Independent Auditor’s Report

To the Members of Indiabulls Asset Reconstruction Company Limited
Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Indiabulls Asset Reconstruction Company
Limited (‘the Company’), which comprise the Balance Sheet as at 31 March 2019, the Statement of Profit
and Loss (including Other Comprehensive Income), the Cash Flow Statement and the Statement of
Changes in Equity for the year then ended, and a summary of the significant accounting policies and
other explanatory information.

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid financial statements give the information required by the Companies Act, 2013 (‘Act’) in the
manner so required and give a true and fair view in conformity with the accounting principles generally
accepted in India including Indian Accounting Standards (‘Ind AS’) specified under section 133 of the
Act, of the state of affairs (financial position) of the Company as at 31 March 2019, and its profit
(financial performance including other comprehensive income), its cash flows and the changes in equity
for the year ended on that date.

We conducted our audit in accordance with the Standards on Auditing specified under section 143(10) of
the Act. Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the Code of Ethics issued by the Institute of Chartered Accountants of India (‘ICAT)
together with the ethical requirements that are relevant to our audit of the financial statements under the
provisions of the Act and the rules thereunder, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Information other than the Financial Statements and Auditor’s Report thereon

The Company’s Board of Directors is responsible for the other information. The other information
comprises the information included in the Director’s Report, but does not include the financial
statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements



The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the Act with
respect to the preparation of these financial statements that give a true and fair view of the state of affairs
(financial position), profit or loss (financial performance including other comprehensive income), changes
in equity and cash flows of the Company in accordance with the accounting principles generally accepted
in India, including the Ind AS specified under section 133 of the Act. This responsibility also includes
maintenance of adequate accounting records in accordance with the provisions of the Act for
safeguarding of the assets of the Company and for preventing and detecting frauds and other
irregularities; selection and application of appropriate accounting policies; making judgments and
estimates that are reasonable and prudent; and design, implementation and maintenance of adequate
internal financial controls, that were operating effectively for ensuring the accuracy and completeness of
the accounting records, relevant to the preparation and presentation of the financial statements that give a
true and fair view and are free from material misstatement, whether due to fraud or errot.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those Charged with Governance are also responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Standards on Auditing will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with Standards on Auditing, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances. Under section 143(3)(i) of the Act, we are also responsible
for expressing our opinion on whether the company has adequate internal financial controls system
in place and the operating effectiveness of such controls.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue
as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Other Matter

The comparative financial information for the transition date opening balance sheet as at 1 April
2017 prepared in accordance with Ind AS included in these financial statements, is based on the
previously issued statutory financial statements for the year ended 31 March 2017 prepared in
accordance with Accounting Standards prescribed under Section 133 of the Act, read with Rule 7 of
the Companies (Accounts) Rules, 2014 (as amended) which were audited by the predecessor auditor
whose report dated 27 April 2017 expressed an unmodified opinion on those financial statements,
and have been adjusted for the differences in the accounting principles adopted by the Company on
transition to Ind AS, which have been audited by us. Further, the Company had prepared a separate
set of statutory financial statements for the year ended 31 March 2018 in accordance with
Accounting Standards prescribed under Section 133 of the Act, read with Rule 7 of the Companies
(Accounts) Rules, 2014 (as amended) on which we issued auditor’s report to the shareholders of the
Company dated 20 April 2018. These financial statements have been adjusted for the differences in
the accounting principles adopted by the Company on transition to Ind AS, which have also been
audited by us. Our opinion is not modified in respect of this matter.

Report on Other Legal and Regulatory Requirements

The Company has not paid or provided for any managerial remuneration during the year. Accordingly,
reporting under section 197(16) of the Act is not applicable.

As required by the Companies (Auditor’s Report) Order, 2016 (‘the Order’) issued by the Central
Government of India in terms of section 143(11) of the Act, we give in the Annexure I a statement on
the matters specified in paragraphs 3 and 4 of the Order.

Further to our comments in Annexure I, as required by section 143(3) of the Act, we report that:

a) we have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purpose of our audit;

b) in our opinion, proper books of account as required by law have been kept by the Company so far as
it appears from our examination of those books;

c) the financial statements dealt with by this report are in agreement with the books of account;



d) in our opinion, the aforesaid financial statements comply with Ind AS specified under section 133 of
the Act;

e) on the basis of the written representations received from the directors and taken on record by the
Board of Directors, none of the directors is disqualified as on 31 March 2019 from being appointed
as a director in terms of section 164(2) of the Act;

f) we have also audited the internal financial controls over financial reporting (IFCoFR) of the
Company as on 31 March 2019 in conjunction with our audit of the financial statements of the
Company for the year ended on that date and our report dated 25 April 2019 as per Annexure II
expressed unmodified;

g) with respect to the other matters to be included in the Auditor’s Report in accordance with rule 11
of the Companies (Audit and Auditors) Rules, 2014 (as amended), in our opinion and to the best of
our information and according to the explanations given to us:

i.  the Company does not have any pending litigation which would impact its financial position as
at 31 March 2019;

iil.  the Company did not have any long-term contracts including derivative contracts for which
there were any material foreseeable losses as at 31 March 2019;

ii. there were no amounts which were required to be transferred to the Investor Education and
Protection Fund by the Company during the year ended 31 March 2019; and

iv. the disclosure requirements relating to holdings as well as dealings in specified bank notes were
applicable for the period from 8 November 2016 to 30 December 2016, which are not relevant
to these financial statements. Hence, reporting under this clause is not applicable.

For Walker Chandiok & Co LLP
Chartered Accountants
Firm’s Registration No.: 001076N/N500013

Sudhir Pillai
Partner
Membership No.: 105782

Place: Mumbai
Date: 25 April 2019



Annexure I to the Independent Auditor’s Report of even date to the members of Indiabulls Asset
Reconstruction Company Limited on the financial statements for the year ended 31 March 2019

Annexure I

Based on the audit procedures performed for the purpose of reporting a true and fair view on the financial
statements of the Company and taking into consideration the information and explanations given to us and
the books of account and other records examined by us in the normal course of audit, and to the best of our
knowledge and belief, we report that:

O @

(b)

The Company has maintained proper records showing full particulars, including quantitative
details and situation of fixed assets.

The fixed assets have been physically verified by the management during the year and no
material discrepancies were noticed on such verification. In our opinion, the frequency of
verification of the fixed assets is reasonable having regard to the size of the Company and the
nature of its assets.

(c) The Company does not hold any immovable property (in the nature of ‘fixed assets’).

(i)

(ii)

(tv)

™)

(vi)

(vii)(a)

(b)

(vii)

Accordingly, the provisions of clause 3(i) (c) of the Order are not applicable.

The Company does not have any inventory. Accordingly, the provisions of clause 3(ii) of the
Otder are not applicable.

The Company has not granted any loan, secured or unsecured to companies, firms, Limited
Liability Partnerships (LLPs) or other parties covered in the register maintained under Section
189 of the Act. Accordingly, the provisions of clauses 3(iii)(a), 3(iii)(b) and 3(iii)(c) of the
Otzder are not applicable.

In our opinion, the Company has not entered into any transaction covered under Sections 185 and
186 of the Act. Accordingly, the provisions of clause 3(iv) of the Order are not applicable.

In our opinion, the Company has not accepted any deposits within the meaning of Sections 73
to 76 of the Act and the Companies (Acceptance of Deposits) Rules, 2014 (as amended).
Accordingly, the provisions of clause 3(v) of the Order are not applicable.

The Central Government has not specified maintenance of cost records under sub-section (1)
of Section 148 of the Act, in respect of Company’s services. Accordingly, the provisions of
clause 3(vi) of the Order are not applicable.

The Company is regular in depositing undisputed statutory dues including provident fund,
employees’ state insurance, income-tax, sales-tax, service tax, duty of customs, duty of excise,
value added tax, cess and other material statutory dues, as applicable, to the appropriate
authorities. Further, no undisputed amounts payable in respect thereof were outstanding at the
year-end for a period of more than six months from the date they become payable.

There are no dues in respect of income-tax, sales-tax, service tax, duty of customs, duty of
excise and value added tax that have not been deposited with the appropriate authorities on
account of any dispute.

The Company has no loans or borrowings payable to a financial institution or a bank or
government. The Company has not defaulted in repayment of any dues to debenture-holders
during the year.



Annexure I to the Independent Auditor’s Report of even date to the members of Indiabulls Asset
Reconstruction Company Limited on the financial statements for the year ended 31 March 2019

(ix) The Company did not raise moneys by way of initial public offer or further public offer (including
debt instruments) and did not have any term loans outstanding during the year. Accordingly, the
provisions of clause 3(ix) of the Order are not applicable.

x) No fraud by the Company or on the company by its officers or employees has been noticed or
reported during the petiod covered by our audit.

(xi) The provisions of Section 197 of the Act read with Schedule V to the Act are not applicable to the
Company since the Company is not a public company as defined under Section 2(71) of the Act.
Accordingly, provisions of clause 3(xi) of the Order are not applicable.

(xii) In our opinion, the Company is not a Nidhi Company. Accordingly, provisions of clause 3(xii) of the
Otder are not applicable.

(xii)  In our opinion all transactions with the related parties are in compliance with Sections 177 and 188 of
Act, where applicable, and the requisite details have been disclosed in the financial statements etc., as
required by the applicable Ind AS.

(xiv) During the year, the Company has made preferential allotment of shares and fully convertible
debentures. In respect of the same, in our opinion, the Company has complied with the requirement
of Section 42 of the Act and the Rules framed thereunder. Further, in our opinion, the amounts so
raised have been used for the purposes for which the funds were raised.

(xv) In our opinion, the Company has not entered into any non-cash transactions with the directors or
persons connected with them covered under Section 192 of the Act.

(xvi)  The Company is not required to be registered under Section 45-1A of the Reserve Bank of India Act,
1934.

For Walker Chandiok & Co LLP
Chartered Accountants
Firm’s Registration No.: 001076N/N500013

Sudhir N. Pillai
Partner
Membership No.: 105782

Place: Mumbai
Date: 25 April 2019



Annexure II to the Independent Auditor’s Report of even date to the members of
Indiabulls Asset Reconstruction Company Limited on the financial statements for the
year ended 31 March 2019

Annexure I1

Independent Auditor’s Report on the Internal Financial Controls under Clause (i) of
Sub-section 3 of Section 143 of the Companies Act, 2013 (‘the Act’)

In conjunction with our audit of the financial statements of Indiabulls Asset Reconstruction
Company Limited (‘the Company’) as at and for the year ended 31 March 2019, we have
audited the internal financial controls over financial reporting (‘IFCoFR’) of the Company as
at that date.

Management’s Responsibility for Internal Financial Controls

The Company’s Board of Directors are responsible for establishing and maintaining internal
financial controls based on IFCoFR criteria. These responsibilities include the design,
implementation and maintenance of adequate internal financial controls that were operating
effectively for ensuring the orderly and efficient conduct of the Company’s business, including
adherence to the Company’s policies, the safeguarding of its assets, the prevention and
detection of frauds and errors, the accuracy and completeness of the accounting records, and
the timely preparation of reliable financial information, as required under the Act.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Company's IFCoFR based on our audit. We
conducted our audit in accordance with the Standards on Auditing issued by the Institute of
Chartered Accountants of India (‘ICAI’) and deemed to be prescribed under Section 143(10)
of the Act, to the extent applicable to an audit of IFCoFR, and the Guidance Note on Audit
of Internal Financial Controls Over Financial Reporting (‘the Guidance Note’) issued by the
ICAIL Those Standards and the Guidance Note require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether
adequate IFCoI'R were established and maintained and if such controls operated effectively in
all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the
IFCoFR and their operating effectiveness. Our audit of IFCoFR includes obtaining an
understanding of IFCoFR, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal control based on the assessed
risk. The procedures selected depend on the auditor’s judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion on the Company’s IFCoFR.



Annexure II to the Independent Auditor’s Report of even date to the members of

Indiabulls Asset Reconstruction Company Limited on the financial statements for the
year ended 31 March 2019

Meaning of Internal Financial Controls over Financial Reporting

A Company's IFCoFR is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external
putposes in accordance with generally accepted accounting principles. A Company's IFCoFR
include those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of
the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in
accordance with authorisations of management and directors of the Company; and (3) provide
reasonable assurance regarding prevention or timely detection of unauthorised acquisition,
use, or disposition of the Company's assets that could have a material effect on the financial
statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting

Because of the inherent limitations of IFCoIR, including the possibility of collusion or
improper management override of controls, material misstatements due to error or fraud may
occur and not be detected. Also, projections of any evaluation of the IFCoFR to future
petiods are subject to the risk that the IFCoFR may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Opinion

In our opinion, the Company has, in all material respects, adequate internal financial controls
over financial reporting and such controls were operating effectively as at 31 March 2019,
based on IFCoIR criteria.

