WWMW.FINANCIALEXPRESS.COM

FINANCIAL EXPRESS

TUESDAY, APRIL 9, 2019

comtinaeed from previous page

1.2

1.3

b. Principles of consolidation:

The Consolidated financial statements have been prepared on
the following basis:

i. Thea Company consolidates all the entities over which it has
control. The Company establishes control when it Is
expozed, or has righis, to wvariable returns from its
involvement with the entity and has the ability to affect those
refurns through its power over the entity. The financial
slatements of subsidiaries are included in the consolidated
financial statements from the date on which control
commences until the date on which the conirol ceases.

ii. The financial statements of the Company and its subsidiary
companies have been combined on a line-by-line basis by
adding togather the book value of like items of assels,
liabilities, income and expenses. The intra-group balances
and infra-group transactions and unrealized profits or losses
have been fully eliminated. These financial statements are
praparad by applying uniform accounting policies in use at
the Company.

ii. Theexcess of cost of acquisition to the Group over the share
of net fair value of identifiable assets, liabilities and
contingent liabilities of the subsidiary companies, at the
acquisition dates, is recognized as 'Goodwill on
Consolidation’ being an asset in the Consolidated Financial
Statements. Altematively, where the share of net fair value of
identifiable assets, liabilities and contingent liabilities of the
subsidiary companies, on the acquisition date, is in excess of
cost of acquisition, it is immediately recognized as gain in the
Statement of Profit and Loss in the Consolidated Financial
Statements.

iv. Non-controlling interest is initially measured either at fair
value or at the proportionate share of the subsidiary
companies’ idenfifiable net assets. The choice of
measurement basis is made on an acquisifion-by-acquisition
basis. Subseguently, the carrying amount of non-controlling
interest is adjusted for the changes in the equity of the
zsubsidiary companies.

v. The investments in joint venture and associate are
acoounted for using equity method. The investment is initially
recognized at cost and the carrying amount is increased or
decreased to recognize the Company's share of the profit or
loss of the investee after the date of acquisition. The
Company's share of the investee's profit orloss is recognized
inthe Statement of Profit and Loss.

c. Business Combinations

i. Business combinations have been accountad for using the
acquisition meathod under the provisions of Ind AS 103,
Business Combinations. The cost of an acquisition is
measured at the fair value of the assels transfermed, equity
instruments issued and liabilities incurred or assumed al the
date of acquisition, which is the date on which control is
franzferred to the Company. The cost of acquisition alzo
includes the fair value of any contingent consideration.
Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are measured
initially at their fair value on the date of acquisition.

ii. Transaction costs that the Group incurs in connection with a
business combination such as finders’ fees, legal fees, due
diligence fees, and other professional and consulting fees
are axpansed as incurred.

i. Business combinations involving entities under common
confrol is accounted for at carrying value using the pooling of
interest method.

iv. When there is change in the Group's interest in subsidiary
companies, that does nol result in loss of control, it is
accounted for as equity transaction. Any difference between
the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or
received is recognized directly in equity and attnbuted to the
owners of the Group.

v.  When the Group loses control on a subsidiary, the assets and
liabilities of that subsidiary and non-controlling interest, if any,
are derecognized from the consolidated financial
statements. The investment retained, if any, is recognized at
fair value on that date. The gain or loss associated with the
loss of control, attributable to the former controlling interest,
is recognized inthe Statement of Profit and Loss.

vi. Impact of any changes in the purchase consideration, after
the measuremeant period, is recorded in the Statement of
Frofit and Loss.

d. Goodwill

Goodwill represents the cost of business acquisition in excess of
the Group's interest in the net fair value of identifiable assets,
liabiliies and confingent liabilites of the acquires. When the net
fair value of the identifiable assets, liabilities and contingent
liabiliies acguired exceads the cost of business acguisition, a
gain is recognized immediately in net profit in the Statement of
Profit and Loss. Goodwill is measured at cost less accumulated
impairment lossas

Current—-non-current classification
All assets and liabilities are classified into current and non-current.
Assets

An asset is classified as current when it satisfies any of the following
criteria:

a. it is expacted to be realized in, or is intendad for sale or
consumptionin, the Group’s normal operating cycle;

b. itis held primarily for the purpose of being traded;

c. itis expected to be realized within 12 months after the reporting
date; or

d. it is cash or cash equivalent unless it is resfricted from being
exchanged or used to seltle a liability for at lzast 12 months after
the reporting date.

