010,652 - -
92,659,675 27,797,902 73,236,917 21,971,075
(249,635,610) (74,890,683) (287,076,081) (86,122,824)
2026 2025
Rs. Rs.
73,236,917 87,952,026
23,062,584 =
4,871,313 (2,212,615)
10,698,754 10,343,395
(19,209,893) (22,845,889)
92,659,675 73,236,917
15,583,965 5,102,833
77,075,710 68,134,084
10,698,754 9,342,077
19,209,893 17,128,866
119,635,138 89,743,902
24,833,678 17,707,037
144,468,816 107,450,939
167,563,943 180,162,684
167,563,943 180,162,684
45,198,853 26,299,313
97,997,680 110,832,551
(3,691,041) s
(110,461,058) (91,933,011)
29,044,434 45,198,853




* Jeak o) Surnp s1030811(] 03 uonesuadwod Aue pred jou sey Aueduio)) oy, "Aueduios 2y Jo $1030311(] JO pleod 2y} ate Auedwoo o) Jo [suuosiad justsFeurwr A9 sy,

[ouuos1ad jusmwageurun A3 Y)Im suondBsuBA], 797

(8Z¢18L'SET)  (EP6°€9S°LIT) o E souefeg SuIso[D)
- ” (9L1°28¢'7T)  (668°6¥1VD) sa8ueyD AreeAoy
- - (0T9°€1L’8) (PeEI1T'6) $99] 9SUSI[ dV'S
= = (F69°0LI°E) (Fse‘zsTe) soueIens a1e10d109 10] 1S310MU]
- - (669°T9¥°9¢) 86L°0TS LT JISUBL] Ul SPOOD)
- - 89L°650°0€9 6IL'EP9‘8T9 SIUBWS[NRS

- - (eze'er6'yis)  (sps‘eee Tr9) saseyoind apei] pajun

. - (r8€291°081)  (8TEIBL'SET) souereq Sutuadp  saLysnpuy A[IPIg
€20 1YL T 6PLE€TIT 5 - souereg Suisor)
= . Fr6‘cL) SIUAWANLS
- - PLTLIT 0199 safes 19N

- - 6YL°€T9°T CT0°IPLT soue[eq Suruedo Ee_m@mwmﬁm

o d =1 e
ST0T 9707 ST0T 9707

YaIRIA I€ )€ s due[eq

JUNOWE UOI}IBSUBLL,

UOI}IBSURA) JO I.INJBN] fyied pojeey

sarjaed paje[al yum suondesuvl], 97
suonpoesuedy A)aed pajedy 97

SINHFAALVLS TVIDONVNIA HHL OL SHLON
AQALIATT (ALVAIND) VIINVT AL TIAId



PIDILITE LANKA (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

As at 31 March,

27

28

29

30

31

32

33

Litigations and claims
The Company does not have any other litigation and claim which require adjustments to or disclosure in the financial statements.

Capital commitments
The Company does not have any other significant capital commitment which require adjustments to or disclosure in the financial

statements.

Contingent liabilities
The company's contingent liabilities as at the reporting date were as follow:

2026 2025
Rs. Rs.
Ordinary letter of credit 114,566,907 114,650,941

114,566,907 114,650,941

Events occurring after the reporting date
Subsequent to the reporting date, no circumstances have arisen other than below which would require adjustment to or disclosure in the
financial statements;

Directors' responsibility
The directors are responsible for the preparation and presentation of these financial statements in accordance with Sri Lanka Accounting

Standards.

Approval of financial statements
These financial statements will be approved by the Board of Directors and authorized for issue on 29 April 2026.

Financial risk management

Overview
The Company has exposure to the following risks from its use of financial instruments:

(i) Credit risk

(ii) Liquidity risk
(iii) Market risk

(iv) Currency risk
(v) Interest risk
(vi) Operational risk

This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives, policies and
processes for measuring and managing risk, and the Company’s management of capital.

(i) Credit risk
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its contractual
obligations, and arises principally from the Company’s receivables from customers and investment securities.

(it} Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial liabilities that
are settled by delivering cash or another financial asset. The Company’s approach to managing liquidity is to ensure, as far as possible,
that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Company’s reputation.

(iii) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will affect the
Company’s income or the value of its holdings of financial instruments. The objective of market risk management is to manage and
control market risk exposures within acceptable parameters, while optimizing the return.

(iv) Interest rate risk

Interest rate risk exists in interest-bearing liabilities, due to the possibility of a change in the liabilities’ value resulting from the variability
of interest rates. Since interest rate risk management has become imperative, Pidilite Lanka (Private) Limited takes proactive measures to
manage the exposure by forecasting the rate fluctuations.
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As at 31 March,

33 Financial risk management (Continued)

34

(v) Currency risk
The Company is exposed to currency risk on payable to the related parties, foreign currency accounts and supplier payments that
are denominated in a currency other than the respective functional currencies of the Company, primarily the US Dollars.

