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Accounting Policy 

1.1 Basis of Preparation and Presentation 
 

The financial statements have been prepared in accordance with the Indian Accounting Standards (Ind 

AS) on the historical cost basis except for certain financial instruments that are measured at fair values 

at the end of each reporting period as explained in the accounting policies below, the relevant 

provisions of the Companies Act, 2013 (the Act) (to the extent notified) and the guidelines issued by the 

National Housing Bank (NHB) to the extent applicable. The Ind AS are prescribed under Section 133 of 

the Act read with Rule 3 of the Companies (Indian Accounting Standards) Rules, 2015 and relevant 

amendment rules issued thereafter. The financial statements are presented in Indian Rupees which is 

the functional and the presentation currency. 

Effective April 1, 2019, the Company has adopted all the Ind AS and the adoption was carried out in 

accordance with Ind AS 101, First time Adoption of Indian Accounting Standards, with effect from April 

1,2018 as the first transition date. The transition was carried out from Indian Accounting Principles 

generally accepted in India as prescribed under Section 133 of the Act, read with Rule 7 of the 

Companies (Accounts) Rules, 2014 (IGAAP), which was the previous GAAP. 

 

 
1.2 Use of Estimates and Judgments 

 

The preparation of financial statements in conformity with Ind AS requires management to make 

judgments, estimates and assumptions, that affect the application of accounting policies and the 

reported amounts of assets, liabilities, and disclosure of Contingent liabilities at the date of these 

financial statements and the reported amounts of revenues and expenses for the years 

presented. Actual results may differ from these estimates. 

Estimates and underlying assumptions are reviewed at each balance sheet date. Revisions to 

accounting estimates are recognized in the period in which the estimate is revised and future 

periods affected. 

The application of accounting policies that require critical accounting estimates involving complex 

and subjective judgments and the use of assumptions in these financial statements are as below: 

1. Measurement of Expected Credit Loss 

2. Measurement of useful life of Property, Plant & Equipment 
 

3. Estimation of Taxes on Income 

4. Estimation of Employee Benefit Expense 
 

1.3 Presentation of Financial Statements 
 

The Balance Sheet and the Statement of Profit and Loss are prepared on accrual basis and 

presented in the format prescribed in the Schedule III to the Act. The Statement of Cash Flows 



has been prepared and presented as per the requirements of Ind AS 7 “Statement of Cash Flows”. 

Amounts in the financial statements are presented in Indian Rupees. 

1.4 Revenue recognition 
 

The Company has recognized revenue pursuant to a contract (other than a contract listed in 

paragraph 5 of Ind AS 115) only if the counterparty to the contract is a customer. A customer is 

a party that has contracted with an entity to obtain services that are an output of the entity’s 

ordinary activities in exchange for consideration. 

Revenue is recognized to the extent that it is probable that the economic benefits will flow to 

the Company and the revenue can be reliably measured and there exists reasonable certainty of 

its recovery. 

In case of default company calculates interest on the closing outstanding balance. 

1.4.1 Interest and Similar Income 
 

Interest income, for all financial instruments measured either at amortized cost or at fair value 

through other comprehensive income, is recorded using the effective interest rate (EIR). EIR is 

the rate that exactly discounts the estimated future cash payments or receipts over the 

contractual life of the financial instrument to the gross carrying amount of the financial asset. 

The calculation takes into account all contractual terms of the financial instrument (for example, 

prepayment options) and includes any fees or incremental costs that are directly attributable 

and are an integral part of the EIR, but not future credit losses. 

When calculating the effective interest rate, the Company estimates cash flows considering all 

contractual terms of the financial instrument but does not consider future credit losses 

1.4.2 Other charges and other interest 

Overdue interest in respect of loans is recognized upon realization. 

Other ancillary charges are recognized upon realization. 

1.4.3 Dividend Income 

Dividend income is recognized when the Company’s right to receive dividend is established by 

the reporting date. 

