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Significant accounting policies 
 

a) Use of estimates, judgments and assumptions 
The preparation of financial statements in conformity with the Ind AS requires the management to 
make judgments, estimates and assumptions that affect the reported amounts of revenues, 
expenses, assets and liabilities and the accompanying disclosure and the disclosure of contingent 
liabilities, at the end of the reporting period. Estimates and underlying assumptions are reviewed on 
an ongoing basis. Revisions to accounting estimates are recognized in the period in which the 
estimates are revised and future periods are affected. Although these estimates are based on the 
management’s best knowledge of current events and actions, uncertainty about these assumptions 
and estimates could result in the outcomes requiring a material adjustment to the carrying amounts 
of assets or liabilities in future periods. 
 
In particular, information about significant areas of estimation, uncertainty and critical judgments in 
applying accounting policies that have the most significant effect on the amounts recognized in the 
financial statements is included in the following notes: 
 
i) Defined employee benefit assets and liabilities 
The cost of the defined benefit gratuity plan and the present value of the gratuity obligation are 
determined using actuarial valuations. An actuarial valuation involves making various assumptions 
that may differ from actual developments in the future. These include the determination of the 
discount rate, future salary increases and mortality rates. Due to the complexities involved in the 
valuation and its long-term nature, a defined benefit obligation is highly sensitive to changes in these 
assumptions. All assumptions are reviewed at each reporting date.  
 
ii) Fair value measurement 
When the fair values of financial assets and financial liabilities recorded in the balance sheet cannot 
be measured based on quoted prices in active markets, their fair value is measured using various 
valuation techniques. The inputs to these models are taken from observable markets where 
possible, but where this is not feasible, a degree of judgment is required in establishing fair values. 
Judgments include considerations of inputs such as liquidity risk, credit risk and volatility. Changes 
in assumptions about these factors could affect the reported fair value of financial instruments. 
 
iii) Impairment of loan portfolio 
Judgment is required by management in the estimation of the amount and timing of future cash 
flows when determining an impairment allowance for loans and advances. In estimating these cash 
flows, the Company makes judgments about the borrower’s financial situation. These estimates are 
based on assumptions about a number of factors such as credit quality, level of arrears etc. and 
actual results may differ, resulting in future changes to the impairment allowance.  
 
iv) Provisions other than impairment on loan portfolio 
Provisions are held in respect of a range of future obligations such as employee entitlements and 
litigation provisions. Some of the provisions involve significant judgment about the likely outcome 
of various events and estimated future cash flows. The measurement of these provisions involves 
the exercise of management judgments about the ultimate outcomes of the transactions. Payments 
that are expected to be incurred after more than one year are discounted at a rate which reflects 
both current interest rates and the risks specific to that provision. 
 
v) Share Based Payment 
Estimating fair value for share-based payment transactions requires determining of the most 
appropriate valuation model, which is dependent on the terms and conditions of the grant. This 
estimate also requires determination of the most appropriate inputs to the valuation model 
including the expected life of the share option, volatility and dividend yield and making assumptions 
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about them. 
 
vi) Other estimates 
These include contingent liabilities, useful lives of tangible and intangible assets etc. 
 
 
 
 

b) Recognition of income and expense 
 
i) Interest income 
The Company earns revenue primarily from giving loans. 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.  
 
Interest revenue is recognized using the effective interest method (EIR). The effective interest 
method calculates the amortized cost of a financial instrument and allocates the interest income 
over the relevant period. The effective interest rate is the rate that discounts estimated future cash 
payments or receipts through the expected life of the financial instrument or, when appropriate, a 
shorter period, to the gross carrying amount of the financial asset or liability. 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 to the instrument and are 
an integral part of the EIR, but not future credit losses. 
The Company calculates interest income by applying the EIR to the gross carrying amount of financial 
assets other than credit-impaired assets. When a financial asset becomes credit-impaired and is, 
therefore, regarded as ‘Stage 3’, the Company calculates interest income to the extent recoverable. 
If the financial assets cures and is no longer credit-impaired, the Company reverts to calculating 
interest income on a gross basis. 
 
