EASTERN COALFIELDS LIMITED

[A Subsidiary of Coal India Limited)

Note: 1 CORPORATE INFORMATION

Eastern Coalfields Limited (The Company) was incorporated as a private Limited Company on 1¥ November, 1975 as a 100%
Subsidiary of Coal India Limited (CIL) upon taking over assets and liabilities vested with the Eastern Division of Coal Mines
Authority Limited (former name of Coal India Limited). The Company is primarily engaged in business of production and sale
of coal.

The Company is domiciled in India and has its registered office at CMD's Office, Sanctoria, Post- Dishergarh, District-
Paschim Burdwan, Pin- 713333.

Note 2: SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of preparation of financial statements

The financial statements of Eastern Coalfields Limited (ECL or the Company) have been prepared in accordance with
Indian Accounting Standards (Ind AS) notified under the Section 133 of Companies Act, 2013 ("The Act”) Indian Accounting
Standards) Rules, 2015..

The financial statements have been prepared on historical cost basis of measurement, except for:

» certain financial assets and liabilities measured at fair value (refer Accounting Palicy on financial instruments in para
2.14);

» Defined benefit plans- plan assets measured at fair value;
» |Inventories at Cost or NRV, whichever is lower (refer Accounting Policy in para no. 2.20).
21.1 Rounding of amounts

Amounts in these financial statements have, unless otherwise indicated, have been rounded off to ‘rupees in Crore’ up to
two decimal points.

2.2 Current and non-current Classification

The Company presents assets and liabilities in the Balance Sheet based on current/non-current classification. An asset is
treated as current by the Company when:

a. it expects to realize the asset or intends to sell or consume it in its normal operating cycle;
b. it holds the asset primarily for the purpose of trading;
it expects to realize the asset within twelve months after the reporting period; or

d. the asset is cash or cash equivalent (as defined in Ind AS 7) unless the asset is restricted from being exchanged or used to
settle a liability for at least twelve months after the reporting period. All other assets are classified as non-current.

A liability is treated as current by the Company when:

a. it expects to settle the liability in its normal operating cycle;

b. it holds the liability primarily for the purpose of trading;

¢. the liability is due to be settled within twelve months after the reporting period; or

d. it does not have an unconditional right to defer settlement of the liability for at least twelve months after the reporting
period. Terms of a liability that could, at the option of the counterparty, result in its settlement by the issue of equity
instruments do not affect its classification.

All other liabilities are classified as non-current.
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EASTERN COALFIELDS LIMITED
(A Subsidiary of Coal India Limiteo)

2.3.1 Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognized when control of the goods or services are transferred to the customer
at an amount that reflects the consideration to which the Company expects to be entitled in exchange for those goods or
services. The Company has generally concluded that it is the principal in its revenue arrangements because it typically
controls the goods or services before transferring them to the customer.

The principles in Ind AS 115 are applied using the following five steps:
Step 1: Identifying the contract:
The Company account for a contract with a customer only when all of the following criteria are met:
a. the parties to the contract have approved the contract and are committed to perform their respective obligations;
b. the Company can identify each party's rights regarding the goods or services to be transferred;
the Company can identify the payment terms for the goods or services to be transferred,;

d. the contract has commercial substance (i.e. the risk, timing or amount of the Company’s future cash flows is expected
to change as a result of the contract); and

e. itis probable that the Company will collect the consideration to which it will be entitled in exchange for the goods or
services that will be transferred to the customer. The amount of consideration to which the Company will be entitled
may be less than the price stated in the contract if the consideration is variable because the Company may offer the
customer a price concession, discount, rebates, refunds, credits or be entitled to incentives, performance bonuses or
similar items.

Combination of contracts:
The Company combines two or more contracts entered into at or near the same time with the same customer (or related
parties of the customer) and account for the contracts as a single contract if one or more of the following criteria are met:

a. the contracts are negotiated as a package with a single commercial objective;
b. the amount of consideration to be paid in one contract depends on the price or performance of the other contract; or

c. the goods or services promised in the contracts (or some goods or services promised in each of the contracts) are a
single performance obligation.

Contract modification:
The Company account for a contract modification as a separate contract if both of the following conditions are present:

a. the scope of the contract increases because of the addition of promised goods or services that are distinct; and

b. the price of the contract increases by an amount of consideration that reflects the company's stand-alone selling prices
of the additional promised goods or services and any appropriate adjustments to that price to reflect the circumstances
of the particular contract.