Current assets include the current portion of non-current financial
assets. All other assets are classified as non=current.

Liabilities

Aliability is classified as current when it satisfies any of the following
criteria;

a. itisexpectediobe settled inthe Group's normal operating cycle;
b. itis held primarily forthe purpose of being traded;

c. itisdueto be settled within 12 months after the reporting date; or
d

. the Group does not have an unconditional rnght to defer
settlernent of the liability for at least 12 months after the reporting
date. Terms of a liability that could, at the option of the
counterparty result in itz sefttement by the izsue of equity
instruments do not affect its classification.

Current liabilities include current portion of non-current financial
liabilities, All other liabilities are classified as non-currant,

Operating cycle
Operating cycle is the time batween the acquisition of assets for

processing and their realization in cash or cash equivalents. The
operating cycle of the Group is less than twelve months.

Revenue recognition

The Group derives revenues primarily from engineering services and
from the sale of its related licenses and products.

Effective 1 Aprl 2018, the Group adopted Ind AS 115 "Revenue from
Contracts with Customers”. The following is a summary of new
and/or revised significant accounting policies related to revenue
recognition. The effect on adoption of Ind AS 115 was insignificant.

Fevenue is recognised upon transfer of control of promised products
or services to customers in an amount that reflects the consideration
we expect to recaive in exchange of those goods or services,

Arrangements with customers for software related services are
gither on afixed-price or on a time-and-material basis.

Revenue on time and material contracts are recognised as the
related services are performed and revenue from the last invoicing to
the reporting date is recognised as unbilled revenue. Revenue from
fixed price contracts where the perfformance obligations are satisfied
over time and there is no uncertainty as to measurament or
collectability of consideration, is recognized as per the percentage-
of-completion methed. When there is uncertainty as to measurement
or ultimate collectability, revenue recognition is postponed until such
uncertainty is resolved, Efforts or costs expended have bean used to
measure progress towards completion as there is a direct
relationship between input and productivity. Maintenance revenue is
recognized ratably over the term of the underlying maintenance
arrangament. Revanue from client training, support and other
services arising due to the sale of software products is recognized as
the services are performed.

Revenues in excess of invoicing are classified as contract assets
(unbilled revenue) while invoicing in excess of revenues are
classified as contract liabilities (Advance Billing )

In arrangements for engineering services and the sale of its related
licenses and products, the Group has applied the guidance in Ind AS
115, 'Revenue from contract’ with customer, by applying the revenue
recognition criteria for each distinct performance obligation, The
arrangaments with customers generally meet the critaria for
considering software development and related services as distinct
perdormance obligations. For allocating the transaction price, the
Group has measured the revenue in respect of each performance
obligation of a contract at its relative standalone selling price. The
price that is regularly charged for an item when sold separately is the
best evidence of its standalone selling price. In cases where the
Group is unable o determine the standalone selling price, the Group
uses the expected cost plus margin approach in estimating the
standalone =zelling price. For software development and related
services, the performance obligations are satisfied as and when the
services are rendered since the customer generally obtains contral of
the work as it progressas.