 
1.4.4 Fees and Commission Income: 

Processing fees collected on loan proposals, the entire fees will be amortized over the 

behavioral tenure of the loan and will be recognized as income on the basis of Effective Interest 

Rate calculation. 

Other Fees and commission Incomes: 

Other Fees and commission income includes fees other than those that are an integral part of 

EIR. The Company recognizes the fees and commission income in accordance with the terms of 

the relevant contracts / agreements and when it is probable that the Company will collect the 

consideration. 



 

 

1.5 Property, Plant and Equipment (PPE) 
 

PPE is recognized when it is probable that future economic benefits associated with the item will 

flow to the Company and the cost of the item can be measured reliably. PPE is stated at original cost 

less accumulated depreciation and cumulative impairment, if any, Cost includes professional fees 

related to the acquisition of PPE. 

For transition to Ind AS, the Company has elected to adopt as deemed cost, the carrying value of 

PPE measured as per IGAAP less accumulated depreciation and cumulative impairment on the 

transition date of April 1, 2018. 

PPE not ready for the intended uses on the date of the Balance Sheet are disclosed as “capital work- 

in progress. 

Depreciation is recognised using WDV method so as to write off the cost of the assets (other than 

freehold land) less their residual values over their useful lives specified in Schedule II to the Act, or 

in case of assets where the useful life was determined by technical evaluation, over the useful life so 

determined. Depreciation method is reviewed at each financial year end to reflect expected pattern 

of consumption of the future economic benefits embodied in the asset. The estimated useful life 

and residual values are also reviewed at each financial year end with the effect of any change in the 

estimates of useful life/residual value is accounted on prospective basis. 

 
 

An item of property, plant and equipment is derecognised upon disposal or when no future 

economic benefits are expected to arise from the continued use of the asset. Any gain or loss 

arising on the disposal or retirement of an item of property, plant and equipment is determined 

as the difference between the sales proceeds and the carrying amount of the asset and is 

recognised in profit or loss. 

1.6 Intangible Assets 

Intangible assets comprising application software are recognised when it is probable that 

thefuture economic benefits that are attributable to the asset will flow to the enterprise and the 

cost of the asset can be measured reliably. Intangible assets are stated at original cost less 

accumulated amortisation and cumulative impairment. Administrative and other general 

overhead expenses that are specifically attributable to acquisition of intangible assets are 

allocated and capitalised as a part of the cost of the intangible assets. 

Intangible assets not ready for the intended use on the date of Balance Sheet are disclosed as 

“Intangible assets under development”. 

Intangible assets are amortised on straight line basis over the estimated useful life as follows : 

Name of Asset Useful life (years) 

Computer Software 10 



License 3 

The method of amortisation and useful life are reviewed at the end of each accounting year with 

the effect of any changes in the estimate being accounted for on a prospective basis. 

An intangible asset is derecognised on disposal or when no future economic benefits are 

expected from use or disposal. Gains or losses arising from de-recognition of an intangible asset, 

measured as the difference between the net disposal proceeds and the carrying amount of the 

asset and are recognised in profit or loss when the asset is derecognised. 

1.7 Employee Benefits 
 

1.7.1 Short-term obligations: 
 

Short-term employee benefits are expensed as the related service is provided. A liability is 

recognised for the amount expected to be paid if the Company has a present legal or 

constructive obligation to pay this amount as a result of past service provided by the 

employee and the obligation can be estimated reliably. 

1.7.2 Post-employment obligations: 
 

The Company operates the following post-employment schemes: 

(a) defined benefit plans such as gratuity; and (b) 

defined contribution plans such as provident 

fund. 

1.7.3 Defined Benefit Plans: 
 

The Company’s net obligation in respect of defined benefit plans is calculated separately 

for each plan by estimating the amount of future benefit that employees have earned in 

the current and prior periods, discounting that amount and deducting the fair value of any 

plan assets. 

