











Coffee Day Global Limited
Notes to the financial statements

43 First time adoption (continued)

(ii) Reconciliation of total comprehensive income for the year ended 31 March 2016:
Rs in million

Particulars Notes to first-time Previous GAAP* Adjustment on Ind AS

adoption transition to

Ind AS

Income
Revenue from operations 12,994.59 - 12,994.59
Other income 3and 9 165.17 57.75 222.92
Total income 13,159.76 57.75 13,217.51
Expenses
Cost of materials consumed 6,183.26 - 6,183.26
Changes in inventories of finished goods and work- (94.37) - (94.37)
in-progress
Employee benefits expense 10 and 11 1,555.13 6.46 1,561.59
Finance costs 6 489.79 (2.53) 487.26
Depreciation and amortization expense 1 1,610.99 (126.26) 1,484.73
Other expenses 1,3and 7 3,238.40 (25.52) 3,212.88
Total expenses 12,983.20 (147.85) 12,835.35
Profit/(loss) before tax 176.56 205.60 382.16
Tax expense:
- Current tax 165.00 - 165.00
- Deferred tax 12 (100.74) 72.51 (28.23)
Profit / (loss) for the year 112.30 133.09 245.39

Items that will not be reclassified
subsequently to profit or loss:

Remeasurement of defined benefit 10 - 6.21) (6.21)
liability/(asset)
Income tax relating to items that will not be - 2.15 2.15

reclassified to profit or loss

Net other comprehensive income not to be - (4.06) (4.06)
classified to profit or loss

Items that will be reclassified subsequently

to profit or loss:

Effective portion of gains (losses) on hedging 5 - 15.27 15.27
instruments in cash flow hedges

Income-tax relating to items that will be - (5.28) (5.28)
reclassified to profit or loss

Net other comprehensive income to be - 9.99 9.99
classified to profit or loss

Other comprehensive income for the - 5.93 5.93

period, net of income tax

Total comprehensive income for the period 112.30 139.02 251.32

* The previous GAAP figures have been reclassified to conform to Ind AS presentation requirements for the purposes of this note.




Coffee Day Global Limited
Notes to the financial statements

43 First time adoption (continued)

(iii) Adjustments to the statement of cash flows:
Rs in million

Particulars Notes to first-time For the year ended 31 March 2016

adoption Previous GAAP* Adjustment Ind AS
Net cash flow from operating activities 16 2,085.94 (2.77) 2,083.17
Net cash flow from investing activities (3,614.68) - (3,614.68)
Net cash flow from financing activities 17 2,621.19 53.39 2,674.58
Net increase/ (decrease) in cash and cash equivalents 1,092.45 50.62 1,143.07
Cash and cash equivalents as at 1 April 2015 16 and 17 1,483.16 (162.48) 1,320.68
Cash and cash equivalents as at 31 March 2016 2.575.61 (111.86) 2.463.75

* The previous GAAP figures have been reclassified to conform with Ind AS.

(iv) Reconciliation of total equity as at 31 March 2016 and 1 April 2015
Rs in million

Particulars Notes to first-time 31 March 2016 1 April 2015
adoption
Total equity (shareholder’s funds) as per previous GAAP 8,486.10 8,259.32
Adjustments:
Fair valuation impact of Property, plant and equipment, as deemed cost 1 and 2 9.39 9.39
Derecognition of land due to classification of lease as operating lease 1 (14.80) (14.80)
Decrease in depreciation consequent to adoption of deemed cost model for 1 145.01 -
property, plant and equipment
Fair valuation of certain financial assets 3 (43.07) (38.33)
Reclassification of optionally convertible preference shares to liability 4 - (223.90)
Impact on finance cost consequent to adoption of effective interest method 6 (58.87) (61.41)
Reversal of straight lining of rental expense to the extent of structured 7 303.03 236.32
escalation which is in line with expected general inflation
Reclassification of compulsorily convertible debentures to equity 8 4,100.00 -
Financial guarantee obligation 9 (6.63) (2.92)
Tax effects of adjustments 12 28.77 104.42
Total adjustments 4,462.83 8.77
Total equity as per Ind AS 12,948.93 8,268.09