For Walker Chandiok & Co LLP
Chartered Accountants
Firm’s Registration No.: 001076N/N500013

Sudhir N. Pillai
Partner
Membership No.: 105782

Place: Mumbai
Date: 25 April 2019



Indiabulls Asset R ruction C
Balance Sheet as at 31 March 2019
(Al amounts in Rs. Lakhs unless stated otherwise)

y Limited

P

ASSETS

Financial assets

Cash and cash equivalents
lLoans

Investments

Other financial asscts
Total financial assets

Non-financial assets
Deferred tax asscts (net)
Property, plant and equipment
Other non-fiancial asscts
Total non-financial assets

TOTAL ASSETS

LIABILITIES AND EQUITY

LIABILITIES

Financial liabilities

Payables

"I'rade payables

(i) total outstanding dues of micro enterpriscs and small enterprises

(1) tolal outstanding dues of creditors other than micro enterprises and small enterprises

Other payables
(i) total outstanding dues of micro enterprises and small enterprises
(1) total outstanding dues of creditors other then micro enterprises and small enterprises

Debt sccurities
Other financial liabilitics
Total financial liabilities

Non-financial liabilities
Current tax liabilitics (net)
Provisions

Other non-financial Habilities
Total non-financial liabilities

EQUITY

liquity share capital
Other equity

Total equity

TOTAL LIABILITIES AND EQUITY

"I'he accompanying notes form an integral part of these financial statements
"This is the balance sheet referred to in our report of even date

l'or Walker Chandiok & Co LLP
Chartered Accountants
IYirm Registration No. 001076N/N500013

Sudhir N. Pillai
Partner

Membership No: 105782

Place : Mumbai
Date : 25 April 2019

Notes

oW

10

1

12
13

14
15
16

17
18

As at As at As at
31 March 2019 31 March 2018 1 April 2017
3,699.81 6,295.70 7421
34,110.17
17,358.07 4,259 52 5.000.00
10.51 9.67
55,178.56 10,564.89 5,074.21
1,004.50 142
521 5.94
05.70 14.79 234
1,075.41 22.15 2.34
56,253.97 10,587.04 5,076.55
10.63 559
10529 40.00
3,428.50
6.72 281 025
3,551.14 48.40 0.25
35.65 50.62 38.83
21.75 5.83
878.29 31.52 1.44
935.69 81.97 40.27
5,750.00 5,500.00 5,000.00
46,017.14 4,950.67 36.03
51,767.14 10,450.67 5,036.03
56,253.97 10,587.04 5,076.55

For and on behalf of the board of directors
Indiabulls Asset Reconstruction Company Limited

Kiran Shingwekar

Ajit Kumar Mittal
Director
DIN: 02698115

Keyur Morparia
Chief l'inancial Officer

Amit Ajit Gandhi
Whole time Director
DIN: 07606699

Gaurav Khetrapal
Company Secrctary

Membership No. : 52774

Chicef Lixecutive Officer



Indiabulls Asset Reconstruction Company Limited

Statement of Profit and Loss for the year ended 31 March 2019

(All amounts in Rs. l.akhs unless stated otherwisc)

Revenue from operations
Interest income

I'¢es and commission income
Net gain on fair value changes
Total revenue from operations

Expenses

[‘inance costs

limployce benefits expenses
Depreciation

Other expenses

Total expenses

Profit before tax

Tax expense

Current tax (including carlicr years)
Deferred tax charge/(credit)

Total tax expense

Profit for the year

Other comprehensive income

Items that will not be reclassified to profit or loss
Re-measurement loss on defined benefit plans

Income tax relating to items that will not be reclassified to profit

Other comprehensive income
Total comprehensive income for the year
Earnings per equity share

(1) Basic
(2) Diluted

"I'he accompanying notes form an integral part of these financial statements

"I'his is the statement of profit and loss referred to in our report of even date

I‘or Walker Chandiok & Co LLP
Chartered Accountants

Firm Registration No. 001076N/N500013

Sudhir N. Pillai
Partner

Membership No.: 105782

Place : Mumbai
Date : 25 Aptil 2019

Ajit Kumar Mittal
Dircctor
DDIN: 02698115

Keyur Morparia
Chief lYinancial Officet

For and on behalf of the board of directors
Indiabulls Asset Reconstruction Company Limited

Notes For the year ended For the year ended
31 March 2019 31 March 2018
19 41898 489.96
20 1,747.76 401.74
21 530.10 44.88
2,696.84 936.58
22 206.20 5.21
23 528.90 199.69
8 1.72 0.33
24 129.81 144.10
866.63 349.33
1,830.21 587.25
25
548.47 174.03
6.90 (1.42)
555.37 172.61
1,274.84 414.64
0.31)
0.09
(0.22) -
1,274.62 414.64
26
2.22 0.76
222 0.76
Amit Ajit Gandhi Kiran Shingwekar

Whole time Director
DIN: 07606699

Gaurav Khetrapal
Company Sccretary
Membership No. : 52774

Chicf Iixecutive Officer



Indiabulls Asset Reconstruction Company Limited
Cash flow statement for the year ended 31 March 2019
(Allamounts in Rs. 1.akhs unless stated otherwise)

A Cash flow from operating activitics
Net profit before tax
Adjustment for
Depreciation
Gain on redemption of mutual funds
Liffective interest rate adjustment for debentures
Operating profit before working capital changes
Changes in working capital:
Loans
Other financial assets
Other non-financial assets
“I'radc and other payables
Other financial liabilitics
Other non-financial liabilitics
Provisions
Cash (used in)/flow from operations
Income tax paid (including tax deducted at source)
Net cash (used in)/flow from operating activities

B Cash flows from investing activities
Proceeds from sale of units of mutual funds (net)
Purchase of property, plant and equipment (nct)
Investment in security receipts (net)

Net cash (used in)/flow from investing activities

C Cash flow from financing activities

Proceeds from issuc of equily share capital (including securitics premium)

Proceeds from issuc of convertible debentures (Note 2)
Net cash flow from financing activities

Nect (decreasce)/increase in cash and cash equivalents (A+B+C)
Cash and cash cquivalents at the beginning of the ycar
Cash and cash equivalents at the end of the year

Notes:
1 Cash and cash cquivalents as at the closc of the year include:
Cash on hand
Balances with scheduled banks
In current accounts
In deposit accounts having original maturity less than three months
Cash and cash equivalents at the end of the year

2 lor disclosure relating to convertible debentures arising from financing activitics, refer note 12.

I'he accompanying notes form an integral part of these financial staterments
"I'his is the cash flow statement referred to in our report of even date

For the year ended 31 For the year ended
March 2019 31 March 2018
1,830.21 547.25
172 0.33
= (44.88)
(39.53) -
1,792.40 542.70
(34,110.17)
(0.84) 9.67)
(50.91) (12.45)
70.34 45.59
391 2.56
846.77 30.08
15.61 5.83
(31,432.89) 604.64
(563.45) (162.24)
(31,996.34) 442.40
. 5,044.89
0.99) (6.28)
(13,098.55) (4,259.52)
(13,099.54) 779.09
2,500.00 5,000.00
40,000.00 -
42,500.00 5,000.00
(2,595.88) 6,221.49
6,295.70 74.21
3,699.81 6,295.70
66.99 66.49
3,632.82 6,229.21
3,699.81 6,295.70

[‘'or Walker Chandiok & Co LLP
Chartered Accountants
Iiirm Registration No. 001076N/N500013

Sudhir N. Pillai
Partner
Membership No.: 105782

Place : Mumbai
Date : 25 April 2019

For and on behalf of the board of directors

Indiabulls Asset Reconstruction Company Limited

Ajit Kumar Mittal
Director
DIN: 02698115

Keyur Morparia
Chief Financial Officer

Amit Ajit Gandhi
Whole time Director
IDIN: 07606699

Gaurav Khetrapal
Company Sccretary
Membership No. : 52774

Kiran Shingwekar
Chief Tixecutive Officer



Indiabulls Asset Reconstruction Company Limited

Statement of changes in equity for the year ended 31 March 2019

(All amounts in Rs. Lakhs unless stated otherwisc)

A. Equity share capital

Particulars

As at 1 April 2017

Changes during the

As at 31 March 2018

Changes during the

As at 31 March 2019

year year
liyuity share capital 5,000.00 500.00 5,500.00 250.00 5,750.00
B. Other cquity
Particulars Equity component of Reserves and surplus Total

compulsorily Securities premium Retained earnings
convertible debentures

Balance as at 1 April 2017 - 36.03 36.03
Profit for the year 414.64 414.64
Issuc of equity shares 4,500.00 - 4,500.00
Balance as at 31 March 2018 - 4,500.00 450.67 4,950.67
Profit for the year 1,274.84 1,274.84
Other comprehensive income (net of tax) - 0.22) 0.22)
Issue of compulsorily convertible debentures 37,541.86 - 37,541.86
Issuc of cquity sharces - 2,250.00 2,250.00
Balance as at 31 March 2019 37,541.86 6,750.00 1,725.28 46,017.14
"I'he accompanying notes form an integral part of these financial statements
"I'his is the statement of changes in equity referred to in our report of cven date
[for Walker Chandiok & Co LLP For and on behalf of the board of directors
Chartered Accountants Indiabulls Asset Reconstruction Company Limited
Liirm Registration No. 001076N/N500013
Sudhir N. Pillai Ajit Kumar Mittal Amit Ajit Gandhi Kiran Shingwekar
Partner Director Whole time Dircctor Chicf Lixecutive Officer

Membership No.: 105782

Place : Mumbai
Date : 25 April 2019

DDIN: 02698115

Keyur Morparia
Chief Financial Officer

DIN: 07606699

Gaurav Khetrapal
Company Sccretary
Membership No. : 52774




Indiabulls Asset Reconstruction Company Limited
Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019
(All amounts in Rs. Lakhs unless stated otherwise)

As at As at As at
31 March 2019 31 March 2018 1 April 2017

Note - 3
Cash and cash equivalents
Cash on hand 0.00
Balance with banks
- 1N current accounts 66.99 66.49 74.21
- in deposit accounts with original maturity of less than three months 3,632.82 6,229.21

3,699.81 6,295.70 74.21

As al As at As al
31 March 2019 31 March 2018 1 April 2017

Note - 4
Loans
®*
T'erm loans 34,110.17
Total - gross 34,110.17 - -
Less: Impairment loss allowance
Total - net 34,110.17 - -
®)
Secured by tangible asscts 34,110.17
Secured by other assets
Total - gross 34,110.17 - -
Less: Impairment loss allowance
Total - net 34,110.17 - -
©
Loans in India
Public sector
Corporate borrowers 34,110.17
Total - gross 34,110.17 - -

Less: lmpairment Joss allowance

‘Total - net 34,110.17 - -




Indiabulls Asset Reconstruction Company Limited
Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(All amounts in Rs. Lakhs unless stated otherwise)

As at As at As at
31 March 2019 31 March 2018 1 April 2017
Note -5
Investments
At fair value through profit or loss
Investment in mutual funds
Indiabulls liquid fund - Growth - (direct plan) 5,000.00

No. of units: Nil (31 March 2018 : Nil and | Apeil 2017: 314,762,592)
NAV: Nil (31 March 2018: Nil and 1 Apiil 2017: Rs 1.59 per unit)

Investment in security receipts

Indiabulls ARC- I Trust 968.97
No. of security receipts: Nil (31 March 2018: 229,500 and 1 April 2017: Nily

Iiace value: Nil (31 March 2018: Rs. 422.21 and 1 April 2017: Nil) per sccurity receipts

Indiabulls ARC- II Trust 1,933.94 2,400.00
No. of security teceipts: 240,000 (31 March 2018: 240,000 and 1 April 2017: Nily
I'ace value: Rs. 80581 (31 March 2018: Rs. 1,000 and 1 Apnl 2017: Nil) per sceurity receipts

Indiabulls ARC- TII Trust 89().55
No. of security receipts: Nil (31 March 2018: 89,055 and 1 April 2017: Nil)
liace value: Nil (31 March 2018: Rs. 1,000 and 1 April 2017: Nil) per security receipts

At cost
Investment in security receipts of subsidiaries*
Indiabulls ARC- III Trust 3,027.86
No. of security receipts: 302,786 (31 March 2018: Nil and 1 April 2017: Nil)
I'ace value: Rs. 1,000 (31 March 2018: Rs, 1,000 and 1 April 2017: Nil) per security receipts

Indiabulls ARC- IV Trust 6,773.01
No. of sccurity receipts: 1,601,260 (31 March 2018: Nil and 1 April 2017: Nil)
FFace value: Rs. 422,98 (31 March 2018: Nil and L April 2017: Nil) per security receipts

Indiabulls ARC- V Trust 523.26
Na. of security receipts: 56,253 (31 March 2018: Nil and 1 April 2017: Nil)
Face value: Rs. 930.19 (31 March 2018: Nil and | April 2017: Nil) per security receipts

Indiabulls ARC- VI Trust 2,142.00
No. of security receipts: 214,200 (31 March 2018: Nil and 1 April 2017: Nil)
I*ace value: Rs. 1,000 (31 March 2018: Nil and 1 April 2017: Nit) per security receipts