Additional interest/overdue interest/penal charges are recognized only when it is reasonably certain 
that the ultimate collection will be made 
ii) Income from assignment transactions 
 Income from assignment transactions i.e. present value of excess interest spread is recognized when 
the related loan assets are de-recognized. Interest income is also recognized on carrying value of 
assets over the remaining period of such assets. 
 
iii) Commission income  
Income from business correspondent services is recognized as and when the services are rendered 
as per agreed terms and conditions of the contract.  
 
iv) Dividend income  
 Dividend income is recognized at the time when the right to receive is established by the reporting 
date.  
  
v)Borrowing Cost  
Borrowing cost includes issue costs that are initially recognized as part of the carrying value of the 
financial liability and amortized over the expected life using the effective interest method. These 
include fees and commissions payable to arrangers and other expenses such as external legal costs, 
provided these are incremental costs that are directly related to the issue of a financial liability. 

 
vi) Other income and expense 
All Other income and expense are recognized on an accrual basis in the period they occur. 
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c) Property, plant and equipment (PPE) and intangible asset 

PPE 
PPE are stated at cost (including incidental expenses directly attributable to bringing the asset to its 
working condition for its intended use) less accumulated depreciation and impairment losses, if any. 
Cost comprises the purchase price and any attributable cost of bringing the asset to its working 
condition for its intended use. Subsequent expenditure related to PPE is capitalized only when it is 
probable that future economic benefits associated with these will flow to the Company and the cost 
of item can be measured reliably. Other repairs and maintenance costs are expensed off as and when 
incurred.  
 
An item of property, plant and equipment and any significant part initially recognized is 
derecognized upon disposal or when no future economic benefits are expected from its use or 
disposal. Any gain or loss arising on de-recognition of the asset (calculated as the difference between 
the net disposal proceeds and the carrying amount of the asset) is included in the statement of profit 
and loss when the asset is derecognized. 
 
Intangible Asset 
Intangible assets represent capital expenditure towards software which is stated at cost less 
accumulated amortization and any accumulated impairment losses. 
 

d) Depreciation and amortization 

Depreciation 
i. Depreciation on property, plant and equipment provided on a written down value method at the 

rates arrived based on useful life of the assets, prescribed under Schedule II to the Companies Act, 
2013, which also represents the estimate of the useful life of the assets by the management. 

 
ii. Property, plant and equipment costing up to Rs.5,000 individually are fully depreciated in the year 

of purchase. 
iii. The Company has used the following useful lives to provide depreciation on its Property, plant and 

equipment: 
 

Asset Category Useful Life (In Years) 

(i) Furniture and fittings 10 

(ii) Computers and data processing units  

(a) Servers and networks 6 

(b) End user devices, such as, desktops, laptops, etc. 3 

(iii) Office equipment 5 

(iv) Motor vehicles  

(a) Motor cars 8 

(v) Building                      60 

 
Amortization 
Intangible assets are amortized on the basis of Straight-Line Method over a period of 4 years. 
  

e) Impairment 
i)Financial Assets 

Recognition of expected credit loss 
 
The Company recognizes impairment loss allowance on loan portfolio in accordance with Ind AS 109 
“Financial Instruments”. 
The Company follows “General approach” for computation of impairment loss allowance. 
Impairment loss is computed as: Exposure at Default (EAD)*Probability of Default (PD)*Loss Given Default 
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(LGD). 
Process of arriving at various components of Impairment loss allowance: 
 
Exposure at Default: 
The Company extracts the loan book from system at every reporting date along with days past due (DPD) 
marked against each loan. Based on the DPD extracted, the loans are classified between Stage I (DPD: 0-30 
days), Stage II (DPD: 31-90 days) and Stage III (DPD: >90 Days).  
 