Remeasurement of the net defined benefit liability, which comprise actuarial gains and 

losses and the return on plan assets (excluding interest) and the effect of the asset ceiling 

(if any, excluding interest), are recognised immediately in other comprehensive income 

(OCI). Net interest expense (income) on the net defined liability (assets) is computed by 

applying the discount rate, used to measure the net defined liability (asset). Net interest 

expense and other expenses related to defined benefit plans are recognised in Statement 

of Profit and Loss. When the benefits of a plan are changed or when a plan is curtailed, the 

resulting change in benefit that relates to past service or the gain or loss on curtailment is 

recognised immediately in Statement of Profit and Loss. The Company recognises gains and 

losses on the settlement of a defined benefit plan when the settlement occurs. 

1.7.4 Defined contribution plan 
 

Obligations for contributions to defined contribution plans are expensed as the related 

service is provided and the Company will have no legal or constructive obligation to pay 



further amounts. Prepaid contributions are recognised as an asset to the extent that a cash 

refund or a reduction in future payments is available. 

1.7.5 Termination benefits 
 

Termination benefits are recognised as an expense when the Company is demonstrably 

committed, without realistic possibility of withdrawal, to a formal detailed plan to either 

terminate employment before the normal retirement date, or to provide termination 

benefits as a result of an offer made to encourage voluntary redundancy. Termination 

benefits for voluntary redundancies are recognised as an expense if the Company has made 

an offer encouraging voluntary redundancy, it is probable that the offer will be accepted, 

and the number of acceptances can be estimated reliably. 

1.8 Leases 

The company assesses whether a contract contains a lease, at inception of a contract. The Company, as a 

lessee, recognises a right-of-use asset and a lease liability for its leasing arrangements, if the contract 

conveys the right to control the use of an identified asset. The contract conveys the right to control the 

use of an identified asset, if it involves the use of an identified asset and the Company has substantially 

all of the economic benefits from use of the asset and has right to direct the use of the identified asset. 

The cost of the right-of-use asset shall comprise of the amount of the initial measurement of the lease 

liability adjusted for any lease payments made at or before the commencement date plus any initial direct 

costs incurred. The right-of-use assets is subsequently measured at cost less any accumulated 

depreciation, accumulated impairment losses, if any and adjusted for any remeasurement of the lease 

liability. The right-of-use assets is depreciated using the straight-line method from the commencement 

date over the shorter of lease term or useful life of right-ofuse asset. 
 

The company has a lease agreement for the office premise, which is a cancellable agreement. A 

lease has a contract period of five years but can be terminated any time at the option of the 

lessor or the lessee without incurring any significant penalty. Therefore, the company has not 

taken into account the effect of Ind AS 116. 

Thus, Lease rentals on assets under operating lease are charged to the Statement of Profit and 

Loss on a straight line basis over the term of the relevant lease. 

1.9 Financial instruments 

1.9.1 Initial recognition and measurement: 

All financial instruments are recognised initially at fair value. Transaction costs that are 

directly attributable to the acquisition of the financial asset are recognised in determining 

the carrying amount, if it is not classified as at fair value through profit or loss. 

Purchase or sale of financial assets that require delivery of assets within a time frame 

established by regulation or convention in the market place (regular way trade) are 

recognised on trade date. Loans, borrowings and payables are recognised net of directly 

attributable transaction costs. Subsequently, financial instruments are measured according 

to the category in which they are classified. 

1.9.2 Subsequent measurement: 



For the purpose of subsequent measurement, financial instruments of the Company are 

classified in the following categories: non- derivative financial assets comprising amortised 

cost, debt instruments at fair value through other comprehensive income (FVTOCI), equity 

instruments at FVTOCI or fair value through profit and loss account (FVTPL), non-derivative 

financial liabilities at amortised cost or FVTPL and derivative financial instruments (under 

the category of financial assets or financial liabilities) at FVTPL. 

The classification of financial instruments depends on the objective of the business model 

for which it is held. Management determines the classification of its financial instruments 

at initial recognition. 