Indiabulls ARC- VII Trust 2,958.00
No. of sceurity receipts: 295,800 (31 March 2018: Nil and 1 Apeil 2017: Nil)
frace value: Rs. 1,000 (31 March 2018: Nil and | April 2017: Nil) per security receipts

17,358.07 4,259.52 5,000.00
Investments outside India
Investments in India 17,358.07 4,259.52 5,000,00
Total 17,358.07 4,259.52 5,000.00
Name of entity Ownership interest
Principle place of As at As at As at
business 31 March 2019 31 March 2018 1 April 2017
Indiabulls ARC- 11T "T'rust India 51.00% 15.00%
Indiabulls ARC- 1V Trust India 51000
Indiabulls ARC- V T'rust India 51.00%
Indiabulls ARC- VI Trust India 51.00%
Indiabulls ARC- VII Trust India 51.00%
*Investment in subsidiarics arc measured at cost as per Ind AS 27 ‘Separate l'inancial Statements
As at As at As at
31 March 2019 31 March 2018 1 April 2017
Note - 6
Other financial assets
Security deposit 10.51 9.67

10.51 9.67 -




Indiabulls Asset Reconstruction Company Limited

Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(Allamounts in Rs. Takhs unless stated otherwisce)

As at As a As at
31 March 2019 31 March 2018 1 April 2017
Note - 7
Deferred tax assets (net)
Deferred tax assets
Imployee benefits 6.26 1.61
I'inancial instruments measured at amortised cost 998.44 0.03
Deferred tax liabilities
"Liming difference between book depreciation and depreciation as per Income Tax Act, 1961 0.20 0.22
Deferred tax assets (net) 1,004.50 142 -
Movement in deferred tax assets (net)
Particulars As at Charged/ Charged/ As at
31 March 2018 (credited) to (credited) to other 31 March 2019
statement of profit comprehensive
and loss income

Deferred tax assets
Iimployee benefits 1.61 4.56 0.09 6.26
[inancial instruments measured at amortised cost 0.03 (11.48) (11.45)
Compulsorily convertible debentures 1,009.89
Deferred tax liabilities
‘I'iming difference between book depreciation and depreciation as per 0.22 0.02) 0.20
Income T'ax Act, 1961
Deferred tax assets (net) 142 (6.90) 0.09 1,004.50
Particulars As at Charged/ Charged/ As at 31 March

1 April 2017 (credited) to (credited) to other 2018

statement of profit comprehensive
and loss income
Deferred tax assets
Employee benefits 1.61 1.61
[Minancial instruments measured at amortised cost 0.03 0.03
Deferred tax liabilities
‘I'iming diffcrence between book depreciation and depreciation as per 0.22 022
Income 'T'ax Act, 1961
- 1.42 - 142

Deferred tax assets (net)
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Indiabulls Asset Reconstruction Company Limited
Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(Allamounts in Rs. Lakhs unless stated otherwise)

As at As at As at
31 March 2019 31 March 2018 1 April 2017
Note - 9
Other non-financial assets
Prepaid expenses 3.18 4.46
Balance with government authoritics 8.49 8.09 234
54.013 224

Other recoverables

65.70 14.79 2.34




Indiabulls Asset Reconstruction Company Limited
Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(Allamounts in Rs. Lakhs unless stated otherwise)

As at As at As at
31 March 2019 31 March 2018 1 April 2017
Note - 10
Trade payables
Total outstanding duc to micro enterprises and small enterprises .
Total outstanding duc to ereditors ather than micro enterprises and small enterprises 10.63 5.59
10.63 5.59 -

Details of dues to micro and small enterprises as defined under the Micro, Small and Medium Enterprises Development Act, 2006 (MSMED Act)

. As at As at As at
Particul
articutars 31 March 2019 31 March 2018 1 April 2017

‘I'he principal amount and the interest due thercon remaining unpaid to any supplicr as at the . . .

. Nil Nil Nil
cnd of cach accounting year.
‘The amount of interest paid by the buyer in terms of section 16 of the MSMED Act, 2006
along with the amounts of the payment made to the supplicr beyond the appointed day during Nil Nil Nil
cach accounting ycar.
T'he amount of interest due and payable for the period of delay in making payment (which have
been paid but beyond the appointed day during the year) but without adding the interes Nil Nil Nil
specified under the MSMIID Act, 2006,
The amount of interest accrued and remaining unpaid at the end of each accounting year, Nil Nil Nil
‘The amount of further interest remaining due and payablc even in succeeding years, until such
date when the interest dues as above are actually paid to the small entecprise for the purposc of| Nil Nil Nil
disallowance as a deductible expenditure under section 23 of the MSMIID Act, 2006.

As at As at As at
31 March 2019 31 March 2018 1 April 2017
Note - 11
Other payables
Total outstanding due to micro enterprises and small enteyprises
T'otal outstanding duc to creditors other than micro enterprises and small enterprises 105.29 40.00
105.29 40.00 -
Details of dues to micro and small enterprises as defined under the MSMED Act, 2006
Particulars ASTY . Asac
31 March 2019 31 March 2018 1 April 2017
‘T'he principal amount and the interest duce thercon remaining unpaid to any supplicr as at the Nil Nil Nil

cnd of cach accounting ycar.

‘I'he amount of intcrest paid by the buyer in terms of scction 16 of the MSMED Act, 2006
along with the amounts of the payment made to the supplicr beyond the appointed day during Nil Nil Nil
cach accounting year.

'L'he amount of intcrest duc and payable for the period of delay in making payment (which have

been paid but beyond the appointed day during the ycar) but without adding the interest Nil Nil Nil
specified under the MSMED Act, 2006.
"I'he amount of interest accrued and remaining unpaid at the end of each accounting year. Nil Nil Nil

“T'he amount of further interest remaining duc and payable even in succeeding years, until such
date when the interest dues as above are actually paid to the small enterprise for the purposc of] Nil Nil Nil
disallowancc as a deductible expenditure under scction 23 of the MSMEED Act, 2006.




Indiabulls Asset Reconstruction Company Limited
Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(Allamounts in Rs. Takhs unless stated otherwisc)

As at As at As at
31 March 2019 31 March 2018 1 April 2017

Note - 12
Debt securities
At amortised cost
Liability component of compulsorily convertible debentures 3,428.50

3,428.50 - -
Debt sccuritics in India 3,428.50 - -
Debt sccuritics outside India - - -

3,428.50 - -

Terms of conversion:

Non-marketable, compulsorily convertible debentures (CCDs) issued to Indiabulls Ventures Limited with a coupon rate of 8% p.a. payable quarterly. These
CCDs were issued on 27 March 2019 with a tenure of conversion on or before 14 months from the date of allotment. The CCDs shall be converted into fully
paid-up cquity shares of the Company of face value of Rs. 10 cach at a conversion price of Rs. 100 per cquity share (including a premium of Rs. 90 per cquity
sharc). Such option for conversion of the CCIDs may be excrcised by the Debenture holder any time, at their sole option, by giving 5 working days written notice
to the Company, during the tenure of the debentures,

Reconciliation of liabilities arising from financing activities
"I'hc changes in the Company’s liabilities arising from financing activitics can be classificd as follows:
Particulars Debt securities Total

1 April 2017
Cash flows: - -
31 March 2018 - -

Cash flows:
Proceeds™ 40,000.00 40,000.00

Repayment ’ :
31 March 2019 40,000.00 40,000.00

*'I'his represents gross amount reccived on issuc of CCD's

As at As at As at
31 March 2019 31 March 2018 1 April 2017
Note - 13
Other financial liabilities
lixpenses payable 6.72 2.81 0.25
6.72 2.81 0.25
As at As at As at
31 March 2019 31 March 2018 1 April 2017
Note - 14
Current tax liabilities (net)
Provision for tax (net of advance tax) 35.65 50.62 38.83
35.65 50.62 38.83
As at As at As at
31 March 2019 31 March 2018 1 April 2017
Note - 15
Provisions
Provision for employee benefits
Provision for gratuity 13.09 3.84
Provision for compensated absences 8.66 1.99
21.75 5.83 -
As at As at As at
31 March 2019 31 March 2018 1 April 2017
Note - 16
Other non-financial liabilities
Income received it advance* 612,16 - -
Statutory dues payables 266.13 31.52 1.44
878.29 31.52 1.44
* Reconciliation of income received in advance: Amount
Balance at the beginning of the year as at 1 April 2018 -
Add: Advances received during the year 814.73
I.ess: Revenue recognised during the year (202.57)

Balance at the end of the year as at 31 March 2019 612.16



Indiabulls Asset Reconstruction Company Limited
Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(AMamounts in Rs, Lakhs unless stated otherwise)

As at 31 March 2019 As at 31 March 2018

As at 1 April 2017

No. of shares Amount No. of shares Amount No. of shares Amount
(In Lakhs) (In Lakhs) (In Lakhs)
Note - 17
Equity share capital
i. Authorised
liguity shares of face value of Rs. 10 cach 950 9,500.00 750 7,500.00 750 7,500.00
950 9,500.00 750 7,500.00 750 7,500.00
ii. Issued, subscribed and paid up:
liquity shares of (ace value of Rs. 10 cach 575 5,750.00 550 5,500.00 500 5,000.00
575 5,750.00 550 5,500.00 500 5,000.00

iii. Reconciliation of the number of shares and amount outstanding at the beginning and at the end of the year:

As at 31 March 2019

As at 31 March 2018

No. of shares Amount No. of shares Amount
(In Lakhs) (In Lakhs)
Balance at the beginning of the year 550 5,500.00 500 5,000.00
Add: Tssued during the year 25 250.00 50 500.00
Balance at the end of the year 575 5,750.00 550 5,500.00

iv. Terms/rights attached to equity shares

"I'hc Company has only onc class of cquity shares having a par valuc of Rs. 10 per sharc. liach holder of cquity shares is entitled to one vote per share. In the event of
liquidation of the Company, the holders of equity shares will be entitled to receive remaining asscts of the Company, after distribution of all preferential amounts. 'The

distribution will be in proportion to the number of cquily shares held by the sharcholders.

v. Detail of shareholders holding 5% or more shares:

As at 1 April 2017

Particulars As at 31 March 2019 As at 31 March 2018
No. of shares % of holding No. of shares % of holding No. of shares % of holding
(In Lakhs) (In Lakhs) (In Lakhs)
Equity shares of face value of Rs.
10 cach fully paid up
Indiabulls ~ Ventures  Limited (1 Tolding 575 100%% 550 100%% 500 100%
Company)
Total 575 100% 550 100% 500 100%

As per tecords of the Company, including its register of members/sharcholders, and other declarations reecived from sharcholders regarding beneficial interest, the

above sharcholding represents both legal and beneficial ownership of shares.

vi. ‘I'he Company has not issucd any bonus shares during the cureent year and five years immcediately preceding current year.

“There are no shares issued pursuant to contract without payment being received in cash, allotted as fully paid up by way of bonus issuc and bought back, during the

vii.
five vears immediately preceding current year,
As at As at As at
31 March 2019 31 March 2018 1 April 2017

Note - 18
Other equity
Sceurities premium 6,750.00 4,500.00 .
Retained carnings 1,725.28 450.67 36.03
tiquity component of compulsorily convertible debentures 37,541.86 - -

46,017.14 4,950.67 36.03

Nature and purpose of other reserve

Securities premium

Sccuritics premium represents premium received on issue of sharcs. "I'he account can be utilised in accordance with the provisions of the Companices Act 2013,

Retained carnings
Retained carnings represents the surplus in the statement of profit and loss.

Equity component of compulsorily convertible debentures

"I'hc Company has issucd compulsorily convertible debentures (CCDs) having coupon rate of 8% per annum. 'This balance represents equity component of the CCDs.