Probability of Default: 
The Company considers the bucket movement basis the count of loans in preceding 1 year to arrive at the 
PD. Currently, the Company consider PD based on movement from: 
 

A.  0-30 DPD 
B. 31-60 DPD to 61-90 DPD 
C. 61-90 DPD to >90 DPD 

 
Further, PD for >90 DPD, loans are considered 75%- 100% in default depending upon the category of loans, 
geographies, vintage of customers and current income levels. 
 
Loss given Default: 
The Company has completed its two cycles in respect of majority of loans, the Company basis the previous 
collection trends in respect of default loans normally expects LGD of 50% -70% depending upon the category 
of loans, customers and applicable geographies. This is subject to review at every reporting date. 
 
Controls established by the Company in arriving at various components used in computation of 
impairment loss allowance: 
 
Exposure at Default: 

Component 
Name 

Controls established by the Company  

Exposure at 
Default 

The Operations team extracts the loan book along with days past due from the Loan 
Management System (LMS) and the same is validated by the Finance team: 
 
The Finance team compares the loan book extracted by the Operations team with 
the loan balance appearing in the general ledger to ensure completeness of the loan 
book. Further, the Finance team run the De-Dupe to ensure that all loans to a 
particular borrower appears in the same category.  
 
Once this is verified by the Finance Team, the same is forwarded to Chief Financial 
Officer (CFO) for his review.  

Probability of 
Default 

The Operations team extracts the loan book along with DPD at every month end. 
The Finance Team runs the De-Dupe and classifies borrowers in the same category 
(lowest category). 
 
Based on such loan book extracted by the Operations team, the Finance team, at 
every reporting date, prepares the movement of loans from 1 bucket to another and 
arrive at an average flow rate for every bucket for past 12 months. 
 
The 12-month PD so arrived and consequent lifetime PD computed based on the 
remaining life of the loan book is finally reviewed by CFO. 

Loss Given 
Default 

Though the Company has completed two loan cycles for majority of its loans and the 
loan portfolio of the Company is matured, due to current environment post COVID 
19, the management identifies the LGD basis the collection trends of defaulted loans 
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in the preceding 6 months for computation of ECL at the reporting date. The same 
may be adjusted basis historical performance of repeated clients, their current 
income levels and current collection trends. 

 
There is no specific model developed by the Company to determine the forward-looking statement 
and the same is applied at every reporting date in consultation with the Managing Director. The 
factors which Company primarily consider for forward looking factors are – specific events such as 
policies (both current and proposed) of the regional governments, economic disruptions in the 
particular region, etc.  

 
Write-offs 
Loans are written off (either partially or in full) when there is no realistic prospect of recovery. This 
is generally the case when the Company determines that the borrower does not have assets or 
sources of income that could generate sufficient cash flows to repay the amounts subjected to write-
offs. All such write-offs are charged to the statement of profit and loss. Any subsequent recoveries 
against such loans are credited to the statement of profit and loss. 
 
ii)    Non-financial assets  
The carrying amount of assets is reviewed at each balance sheet date if there is any indication of 
impairment based on internal/external factors. An impairment loss is recognized wherever the 
carrying amount of an asset exceeds its recoverable amount. The recoverable amount is the greater 
of the assets, net selling price and value in use. In assessing value in use, the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects current market 
assessments of the time value of money and risks specific to the asset. In determining net selling 
price, recent market transactions are taken into account, if available. If no such transactions can be 
identified, an appropriate valuation model is used. After impairment, depreciation is provided on 
the revised carrying amount of the asset over its remaining useful life. 
 

f) Leases 
The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the 
contract conveys the right to control the use of an identified asset for a period of time in exchange 
for consideration. 
 