Revenue from licenses whera the customer obtains a "right to use
"the license is recognized at the time the license iz made available to
the customer. Revenue from licenses where the customer obtains a
“right to access” is recognized over the access period. Arrangements
to deliver software products generally have threa alements: license,
implementation and Annual Technical Services(ATS). The Group has
applied the principles under Ind AS 115 to account for revenues from
these performance abligations. When implementation services are
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provided in conjunction with the licensing arrangement and the :
icense and implementation have been identified as two separate :
parformancea abligations, the transaction price for such contracts are :
allocated to each performance obligation of the contract based on :
their relative standalone selling prices. In the absence of standalone -
selling price for implementation, the performance obligation is :
estimated using the expected cost plus margin approach. Where the :
license iz required to be substantially customized as part of the -
implementation service, the entire arrangement fee for license and -
implementation is considered to be a single performance obligation :
and the revenue is recognized using the percentage-of-completion :
method as the implementation is performed. Revenue from client :
training, support and other services arising due to the sale of :
software products is recognized as the performance obligations are :
satisfied. ATS revenue is recognized ratably over the period in which :
the services are rendered. Revenue from sale of third party licenses :
is recognised only when the sale is completed by passing :

ownearship,

Deferred contract costs are incramental costs of obtaining & contract
which are recognised as assets and amortized over the term of the :

contract.

The Group accounts for volume and / or trade discounts to customers
as a reduction of revenue. Also, when the level of discount varies with -
increases in levels of revenue transactions, the company recognizes :

the liability based on its estimate of the customer's future purchases.

The company recognizes changes in the estimated amount of

obligations for discounts in the period in which the change occurs.

The discounts are passed on to the customer either as direct :

paymeants or as a raduction of payments due from the customer.

Revenue from sale of goods is recognised upon actual delivery of
goods along with transfer of significant risks and rewards to the

customers.

Expenses reimbursed by customers during the project execution are

recorded as a reduction to associated costs,

The Group presents revenues nel of indirect tax in its Statement of :

Profit and Loss.
Borrowing costs
Borrowing costs that are directly attributable to the acquisition,

construction or preduction of a gualifying asset are capitalized as part
of cost of that asset. All other bomowing costs are charged to the :

Statement of Profit and Loss,
The exchange differences arising from foreign currency bormowings,

to the extent that they are regarded as an adjustment to interast
costs, are regrouped from foreign exchange differences to finance :

costs.
Property, plant and equipment

Froperty, plant and equipment are camed at cost of acquisition or :
construction less accumulated depreciation andfor accumulated :
impairment loss, if any. The cost of an item of property, plant and :
equipment comprises its purchase price, including import duties and :
other non-refundable taxes or levies and any directly attributable cost :
of bringing the asset to its working condition for its intended use; any :
trade discounts and rabates are deducted in arriving at the purchase :
price. If significant parts of an item of property, plant and equipment :
have different useful lives , than they are accounted for as separate :
items (major companents) of property, plant and equipment, The cost
and related accumulated depreciation are eliminated from the :
consolidated financial statements upon sale or retirement of the -
asset and the resultant gains or losses are recognized in the -
Statement of Profit and Loss Assets under construction are :

disclosed as capital work-in-progress.
Intangible assets

Intangible assets are stated at cost less accumulated amortization :

and accumulated impairment, if any.

In zase of internally generated intangibles, costs incurred during the

research phase of a project are expensed when incurred.

Development activities involve a plan or design for the production of
naw or substantially improved products or processes. Development
expenditure is capitalized only if development costs can be :
measured reliably, the product or process is technically and :
commercially feasible, future economic benefits are probable, and :
the Group intends to and has sufficient resources to complete :
devalopment and to usa or sell the asset. The expenditure capitalized :
includes the cost of materials, direct labour, overhead costs that are :
diractly attributable to preparing the asset for its intended use, and :
directly attributable borrowing costs (in the same manner as in the :
case of properly, plant and equipment). Other development :
expenditure is recognized in the Statement of Profit and Loss as :

incurred.