(v) Reconciliation of total comprehensive income for the year ended 31 March 2016
Rs in million

Particulars Notes to first-time 31 March 2016
adoption
Profit after tax as per previous GAAP 112.30
Decrease in depreciation consequent to adoption of deemed cost model for property, plant and 1 145.01
equipment
Impact due to fair valuation of certain financial assets 3 (4.73)
Impact on finance cost consequent to adoption of effective interest method 6 2.53
Reversal of straight lining of rental expense to the extent of structured escalation which is in line 7 66.71
with expected general inflation
Commission income 9 2.54
Measurements of post-employment benefit obligations 10 6.21
Employee stock option expense recognised based on fair value method 11 (12.67)
Tax effects of adjustments 12 (72.51)
Total adjustments 133.09
Profit after tax as per Ind AS 245.39
Other comprehensive income 14 5.93
Total comprehensive income as per Ind AS 251.32
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43 First time adoption (continued)

D. Notes to the reconciliations

1 Property, plant and equipment and other intangible assets including capital work in progress
The Company has elected to measure certain items of property, plant and equipment and intangibles at fair value in accordance to para D5 of Ind
AS 101 at the date of transition to Ind AS.
A leasehold land which was recognised as an item of property, plant and equipment under the previous GAAP has been classified as operating
lease as per Ind AS 17. Property, plant and equipment amounting to Rs.14.80 million as at 1 April 2015 has been reversed through retained

earnings.

The impact arising from the changes is summarised below:
Year ended 31 March 2016

Statement of profit and loss

Reduction in depreciation and amortization expense 126.26
Reduction in loss on sale of assets, net (other expenses) 18.75
Adjustment before income tax 145.01

31 March 2016 1 April 2015

Balance sheet
a) Due to fair valuation of Property, plant and equipment including capital work-in-progress:

Property, plant and equipment 219.16 75.09
Capital work-in-progress (65.70) (65.70)
Intangible assets 0.94 -
Adjustment to retained earnings 154.40 9.39
b) Due 10 classification of lease as operating lease:

Property, plant and equipment (14.80) (14.80)
¢) Due to reclassification fiom Inventory*:

Property, plant and equipment 63.66 63.66

* refer note 2

Reconciliation of Property, plant and equipment as at 1 April 2015:
Rs in million

Particulars Previous GAAP Adjustment on  Ind AS value for assets
value of assets fair transition to fair valued
valued Ind AS

Freehold land 17.54 179.50 197.04
Buildings 182.62 1,327.22 1,509.84
Leasehold improvements 3,285.78 (1,164.11) 2,121.67
Plant and equipment 1,564.02 (285.73) 1,278.29

Office equipment 0.28 (0.28) -
Furniture and fixtures 832.11 (512.41) 319.70
Computers 134 1.39 2.73
Vehicles 0.30 1.99 2.29
Coffee vending machine 2,465.37 (423.43) 2,041.94
Leasehold land 8.35 950.95 959.30
Capital work-in-progress 364.28 (65.70) 298.58
8,721.99 9.39 8,731.38

2 Inventories
Certain assets which were previously classified as inventory have now been reclassed to property, plant and equipment due to change its
accounting policy and has been depreciated over its estimated useful life of 1 year. Inventory amounting to Rs.63.66 million as at 1 April 2015 has

been reclassed to property, plant and equipment.
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Coffee Day Global Limited
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43 First time adoption (continued)
D. Notes to the reconciliations (continued)

3 Security deposits
Under the previous GAAP, interest free lease security deposits (that are refundable in cash on completion of the lease term) are recorded at their
transaction value. Under Ind AS, all financial assets are required to be recognised at fair value. Accordingly, the Company has fair valued these
security deposits under Ind AS. Difference between the fair value and transaction value of the security deposit has been recognised as deferred rent
expense.