Where the Company is lessee  
The Company applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Company recognizes lease liabilities to make lease 
payments and right-of-use assets representing the right to use the underlying assets. 
   
i) Right-of-use assets  
The Company recognizes right-of-use assets at the commencement date of the lease (i.e., the date 
the underlying asset is available for use). Right-of-use assets are measured at cost, less any 
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease 
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognized, initial 
direct costs incurred, and lease payments made at or before the commencement date less any lease 
incentives received. Right-of-use assets are depreciated on a straight-line basis over the lease term. 
The right-of-use assets are also subject to impairment.  
 
ii) Lease Liability 
At the commencement date of the lease, the Company recognizes lease liabilities measured at the 
present value of lease payments to be made over the lease term. The lease payments include fixed 
payments (including in substance fixed payments) less any lease incentives receivable, and amounts 
expected to be paid under residual value guarantees.   
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In calculating the present value of lease payments, the Company uses its incremental borrowing rate 
at the lease commencement date because the interest rate implicit in the lease is not readily 
determinable. After the commencement date, the amount of lease liabilities is increased to reflect 
the accretion of interest and reduced for the lease payments made. In addition, the carrying amount 
of lease liabilities is remeasured if there is a modification, a change in the lease term, a change in 
the lease payments (e.g., changes to future payments resulting from a change in an index or rate 
used to determine such lease payments).    
 
iii) Short term lease 
The Company applies the short-term lease recognition exemption to its short-term leases (i.e., those 
leases that have a lease term of 12 months or less from the commencement date and do not contain 
a purchase option). Lease payments on short-term leases are recognized as and when due. 
 

g) Foreign currency transactions 

• Functional and presentation currency 
The financial statements are presented in Indian Rupees (INR), which are the functional currency 
of the Company and the currency of the primary economic environment in which the Company 
operates. 
 

• Transaction and balance 
Transactions in foreign currencies are initially recorded in the functional currency at the spot rate 
of exchange ruling at the date of the transaction. Monetary assets and liabilities denominated in 
foreign currencies are retranslated into the functional currency at the spot rate of exchange at 
the reporting date. Non–monetary items that are measured at historical cost in a foreign currency 
are translated using the spot exchange rates as at the date of recognition. 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). 

 
h) Retirement and Employee benefits 

Post-employment benefits are classified as either defined contribution plans or defined benefit 
plans. Under a defined contribution plan, the Company’s only obligation is to pay a fixed amount 
with no obligation to pay further contributions if the fund does not hold sufficient assets to pay all 
employee benefits. The related actuarial and investment risks fall on the employee. The expenditure 
for defined contribution plans is recognized as expense during the period when the employee 
provides service. Under a defined benefit plan, it is the Company’s obligation to provide agreed 
benefits to the employees. The related actuarial and investment risks fall on the Company. The 
present value of the defined benefit obligations is calculated using the projected unit credit method. 
 
The Company operates following employee benefit plans: 

 
i) Employee Provident Fund 
Retirement benefit in the form of provident fund is a defined contribution scheme. The Company 
has no obligation, other than the contribution payable to the provident fund. The Company 
recognizes contribution payable to the provident fund scheme as expenditure when an employee 
renders the related service. 

 
ii) Gratuity 
In accordance with the Payment of Gratuity Act, 1972, the Company provides for a lump sum 
payment to eligible employees, at retirement or termination of employment based on the last drawn 
salary and years of employment with the Company. The Company’s obligation in respect of the 
gratuity plan, which is a defined benefit plan, is provided for based on actuarial valuation. 
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Net interest recognized in profit or loss is calculated by applying the discount rate used to measure 
the defined benefit obligation to the net defined benefit liability or asset. An actuarial valuation 
involves making various assumptions that may differ from actual developments in the future. These 
include the determination of the discount rate, future salary increases and mortality rates. Due to 
the complexities involved in the valuation and its long-term nature, these liabilities are highly 
sensitive to changes in these assumptions. All assumptions are reviewed at each reporting date. 
 