Intangible fixed assets are derecognized on disposal or when no
future aconomic benefits are expected from its use and subsequent :

disposal or when the economic benefits are not measurable.
Depraciation and amortization

Depreciation on property, plant and equipment is provided on the
straight-line method overthe useful lives of the assefs. The estimated :

useful lives are as follows:

Type of asset Useful life
(No. of years)

Buildings'" 25

Plant and equipmeant”’ 3-4

Office Equipmant'” 510

Ownead Vehicle™ 5

Furniture and fixturas™ 7-10

™ For these class of assets, based on internal assessment the :
useful lives as given above are believed to best represent the period
over which the assets are expected fo be used. Hence. the useful :
lives for these assels are different from the useful ives as prescribed :

under Part Cof Schedule l of the Companies Act, 2013

Assetls taken on lease are amorized over shorer of useful lives and

the pericd of lease.

FPerpetual software licenses are amortized over 4 years. However,
time-based software licenses are amortized over the license period.

Capitalized development costs are amortized overa pericdof 3o 4

YEars.

The estimated useful life of an identifiable intangible asset is based

on a number of factors including the effects of obsolescence,

demand, compefition, and other economic factors (such as the
stability of the industry, and known technological advances), and the
level of maintenance expenditures required to oblain the expected :

future cash flows from the assat,

Improvements to leased premises are amortized over the remaining

non-cancellable period of the lease.

Depreciation and amorisation methods, useful lives and residual
values are reviewed at the end of each financial year and adjusted if :

appropriate.
Impairment
a. Financial assets

The Group assesses at each Balance Sheet date whether a -
financial asset or a group of financial assets is impaired. Ind AS
109 requires expected credit losses to be measured through a
loss allowance. The Group recognizes loss allowances using the
expected credit loss (ECL) moded for the financial assets which :
are not fair valued through profit or loss. Expected cradit lossas
are measured at an amount equal to the 12-month ECL, unless :
there has been a significant increase in credit risk from initial -

recognition in which case those are measured at lifetime ECL.

Loss allowances for trade receivables are always measured atan
amount equal to lifetime expected credit losses. The amount of :
expected credit losses [or reversal) that is required to adjust the :
loss allowanca at the reparting date to the amount that is required
o be recognized is recorded as an impairment gain or loss in

Statement of Profit or Loss.
b. Mon-financial assets
i. Property, plant and equipment and intangible assets

The management periodically assesses using, extarnal and
internal sources, whether there is an indication that an asset :
may be impaired. Impairment loss is recognized when the :

carrying value of an asset excesds its recoverable amount.

The recoverable amount is higher of the asset's fair value less :
cost of disposal and value in use. For the purpose of :
impairment testing, assels are grouped together into the :
smallest group of assets (cash generating unit or CGU) that :
generates cash inflows from continuing use that are largely

independent of the cash inflows of other assets or CGUs.

Intangible assets which are not yet available foruse are tested -
for impairment annually. Other assets (tangible and :
intangible) are reviewed at each reporting date to detarmine if :
there is any indication of impairment. For assets in respect of -
which any such indication exists and for intangible assets :
mandatorily tested annually for impairment, the asset's :

recoverable amount is estimated,

If at the Balance Sheet date there is an indication that a :
previously assessed impairment loss no longer exists or has
decreased, the assets or CGU's recoverable amount is -
astimated. For assets other than goodwill, the impairment :
loss is reversed to the extant that the asset’s carrying amount
does not exceed the carrying amount that would have been -
determined, net of depreciation or amortization, if no :
impairment loss had been recognized. Such a reversal is :

recognized in the Statement of Profit and Loss.
il. Goodwill

CGUs to which goodwill has been allocated are testad for :
impairment annually, or more frequently when there is :
indication for impairment. If the recoverable amount of a CGU -
is less than its carrying amount, the impairment loss is
allocated first to reduce the carrying amount of any goodwill -
allocated to the unit and then to the other assets of the unit
pro-rata on the basis of the carrying amount of each assetin -

the unit,
Inventories
Inventories which comprise raw matenals, work-in-progress,

finished goods and stores and spares, are caried at the lower of cost -
and net realizable value. Cost of inventories comprises all costs of
purchase, costs of conversion and other costs incurred in bringing -
the inventories to their present location and condition, In determining -
the cost, weighted average cost mathod is used. In the case of :
manufactured inventories and work in progress, fixed production

overheads are allocated on the basis of nommal capacity of
production facilities.

