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2008-09 — Summarised Results

(Rupees in Crores) Watches Jewellery Others Corporate  Total
Sales / Income from Operations 946.19| 2760.23 141.3 - 3847.72
Less : Excise Duty 39.22 - 5.12 - 44.34
Net Sales / Income from Operations 906.97| 2760.23 136.18 - 3803.38
Add : Other income 1.52 2.97 0.11 0.66 5.26
Net Sales / Income from Segments 908.49| 2763.20 136.29 0.66( 3808.64
Profit before interest and taxes 137.86 164.40 -24.11 -18.16 259.99
Less : Interest 29.43
Profit before taxes 230.56
Less : Taxes for the year 60.68
Taxes of previous years 10.92
Net profit after taxes 158.96
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India will be adopting International Financial Reporting Standards (IFRS) from 1 April 2011.

Essentially, this involves the adoption of several new (and different) accounting standards. One
way of doing this is to wait until April 2011 and change over in one shot. However, the more
prudent course is to progressively adopt these standards over the two-year period available to
us. One of the new standards is AS 30 which covers hedge and derivative accounting. Our gold
stocks are completely hedged and this standard is therefore applicable to us and we decided to
adopt it from 1 April 2009.

Our inventory of gold (including finished jewellery) was earlier valued on a "Weighted Average
Cost" system. However, when one adopts hedge accounting, this method of inventory valuation
gives a slight distortion to the operating results. FIFO gives a much lower distortion (in theory,
no distortion at all) and Titan Industries Ltd has therefore simultaneously adopted FIFO.

For the first quarter, the change in stock valuation is about Rs 30 crores, and for the second
guarter, it is Rs 1.89 crores, both of which have been accounted under |Decrease / Increase in

stock-in-tradeJ.

An illustrative comparison of the two methods follows.

24



EXAMPLE - COMPARISON OF FIFO & WAM

FIFO Method Weighted Average Method
Weight — Weight - Rate/g
gm Rate/gm Value gm m Value
Opening Stock 60 1,000 60,000 [Opening Stock 60 1,000 60,000
Purchases (Fixed) 30 1,200 36,000 [Purchases (Fixed) 30 1,200 36,000
Sales 80 1,300 104,000 | Sales 80 1,300 104,000
Closing stock 10 1,200 12,000 |[Closing stock 10 1,067 10,667
Profit (Sales less Profit (Sales less
cost of sales)---(A) 20,000 | cost of sales)---(A) 18,667
Hedagin
Weight Rate V alue
Opening Sell forward 60 1,000 60,000
Sell forward 30 1,200 36,000
Buy forward 80 1,300 104,000
Closing sell forward 10 1,200 12,000
Loss payable to bank ------ (B) (20,000)
FIFO Method Weighted Average Method
Net P/L Impact---(C)=(A-B) NIL Net P/L Impact---(C)=(A-B) (1,333)

» Under FIFO method- No profit or loss

» Under Weighted average method- Loss of Rs. 1333 whi  ch will be recouped when the closing stock is sold i n the
next period 25
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