Re-measurement, comprising of actuarial gains and losses, are recognized immediately in the 
balance sheet with a corresponding debit or credit to retained earnings through OCI in the period in 
which they occur. Re-measurements are not reclassified to profit and loss in subsequent periods. 
 
iii) Leaves 
Entitlements to annual leave are recognized when they accrue to the employees. Leave entitlements 
can be availed while in service of employment subject to restriction on the maximum number of 
accumulations. The Company determines the liability for such accumulated leave entitlements on 
the basis of actuarial valuation carried out by an independent actuary at the Year end.  
 

i) Income taxes  
Current Taxes 
Current tax assets and liabilities are measured at the amount expected to be recovered from or paid 
to the taxation authorities, in accordance with the Income Tax Act, 1961 and the Income 
Computation and Disclosure Standards (ICDS) prescribed therein. The tax rates and tax laws used to 
compute the amount are those that are enacted or substantively enacted, at the reporting date 
 
Deferred Taxes 
Deferred tax is provided using the Balance Sheet approach on temporary differences between the 
tax bases of assets and liabilities and their carrying amounts for financial reporting purposes at the 
reporting date.  
Deferred tax liabilities are recognized for all taxable temporary differences and deferred tax assets 
are recognized for deductible temporary differences to the extent that it is probable that taxable 
profits will be available against which the deductible temporary differences can 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 utilized. Unrecognized deferred tax assets, if any, are reassessed at 
each reporting date and are recognized 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 at the tax rates that are expected to apply in the year when the asset is realized or the 
liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted 
at the reporting date.  
 
Deferred tax relating to items recognized outside profit or loss is recognized either in OCI or in other 
equity. Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists 
to set off current tax assets against current tax liabilities and the deferred taxes relate to the same 
taxable entity and the same taxation authority. Tax expense recognized in Statement of Profit and 
Loss comprises the sum of deferred tax and current tax except to the extent it recognized in other 
comprehensive income or directly in equity. 
 
 

j) Earnings per share (EPS) 
The Company reports basic and diluted earnings per share in accordance with Ind AS 33 on Earnings 
per share. Basic EPS is calculated by dividing the net profit or loss for the year attributable to equity 
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shareholders (after deducting preference dividend and attributable taxes) by the weighted average 
number of equity shares outstanding during the year. 
 
For the purpose of calculating diluted earnings per share, the net profit or loss for the year 
attributable to equity shareholders and the weighted average number of shares outstanding during 
the year are adjusted for the effects of all dilutive potential equity shares. Dilutive potential equity 
shares are deemed converted as of the beginning of the period, unless they have been issued at a 
later date. In computing the dilutive earnings per share, only potential equity shares that are dilutive 
and that either reduces the earnings per share or increases loss per share are included. 

 
k) Provisions 

Provisions are recognized when the Company has a present obligation (legal or constructive) as a 
result of a past event, it is probable that an outflow of economic benefits will be required to settle 
the obligation, and a reliable estimate can be made of the amount of the obligation. 
 
When the effect of the time value of money is material, the Company determines the level of 
provision by discounting the expected cash flows at a pre-tax rate reflecting the current rates specific 
to the liability. The increase in the provision due to un-winding of discount over passage of time is 
recognized within finance costs.  
 

l) Contingent liabilities and assets 
A contingent liability is a possible obligation that arises from past events whose existence will be 
confirmed by the occurrence or non-occurrence of one or more uncertain future events beyond the 
control of the Company or a present obligation that is not recognized because it is not probable that 
an outflow of resources will be required to settle the obligation. A contingent liability also arises in 
extremely rare cases where there is a liability that cannot be recognized because it cannot be 
measured reliably. The Company does not recognize a contingent liability but discloses its existence 
in the financial statements. 
 
A contingent asset is a possible asset that arises from past events and whose existence will be 
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not 
wholly within the control of the entity. The Company does not have any contingent assets in the 
financial statements. 
 

m) Financial Instruments 
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial 
liability or equity instrument of another entity. Financial assets and financial liabilities are recognized 
when the entity becomes a party to the contractual provisions of the instruments. 
 