Indiabulls Asset Reconstruction Company Limited

Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(All amounts in Rs. Lakhs unless stated otherwisc)

Note - 19

Interest income

On financial assets measured at amortised cost:
Interest from loans

Interest on deposits with banks

Interest income from inter-corporate deposits

Other interest income

Note - 20
Fees and commission income
Management fee

Incentive fee

Note - 21
Net gain on fair value changes

On financial instruments at fair value through profit or loss

- Gain on redemption of mutual funds
- Gain on redemption of sccurity receipts

Fair value changes
- Realised
Total

Note - 22

Finance costs

On financial liabilities measured at amortised cost:
Interest on inter corporate deposits

Interest on debt securities

Others

Other interest expense

For the year ended

For the year ended

31 March 2019 31 March 2018
36.97 -
381.17 465.49
- 23.89
0.84 0.58
418.98 489.96
For the year ended For the year ended
31 March 2019 31 March 2018
1,042.15 167.08
705.61 234.66
1,747.76 401,74
For the year ended For the year ended
31 March 2019 31 March 2018
44.88
530.10 -
530.10 44.88
530.10 44.88
530.10 44.88
For the year ended For the year ended
31 March 2019 31 March 2018
195.07
4.31
6.82 5.21
206.20 5.21




Indiabulls Asset Reconstruction Company Limited

Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(All amounts in Rs. 1.akhs unless stated otherwisc)

Note - 23

Employee benefits expenses

Salaries, wages and bonus

Contribution to provident fund and other funds
Provision for employce benefits

Staff welfare expenses

Note - 24

Other expenses

Rent

Office maintenance

Repairs and maintenance
Printing and stationery
Directot's sitting fee

Auditor's remuneration®

Iegal and professional charges
Stamp duty charges

Rates and taxes

I{lectricity charges
Recruitment charges
Corporate social responsibility cxpcnditurc#

Miscellancous expenses

*Charge for auditors remuncration comprises of:
Statutory audit fees (excluding taxes)

#Corporate social responsibility(CSR) committee and expenditure:

For the year ended For the year ended
31 March 2019 31 March 2018

509.47 193.62

3.36 0.00

15.61 5.83

0.46 0.24

528.90 199.69

For the year ended

For the year ended

31 March 2019 31 March 2018
59.71 39.80
6.95 4.62
2.40 5.83
1.56 0.11
7.50 6.00
5.00 5.00
10.18 7.99
20.52 22.53
0.38 0.60
271 1.43
5.76 49.39
4.99
2.09 0.80
129.81 144.10
5.00 5.00
5.00 5.00

In pursuant to the provisions of scction 135 of the Companics Act, 2013, the Company has constituted Corporate Social Responsibility (CSR)
committee. "I'he Company is required to spend Rs. 4.99 Lakhs for the current year (31 March 2018: Nil) towards CSR activitics and accordingly the

Company has spend the entire amount as follows:

Particulars

(a) Amount spent on
Construction/acquisition of any asset
On purpose other than above*

(b) Amount unpaid

Total
*Contribution towards donation/corpus fund paid to Indiabulls [Foundation

For the year ended

31 March 2019

For the year ended
31 March 2018

4.99

4.99




Indiabulls Asset Reconstruction Company Limited
Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019
(All amounts in Rs. Lakhs unless stated otherwisc)

For the year ended For the year ended
31 March 2019 31 March 2018
Note - 25
Tax expense
Current tax (including carlier years) 548.47 174.03
Deferred tax charge/(credit) 6.90 (1.42)
Income tax expense reported in the statement of profit and loss 555.37 172.61

‘The major components of income tax expense and the reconciliation of expected tax expense based on the domestic effective tax rate of the

Company at 29.12% (31 March 2018: 27.55%)

The reported tax expense in statement of profit and loss are as follows:

For the year ended For the year ended
31 March 2019 31 March 2018
Accounting profit before income tax 1,830.21 587.25
At India’s statutory income tax rate of 29.12% (31 March 2018: 27.55%) 532.96 161.80
Tax effect of amounts which are not deductible (taxable) in
calculating taxable income:
"I'ax impact of expenses which will never be allowed 20.43 7.60
Income tax for carlicr years 1.98 3.22
Income tax expense for the year 555.37 172.62
Note - 26
Earnings per equity share For the year ended For the year ended
31 March 2019 31 March 2018

Net profit for the year 1,274.84 414.64
Nominal value of equity shares (Rs. per share) 10.00 10.00
Weighted average number of equity shares used for computing basic earnings per share (In 574 546
I.akhs)
Basic earnings per share* (Rs.) 2.22 0.76
Net profit for the year (for diluted earnings per sharc) 1,274.84 414.64
Weighted average number of equity shares used for computing diluted carnings per share (In 574 546
1.akhs)
Diluted earnings per share (Rs.) 2.22 0.76

*"I'he Company had issued compulsorily convertible debentures which are expected to be converted into equity shares in the ratio of 1:1 and
accordingly considered in calculation of basic carnings per share



Indiabulls Asset Reconstruction Company Limited

Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(All amounts in Rs. Takhs unless stated otherwisc)

27 Financial instruments
A Financial assets and liabilities

"The earrying amounts of financial instruments by eategory arc as follows:

Particulars Note As at As at As at

31 March 2019 31 March 2018 1 April 2017
Financial assets measured at fair value
Investments*
- measured at fair value through profit and loss Note 5 1,933.94 4,259.52 5,000.00
Financial assets measured at amortised cost
Cash and cash cquivalents Note 3 3,699.81 6,295.70 74.21
Loans Notc 4 34,110.17 -
Sccurily deposits Note 6 10.51 9.67 -
Total 39,754.43 10,564.89 5,074.21
Financial liabilities measured at amortised cost
‘I'rade payables Note 10 10.63 5.59
Other payables Note 11 105.29 40.00 -
Debt sccuritics Note 12 3,428.50 . -
Other financial liabilitics Note 13 6.72 2.81 0.25
Total 3,551.14 48.40 0.25

* Investment in subsidiarics are measured at cost as per Ind AS 27, ‘Separate financial statements’ and hence, not presented here.

B Fair values hierarchy

"T'he fair valuc of financial instcuments as referred to in note (A) above has been classified into three categorics depending on the inputs used in the valuation technique. The hicrarchy
gives the highest priority to quoted prices in active mackets for identical assets or liabilitics [Ievel 1 measurements| and lowest priority to unobservable inputs [Ievel 3 measurements|.

"I'he categories used are as follows:
Level 1: Quoted prices (unadjusted) for identical instruments in an active market;

Level 2: Dircctly (i.c. as prices) or indircetly (i.c. derived from prices) observable market inputs, other than Level 1 inputs; and

Level 3: Inputs which are not based on obscrvable market data (unobscevable inputs).

B.1Financial assets and liabilities measured at fair value - recurring fair value measurements

As at 31 March 2019 Level 1 Level 2 Level 3 Total

Asscts

Investments at fair value through profit and loss

Unquoted sceurity receipts - 1,933.94 1,933.94

As at 31 March 2018 Level 1 Level 2 Level 3 Total

Assets

Investments at fair value through profit and loss

Unquoted securily receipts 4,259.52 4,259.52

As at 1 April 2017 Level 1 Level 2 Level 3 Total

Assets

Investments at fair value through profit and loss

Mutual funds 5,000.00 5,000.00

Valuation process and technique used to determine fair value

Specific valuation techniques used to value financial instruments include:

- for unquoted security receipts, the Company has used adjusted discounted cash flow method (income approach).

- for mutual funds, on the basis of statcment received from investee party.

The following table summarises the quantitative information about the significant unobservable inputs used in Level 3 fair value measurements.

Particulars Fair value Significant

As at As at As at unobservable
31 March 2019 31 March 2018 1 April 2017 inputs
1,933.94 4,259.52 listimated cash

Unquoted sceurity reccipts

flows and discount
rate




Indiabulls Asset Reconstruction Company Limited

Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(Allamounts in Rs. Lakhs unless stated otherwise)

Sensitivity analysis

Description For the year For the year

ended 31 March | ended 31 March
2019 2018

Impact on fair value if change in unobservable inputs

- Impact due to increase of 0.5%a (6.95) (53.76)

- Impuact due to decrease of 0.5% 7.03 56,35

The following table presents the changes in Level 3 items for the year ended 31 March 2019 and 31 March 2018:

Particulars Unquoted

Security receipts

As at | April 2017

Add: Addition during the year 5,585.55

Less: Redeemed duaring the year (1,326.03)

As at 31 March 2018 4,259.52

Add: Addition during the year

Less: Redeemed during the year (2,325.58)

As at 31 March 2019 1,933.94

B.2 Fair value of instruments measured at amortised cost

liair value of instruments measured at amortised cost for which fair value is disclosed is as follows, these fair values acc calculated using Level 3 inputs:

Particulars As at 31 March 2019 As at 31 March 2018 As at 1 April 2017
Carrying value Fair value Carrying value Fair value Carrying value Fair value

Financial assets

Cash and cash cquivalents 3,699.81 3,699.81 6,295.70 6,295.70 74.21 7421

Loans 34,110.17 3411017 - -

Security deposits 10.51 9.93 9.67 9.26 - -

Total 37,820.49 37,819.91 6,305.37 6,304.96 74.21 74.21

Financial liabilities

"I'rade payables 10.63 10.63 5.59 5.59

Other payables 105.29 105.29 40.00 40.00

Debt sccuritics 3,428.50 3,460.44 . - -

Other financial liabilitics 6.72 6.72 2.81 2,81 0.25 .25

Total 3,551.14 3,583.08 48.40 48.40 0.25 0.25

“I'nc management assessed that fair values of cash and cash cquivalents, trade payables, other payables and other financial liabilitics approximate their respective carrying amounts largely
duc to the short-term maturitics of these instruments. ‘The fair value of the financial assets and liabilitics is considered at the amount at which the instrument could be cxchanged in 2
current transaction between willing pattics, other than in a forced or liquidation sale. The following methods and assumptions were used to cstimatc the fair values:

(i) The fair values of the Company’s fixed interest bearing loans and sceurity deposits are determined by applying discounted cash flows (DCI?) method, using discount rate that reflects

the issuer’s borrowing rate as at the end of the reporting period.

@it) The fair values of the Company fixed interest-bearing debt sccuritics are determined by applying discounted cash flows (DCI?) method, using discount rate that reflects the issuer’s

botrrowing rate as at the end of the reporting period.




Indiabulls Asset Reconstruction Company Limited

Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(All amounts in Rs, Lakhs unless stated otherwisc)

28 Financial risk management

i) Risk Management

A)

a

N

The Company’s activitics exposc it to market risk, liquidity risk and credit risk. ‘The Company's board of directors have overall responsibility for the establishment and oversight of the
Company risk management framework. This note cxplains the sources of risk which the entity is exposed to and how the entity manages the risk and the related impact in the financial

statements.
Risk Exposure arising from Measurement Risk management
Credit risk Cash and cash equivalents, loans and sccurity deposits Agcing analysis Bank deposits, diversification of asset basc, credit limits and
collateral
Liquidity risk Debt sceurities and other financial liabilities Rolling cash flow forccasts Availability of committed credit lincs and borrowing
facilitics
Market risk Tnvestments in sceurity receipts Sensitivity analysis Diversification of portfolio, with focus on strategic

"I'he Company’s risk management is carricd out by treasury department (of the Company) under policics approved by the board of directors. T'he Company has overall risk management
framework for overall risk management, as well as policies covering specific arcas, such as interest rate risk, credit risk and investment of excess liquidity.

Credit risk

Based on business cnviconment in which the Company operatcs, a default on a financial assct is considered when the counter party fails to make payments within the ageeed time period
as per contract. T'he Company asscsses and manages credit risk based on internal credit rating system. Internal credit rating is performed for cach class of financial instruments with
diffcrent characteristics. ‘The Company assigns the following credit ratings to cach class of financial asscts based on the assumptions, inputs and factors specific to the class of financial

asscts.

Credit risk management
"I'he Company assesscs and manages credit risk based on intcrnal credit rating system. Internal credit rating is pecformed for cach class of financial instruments with different
characteristics. The Company assigns the following credit ratings to cach class of financial asscts basced on the assumptions, inputs and factors specific to the class of financial asscts.

® Tow credit tisk on financial reporting date
() Modcrate credit risk
(i) 1ligh credit risk

‘I'he Company provides for expeeted credit loss based on the fullowing:

Asset group Basis of categorisation Provision for expected credit loss
low credit risk Cash and cash equivalents, loans and sccurity deposits 12 month cxpected credit loss
Modecrate credit risk Loans Life time expected credit loss or 12 month expected credit loss

Bascd on business environment in which the Company operates, a default on a financial assct is considered when the counter party fails to make payments within the agreed time period
as per contract. Loss rates reflecting defaults are based on actual credit loss experience and considering differences between current and historical cconomic conditions.

Asscts arc written off when there is no reasonable expectation of recovery, such as a borrower declaring bankruptey or a litigation decided against the Company, “The Company
conlinucs to engage with partics whose balances arc written off and attempts to enforce repayment. Recoveries made are recognised in statement of profit and loss.

Financial assets that expose the entity to credit risk*

Particulars As at As at As at
31 March 2019 31 March 2018 1 April 2017

() Low credit risk on financial reporting date

Cash and cash cquivalents 3,699.81 6,295.70 74.21
l.oans 34,110.17 -
Sccurity deposits 10.51 9.67

(i) Moderate credit risk

Loans

*"I'hese represent gross carrying values of financial assets, without deduction for impairment loss allowance.

Cash and cash equivalents
Credit risk rclated to cash and cash cquivalents is managed by only accepting highly rated banks.

Other financial assets measured at amortized cost
Other financial assets measured at amortized cost includes security deposits. Credit risk related to these other financial asscts is managed by monitoring the recoverability of such

amounts continuously.