Step 2 : Identifying performance obligations:

At contract inception, the Company assesses the goods or services promised in a contract with a customer and identify as
a performance obligation each promise to transfer to the customer either:

a. agood or service (or a bundle of goods or services) that is distinct; or

b. a series of distinct goods or services that are substantially the same and that have the same pattern of transfer to the
customer.
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EASTERN COALFIELDS LIMITED
(A Subsidiary of Coal India Limited)

Step 3: Determining the transaction price

The Company consider the terms of the contract and its customary business practices to determine the transaction price.
The transaction price is the amount of consideration to which the company expects to be entitled in exchange for transferring
promised goods or services to a customer, excluding amounts collected on behalf of third parties. The consideration promised
in a contract with a customer may include fixed amounts, variable amounts or bath.

When determining the transaction price, the Company Consider the effects of all of the following:
a. variable consideration;
b. constraining estimates of variable consideration;

3y

the existence of significant financing component;
d. non-cash consideration;
e. consideration payable to a customer.

An amount of consideration can vary because of discounts, rebates, refunds, credits, price concessions, incentives,
performance bonuses or other similar items. The promised consideration can also vary if the company's entitlement to the
consideration is contingent on the occurrence or non-occurrence of a future event.

In some contracts, penalties are specified. In such cases, penalties are accounted for as per the substance of the contract.
Where the penalty is inherent in determination of transaction price, it form part of variable consideration.

The Company includes in the transaction price some or all of the amount of estimated variable consideration only to the
extent that it is highly probable that a significant reversal in the amount of cumulative revenue recognized will not occur when
the uncertainty associated with the variable consideration is subsequently resolved.

The Company does not adjust the promised amount of consideration for the effects of a significant financing component if
it expects, at contract inception, that the period between when it transfers a promised good or service to a customer and
when the customer pays for that good or service will be one year or less.

The Company recognizes a refund liability if the Company receives consideration from a customer and expects to refund
some or all of that consideration to the customer. A refund liability is measured at the amount of consideration received (or
receivable) for which the company does not expect to be entitled (i.e. amounts not included in the transaction price). The
refund liability (and corresponding change in the transaction price and, therefore, the contract liability) is updated at the end
of each reporting period for changes in circumstances.

After contract inception, the transaction price can change for various reasons, including the resolution of uncertain events
or other changes in circumstances that change the amount of consideration to which the Company expects to be entitled in
exchange for the promised goods or services.

Step 4 : Allocating the transaction price:

The objective when allocating the transaction price is for the Company to allocate the transaction price to each performance
obligation (or distinct good or service) in an amount that depicts the amount of consideration to which the Company expects
to be entitled in exchange for transferring the promised goods or services to the customer.

To allocate the transaction price to each performance obligation on a relative stand-alone selling price basis, the Company
determines the stand-alone selling price at contract inception of the distinct good or service underlying each performance
obligation in the contract and allocate the transaction price in proportion to those stand-alone selling prices.

Step 5: Recognizing revenue:

The Company recognizes revenue when (or as) the Company satisfies a performance obligation by transferring a promised
goods or service to a customer. A goods or service is transferred when (or as) the customer obtains control of that goods
or service.
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EASTERN COALFIELDS LIMITED
(A Subsidiary of Coal India Limiteo)

The Company transfers control of a good or service over time and, therefore, satisfies a performance obligation and
recognizes revenue over time, if one of the following criteria is met:

a. the customer simultaneously receives and consumes the benefits provided by the company's performance as the
Company performs;

b. the Company's performance creates or enhances an asset that the customer controls as the asset is created or enhanced;

c. the Company's performance does not create an asset with an alternative use to the Company and the Company has an
enforceable right to payment for performance completed to date.

For each performance obligation satisfied over time, the Company recognizes revenue over time by measuring the progress
towards complete satisfaction of that performance obligation.

The Company applies a single method of measuring progress for each performance obligation satisfied over time and the
Company applies that method consistently to similar performance obligations and in similar circumstances. At the end of
each reporting period, the Company re-measure its progress towards complete satisfaction of a performance obligation
satisfied over time.