1.9.3 Non-derivative financial assets 
 

(i) Business Model Test for Financial Assets 
 

An assessment of business models for managing financial assets is fundamental to the classification of a 

financial asset. The Company determines the business models at a level that reflects how financial assets 

are managed together to achieve a particular business objective. The Company’s business model does not 

depend on management’s intentions for an individual instrument, therefore the business model is not 

assessed on an instrument-byinstrument basis but at a higher level of aggregated portfolios and is based 

on observable factors such as: 
 

(a) How the performance of the business model and the financial assets held within that 

business model are evaluated and reported to the entity’s key management 

personnel; 

(b) The risks that affect the performance of the business model (and the financial assets 

held within that business model) and, in particular, the way in which those risks are 

managed; and 

(c) How employees of the business are compensated (e.g. whether the compensation is 

based on the fair value of mutual funds of the assets managed or on the contractual 

cash flows collected of loans). 

At initial recognition of a financial asset, the Company determines whether newly 

recognised financial assets are part of an existing business model or whether they reflect 

the commencement of a new business model. The Company reassesses its business models 

each reporting period to determine whether the business models have changed since the 

preceding period. For the current and prior reporting period the Company has not 

identified a change in its business models. 

Solely Payment of Principal and Interest (SPPI test) 

For an asset to be classified and measured at amortised cost or at FVTOCI, its contractual 

terms should give rise to cash flows that are meeting SPPI test. 

For the purpose of SPPI test, principal is the fair value of the financial asset at initial 

recognition. That principal amount may change over the life of the financial asset (e.g. if 



there are repayments of principal). Interest consists of consideration for the time value of 

money, for the credit risk associated with the principal amount outstanding during a 

particular period of time and for other basic lending risks and costs, as well as a profit 

margin. The SPPI assessment is made in the currency in which the financial asset is 

denominated. 

Contractual cash flows that are SPPI are consistent with a basic lending arrangement. 

Contractual terms that introduce exposure to risks or volatility in the contractual cash flows 

that are unrelated to a basic lending arrangement, such as exposure to changes in equity 

prices or commodity prices, do not give rise to contractual cash flows that are SPPI. An 

originated or an acquired financial asset can be a basic lending arrangement irrespective of 

whether it is a loan in its legal form. 

(ii) Financial assets at amortised cost 

A financial asset shall be measured at amortised cost if both of the following conditions are 

met: 

(a) the financial asset is held within a business model whose objective is to hold financial 

assets in order to collect contractual cash flows and 

(b) the contractual terms of the financial asset give rise on specified dates to cash flows 

that are solely payments of principal and interest (SPPI) on the principal amount 

outstanding. 

They are presented as current assets, except for those maturing later than 12 

months after the reporting date which are presented as non- current assets. 

Financial assets are measured initially at fair value plus transaction costs and 

subsequently carried at amortized cost using the effective interest rate method, less 

any impairment loss. 

Financial assets at amortised cost are represented by trade receivables, security 

deposits, cash and cash equivalents, employee and other advances and eligible 

current and noncurrent assets. Cash and cash equivalents are highly liquid 

instruments that are readily convertible into cash and which are subject to an 

insignificant risk of changes in value and comprise cash on hand and in banks and 

demand deposits with banks which can be withdrawn at any time without prior 

notice or penalty on the principal. 

(iii) Financial instruments at FVTOCI 
 

A financial instrument shall be measured at fair value through other comprehensive income 

if both of the following conditions are met: 

(a) the objective of the business model is achieved by both collecting contractual cash 

flows and selling financial assets and 

(b) the asset’s contractual cash flow represents SPPI 



Financial instruments included within FVTOCI category are measured initially as well 

as at each reporting period at fair value plus transaction costs. Fair value movements 

are recognised in other comprehensive income (OCI). However, the Company 

recognises interest income, impairment losses & reversals and foreign exchange 

gain/(loss) in statement of profit and loss. On de-recognition of the asset, cumulative 

gain or loss previously recognised in OCI is reclassified from equity to profit and loss. 