Loans

"The Company closely monitors the credit-worthiness of the borrower's through internal systems and project appraisal process (wherever applicable) to assess the credit risk and define
credit limits of borrower, thereby, limiting the credit risk to pre-calculated amounts. "T'hese processes include a detailed appraisal methodology, identification of risks and suitable
structuring and credit risk mitigation measures. The Company assesscs increasc in credit risk on an ongoing basis for amounts loan asscts that become past due and default is considered

to have occurred when amounts reccivable become one year past duc.
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b) Credit risk exposure
i) Expected credit losses for financial assets other than loans

As at 31 March 2019

Estimated gross

Expected credit

Carrying amount

Sccurity deposits

carrying amount at losses net of
default impairment
Cash and cash cquivalents 3,699.81 3,699.81
10.51 10.51

As at 31 March 2018

Estimated gross

Expected credit

Carrying amount

Secunity deposits

carrying amount at losses net of
default impairment
Cash and cash cquivalents 6,295.70 - 6,295.70
9.67 9.67

As at 1 April 2017

Estimated gross
carrying amount at
default

Expected credit
losses

Carrying amount
net of
impairment

Cash and cash cquivalents

74.21

74.21

(ii) Expected credit loss for loans
Definition of default:

The Company considers default in all cases when the borrower becomes 90 days past due on its contractual payments. "I'he lixpected Credit Loss (15CLY is measured at [2-month 1CI,
for Stage 1 loan assets and at lifetime HCL for Stage 2 and Stage 3 loan asscts, CL is the product of the probability of default, exposuce at default and loss given default,

Changes in the gross carrying amount in relation to loans from heginning to end of reporting period:

Particulars

Stage 1

Stage 2

Stage 3

Gross carrying amount as at 1 April 2017
Asscts originated

Asscts derccognised (excluding write offs)
Gross carrying amount as at 31 March 2018

Asscts originated and acquired
Asscts derecognised (excluding write offs)

Gross carrying amount as at 31 March 2019

34,110.17

34,110.17

The Company has extended loans for the first time during the current year and does not have history of extending loans, The loan is 100" sccured by the collateral and the

management believes the underlying loan is in stage 1 and there is no significant increase in the credit risk as at the reporting date. Accordingly, no allowance for impairment has been

recorded.

C

L

Loans secured against collateral
Company’s sccured portfolio has security basc as follows:

Value of loans

Sceured by tangible a

Particulars
As at As at As at
31 March 2019 31 March 2018 1 April 2017
cts 34,110.17 -

Sceured by other assets

"T'he Company docs not physically possesses propertics or other assets in its normal course of business but makes cfforts toward recovery of outstanding amounts on delinquent loans.
Once contractual loan repayments are more than 90 days past duc, possession of property may be initiated. Possessed property is disposed off in the manner prescribed under the

regulatory guidance to recover outstanding debt.
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B) Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial liabilitics that arc scttled by dclivering cash or another financial
assct. 'I'he Company's approach to managing liquidity is to ensure as far as possible, that it will have sufficient liquidity to meet its liabilitics when they are duc.

Management monitors rolling forecasts of the Company's liquidity position and cash and cash cquivalents on the basis of expeceted cash flows. The Company takes into account the
liquidity of the market in which the entity operates,

Maturities of financial assets and liabilities

(i

~

"I'he tables below analyse the Company's financial assets and liabilities into relevant maturity groupings based on their contractual maturitics.

"I'he amounts discloscd in the table are the contractual undiscounted cash flows:
As at 31 March 2019

Particulars Less than 1 1-2 year 2-3 year More than 3 Total

year years
Financial assets
Non-derivatives
Cash and cash cquivalents 3,699.81 . . 3,699.81
Loans . 15,298.96 30,330.50 - 45,629.46
Investments 1,672.00 546.00 42,00 2,260.00
Sccurity deposits - - . 13.86 13.86
Total 5,371.81 15,844.96 30,372.50 13.86 51,603.13
Financial liabilities
Non-derivatives
Debt sccuritics 3,208.77 499.73 . - 3,708.50
‘I'rade payables 10.63 - - 10.63
Other payables 105.29 . 105.29
Other financial liabilitics 6.72 - 6.72
Total 3,331.41 499.73 - - 3,831.14
As at 31 March 2018
Particulars Less than 1 1-2 year 2-3 year More than 3 Total

year years
Financial assets
Non-derivatives
Cash and cash equivalents 6,295.70 . - 6,295.70
Investments 1,436.00 1,902,00 1,106.00 350.00 4,794.00
Sceurity deposits - - 13.86 13.86
Total 7,731.70 1,902.00 1,106.00 363.86 11,103.56
Non-derivatives
‘I'radc payables 5.59 . - - 5.59
Other payables 40.00 . - 40.00
Other financial liabilitics 2.81 : 2.81
Total 48.40 - - - 48.40
As at 1 April 2017
Particulars Less than 1 1-2 year 2-3 year More than 3 Total

year years
Financial assets
Non-derivatives
Cash and cash cquivalents 74.21 - - - 7421
lnvestments 5,000.00 5,000.00
Total 5,074.21 - - - 5,074.21
Non-derivatives
Other financial liabilitics 0.25 . - 0.25
Total 0.25 - - - 0.25
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C) Market risk
a) Interest rate risk
i) Liabilities

"I'he Company’s policy is to minimise interest rate cash flow risk exposures on long-term financing. At 31 March 2019, the debt securitics carry fixed rate of interest, and accordingly, the

Company do not have any exposurce to interest rate risk.

ii) Assets

"I'he Company’s bank dcposits are carricd at amortised cost and are fixed rate deposits. ‘They are therefore not subject to interest rate risk as defined in Ind AS 107 on liinancial
Instruments: Disclosures, since ncither the carrying amount nor the future cash flows will fluctuate because of a change in market interest rates.

D) Price risk
i) Exposure

"The Company’s cxposure price risk arises from investments held and classified in the balance shect either as fair value through other comprehensive income or at fair value through

profit or loss. "l'o manage the price sk arising from investments, the Company diversifics its portfolio of asscts.

~

Sensitivity

"I'he table below summarises the impact of increases/decreases of the index on the Company's cquity and profit for the period:

Impact on profit after tax

Particulars For the year For the year
ended 31 March | ended 31 March
2019 2018
Security receipts
Nect asscts value — increase by 5% 68.54 154.29
Nect asscts value — decrcase by 5% (68.54) (154.29)

29

Capital management

"I'he Company’s capital management objectives arc

- to cnsute the Company’s ability to continue as a going concern

- to provide an adcquate return to sharcholders

‘The Company monitors capital on the basis of the carrying amount of equity Jess cash and cash equivalents as presented on the face of balance shect.

Management assesscs the Company’s capital requirements in order to maintain an efficicnt overall financing structure while avoiding cxcessive leverage. "This takes into account the
subordination levels of the Company’s vatious classes of debt. 'I'he Company manages the capital structurc and makes adjustments to it in the light of changes in cconomic conditions
and the risk characteristics of the underlying asscts. In order to maintain ot adjust the capital structure, the Company may adjust the amount of dividends paid to sharcholders, return
capital to sharcholders, issue new shares, or scll assets to reduce debt.

Particulars As at As at As at

31 March 2019 31 March 2018 1 April 2017
Debt* 3,428.50 .
Total cquity 51,767.14 10,450.67 5,036.03
Debt to equity ratio 0.07 . .

* Debt includes debt sceuritics and interest accrued on debt scunties.
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30 Related party disclosures
A List of related parties and disclosures

Holding Company:

Indiabulls Ventures Limired

Entities under common control:
Indiabulls Distribution Serviees Limited

Subsidiary catities:
Indiabulls ARC- I11 L'rust
Indiabulls ARC- TV T'rust
Indiabulls ARC- V 'I'rust
Indiabulls ARC- VI T'rust
Indiabulls ARC- VIT I'rust

Key managerial personnel and their relatives

Name of key managerial personnel

Mer. Kiran Shingwekar

Mr, Keyur Morparia

Mr. Gaurav Khetrapal

Mr. Ajit Kumar Mittal

Mr. Amit Ajit Gandhi

Dr. Kamalesh Shailesh Chandra Chakrabarty
Justice Bisheshwar Prasad Singh (Retd.)

Mr. Shyam Lal Bansal

Mr. Pradeep Kumar Panja

Designation

Chicf lixecutive Officer
Chicf Iinancial Officer
Company Sccretary
Non-Lixccutive Dircctor
lixccutive Director
Independent Director
Independent Director
Independent Director
Independent Director

B Details of transactions with related partics carried

out in the ordinitry course of business:

Name of related party

Nature of transaction

For the year

For the year

Mr. Keyur Morparia

ended ended
31 March 2019 31 March 2018
Tndiabulls Ventures Limited Issuc of equity share capital (including sccuritics premium) 2,500.00 5,000,00
Inter corpotate deposit taken 8,000.00
Repayment of inter comporate deposit (8,000.00)
Issue of compulsory convertible debentures 40,000.00
Interest on inter corporate deposit 13151
Interest on compulsorily convertible debentures 43.84
Reimbursement of expenses incurred 19.58 23.02
Indiabulls Distribution Services Limited Inter corporate deposit given 6,730.00
Interest received on inter corporate deposit - 23.89
Indiabulls ARC- IIT I'rust Investment in Sceurity Receipts # 2,137.31
Indiabulls ARC- 1V "I'rust Investment in Sceurity Reecipts 16,012.60
Indiabulls ARC- V T'rust Investment in Security Receipts 562.53
Indiabulls ARC- VI 'I'rust Investment in Sceurity Receipts 2,142,00
Indiabulls ARC- V1T "'rust Investment in Security Receipts 2,958.00
Indiabulls ARC- 11T "I'rust I'ees and other income 150.46
Indiabulls ARC- 1V "I'rust I'ees and other income 688.71
Indiabulls ARC- V "L'rust I'ces and other income 10.00 .
Nr. Kiran Shingwekar Remuneration paid 260.00 109.48
Remuneration paid 60.00 16.60

# During the year investment has increased from 15" to 51"
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C Key management personnel remuneration includes the following expenses:

Particulars For the year For the year
ended ended
31 March 2019 31 March 2018
320.00 126.08

Short-term employee benefies

Post employment bencfits

Other long-term employee benetits . -
Note: As provisions for gratuity and compensated absences are made for the Company as a whole, the amounts pertaining to the key management personnel are not

specifically identified and hence are not included above.

D Outstanding balances with related parties in ordinary course of business:

31

Other recoverable

As at 31 March

As at 31 March

As at 1 April 2017

2019 2018
Indiabulls ARC- ITI I'rust 52.00
Indiabulls ARC- TV "I'rust 0,51
Indiabulls ARC- VIL Truse 0.51

Income received in advance

As at 31 March
2019

As at 31 March
2018

As at 1 April 2017

[ndiabulls ARC- TV "L'rust
[ndiabulls ARC-V "T'rust

591.39
20,78

Investment in security receipts

As at 31 March

As at 31 March

As at 1 April 2017

2019 2018
Indhiabulls ARC- 111 "L'rust 3,027.86
Indiabulls ARC- TV “I'rust 6,773.01
[ndiabulls ARC- VY "1'rust 523.26 - -
Indiabulls ARC- VI 'rust 2,142.00 - -
Indiabulls ARC- V11 l'rust 2,958.00

Leases disclosure as lessee
Operating leases

"The Company has taken office premises on operating lease at one location in India and lease rent in respect of the same amounting to Rs. 59.71 lakh (31 March
2018 Rs. 39.80 1 .akh) has been charged to the statement of profit and loss. I'he minimum lease rental outstanding for non-cancellable arc as under:

Particulars As at As at As at
31 March 2019 31 March 2018 1 April 2017
Future minimum lesse payments:
- within one year 55.44 55.44
- Later than one vear bur not later than five vears 145.99 201.43
- Later than five years

32 Segment information

‘I'he Company operates in a single reportable segment ic. financing, which has similar risks and returns for the purpose of Ind AS 108 "Operating segments”, and
accordingly is considered t be the only reportable business segment. [further, the Company is operating in Tndia which is considered as a single geographical

SL‘ng]Cl] L.

33 Capital adequacy
As per the Reserve Bank of Tndia Guidelines, the Capital Adequacy Ratio of the Company as at 31 March 2019 works out to 97" (as at 31 March 2018 : 244%4; as at

L April 2017: 101%).

34 Commitments:

(i) 'I'hc Company has committed to make good the shortfall in redemption of sccurity receipts held in Indiabulls ARC TIT, TV and V "'rusts aggregating upto maximum
sum of Rs. 1,883.42 Lakh (as at 31 March 2018 : Nil; as at 1 April 2017: Nil)

@ii) listimated amount of contract remaining to be exceuted on capital account and not provided for is Nif (31 March 2018: Nil and | April 2017: Nil).
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35 Employee benefits
‘I'he Company has adopted Ind AS - 19 on Employee Benefits as under :

Defined contribution plans
Provident fund
The Company has made Rs. 3.36 L.akh (31 March 2018 Rs. 0.00 lakh ) contribution in respect of provident fund and other funds.

Defined benefit plans

A Gratuity (unfunded)
‘I'he Company has a defined benefit gratuity plan. Livery employee is entitled to gratuity as per the provisions of the Payment of Gratuity Act,
1972. "T'he liability of Gratuity is recognized on the basis of actuarial valuation.