The impact arising from the changes is summarised below:
Year ended 31 March 2016

Statement of profit and loss

Increase in Interest income (other income) 55.21
Increase in rent (other expenses) (59.94)
Adjustment before income tax (4.73)
31 March 2016 1 April 2015
Balance sheet
Other non-current financial assets (reclass of lease deposit to deferred rental expense) (325.00) (311.68)
Deferred rental expense (non-current) 219.46 213.40
Deferred rental expense (current) 62.47 59.95
Adjustment to retained earnings (43.07) (38.33)

4 Compulsorily convertible preference shares
The Company has issued convertible redeemable preference shares. Under Indian GAAP, the preference shares were classified as equity. Under
Ind AS, convertible preference shares are reclassified as liability based on the terms of the contract. Interest on liability component is recognised
using the effective interest method.
The impact arising from the changes is summarised below:

31 March 2016 1 April 2015
Balance sheet
IFC Subscribed "A" preference shares of Re 1 each (share capital) - (3.97)
IFC Subscribed "B" preference shares of Rs 100 each (share capital) - (90.00)
IFC Subscribed "A" preference shares of Re 1 each (other current financial liabilities) - 9.46
IFC Subscribed "B" preference shares of Rs 100 each (other current financial liabilities) - 214.44
Securities premium - (129.93)
Adjustment to retained earnings - -

5 Interest rate swap
The Company has certain interest rate swap contracts entered into prior to the date of transition and had early adopted the requirements of AS 30.
Accordingly, these interest rate swap contracts were designated as cash flow hedge. Under the previous GAAP, the effective and ineffective gain
or loss arising due to such contract was directly routed through hedge reserve. Under Ind AS, the effective gain or loss is required to be routed
through the other comprehensive income.

6 Borrowings
Ind AS 109 requires transaction costs incurred towards origination of borrowings to be deducted from the carrying amount of borrowings on
initial recognition. These costs are recognised in the profit or loss over the tenure of the borrowing as part of the interest expense by applying the
effective interest rate method.
The impact arising from the changes is summarised below:
Year ended 31 March 2016

Statement of profit and loss

Decrease in interest expense (finance costs) (2.53)

Adjustment before income tax (2.53)
31 March 2016 1 April 2015

Balance sheet

Borrowings (non-current financial liabilities) 40.99 53.72

Current maturities of long-term debt (other current financial liabilities) 17.88 7.69

Adjustment to retained earnings 58.87 61.41

)
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First time adoption (continued)
Notes to the reconciliations (continued)

Lease

Under the previous GAAP, lease payments under an operating lease shall be recognised as an expense on a straight-line basis over the lease term.
Under Ind AS, if the payments to the lessor are structured to increase in line with expected general inflation to compensate for the lessor’s
expected inflationary cost increase, then lease payments are not straight-lined. Accordingly, the Company has reversed rent equalisation reserve
under Ind AS. Difference due to this has been recognised as rent expense.

The impact arising from the changes is summarised below:
Year ended 31 March 2016

Statement of profit and loss

Decrease in rent (other expenses) 66.71
Adjustment before income tax 66.71
31 March 2016 1 April 2015
Balance sheet
Rent equalisation reserve (other non-current liabilities) (292.04) (223.71)
Rent equalisation reserve (other current liabilities) 8.15 6.53
Creditors for expenses (other current financial liabilities) (19.14) (19.14)
Adjustment to retained earnings (303.03) (236.32)

Compulsorily convertible debentures issued to Coffee Day Enterprises Limited (CDEL)

The Company has issued compulsorily convertible debentures to Coffee Day Enterprises Limited, holding company. Under Indian GAAP, the
debentures were classified as liability. Under Ind AS, compulsorily convertible debentures are reclassified as equity based on the terms of the
contract. Thus the liability was reduced by Rs 4100.00 million as on 31 March 2016 with a corresponding increase in equity.