Interest earned is recognised under the effective interest rate (EIR) model. 

 
 

(iv) Financial instruments at FVTPL 

 

A financial asset shall be measured at fair value through profit or loss unless it is measured 

at amortised cost or at fair value through other comprehensive income. 

1.9.4 Non-derivative financial liabilities 

Financial liabilities at amortised cost 

Financial liabilities at amortised cost represented by borrowings, trade and other payables 

are initially recognized at fair value, and subsequently carried at amortized cost using the 

effective interest rate method. 

1.9.5 Impairment of financial assets 
 

"Ind AS 109 establishes a credit risk impairment model based on expected losses. This 

model will apply to loans and debt instruments measured at amortised cost or at fair value 

through shareholders’ equity (on a separate line), to loan commitments and financial 

guarantees not recognised at fair value, as well as to lease receivables. The impairment 

model under Ind AS 109 requires accounting for 12-month expected credit losses (that 

result from the risk of default in the next 12 months) on the financial instruments issued or 

acquired, as of the date of initial recognition on the balance sheet. Expected credit losses at 

maturity (that result from the risk of default over the life of the financial instrument) will be 

recognised if the credit risk has increased significantly since initial recognition (Stage 2) or 

have become credit impaired (Stage 3). 

Under the standard, there is also a rebuttable presumption that the credit risk on a 

financial asset has increased significantly since initial recognition when contractual 

payments are more than 30 days past due. Based on past experience, the company has 

developed the ECL model rebutting this presumption and uses 30 days past due as the 

trigger for confirming a significant increase in credit risk. The structure of the ECL model 

developed by the company is :" 

Stage Assets 

1 Standard Assets 
 

Standard asset means the asset in respect of which, no default in repayment of 

principal or payment of interest is perceived and which does not disclose any problem 

nor carry more than normal risk attached to the business 



2 Sub-standard Assets 
 

Substandard asset means : 

(I) an asset, which has been classified as non-performing asset for a period not 

exceeding twelve months; 

an asset, where the terms of the agreement regarding interest and/or principal have 

been re-negotiated or rescheduled after release of any instalment of loan or an 

intercorporate deposit which has been rolled over, until the expiry of one year 

of satisfactory performance under the re-negotiated or rescheduled terms: 

Provided that where a delay in completion of a project is caused on account of 

factors beyond the control of the project implementing agency, terms of the 

loan agreement regarding interest and/ or principal may be rescheduled once 

before the completion of the project and such loans may be treated as 

standard asset, subject to the condition that such reschedulement shall be 

permitted only once by the Board of Directors of the concerned housing finance 

company and that interest on such loan is paid regularly and there is no default; 

Provided further that where natural calamities impair the repaying capacity of a 

borrower, terms of the loan agreement regarding interest and/ or principal may 

be rescheduled and such loans shall not be classified as sub-standard; the 

classification of such loans would thereafter be governed by the revised terms 

and conditions. 

3 Doubtful and Loss Assets 
 

(a) Doubtful asset means a term loan, or a leased asset, or a hire purchase asset, or 

any other asset, which remains a sub-standard asset for a period exceeding 

twelve months; 

b) loss asset means – 

(i) an asset which has been identified as loss asset by the housing finance 

company or its internal or external auditor or by the National Housing Bank, 

to the extent it is not written off by the housing finance company; and 

(ii) an asset which is adversely affected by a potential threat of non- 

recoverability due to any one of the following, namely:- 

(a) non-availability of security, either primary or collateral, in case of secured loans and 

advances; 

(b) erosion in value of security, either primary or collateral, is established; 
 

(c) insurance claim, if any, has been denied or settled in part; 
 

(d) fraudulent act or omission on the part of the borrower; 
 

(e) the debt becoming time barred under Limitation Act, 1963 (36 of 1963); 



(f) inchoate or defective documentation. 
 

The Company assesses periodically and at each balance sheet date whether there 

is objective evidence that a financial asset or group of financial assets is impaired. 