Risks associated with plan provisions

Salary increases Actual salary increases will inerease the plan’s liability. Increase in salary increase rate assumption in future

valuations will also increase the hability.

Investment risk If the plan is funded then assets habilities mismatch and actual investment return on assets lower than the

discount rate assumed at the last valuation date can impact the liability.

Discount rate
Mortality and disability

Reduction in discount rate in subsequent valuations can increase the plan’s hability.

Actual deaths and disability cases proving lower or higher than assumed in the valuation can impact the
liabilitics,

Withdrawals Actual withdrawals proving higher or lower than assumed withdrawals and change of withdrawal rates at
¢

subscquent valuations can impact plan’s lability.

(i)

Amount recognised in the balance sheet is as under:

Particulars As at 31 March | As at 31 March | As at 1 April 2017
2019 2018

Present value of obligation 13.09 3.84

Net obligation recognised in balance sheet as provision 13.09 3.84 B

Amount recognised in the statement of profit and loss is as under:

Particulars For the year For the year
ended ended
31 March 2019 31 March 2018
Current scrvice cost 8.65 3.35
Past scrvice cost including curtailment gains/losscs . 0.49
Interest cost on defined benefit obligation 0.30
8.95 3.84

Net impact on Profit

(iii) Amount recognised as other comprehensive income is as under:
Particulars For the year For the year
ended ended
31 March 2019 | 31 March 2018
Re-measurement loss for the year on Planned Bencfit obligation (0.31) -

(iv) Movement in the present value of defined benefit obligation recognised in the balance sheet is as under:

Particulars For the year For the year
ended ended

31 March 2019 31 March 2018
Present value of defined benefit obligation as at the beginning of year 3.84
Current service cost 8.65 3.35
Interest cost 0.30
Past service cost including curtailment gains/losses - 0.49
Actuarial loss on obligation
Actuarial loss on arising from change in financial assumption 0.17
Actuarial loss on arising from cxperience adjustment 0.13
Present value of defined benefit obligation as at the end of the year 13.09 3.84
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(v) Actuarial assumptions

Weighted average duration (ycars)

Particulars For the year For the year
ended ended
31 March 2019 31 March 2018

Discounting rate (%o p.a.) 7.65% 7.80%
Ituture salary increase (%o p.a.) 5.00% 5.00%
Retirement age (years) 60 60
Withdrawal rate (% p.a.)
Up to 30 years 3% 3%
I'rom 31 to 44 ycars 2% 2%
Above 44 years 1% 1%

18.04 17.58

Mortality rates inclusive of provision for disability -100% of IALM (2006 — 08)

Gratuity is payable to the employces on death or resignation or on retirement at the attainment of superannuation age. ‘l'o provide for these

cventualitics, the Actuary has used Indian Assured Lives Mortality (2006-08) Ultimatc table.

(vi) Sensitivity analysis for gratuity liability

Particulars For the year For the year
ended ended

31 March 2019 | 31 March 2018
Impact of the change in discount rate
Present value of obligation at the end of the year
- Impact duc to increasc of 0.50 % 0.62) (0.18)
- Impact due to decrease of 0.50 % 0.67 0.20
Impact of the change in salary increase
Present value of obligation at the end of the year
- Impact duc to increase of 0.50 % 0.68 0.20
- Impact due to decrease of 0.50 % (0.64) (0.19)

Sensitivitics duc to mortality and withdrawals are not material and hence impact of change duc to these is not calculated.
Sensitivitics as to rate of incrcasc of pensions in payment, rate of increase of pensions before reticement and life expectancy are not

applicable.

(vii) Maturity profile of defined benefit obligation

Particulars

As at 31 March

As at 31 March

6 year onwards

2019 2018

0to 1 yecar 0.09 0.02
1to 2 year - -
2to 3 year 0.03 0.02
3 to 4 year 0.03 0.02
4 to 5 year 0.23 0.07
5 to 6 year 0.23 0.07

12.48 3.65




Indiabulls Asset Reconstruction Company Limited

Summary of significant accounting policies and other explanatory information for the year ended 31 March 2019

(All amounts in Rs. Lakhs unless stated otherwisc)

36 Disclosures as per the directions of Reserve Bank of India are as follows:

a) Names and addresses of the selling banks/financial institutions from whom financial asscts were acquired and the value at which such asscts

were acquired from cach such bank/financial institutions.

Name of the Selling Bank /Financial Address Acquisition price as % to total

Institution on 31 March 2019

IndusInd Bank 2401 Gen. Thimmayya Road, Punc, 411001 16,000.00 20%

Indiabulls I Tousing l'inance Timited M-62 & 63, liest I'loor, Connaught Place, New 58,428.23 73%
Delhi, 110001

Indiabulls Commercial Credit 1imited M-62 & 63, l'irst 'loor, Connaught Place, New 5,303.00 7%
Delhi, 110001

Total 79,731.23 100%

b) Dispersion of various financial assets, industry wise

Industry

Acquisition price as on 31 March 2019

Amount % to total
Real listate 47,895.57 60.07%
Cotton and T'extiles 10,209.56 12.80%
Retail 4,454.54 5.59%
Pharmaccuticals 3,754.27 4.71%
Automobiles 2,674.03 3.35%
l‘'ood Products and Beverages 2,033.30 2.55%
Print Mcdia 1,765.53 2.21%
T'ransport Services 1,064.13 1.33%
I<dible Oil 828.22 1.04%
Iron and Steel 773.22 0.97%
Gems and Jewellery 48891 0.61%
Plastics 450.82 0.57%
I'l'and I'TTiS 439.81 0.55%
Jewellery 432.08 0.54%
Construction and lingincering 402.59 0.50%
Payroll Services 381.56 0.48%
lilectrical liquipment 275.81 0.35%
Waste and Scrap 227.99 0.29%
Copper 217.18 0.27%
Wood and wood products 195.03 0.24%
Mcdia and lintertainment 191.81 0.24%
Aluminium 180.75 0.23%
I'MCG 154.56 0.19%
Others 239.97 0.30%
Total 79,731.23 100.00%

©) The acquisition price in tables (2) and (b) above includes financial asscts acquired till 31 March 2019 and financial asscts resolved till date.




d) Status of financial asscts acquired in the Lrusts set up by the Company as on 31 March 2019 as required as per RBI Notification No.
-+ DBNS.PD(SC/RC).8/CGM(ASR) dated 21 April 2010:

Particulars 2018-19

i. Value of financial assets outstanding for realisation as at 1 April 2018 27,844.58
1. Valuc of financial asscts acquired during the financial year 42,500.25
iii. Value of financial asscts realised during the financial year * 28,981.54
iv. Valuc of financial asscts written-off/written back during the financial ycar .

v. Valuc of financial asscts outstanding for realisation as on 31 March 2019 (i+ii-iii-iv) 41,363.29
vi. Value of land and / or building acquired in ordinary course of business of reconstruction of

asscts

* Surplus realisation, if any, over and above the value of financial assets has been adjusted in (c) above

¢) Status of Sccurity Receipts (SRs) issued by the T'rusts sct up by Indiabulls Asset Reconstruction Company Limited as on 31 March 2019:

Particulars Value of SRs redeemed fully during the year Value of SRs Total value
redeemed partially
during the year

i. SRs outstanding as on 1 April 2018 - 28,394.26 28,394.26
ii. Movement during the year from partially 6,457.28 (6,457.28)
to fully redeemed

il. SRs issued during the year 42.500.25 42,500.25
iv. SRs redeemed during the year 6,457.28 21,300.88 27,758.16
v. SRs written-off during the year -

vi. SRs outstanding as on 31 March - 43,136.35 43,136.35

2019 (i+ii+iii-iv-v)

f) Additional disclosures as required in circular no. DNBS(®PD) CC. No. 41/SCR(/26.03.001/2014-2015 dated 5 August 2014 for the asscts

acquired after the aforesaid dates:

Particulars Amount

1. Details of acquisition valuc of Assets more than the book value alongwith the basis of their valuation
ii. Details of asscts of the trusts (at T'rust level) disposed off during the year at substantial discount (more than 20% of
valuation as at the previous year end) and the reasons thercof.

iii. Details of asscts where the value of the SRs has declined more than 20% below the acquisition value.
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37 Maturity analysis of assets and liabilities

The table below shows an analysis of assets and labilities analysed according to when they are expected to be recovered or settled.

ASSETS

Financial assets

Cash and cash cquivalents
Loans

Investments

Other financial asscts

Non-financial assets
Deferred tax asscts (net)
Property, plant and equipment

Other non-financial asscts
TOTAL ASSETS

LIABILITIES AND EQUITY

LIABILITIES

Financial liabilities

Payables

"I'rade payables

(i) total outstanding ducs of micro cnterprses and
small enterprises

(ii) total outstanding ducs of creditors other than
micro enterprises and small enterprises

Other payables

(i) total outstanding ducs of micro enterprises and
small enterprises

(if) total outstanding ducs of creditors other than
micro enterprises and small enterprses

Debt securitics

Other financial liabilitics

Non-financial liabilities
Current tax liabilitics (nct)
Provisions

Other non-financial liabilitics

TOTAL LIABILITIES

Net

As at 31 March 2019

As at 31 March 2018

As at 1 April 2017

Within 12 months  After 12 months ~ Within 12 months  After 12 months  Within 12 months  After 12 months
3,699.81 - 6,295.70 - 74.21
- 34,110.17 - -
1,672.00 15,686.07 1,436.00 2,823.52 5,000.00
- 10.51 - 9.67
5,371.81 49,806.75 7,731.70 2,833.19 5,074.21 -
1,004.50 1.42
- 5.21 5.94 -
65.70 . 14.79 2.34
65.70 1,009.71 14.79 7.36 2.34 -
5,437.51 50,816.46 7,746.49 2,840.55 5,076.55 -
10.63 5.59
105.29 40.00
3,208.77 219.73 . -
6.72 - 2.81 - 0.25
3,331.41 219.73 48.40 - 0.25 -
35.65 - 50.62 38.83
0.24 21.51 0.06 5.77 -
878.29 - 31.52 - 1.44
914.18 21.51 82.20 5.77 40,27 -
4,245.59 241.24 130.60 5.77 40.52 -
1,191.92 50,575.22 7,615.89 2,834.78 5,036.03 -
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38 Transition to Ind AS

A Explanation of transition to Ind AS
T'hese are the Company’s first financial statements prepared in accordance with [nd AS.
T'he accounting policies set out in Note 2 have been applied in preparing the financial statements for the year ending 31 March 2019, the comparative information
presented in these financial statements for the year ended 31 March 2018 and in the preparation of an opening Ind AS balance sheet at 1 April 2017 (the Company’s date
of transition). An explanation of how the transition from previous GAAP to Ind AS has affected the Company’s financial position, financial performance and cash flows
is sct out in the following tables and notes.

1 Reconciliation of assets and liabilities presented in the balance sheet prepared as per previous GAAP and as per Ind AS as at 31 March 2018

Particulars Note As at 31 March 2018
Previous GAAP* | Effect of transition Ind AS
to Ind AS
ASSETS
Financial assets
Cash and cash cquivalents 6,295.70 6,295.70
Investments 4,259.52 4,259.52
Other financial asscts 1 13.86 (4.19) 9.67
10,569.08 4.19) 10,564.89
Non-financial assets
Deferred tax assets (net) 2 1.39 0.03 1.42
Property, plant and equipment 5.94 5.94
Other non-financial asscts 1 10.69 4.10 14.79
18.02 413 2215
TOTAL ASSETS 10,587.10 (0.06) 10,587.04
LIABILITIES AND EQUITY
LIABILITIES
Financial liabilities
Payables
“I'rade payables
(@) total outstanding ducs of micro enterpriscs and small enterpriscs
(ii) total outstanding dues of creditors other than micro enterprises and small enterprises 5.59 5.59
Other payables
(i) total outstanding ducs of micro enterprises and small caterprises -
(ii) total outstanding ducs of creditors other then micro enterpriscs and small enterpriscs 40.00 40.00
Other financial liabilitics 2.81 2.81
48.40 - 48.40
Non-financial liabilities
Current tax liabilities (nct) 50.62 - 50.62
Provisions 5.83 0.00 5.83
Othcr non-financial liabilitics 31.52 31.52
87.97 0.00 87.97
EQUITY
[iquity share capital 5,500.00 . 5,500.00
Other cquity 4,950.73 0.06) 4,950.67
10,450.73 (0.06) 10,450.67
TOTAL LIABILITIES AND EQUITY 10,587.10 (0.06) 10,587.04

¥I'hc previous GAAP figures have been reclassified to confirm to Ind AS presentation requirements i.c.