Financial Assets 
Initial Measurement and recognition 
Financial assets are initially recognized on the trade date, i.e., the date that the Company becomes 
a party to the contractual provisions of the instrument. The classification of financial instruments at 
initial recognition depends on their purpose and characteristics and the management’s intention 
when acquiring them. All financial assets (not measured subsequently at fair value through profit or 
loss) are recognized initially at fair value plus transaction costs that are attributable to the acquisition 
of the financial asset. 
 
Subsequent measurement 
For the purpose of subsequent measurement, financial assets are classified in the following 
categories:  

 

• Loan Portfolio at amortized cost 
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• Loan Portfolio at fair value through other comprehensive income (FVOCI)  

• Equity instruments and mutual funds 

 
Loan Portfolio at amortized cost: 

Loan Portfolio is subsequently measured at amortized cost where: 

• contractual terms that give rise to cash flows on specified dates, that represent solely payments 
of principal and interest (SPPI) on the principal amount outstanding; and 

• are held within a business model whose objective is achieved by holding to collect contractual 
cash flows. 

 
After initial measurement, these financial assets are subsequently measured at amortized cost using 
the effective interest rate (EIR) method less impairment. Amortized cost is calculated by taking into 
account any discount or premium on acquisition and fees or costs that are an integral part of the 
EIR. The EIR amortization is included in finance income in the profit or loss. The losses arising from 
impairment are recognized in the statement of profit and loss. 
 
The measurement of credit impairment is based on the three-stage expected credit loss model 
described in  
 
Loan Portfolio at FVOCI: 

Loan Portfolio is subsequently measured at FVOCI where: 

• contractual terms that give rise to cash flows on specified dates, that represent solely payments 
of principal and interest (SPPI) on the principal amount outstanding; and 

• the financial asset is held within a business model where objective is achieved by both collecting 
contractual cash flows and selling financial assets. 

 
Loans included within the FVTOCI category are measured initially as well as at each reporting date 
at fair value. Fair value movements are recognized in the other comprehensive income (OCI). 
However, the Company recognizes interest income, impairment losses & reversals and foreign 
exchange gain or loss in the statement of profit and loss. On de-recognition of the asset, cumulative 
gain or loss previously recognized in OCI is reclassified from the equity to the statement of profit and 
loss. Interest earned whilst holding FVTOCI debt instrument is recognized as interest income using 
the EIR method. 
 
Equity instruments and Mutual Funds 
Equity instruments and mutual funds included within the FVTPL category are measured at fair value 
with all changes recognized in the Statement of profit and loss. 
 
 Financial liabilities 
 
Initial Measurement 
Financial liabilities are classified and measured at amortized cost. All financial liabilities are 
recognized initially at fair value and, in the case of loans and borrowings and payables, net of directly 
attributable transaction costs. The Company’s financial liabilities include trade and other payables, 
loans and borrowings including bank overdrafts and derivative financial instruments. 
 
Subsequent Measurement 
Financial liabilities are subsequently carried at amortized cost using the effective interest method. 

   
De-recognition of financial assets and financial liabilities 
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Financial Assets 
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial 
assets) is de-recognized when the rights to receive cash flows from the financial asset have expired. 
The Company also de-recognizes 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: 
 
- It has transferred its contractual rights to receive cash flows from the financial asset 
or  

- 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. 

 
Pass-through arrangements are transactions whereby the Company retains the contractual rights to 
receive the cash flows of a financial asset (the 'original asset'), but assumes a contractual obligation 
to pay those cash flows to one or more entities (the 'eventual recipients'), when all of the following 
three conditions are met: 
 
- The Company has no obligation to pay amounts to the eventual recipients unless it has collected 

equivalent amounts from the original asset, excluding short-term advances with the right to full 
recovery of the amount lent plus accrued interest at market rates. 

- The Company cannot sell or pledge the original asset other than as security to the eventual 
recipients. 

- The Company has to remit any cash flows it collects on behalf of the eventual recipients without 
material delay. 