Impairment allowances represent management’s best estimate of the losses 

incurred within the loan portfolios at the balance sheet date. They are calculated 

on a collective basis for portfolios of loans of a similar nature and on an individual 

basis for significant loans. The calculation of both collective and specific impairment 

allowances is inherently judgmental. Collective impairment allowances are 

calculated using models which approximate the impact of current economic and 

credit conditions on large portfolios of loans. The inputs to these models are based 

on historical loss experience with judgement applied to determine the assumptions 

(for example the value of collateral) used to calculate impairment. The amount of 

provision for loan losses is calculated by multiplying the exposure at default (EAD), 

Probability of Default (PD) and Loss Given Default (LGD) 
 

Being a housing finance company, the company has to follow the guidelines given 

by the Master Directions Non Banking Financial Company -Housing Finance 

Company (Reserve Bank) Directions, 2021 on Asset Classification and provisioning 

requirement. The Prudential norms prescribed do not consider the value of security 

for standard and sub-standard assets. The company provides for impairment of 

financial assets on the basis of the Expected Credit Loss Model or the norms of RBI 

whichever is higher. 
 

1.9.6 Derecognition of financial assets 
 

A financial asset (or, where applicable, a part of a financial asset or part of a Company of 

similar financial assets) is de-recognised when the rights to receive cash flows from the 

financial asset have expired. The Company also de-recognised the financial asset if it has 

transferred the financial asset and the transfer qualifies for de recognition. 

The Company has transferred the financial asset if, and only if, either: 

(a) It has transferred its contractual rights to receive cash flows from the financial asset 

or 

(b) It retains the rights to the cash flows, but has assumed an obligation to pay the 

received cash flows in full without material delay to a third party under a ‘pass- 

through’ arrangement. 

A transfer only qualifies for derecognition if either: 

(a) The Company has transferred substantially all the risks and rewards of the asset or 
 

(b) The Company has neither transferred nor retained substantially all the risks and 

rewards of the asset, but has transferred control of the asset. 



On de-recognition of a financial asset in its entirety, the difference between the 

asset’s carrying amount and the sum of the consideration received and receivable 

and the cumulative gain/loss that had been recognised in OCI and accumulated in 

equity is recognised in profit or loss. 
 

1.9.7 Derecognition of financial liabilities 

A financial liability is derecognised when the obligation under the liability is discharged, 

cancelled or expires. Where an existing financial liability is replaced by another from the 

same lender on substantially different terms or the terms of an existing liability are 

substantially modified, such an exchange or modification is treated as a derecognition of the 

original liability and the recognition of a new liability. The difference between the carrying 

value of the original financial liability and the consideration paid is recognised in profit or 

loss. 

1.10 Cash and cash equivalents 
 

Cash comprises of cash on hand and demand deposits with banks. Cash equivalents are short- 

term deposits with banks (with an original maturity of three months or less from the date of 

placement) and cheques on hand. Short term and liquid investments being subject to more than 

insignificant risk of change in value, are not included as part of cash and cash equivalents. 
 

1.11 Borrowing Costs 
 

Borrowing costs includes interest, commission/brokerage on deposits and exchange differences 

arising from foreign currency borrowings to the extent they are regarded as adjustment to 

interest cost. Interest expenses is accrued on a time basis, by reference to the principal 

outstanding and at the effective interest rate (EIR) applicable. 

The effective interest method is a method of calculating the amortised cost of a financial liability 

and allocating interest expenses over the relevant period. 
 

1.12 Segments 
 

The Company’s main business is financing by way of loans for the purchase or construction of 

residential houses in India. All other activities of the Company revolve around the main business. 

This in the context of Ind AS 108 – “Operating Segments” specified under section 133 of the 

Companies Act, 2013, is considered to constitute one reportable segment. 
 

1.13 Taxes on Income 
 

Income tax expense comprises current and deferred taxes. Income tax expense is recognized in 

the Statement of Profit and Loss except when they relate to items that are recognized outside 

profit or loss (whether in other comprehensive income or directly in equity), in which case tax is 

also recognized outside profit or loss. 