After reclassification, cffect has becn given for transition adjustments.

basis Division IIT of Schedule I1I for the purpose of this note.
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2 Reconciliation of assets and liabilities presented in the balance sheet prepared as per previous GAAP and as per Ind AS as at 1 April 2017

Particulars As at 1 April 2017
Previous GAAP* | Effect of transition Ind AS
to Ind AS
ASSETS
Financial assets
Cash and cash equivalents 74.21 - 74.21
Investments 5,000.00 - 5,000.00
5,074.21 - 5,074.21
Non-financial assets
Other non-financial asscts 2.34 - 2.34
2.34 - 2.34
TOTAL ASSETS 5,076.55 B 5,076.55
LIABILITIES AND EQUITY
LIABILITIES
Financial liabilities
Other financial habilitics 0.25 0.25
0.25 - 0.25
Non-financial liabilities
Current tax liabilities (net) 38.83 - 38.83
Other non-financial liabilitics 1.44 - 1.44
40.27 - 40.27
EQUITY
liquity share capital 5,000.00 - 5,000.00
Other cquity 36.03 - 36.03
5,036.03 - 5,036.03
TOTAL LIABILITIES AND EQUITY 5,076.55 - 5,076.55

*1'he previous GAAP figures have been reclassified to confirm to Ind AS presentation requirements i.c. basis Division IIT of Schedule III for the purpose of
this note. After reclassification, effect has been given for transition adjustments.
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3 Reconciliation of total comprehensive income presented in the statement of profit and loss prepared as per previous GAAP and as per Ind AS for
the year ended 31 March 2018

Particulars Note | Previous GAAP* | Effect of transition Ind AS

to Ind AS
Revenue from operations
Interest income 1 489.45 0.52 490
ices and commission income 401.74 402
Net gain on fair value changes 44.88 (0.01) 45
Total revenue from operations 936.07 0.51 936.58
Expenses
I'inance costs 5.21 - 5.21
limployce benefits expenses 199.69 - 199.69
Depreciation 0.33 - 0.33
Other expenses 1 143.49 0.61 144.10
Total expenses 348.72 0.61 349.33
Profit before tax 587.35 (0.10) 587.25

T'ax expense

Current tax (including carlier years) 174.03 174.03
Deferred tax credit 2 (1.39) (0.03) (1.42)

172.64 (0.03) 172.61
Profit for the year 414.71 (0.07) 414.64

Other comprehensive income

Items that will not be reclassified to profit or loss
Re-measurcment loss on defined benefit plans

Income tax relating to items that will not be reclassified to profit - -
Total comprehensive income for the year 414.71 (0.07) 414.64

*I'he previous GAAP figures have been reclassified to confirm to Ind AS presentation requirements i.c. basis Division 11T of Schedule 111 for the purposc of
this note. After reclassification, cffect has been given for transition adjustments.
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B Ind AS optional exemptions

1 Deemed cost for property, plant and equipment
Ind AS 101 permits a first-time adopter to clect to continue with the carrying value for all of its property, plant and cquipment as recognised in the financial statements as at the date of
transition to Ind AS, measurc as per the previous GAAP and use that as its deemed cost as at the date of transition. Accordingly, the Company has clected to measure all of its property,
plant and equipment at their previous GAAP carrying valuc.

2 Deemed cost for investments in subsidiaries
The Company has clected to carry the investment in subsidiary at its actual cost determined as per [nd AS 27 "Scparate financial statements” as its carrying value in thesc financial

staterments on the date of transition.

C Ind AS mandatory exceptions

1 Estimates
An entity’s estimates in accordance with Ind ASs at the date of transition to Ind AS shall be consistent with estimates made for the same date in accordance with previous GAAP (after
adjustments to reflect any difference in accounting policies), unless there is objective evidence that those cstimates were in error.
Ind AS cstimates as at 1 April 2017 arc consistent with the estimales as at the same date made in conformity with previous GAAP, The Company made estimates for following items in
accordance with Ind AS at the date of transition as these were not required under previous GAAP:

a

~

Investment in cquily instcuments carried at 'VIPL or 'VOCI
b) Impairment of financial asscts based on expected credit loss model

2 Classification and measurement of financial assets and liabilities
Classification of financial assct is required to be made on the basis of the facts and circumstances that exist at the date of transition to Ind AS. Uurther, if it is impracticable for the
Company to apply retrospectively the cffective interest method in Ind AS 109, the fair value of the financial assct or the financial lability at the date of transition to Ind AS shall be the
new gross carrying amount of that financial assct or the new amortised cost of that financial liability at the date of transition to Ind AS.

D Reconciliations between previous GAAP and Ind AS
Ind AS 101 requires an entity to reconcile total equity, total comprehensive income and cash flows for prior periods. ‘I'he following tables represeat the reconciliations from previous
GAAP to Ind AS.
1 Reconciliation of total equity as at 31 March 2018 and 1 April 2017

As at As at

Note 31March 2018 1 April 2017
Total equity (shareholder's funds) as per previous GAAP 10,450.74 5,036.03
Adjustments:
Sccurity deposits measured at amortised cost Note 1 0.11)
"l'ax impact on above Note 2 - -
Total adjustments (0.11) -

10,450.63 5,036.03

Total equity as per Ind AS

2 Reconciliation of total comprehensive income for the year

For the year

Note ended
31 March 2018

Profit after tax as per previous GAAP 414.71
Adjustments:
Security deposits measured at amortised cost Note 1 0.11)
"I'ax impact on above Nolte 2 0.03
Total adjustments (0.08)

414.63

Total comprehensive income as per Ind AS
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3 Impact of Ind AS adoption on statement of cash flows for the year ended on 31 March 2018:

-

Particulars Previous GAAP¥*  Adjustments Ind AS

Net cash flow from operating activity 442,40 = 442.40
Net cash flow from investing activity 779.09 779.09
Net cash flow from financing activity 5,000.00 - 5,000.00
Net increase in cash and cash equivalent 6,221.50 - 6,221.50
Cash and cash cquivalent as at 1 April 2017 74.21 - 74.21
Cash and cash equivalent as at 31 March 2018 6,295.71 - 6,295.71

¥I'he previous GAAP figures have been teclassified to confirm to Ind AS presentation requirements i.c. basis Division 111 of Schedule 11 for the purposc of this note. After

reclassification, cffect has been given for transition adjustments.

Notes to first time adoption

Security deposits paid

Under previous GAAP, sccurity deposits were initially recognized at transaction price. Subsequently, finance income was recognized bascd on contractual terms, if any. Under Ind AS,
such sceurity deposits are initially recognized at fair value and subsequently caeried at amortised cost determined using the cffective interest rate. Any difference between transaction
price and fair value is recognised in statement of profit and loss unless it quantifics for recognition as some other type of assct.

Tax impact on adjustments
Retained carnings and statement of profit and loss has been adjusted consequent to the Ind AS transition adjustments with corresponding impact to deferred tax, wherever applicable.

lior Walker Chandiok & Co LLP For and on behalf of the board of directors
Chartered Accountants Indiabulls Asset Reconstruction Company Limited

liirm Registration No. 001076N/N500013

Sudhir N. Pillai Ajit Kumar Mittal Amit Ajit Gandhi Kiran Shingwekar
Partner Dircctor Whole time Director Chief lixecutive Officer
Membership No.: 105782 DIN: 02698115 1IN: 07606699

Place : Mumbai Keyur Morparia Gaurav Khetrapal

Date : 25 April 2019 Chicf l'inancial Officer Company Sccretary

Mcmbership No. : 52774
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Cotporate Information

Indiabulls Asset Reconstruction Company Limited (‘the Company’) was incorporated on 2 November 2006 with
the object of engaging in the business of asset reconstruction. The Company has been granted certificate of
registration from Reserve Bank of India (RBI) on 19 May 2017 to commence the business of securitisation or asset
reconstruction under section 3 of the Securitisation and Reconstruction of Financial Assets and FEnforcement of
Security Interest Act, 2002 ("SARFAESI Act"). The Company is domiciled in India and its registered office is
situated at Indiabulls Finance Centre, Tower-1, 9% Floor, Senapati Bapat Marg, Elphinstone Road, Mumbai,
Maharashtra 400 013.

Basis of preparation
(i) Statement of compliance with Indian Accounting Standards (Ind AS)

These financial statements (“the Financial Statements”) have been prepared in accordance with the Indian
Accounting Standards (‘Ind AS’) as notified by Ministry of Corporate Affairs (‘MCA’) under Section 133 of the
Companies Act, 2013 (“Act’) read with the Companies (Indian Accounting Standards) Rules, 2015, as amended and
other relevant provisions of the Act. The Company has uniformly applied the accounting policies for all the periods
presented in these financial statements.

The financial statements for the year ended 31 Match 2019 are the first financial statements which has been
prepared in accotdance with Ind AS and other applicable guidelines issued by the Reserve Bank of India ('RBD).

The financial statements upto and for the year ended 31 March 2018 were prepared in accordance with the
accounting standard notified under Section 133 of the Act, read together with paragraph 7 of the Companies
(Accounts) Rules, 2014 (Previous GAAP) and other applicable guidelines issued by the RBI, which have been
adjusted for the differences in the accounting principles adopted by the Company on transition to Ind AS.

As these are the Company’s first financial statements prepared in accordance with Ind AS an explanation of how
the transition to Ind AS has affected the previously reported financial position, financial performance and cash
flows of the Company is provided in Note 38.

The financial statements for the year ended 31 March 2019 were authorized and approved for issue by the Board of
Directors on 25 April 2019.

(ii) Historical cost convention

The financial statements have been prepared on going concern basis in accordance with accounting principles
generally accepted in India. Further, the financial statements have been prepared on historical cost basis except for
certain financial assets and financial liabilities and share based payments which are measured at fair values as
explained in relevant accounting policies.
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Summary of significant accounting policies

The financial statements have been prepared using the significant accounting policies and measurement basis
summatised as below. These policies are applied consistently for all the periods presented in the financial
statements, except whete the Company has applied certain accounting policies and exemptions upon transition to
Ind AS.

Property, plant and equipment

Recognition and initial measurement

Propetty, plant and equipment are stated at their cost of acquisition. The cost comprises purchase price, borrowing
cost if capitalization criteria are met and directly attributable cost of bringing the asset to its working condition for
the intended use. Any trade discount and rebates are deducted in arriving at the purchase price.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
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. All other repair and maintenance costs are recognised in statement of profit and
loss.

Subsequent measurement (depreciation method, useful lives and residual value)

Propetty, plant and equipment are subsequently measured at cost less accumulated depreciation and impairment
losses. Depteciation on property, plant and equipment is provided on the straight-line method over the useful life of
the assets as prescribed under Schedule IT of the Companies Act, 2013.

The useful life of the assets is as follows:

Asset class Useful life
Computer equipment 3 years
Office equipment 5 years
Furniture and fixtures 10 years

Depreciation is calculated on pro rata basis from the date on which the asset is ready for use ot till the date the asset
1s sold or disposed.

‘The residual values, useful lives and method of depreciation ate reviewed at the end of each financial year.

De-recognition

An item of property, plant and equipment and any significant part initially recognised is derecognised 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 recognized in the statement of profit and loss, when the asset is derecognised.

Transition to Ind AS
The Company has elected to measute all its property, plant and equipment at the previous GAAP carrying amount
as its deemed cost on the date of transition of Ind AS i.e. 1 April 2017.
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Revenue recognition

Interest income on loans
Interest income on loans (including processing fee) is recorded on accrual basis using the effective interest rate
(EIR) method.

Interest on bank deposits
Interest income on bank deposits is tecotded on accrual basis using the effective interest rate (EIR) method.

Management and other fees
Management and othet fee are recognised as revenue on accrual basis based on contractual arrangement, when
there is no uncertainty in the ultimate realisation/collection.

Incentive fees
Incentive fee is recognised as revenue on accrual basis based on contractual arrangement, when there is no
uncertainty in the ultimate realisation/collection.

Dividend income
Dividend income is recognised at the time when the right to receive is established by the reporting date.

Bortowing costs

Borrowing costs that are directly attributable to the acquisition and/or construction of a qualifying asset, till the
time such qualifying assets become ready for its intended use sale, are capitalised. Borrowing costs consists of
interest and other cost that the Company incurred in connection with the borrowing of funds. A qualifying asset is
one that necessarily takes substantial period of time to get ready for its intended use. All other borrowing costs are
charged to the Statement of Profit and Loss as incurred basis the effective interest rate method.

Taxation

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.

Current tax comprises the tax payable ot receivable on taxable income or loss for the year and any adjustment to the
tax payable or receivable in respect of previous years. Current tax is computed in accordance with relevant tax
regulations. The amount of cutrent tax payable or receivable is the best estimate of the tax amount expected to be
paid or received after considering uncertainty related to income taxes, if any. Current tax relating to items
recognised outside profit ot loss is recognised outside profit or loss (either in other comprehensive income or in

equity).

Current tax assets and liabilities are offset only if there is a legally enforceable right to set off the recognised
amounts, and it is intended to realise the asset and settle the liability on a net basis or simultaneously.