1.10 Leases
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a. Finance lease

Assets acquired under finance leases are recognized at the lower
of the fair value of the leased assels at inception of the lease or
the present value of the minimum leaze payments. Lease
payments are apportioned between the finance charge and the
reduction of cutstanding liability. The finance charge is allocated
to periods during the lease terms al a constant periodic rate of
interest on the remaining balance of the liability.

b. Operating lease

Lease arrangements where the risks and rewards incidental to
the ownership of an asset substantially vest with the lessor, are
classified as operating leases. Lease rentals under operating
leases are recognized in the Statement of Profit and Loss on
siraight line basiz over the term of the lease, unless the increase
in rentals is in line with expected general inflation.

Earnings pershare

Basic eamings per share are computed by dividing the net profit for
the year after tax by the weightaed average number of equity shares
outstanding during the year, Diluted aamings per share is computed
by dividing the net profit for the yvear after tax by the weighted
average number of equity shares outstanding during the year as
adjusted for the effects of all dilutive potential equity shares except
whera the results are anti-dilutive.

1.12 Foreign currency transactions

a. Functional and presentation currency

Indian Rupee is the Group's functional as well as presantation
CuUrrency.

b. Transactions in foreign currencies are ftranslated to the
respective functional currencies of the Group companies at the
exchange rates prevailing on the date of the transaction.
Monetary items denominated in foreign currencies are translated
into the functional currency at the year-end rates. The exchange
differences so determined and also the realized exchange
differences are recognized in the Statement of Profit and Loss.
Non-monetary items denominated in foreign currencies and
measured at fair value are translated into the functional currency
at the exchange rate prevalent at the date when the fair value was
determined. MNon-monetary items denominated in foreign
currencies and measured at hislorical cost are translated into the
functional currency at the exchange rate prevalent at the date of
transaction.

c. Translation of foreign operations

For translating the financial statements of foreign branches and
subsidianies, their functional currencies are determined. The
results and the financial position of the foreign branches and
subsidiaries are tranzslated into presentation currency so that the
foreign operation could be included in the consolidated financial
statements.

The assets and liabilities of the foreign operation with functional
currencies other than the presentation currency are translated to
the presentation currency using the closing exchange rate on the
Balance Sheet date and the Statement of Profit and Loss using
the average exchange rates for the month in which the
transactions occur. The resulting exchange differences are
accumulated in foreign currency translation reserve' in the
statement of Changes in Equity through Other comprehensive
income, On the disposal of a foreign operation, the cumulative
amount of the foreign currency translation resarve which relates
to that operation is reclassified from equity to the Statement of
Profit and Loss (as a reclassification adjustment) when the gainor
loss on disposal is recognized.,

Goodwill and fair value adjustments arising on the acquisition of a
foreign entity are treated as assets and liabilities of the foreign
entity and translated at the exchange rate in effect at the Balance
Sheet date.