Deferred tax assets and liabilities are recognized for the future tax consequences of temporary 

differences between the carrying values of assets and liabilities and their respective tax bases, 

and unutilized business loss and depreciation carry-forwards and tax credits. Deferred tax assets 



are recognized to the extent that it is probable that future taxable income will be available 

against which the deductible temporary differences, unused tax losses, depreciation carry- 

forwards and unused tax credits could be utilized. 

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the 

extent that it is no longer probable that sufficient taxable profit will be available to allow all or 

part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are re-assessed at 

each reporting date, and are recognised to the extent that it has become probable that future 

taxable profits will allow the deferred tax asset to be recovered. 

Deferred tax assets and liabilities are measured based on the tax rates that are expected to apply 

in the period when the asset is realized or the liability is settled, based on tax rates and tax laws 

that have been enacted or substantively enacted by the balance sheet date. 

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off 

current tax assets against current tax liabilities and when they relate to income taxes levied by 

the same taxation authority and the Company intends to settle its current tax assets and liabilities 

on a net basis. 
 

2.14 Earnings Per Share 
 

Basic earnings per share have been computed by dividing net income by the weighted average 

number of shares outstanding during the year. Diluted earnings per share has been computed 

using the weighted average number of shares and dilutive potential shares, except where the 

result would be anti-dilutive. 
 

2.15 Provisions, Contingent Liabilities and Contingent Assets 
 

 

 
and 

2.15.1 Provisions are recognised only when : 

(I) An entity has a present obligation (legal or constructive) as a result of a past event; 
 
 

(ii) It is probable that an outflow of resources embodying economic benefits will be 

required to settle the obligation; and 

(iii) A reliable estimate can be made of the amount of the obligationProvision is 

measured using the cash flows estimated to settle the present obligation and when 

the effect of time value of money is material, the carrying amount of the provision 

is the present value of those cash flows. Reimbursement expected in respect of 

expenditure required to settle a provision is recognised only when it is virtually 

certain that the reimbursement will be received. Where the unavoidable costs of 

meeting the obligations under the contract exceed the economic benefits expected 

to be received under such contract, the present obligation under the contract is 

recognised and measured as a provision. 

2.15.2 Contingent liability is disclosed by way of note in case of : 



(i) A present obligation arising from past events, when it is not probable that an 

outflow of resources will be required to settle the obligation; and 
 

(ii) A present obligation arising from past events, when no reliable estimate is possible. 
 

2.15.3 Contingent Assets: 
 

Contingent assets are not recognized in the financial statements. Contingent assets are 

disclosed where an inflow of economic benefits is probable. Provisions, contingent 

liabilities and contingent assets are reviewed at each Balance Sheet date. 

3. Foreign Currency: 

The Company’s financial statements are presented in Indian Rupees (INR) which is also the 

Company’s functional currency. 

Transactions in foreign currencies are initially recorded by the Company at their respective 

functional currency spot rates at the date the transaction first qualifies for recognition. 

Income and expenses in foreign currencies are initially recorded by the Company at the 

exchange rates prevailing on the date of the transaction. 

Foreign currency denominated monetary assets and liabilities are translated at the functional 

currency spot rates of exchange at the reporting date and exchange gains and losses arising on 

settlement and restatement are recognized in the statement of profit and loss. 

Non-monetary items that are measured in terms of historical cost in a foreign currency are 

translated using the exchange rates at the dates of the initial transactions. 

Non-monetary items measured at fair value in a foreign currency are translated using the 

exchange rates at the date when the fair value is determined. 

The gain or loss arising on translation of non-monetary items measured at fair value is treated 

in line with the recognition of the gain or loss on the change in fair value of the item (i.e., 

translation differences on items whose fair value gain or loss is recognized in OCI or profit or 

loss are also recognized in OCI or profit or loss, respectively). 