Company apply output methods to recognize revenue on the basis of direct measurements of the value to the customer of
the goods or services transferred to date relative to the remaining goods or services promised under the contract. Qutput
methods include methods such as surveys of performance completed to date, appraisals of results achieved, milestones
reached, time elapsed and units produced or units delivered.

As circumstances change over time, the Company update its measure of progress to reflect any changes in the outcome of
the performance obligation. Such changes to the Company’s measure of progress is accounted for as a change in accounting
estimate in accordance with Ind AS 8, Accounting Policies, Changes in Accounting Estimates and Errors.

The Company recognizes revenue for a performance obligation satisfied over time only if the Company can reasonably
measure its progress towards complete satisfaction of the performance obligation. When (or as) a performance obligation
is satisfied, the company recognize as revenue the amount of the transaction price (which excludes estimates of variable
consideration that are constrained that is allocated to that performance obligation.

If a performance obligation is not satisfied over time, the Company satisfies the performance obligation at a point in time.
To determine the point in time at which a customer obtains control of a promised good or service and the Company satisfies
a performance obligation, the Company consider indicators of the transfer of control, which include, but are not limited to,
the following:

a. the Company has a present right to payment for the good or service;

b. the customer has legal title to the good or service;

c. the Company has transferred physical possession of the good or service;

d. the customer has the significant risks and rewards of ownership of the good or service;
e. the customer has accepted the good or service.

When either party to a contract has performed, the Company present the contract in the balance sheet as a contract asset
or a contract liability, depending on the relationship between the company’s performance and the customer's payment. The
Company present any unconditional rights to consideration separately as a receivable.

Contract assets:

A contract asset is the right to consideration in exchange for goods or services transferred to the customer. If the Company
performs by transferring goods or services to a customer before the customer pays consideration or before payment is due,
a contract asset is recognized for the earned consideration that is conditional.
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EASTERN COALFIELDS LIMITED
[A Subsidiary of Coal India Limiied)
Trade receivables:

A receivable represents the Company's right to an amount of consideration that is unconditional (i.e., only the passage of
time is required befare payment of the consideration is due).

Contract liabilities:

A contract liability is the obligation to transfer goods or services to a customer for which the Company has received
consideration (or an amount of consideration is due) from the customer. If a customer pays consideration before the Company
transfers goods or services to the customer, a contract liability is recognized when the payment made or due (whichever is
earlier). Contract liabilities are recognized as revenue when the Company performs under the contract.

2.3.2 Interest

Interest income is recognised using the Effective Interest Method.

2.3.3 Dividend

Dividend income from investments is recognised when the rights to receive payment is established.
2.3.4 Other Claims

Other claims (including interest on delayed realization from customers) are accounted for, when there is certainty of
realisation and can be measured reliably.

2.4 Grants from Government

Government Grants are not recognised until there is reasonable assurance that the company will comply with the conditions
attached to them and that there is reasonable certainty that grants will be received.

Government grants are recognised in Statement of Profit & Loss on a systematic basis over the periods in which the company
recognises as expenses the related costs for which the grants are intended to compensate.

Government Grants related to assets are presented in the balance sheet by setting up the grant as deferred income and are
recognised in Statement of Profit and Loss on systematic basis over the useful life of asset.

Grants related to income (i.e. grant related to other than assets) are presented as part of Statement of Profit and Loss under
the head ‘Other Income’.

A government grant/assistance that becomes receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the Company with no future related costs, is recognised in profit or loss of
the pericd in which it becomes receivable.

The Government grants or grants in the nature of promoter's contribution should be recognised directly in “Capital Reserve”
which forms part of the “Shareholders Fund”.

2.5 Leases

A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration.

2.5.1 Company as a lessee

At the commencement date, a lessee shall recognise a right-of-use asset at cost and a lease liability at the present value of
the lease payments that are not paid at that date for all leases unless the lease term is 12 months or less or the underlying
asset is of low value.

Subsequently, right-of-use asset is measured using cost model whereas, the lease liability is measured by increasing the
carrying amount to reflect interest on the lease liability, reducing the carrying amount to reflect the lease payments made
and re-measuring the carrying amount to reflect any reassessment or lease modifications.

Finance charges are recognised in finance costs in the Statement of Profit and Loss, unless the costs are included in the
carrying amount of another asset applying other applicable standards.
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