1.13 Employee benefits

i} Post-employment benefit plans
Defined benefit plan

The Group's gratuity scheme is a defined benefit plan. For
defined benafit plans, the cost of providing benefits is determinad
using the Projected Unit Credit Method, with independant
actuarial valuations being carried out at each Balance Sheet
date. Remeasurement of net defined benefit liability, which
comprise actuarial gains and losses, the return on plan assets
(excluding interest) and the effects of assel ceiling (if any,
excluding interest) are recognized in Other Comprehensive
Income for the period in which they occur. Met interest expense
and other expenses related to defined benefit plans are
recagnized in Statement of Profit and Loss. Past service cost is
recognized immediately to the extent that the benefits are already
vested or amortized on a straight-line basis over the average
period until the benefits become vestad,

The retirement benefit obligation recognized in the Balance
Sheet represents the present value of the defined benefit
obligation as adjusted for unrecognized past service cost, and as
reduced by the fair value of scheme assets, if any. Any asset

resulting from this calculation is limited to the present value of
available refunds and reductions in future contributions t© the

scheme.
Defined contribution plan

A defined confribution plan is a post-employment benefit plan
under which an entity pays specified contributions to a separate
entity and has no obligation to pay any further amounts. The
Group makes specified monthly contributions towards employae
provident fund to Gowvernment administered provident fund
scheme which is a defined contribution plan. The Group's
contribution is recognized as an expense in the Statemeant of
Profit and Loss during the period in which the employee rendears
the related service.

Compensated absences

The employees of certain locations can camy-forward a portion of
the uvnulilized accrued compensated absences and utilize it in
future service periods or receive cash compensation on
termination of employment. Since the compensated absences do
not fall due wholly within twelve months after the end of the period
in which the employees render the related service and are also
not expected to be utilized wholly within twelve months after the
end of such period, the benefit is classified as a long-term
employee benefit. The Group records an obligation for such
compensated absences in the period in which the employee
renders the services that increase this entilemeant, The obligation
is maasured on the basis of independent actuarial valuation using
the projected unit credit method. Eemeasurement gainsflosses
are recognised in the Statement of Profit and Loss in the period in
which they arise.

ii) Other employee benefits

The undiscounted amount of short-term employes benefits
expected 1o ba paid in exchange for the services renderad by
employees is recognized during the period when the employee
renders the service. These benefits include compensated
absences (which cannot be carried forward) such as paid annual
leave, overseas social sacurity contributions and performance
incentives.

1.14 Income taxes

Income tax expense comprizes current and deferred income tax.
Income tax expense is recognized in the Statement of Profit and
Loss except to the extent that it relates to tems recognized directly in
equity, in which case it is recognized in other comprahensive
income. Current income tax for current and prior periods is
recognized at the amount expected {o be paid to or recovered from
the lax authorities, using the tax rates and lax laws that have been
enacted or substantively enacted by the Balance Sheet date.
Deferred income tax assets and liabilities are recognized for all
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial
statemeants.

Defarred income tax assels and liabilities are measured using tax
rates and tax laws that have been enacted or substantively enacted
by the Balance Sheet date and are expected to apply to taxable
income in the years in which those temporary differences are
expected to be recovered or seftled. The effect of changes in tax
rates on defermed income tax assets and liabilities is recognized as
income or expense in the period that includes the enactment or the
subslantive enactment date. A deferred income tax assel is
racognized to the extent that it is probable that future taxable profit
will be available against which the deductible temporary differences
and tax losses can be utilized. Deferred income taxes are not
provided on the undistributed eamings of subsidianes and branches
where it is expectad that the earnings of the subsidiary or branch will
not be distributed in the foreseeable future. The Group offsets
current tax assels and curment tax liabilities, where it has a legally
enforceable right to set off the recognized amounts and where it
intends either to settle on a net basis, or to realize the asset and
seftle the liability simultanecusly.

Minimum Alternate Tax

Minimum Alternative Tax ['MAT') under the provisions of the Income-
tax Act, 1961 is recognized as current tax in the Statement of Profit
and Loss. The cradil available under the Act in respect of MAT paid is
racognized as an asset only when and to the extent there is
convincing evidence that the Group will pay nomal income tax
during the period for which the MAT credit can be carried forward for
set-off against the normal tax liability, MAT cradit recognized as an
asszel is reviewead at each Balance Sheet date and written down o
the extent the aforesaid convincing evidence no longer exists.