 
In addition, the Company is not entitled to reinvest such cash flows, except for investments in cash 
or cash equivalents including interest earned, during the period between the collection date and the 
date of required remittance to the eventual recipients. A transfer only qualifies for de-recognition if 
either: 
 
- The Company has transferred substantially all the risks and rewards of the asset 
or 

- The Company has neither transferred nor retained substantially all the risks and rewards of the 
asset, but has transferred control of the asset. 

 
The Company considers control to be transferred if and only if, the transferee has the practical ability 
to sell the asset in its entirety to an unrelated third party and is able to exercise that ability 
unilaterally and without imposing additional restrictions on the transfer. When the Company has 
neither transferred nor retained substantially all the risks and rewards and has retained control of 
the asset, the asset continues to be recognized only to the extent of the Company's continuing 
involvement, in which case, the Company also recognizes an associated liability. The transferred 
asset and the associated liability are measured on a basis that reflects the rights and obligations that 
the Company has retained. 
On derecognition of a financial asset in its entirety, the difference between: (a) the carrying amount 
(measured at the date of derecognition) and (b) the consideration received (including any new asset 
obtained less any new liability assumed) is recognized in the statement of profit or loss account. 
 
Financial Liabilities 
Financial liability is de-recognized when the obligation under the liability is discharged, cancelled or 
expired. 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 de-recognition of the original liability and the re-cognition 
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of a new liability. The difference in the respective carrying amounts is recognized in the statement 
of profit and loss. 
 

n) Fair value measurement 
The Company measures financial instruments at fair value at each balance sheet date using various 
valuation techniques. 
 
Fair value is the price at the measurement date, at which an asset can be sold or paid to transfer a 
liability, in an orderly transaction between market participants at the measurement date.  
 
The Company’s accounting policies require, measurement of certain financial instruments at fair 
values (either on a recurring or non-recurring basis). Also, the fair values of financial instruments 
measured at amortized cost are required to be disclosed in the said financial statements. 
 
Accordingly, the Company uses valuation techniques that are appropriate in the circumstances and 
for which sufficient data is available to measure fair value, maximizing the use of relevant observable 
inputs and minimizing the use of unobservable inputs. 
 
All assets and liabilities for which fair value is measured or disclosed in the financial statements are 
categorized within the fair value hierarchy described as follows: 
 

• Level 1 financial instruments - Those where the inputs used in the valuation are unadjusted 
quoted prices from active markets for identical assets or liabilities that the Company has 
access to at the measurement date. The Company considers markets as active only if there 
are sufficient trading activities with regards to the volume and liquidity of the identical assets 
or liabilities and when there are binding and exercisable price quotes available on the 
balance sheet date. 

 

• Level 2 financial instruments - Those where the inputs that are used for valuation and are 
significant, are derived from directly or indirectly observable market data available over the 
entire period of the instrument’s life.  

 

• Level 3 financial instruments − include one or more unobservable input where there is little 
market activity for the asset/liability at the measurement date that is significant to the 
measurement. 

 
o) Share based payments 

 The Company has formulated an Employees Stock Option Schemes to be administered through a 
Trust. The stock options granted to employees pursuant to the Company’s Stock Options Schemes, 
are measured at the fair value of the options at the grant date. The fair value of options granted 
under Employee Stock Option Plan is recognized as an employee benefits expense with a 
corresponding increase in other equity. The total expense is recognized over the vesting period, 
which is the period over which all of the specified vesting conditions are to be satisfied. At the end 
of each period, the Company revises its estimates of the number of options that are expected to 
vest based on the nonmarket vesting and service conditions. It recognizes the impact of the revision 
to original estimates, if any, in Statement of Profit and Loss, with a corresponding adjustment to 
equity. 

    
 

p) Cash and cash equivalents 
      Cash and cash equivalents in the balance sheet comprise cash at banks and on hand and short-term 

deposits with an original maturity of three months or less, which are subject to an insignificant risk 
of changes in value. 