Financial guarantee obligation

The Company has given guarantee against the loan taken by it's related parties from banks. Under the previous GAAP, the guarantees given were
disclosed in the financial statement as a contingent liability. Under Ind AS, the Company has recognised such guarantee as a financial guarantee
liability under Ind AS 109 and recorded the same at it's fair value.

The impact arising from the changes is summarised below:
Year ended 31 March 2016

Statement of profit and loss

Increase in commission income (other income) 2.54

Adjustment before income tax 2.54
31 March 2016 1 April 2015

Balance sheet

Financial guarantee obligation (other non-current liabilities) 6.63 2.92

Adjustment to retained earnings 6.63 2.92

Remeasurement of post-employment benefit expenses

Under Ind AS, remeasurements i.e. actuarial gains and losses and the return on plan assets, excluding amounts included in the net interest expense
on the net defined benefit liability are recognised in other comprehensive income instead of profit or loss. Under the previous GAAP, these
remeasurements were forming part of the profit or loss for the year. As a result of this change, the profit for the year ended 31 March 2016
decreased by Rs 6.21 million,

Share-based payment

Under the previous GAAP, the cost of equity-settled employee share-based plan were recognised using the intrinsic value method. Under Ind AS,
the cost of equity settled share-based plan unvested as at 1 April 2015 and issued subsequent to transition date is recognised based on the fair
value of the options as at the grant date.

The impact arising from the changes is summarised below:
Year ended 31 March 2016

Statement of profit and loss

Decrease in share-based payments to employees (employee benefits expense) (12.67)
Adjustment before income tax (12.67)
31 March 2016 1 April 2015

Balance sheet
Share options outstanding account 14,97 2.30

Adjustment to retained earnings 14.97

There is no impact on the total equity as at 31 March 2016.
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First time adoption (continued)

Notes to the reconciliations (continued)
Deferred tax
Deferred tax have been recognised on the adjustments made on transition to Ind AS.

Retained earnings
Retained earnings as at 1 April 2015 has been adjusted consequent to the above mentioned Ind AS adjustments.

Other comprehensive income

Under Ind AS, all items of income and expense recognised in a period should be included in profit or loss for the period, unless a standard
requires or permits otherwise. Items of income and expense that are not recognised in profit or loss but are shown in the statement of profit and
loss as ‘other comprehensive income’ includes remeasurements of defined benefit plans and effective portion of gains and losses on cash flow
hedging instruments. The concept of other comprehensive income did not exist under previous GAAP.

Compulsorily convertible debentures issued to FMO
We have reclassified the Previous GAAP number for the current portion of the compulsorily convertible debenture as at 31 March 2016
amounting to Rs 169.76 million from Borrowings (non-current financial liabilities to other current financial liabilities.

Book overdrafts

Under Ind AS, book overdrafts are included in cash and cash equivalents for the purpose of presentation of statement of cash flows. Under
previous GAAP, book overdrafts were considered as part of other current liabilities and movements in book overdrafts were shown as part of
operating activities. Consequently, cash and cash equivalents have reduced by Rs 4.41 million as at 31 March 2016 (1 April 2015: Rs 1.64
million) and cash flows from operating activities for the year ended 31 March 2016 have also reduced by Rs. 2.77 million to the effect of the
movements in book overdrafts.

Bank overdrafts

Under Ind AS, bank overdrafts repayable on demand and which form an integral part of the cash management process are included in cash and
cash equivalents for the purpose of presentation of statement of cash flows. Under previous GAAP, bank overdrafts were considered as part of
borrowings and movements in bank overdrafts were shown as part of financing activities. Consequently, cash and cash equivalents have reduced
by Rs 107.46 million as at 31 March 2016 (1 April 2015: Rs-160.84 million) and cash flows from financing activities for the year ended 31 March
2016 have also reduced by Rs. 53.38 million to the effect of the movements in bank overdrafts.

As per our report of even date attached.
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