1.15 Provisions, Contingent liabilities and Contingent assets

The Group recognizes provisions only when it has a present legal or
constructive obligabion as a result of a past event, it is probable that
an outflow of resources embodying economic benefits will be
required to settle the obligation and when a reliabla estimate of the
amount of the obligation can be made.

Frovisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the
lime value of monay and the risks speacific to the liability.

Mo provision is recognized for —
a. Any possible obligation that arises from past events and the

existence of which will be confirmed only by the occurrence or
non-occurrenca of one or more uncertain future events not wholly
within the control of the Group; or

b. Present obligations that arise from past evenls bul are nol
recognized because-
1) It is not probable that an outflow of resources embodying
economic benefits will ke required to settle the obligation; or

2) A reliable estimate of the amount of obligation cannot be
mads,

Such obligations are disclosed as contingent iabilities. These are
assessed continually and only that part of the obligation for which
an outflow of resources embodying economic benefils is
probable, iz provided for, except in the extremely rare
circumstanceas whera no reliable estimate can be made.

Contingent assets are not recognized in the consolidated
financial statements since this may result in the recognition of
income that may never be realized.

Provisions for onerous contracts are recognized when the
expected benefits io be derived by the Group from a contract are
lower than the unavoidable costs of meeting the future
obligations under the contract, The provision is measurad at the
prasent value of the lower of the expected cost of terminating the
contract and the expected net cost of continuing with the contract.
Before a provision is established the Group recognizes any
impairment loss on the assets associated with that contract.

Warranty

The Group has an obligation by way of warranty to maintain the
software during the period of warranty, as per the contractual
requirements, for cerain productsflicenses. Costs associated
with such sale are accrued at the time when related revenues are
recorded and included in cost of service delivery, Tha Group
estimates such cost based on historical experience and the
estimates are reviewed penodically for material changes in the
assumphons,

1.16 Research and development:

Costs incurred during the research phase of a project are expensed
when incurred. Costs incurred in the development phase are
recognized as an intangible azset in accordance with policy defined
in1.6.

1.17 Employee stock option

In respect of stock oplions granted pursuant to the Group's
Employee Stock Option Scheme, the Group recognizes employee
compeansation expense, using the grant date fair value in
accordance with Ind-AS 102 - Share Based Payment, on straight line
basis over the period owver which the employees would become
unconditionally entitled to apply for the shares.

1.18 Financial instruments

a. Initial recognition

Financial assets and liabilibes are recognized when the Group
bacomes a party to the contractual provisions of the instrument.
Financial azsets and liabilities are initially measured at fair value,
except for frade receivables which are initially measured at
transaction price. Transaction costs that are directly attributable
o the acquisition or issue of financial assels and financial
liabilities [other than financial azsets and financial liabilities at fair
value through profit or loss) are added to or deducted from the fair
value measured on initial recognition of financial asset or financial
liability:.
b. Subsequent measurement
i) Non-derivative financial instruments
Financial assets carried at amortized cost

Afinancial assel is subsequently measured at amortized cost
if it is held within a business model whose objective is to hold
the asset in order to collect contractual cash flows and the
contractual terms of the financial assel give rise on specified
dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Financial assets at fair value through other
comprehensive income

A financial asset is subsequently measured at fair value
through other comprehensive income if it is held within a
business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets
and the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interast on the principal amount outstanding.

Financial assets at fair value through profit orloss

A financial asset which is not classified in any of the above
categories are subsequently fair valued through profit or loss.

However, in cases where the Group has made an irrevocabla
election for particular investments in equity instruments that
would otherwise be measured at fair value through profit or
loss, the subsaquent changes in fair value are recognized in
other comprehensive income.