As at 31 March 2026 2025
Currency Amount Rate VES Amount Rate Value
Rs. Rs.
uUsD 533,962 314 167,563,943 443,960 301 133,445,676

The Forex crisis has impacted the overall economy of the country. Company identified the potential impact on its business and
the industry it is operating. Appropriate control measures were taken to continuously monitor and curtail the costs, debtors,
capital expenses and the expenses for marketing and promotions. Further, company has taken multiple pricing actions to curtail
the impact of forex revaluation loss. Despite all these challenges the business was able to deliver the growth on its sales and
EBITDA (excluding Forex revaluation loss). Company has delivered profits at bottom line during the year. Having considered
the above, management is of the view that the company has adequate resources to continue in operational existence for the
foreseeable future.

(vi) Operational risk
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the Company’s

processes, personnel, technology and infrastructure, and from external factors other than credit, market corporate behavior.

(vii) Capital management

Capital includes equity attributable to the equity holders of the parent. The primary objective of the Company’s capital
management is to ensure that it maintains a strong credit rating and healthy capital ratios in order to support its business and
maximize shareholder value.

The Company manages its capital structure and makes adjustments to it in light of changes in economic conditions. To maintain
or adjust the capital structure, the Company may adjust the dividend payment to shareholders or issue new shares.

No changes were made in the objectives, policies or processes for managing capital during the period and the Company is not
subject to externally imposed capital requirements.

The Company monitors capital using a gearing ratio, which is Interest - Bearing Loans and Borrowings divided by total Equity
plus Interest - Bearing Loans and Borrowings. As there is only a lease liability as a interest bearing borrowing it will be
considered to arrive at the gearing ratio.

2026 2025
Rs. Rs.
Interest - Bearing loans and borrowings 10,698,754 10,343,395
Equity 1,494,765,105 1,463,878,766
Equity & Interest - Bearing Loans and Borrowings 1,587,424,780 1,537,115,683
Gearing Ratio 0.67% 0.67%

Fair value disclosure

Fair value of financial assets and liabilities

The Company measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in
making the measurements.

Level I : Quoted market price (unadjusted) in an active market for an identical instrument.

Level II : Valuation techniques based on observable inputs, either directly — i e. as prices or indirectly — I derived from prices.
This category includes instruments valued using: quoted market prices in active market for similar instruments, quoted price for
identical or similar instruments in market that are considered less than active; or other valuation techniques where all significant
input are directly or indirectly observable from market data.

Level III : Valuation techniques using significant unobservable inputs. This category includes all instruments where the
valuation technique includes inputs not based on observable data and the unobservable input have a significant effect on the
instrument’s valuation. This category includes instruments that are valued based on quoted price for similar instrument where
significant unobservable adjustment or assumption are required to reflect differences between the instrument.
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34 Fair value disclosure (Continued)

Fair value vs the carrying amount
The fair values of financial assets and liabilities, together with the carrying amounts shown in the Statement of
Financial Position, are as follows;

As at 31 March 2026 2025
Carrying Fair value Carrying Fair value
amount amount
Assets Rs. Rs. Rs. Rs.
Financial as§ets'- fair value through other 4,000,000 4,000,000 4,000,000 4,000,000
comprehensive income
4,000,000 4,000,000 4,000,000 4,000,000
34.1 Financial Instruments Carried at Fair Value and Valuation Bases
The table below analyses financial instruments measured at fair value at the end of the reporting period, by the
level in the fair value hierarchy into which the fair value measurement is categorised:
Level I Level 11 Level I11 Total
As at 31 March 2026 Rs. Rs. Rs. Rs.
Financial as§ets.- fair value through other 4,000,000 4,000,000
comprehensive income - -
- - 4,000,000 4,000,000
Level 1 Level 11 Level 111 Total
As at 31 March 2026 Rs. Rs. Rs. Rs.
Financial as§ets.- fair value through other 4,000,000 4,000,000
comprehensive income - -
= - 4,000,000 4,000,000
35 Comparative Information

Comparative information is reclassified wherever necessary to conform with the current year’s classification in
order to provide better presentation.

The presentation and classification of the following comparative figures in the statement of financial position are
amended, for better presentation and to be comparable with those of the current year.

As at 31 March 2026 A.fter . Reclz.lss1ﬁcatlon Prlor. to
reclasification adjustment reclassifion

Statement of Financial Position Note Rs. Rs. Rs.

Trade receivables 14 473,375,669 1,415,079 471,960,590

Amount due from related party 16 2,741,023 (1,415,079) 4,156,102