Financial liabilitias

Financial liabilities are subzeguently carried at amortized cost
using the effective interest method, except for contingent
consideration recognized in a business combination which is
subsequently measured at fair value through profit and loss.
For frade and other payables maturing within one year from
the Balance Sheet date, the carrying amounts approximate
fair value due to the short maturity of these instruments.

ii) Derivative financial instruments

The Group holds derivative financial instruments such as
foreign exchange forward contracts to mitigate the risk of
changes in exchange rates on foreign currency exposures.
the Group does not use derivative financial instruments for
speculative purposes. The counter-party to the Group's
foreign currancy forward contracts is genearally a bank,

A contract to pay or receive a fixed amount on the occurrence
or non-gccurrence of a future event is considered fo a
derivative, provided that this future event depends on a
financial variable or a non-financial variable not specific to a
party to the contract. The Group considers EBITDA, profit,
sales volume {e.g. revenue) or the cash flows of one
counterparty to be non-financial variable that are specific to a
party to the contract.

Financial assets or financial liabilities, at fair value
through profit orloss

Derivatives not designated as hedges are recognized initially
at fair value and atfributable transaction costs are recognized
in the Statement of Profit and Loss, when incurred.
Subsequent to initial recognition, these derivalives are
maasurad at fair value through profit or loss and the resulting
exchange gains or losses are included in other income.
Assets! liabilities in this category are presented as current
assatsicurrent liabilitias if they are aither held for trading or are
expected o be realized within 12 months after the Balance
Sheet date.

Cash flow hedge

The use of hedging instrumenis is governed by the Group's
policy approved by the Board of Directors, which provides
written principles on the use of such financial derivatives
consistent with the Group's risk managemeant strategy.

The Group designates certain foreign exchange forward
contracts as cash flow hedges to mitigate the risk of foreign
exchange exposure on firm commitments and highly probable
forecast ransactions,

Hedging instruments are initially measured at fair value and
are re-measured at subsequent reporting dates. The effective
portion of changes in the fair value of the derivative is
recognized in other comprehensive income and accumulated
in the cash flow hedging reserve. Any ineffective portion of
changes in the fair value of the derivative is recognized
immediately in the Statement of Profit and Loss. Hedge
accounting is discontinued when the hedging instrument
gxpires or is sold, terminated, or exercised, or no longer
gualifies for hedge accounting. For forecast fransactions any
cumulative gain or loss on the hedging instrument recognized
in cash flow hedging reserve is retained until the forecast
transaction occurs, When a hedged transaction occurs or is
no longer expacted to occur, the nat cumulative gain or loss
recognized in cash flow hedging reserve iz transferred to the
Statement of Profit and Loss.

The amount recognised in Other comprehensive income is
reclassified to profit or loss as a reclassification adjustment in
the same period as the hadged cash flows affect profit or loss,
and inthe same line item in the Statement of Profit or Loss and
Cther comprehensive income.
iii) Treasury Shares

When any entity within the Group purchases the Group's
ordinary shares, the consideration paid including any diractly
attributable incramental cost is presanted as a deduction from
total equity, unftil they are cancelled, sold or reissued. When
treasury shares are sold or reissued subsequently, the
amount received is recognized as an increase in aquity, and
tha resulting surplus or daficit on the transaction is transferred
tof from share premium.

c. Derecognition of financial instruments

The group derecognizes a financial asset when the contractual
rights to the cash flows from the financial asset expire or it
ransfers the financial assel and the transfer qualifies for
deracognition under Ind-AS 109, A financial liability (or a part of a
financial liability) is derecognized from the group's Balance Sheet
when the obligation specified in the contract is discharged or
cancelled or expires.

d. Fairvalue of financial instruments

The Group uses discounted cash flow analysis method for the fair
value of its financial instruments except for employea stock
options (E30P) , where Black and Scholes options pricing model
is used. The method of assessing fair value results in general
approximation of value and such value may never aclually be
realized.

For all other financial instruments the carrying amount
approximates fair wvalue due to short maturity of those
instruments.

comtinueed om next page..