Deferred tax is recognised in respect of temporary differences between carrying amount of assets and liabilities for
financial reporting purposes and cotresponding amount used for taxation purposes. Deferred tax assets are
recognised on unused tax loss, unused tax credits and deductible temporary differences to the extent it is probable
that the future taxable profits will be available against which they can be used. This is assessed based on the
Company’s forecast of future operating results, adjusted for significant non-taxable income and expenses and
specific limits on the use of any unused tax loss. 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.
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Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset
is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted
at the reporting date. The measurement of deferred tax reflects the tax consequences that would follow from the
mannet in which the Company expects, at the reporting date to recover or settle the carrying amount of its assets
and liabilities. Deferred tax assets and liabilities are offset only if there is a legally enforceable right to set off the
recognised amounts, and it is intended to realise the asset and settle the liability on a net basis or simultaneously.
Deferred tax relating to items recognised outside statement of profit and loss is recognised outside statement of
profit or loss (either in other comprehensive income or in equity).

Employee benefits

Short-term employee benefits
Shott-term employee benefits comprise of employee costs such as salaries, bonus etc. is recognized on the basis of
the amount paid or payable for the period during which services are rendered by the employee.

Other long-term employee benefits

The Company also provides the benefit of compensated absences to its employees which are in the nature of long-
term employee benefit plan. Liability in respect of compensated absences becoming due and expected to availed
after one year from the balance sheet date is estimated in the basis of an actuarial valuation performed by an
independent actuaty using the projected unit credit method as on the reporting date. Actuarial gains and losses
arising from past experience and changes in actuarial assumptions are charged to Statement of Profit and Loss in
the year in which such gains or losses are determined.

Post-employment benefit plans are classified into defined benefits plans and defined contribution plans as
under:

Defined contribution plans

The Company has a defined conttibution plans namely provident fund, pension fund and employees state insurance
scheme. The contribution made by the Company in respect of these plans are charged to the Statement of Profit
and Loss.

Defined benefit plans

The Cornpany has unfunded gratuity as defined benefit plan where the amount that an employee will receive on
retirement is defined by refetence to the employee’s length of service and final salary. The liability recognised in “the
balance sheet for defined benefit plans is the present value of the defined benefit obligation (DBO) at the reporting
date. Management estimates the DBO annually with the assistance of independent actuaties. Actuatial gains/losses
resulting from re-measurements of the liability are included in other comprehensive income.

Impairment of non-financial assets

At each reporting date, the Company assesses whether there is any indication that an asset may be impaired. If any
such indication exists, the Company estimates the tecoverable amount of the asset. Recoverable amount is higher of
an asset’s net selling price and its value in use. If such tecoverable amount of the asset or the recoverable amount of
the cash generating unit to which the asset belongs is less than its carrying amount, the carrying amount is reduced
to its recoverable amount. The reduction is treated as an impairment loss and is recognised in the Statement of
Profit and Loss. If at the reporting date there is an indication that if a previously assessed impairment loss no longer
exists, the recoverable amount is reassessed and the asset is reflected at the recoverable amount.
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Impairment of financial assets

Loan assets
The Company follows a ‘three-stage’ model for impairment based on changes in credit quality since initial
recognition as summarised below:

e Stage 1 (1-30 days past due) includes loan assets that have not had a significant increase in credit risk since
initial recognition ot that have low credit risk at the reporting date.

e Stage 2 (31-60 days past due) includes loan assets that have had a significant increase in credit risk since initial
recognition but that do not have objective evidence of impairment.

® Stage 3 (more than 90 days past due) includes loan assets that have objective evidence of impairment at the
reporting date.

The Expected Credit Loss (IXCL) is measured at 12-month ECL for Stage 1 loan assets and at lifetime ECL for
Stage 2 and Stage 3 loan assets. ECL is the product of the Probability of Default, Exposure at Default and Loss
Given Default, defined as follows:

Probability of Default (PD) - The PD represents the likelihood of a borrower defaulting on its financial obligation
(as per “Definition of default and credit-impaired” above), either over the next 12 months (12 months PD), ot over
the remaining lifetime (Lifetime PD) of the obligation.

Loss Given Default (LGD) — LGD represents the Company’s expectation of the extent of loss on a defaulted
exposure. LGD varies by type of countetparty, type and preference of claim and availability of collateral or other
credit support.

Exposute at Default (EAD) — EAD is based on the amounts the Company expects to be owed at the time of
default. For a revolving commitment, the Company includes the current drawn balance plus any further amount
that is expected to be drawn up to the cutrent contractual limit by the time of default, should it occur.

Forward-looking economic information (including management overlay) is included in determining the 12-month
and lifetime PD, EAD and LGD. The assumptions underlying the expected credit loss are monitored and reviewed
on an ongoing basis.

Other financial assets

In respect of its other financial assets, the Company assesses if the credit risk on those financial assets has increased
significantly since initial recognition. If the credit tisk has not increased significantly since initial recognition, the
Company measutes the loss allowance at an amount equal to 12-month expected credit losses, else at an amount
equal to the lifetime expected credit losses.

When making this assessment, the Company uses the change in the risk of a default occurring over the expected life
of the financial asset. T'o make that assessment, the Company compares the risk of a default occurring on the
financial asset as at the balance sheet date with the tisk of a default occurring on the financial asset as at the date of
initial recognition and considers reasonable and supportable information, that is available without undue cost or
effort, that is indicative of significant increases in credit risk since initial recognition. The Company assumes that the
credit risk on a financial asset has not increased significantly since initial recognition if the financial asset is
determined to have low credit risk at the balance sheet date.

Write-offs

Financial assets are written off either partially or in their entirety to the extent that there is no realistic prospect of
recovety. Any subsequent recoveries are credited to impairment on financial instrument on statement of profit and
loss.
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Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, demand deposits and short-term highly liquid investments
(certificate of deposits) that are readily convertible into known amount of cash and which are subject to an
insignificant tisk of changes in value. For cash flow statement purposes, cash and cash equivalents includes bank
overdrafts that are repayable on demand and form an integral part of the Company’s cash management.

Investment in security receipts of Asset Reconstruction (AR) trusts

Investments representing controlling interest in AR Trusts are measured at cost in accordance with Ind AS 27
‘Separate Financial Statements’.

Provisions, contingent assets and contingent liabilities

Provisions are recognized only when there is a present obligation, as a result of past events, and when a reliable
estimate of the amount of obligation can be made at the reporting date. These estimates are reviewed at each
reporting date and adjusted to reflect the current best estimates. Provisions are discounted to their present values,
where the time value of money is material.

Contingent liability is disclosed for:

® DPossible obligations which will be confirmed only by future events not wholly within the control of the
Company or

e DPresent obligations arising from past events where it is not probable that an outflow of resources will be
requited to settle the obligation or a reliable estimate of the amount of the obligation cannot be made.

Contingent assets are neither recognised nor disclosed except when realisation of income is virtually certain, related
asset is disclosed.

Operating leases

Leases in which the lessor does not transfer substantially all the risks and rewards of ownership of an asset to the
lessee are classified as opetating leases. Lease rental are charged to statement of profit and loss on straight line basis
except where scheduled increase in rent compensates the lessot for expected inflationary costs.

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.

Initial recognition and measurement

Financial assets and financial liabilities ate recognised when the Company becomes a party to the contractual
provisions of the financial instrument and are measured initially at fair value adjusted for transaction costs.
Subsequent measurement of financial assets and financial liabilities 1s described below.
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Non-derivative financial assets
Subsequent measurement

i. Financial assets catried at amotrtised cost — a financial asset is measured at the amortised cost if both the
following conditions are met:

e The asset is held within a business model whose objective is to hold assets for collecting contractual cash
flows, and

e Contractual terms of the asset give rise on specified dates to cash flows that are solely payments of
principal and interest (SPPI) on the principal amount outstanding.

After initial measurement, such financial assets are subsequently measured at amortised cost using the effective
interest rate (EIR) method. Amortised 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 amortisation is included in interest
income in the Statement of Profit and Loss.

ii. Investments in security receipts — Investments in security receipts where the Company holds non-
controlling interest are classified as at fair value through profit or loss (FVTPL).

iii.  Investments in mutual funds — Investments in mutual funds are measured at fair value through profit and
loss (FVIPL).

De-recognition of financial assets

Financial assets (or where applicable, a part of financial asset or part of a group of similar financial assets) are
derecognised (i.e. removed from the Company’s balance sheet) when the contractual rights to receive the cash flows
from the financial asset have expired, or when the financial asset and substantially all the risks and rewards are
transferred. Furthet, if the Company has not retained control, it shall also derecognise the financial asset and .
recognise separately as assets or liabilities any rights and obligations created or retained in the transfer.

Non-derivative financial liabilities

Subsequent measurement
Subsequent to initial recognition, all non-derivative financial liabilities are measured at amortised cost using the
effective interest method.

De-recognition of financial liabilities

A financial liability is de-recognised when the obligation under the liability is discharged or cancelled or expired.
When 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 the de-
recognition of the original liability and the recognition of a new liability. The difference in the respective carrying
amounts is tecognised in the Statement of Profit and Loss.

Convertible debentures

Convertible debentures ate separated into liability and equity components basis the terms of the contract. On
issuance of the convertible debentures, the fair value of the liability component is determined using a market rate
for an equivalent non-convertible instrument. This amount is classified as financial liability measured at amortised
cost until it is extinguished on conversion. The remainder of the proceeds is recognised in equity since conversion
option meets the fixed for fixed criteria.
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Offsetting of financial insttuments

Financial assets and financial liabilities are offset and the net amount is reported in the balance sheet if there is a
currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net basis, to
realise the assets and settle the liabilities simultaneously.

Earnings per shate

Basic earnings per share is calculated by dividing the net profit or loss for the period attributable to equity
shareholders (after deducting attributable taxes) by the weighted average number of equity shares outstanding
during the period. The weighted average number of equity shares outstanding during the period is adjusted for
events including a bonus issue.

For the purpose of calculating diluted earnings per share, the net profit or loss (interest and other finance cost
associated) for the period attributable to equity shareholders and the weighted average number of shares
outstanding during the period are adjusted for the effects of all dilutive potential equity shares.

Foreign currency

Functional and presentation currency

Items included in the financial statement of the Company are measured using the currency of the primaty economic
environment in which the entity operates (‘the functional currency’). The financial statements have been prepared
and presented in Indian Rupees, which is the Company’s functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency, by applying the exchange rates on the
foreign cutrency amounts at the date of the transaction. Foreign currency monetary items outstanding at the balance
sheet date are converted to functional currency using the closing rate. Non-monetary items denominated in a
foteign cutrency which are carried at historical cost are reported using the exchange rate at the date of the
transactton.

Exchange differences arising on monetary items on settlement, or restatement as at reporting date, at rates different
from those at which they wete initially recorded, are recognized in the Statement of Profit and Loss in the year in

which they arise.
Significant management judgement in applying accounting policies and estimation uncertainty

The preparation of the Company’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the related
disclosures. Actual results may differ from these estimates.

Significant management judgements

Recognition of defetred tax assets — The extent to which deferred tax assets can be recognized is based on an
assessment of the probability of the future taxable income against which the deferred tax assets can be utilized.

Evaluation of indicatots for impairment of assets — The evaluation of applicability of indicators of impairment
of assets requites assessment of several external and internal factors which could result in deterioration of

recoverable amount of the assets.
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Expected credit loss (‘ECL’) — The measurement of expected credit loss allowance for financial assets measured
at amortised cost requires use of complex models and significant assumptions about futute economic conditions
and credit behaviour (e.g. likelihood of customers defaulting and resulting losses). The Company makes significant
judgements with regard to the following while assessing expected credit loss:

e Determining ctiteria for significant increase in credit risk;

e [istablishing the number and relative weightings of forward-looking scenarios for each type of
product/matket and the associated ECL; and

e Tistablishing groups of similar financial assets for the purposes of measuring ECL.

Provisions — At each balance sheet date basis the management judgment, changes in facts and legal aspects, the
Company assesses the requirement of provisions against the outstanding contingent liabilities. However, the actual
futute outcome may be different from this judgement.

Significant estimates

Useful lives of depreciable assets — Management reviews its estimate of the useful lives of depreciable assets at
each reporting date, based on the expected utility of the assets. Uncertainties in these estimates relate to technical
and economic obsolescence that may change the utility of assets.

Defined benefit obligation (DBO) — Management’s estimate of the DBO is based on a number of underlying
assumptions such as standard rates of inflation, mortality, discount rate and anticipation of future salary increases.
Variation in these assumptions may significantly impact the DBO amount and the annual defined benefit expenses.

Fair value measurements — Management applies valuation techniques to determine the fair value of financial
instruments (where active market quotes are not available). This involves developing estimates and assumptions
consistent with how matket participants would price the instrument.

Standards issued but not yet effective
Ind AS 116 ‘Leases’

On 30 March 2019, Ministry of Corporate Affairs (MCA’) has clarified that Ind AS 116 is effective for annual
petiods beginning on or after 1 April 2019 and it replaces Ind AS 17 Leases, including appendices thereto. Ind AS
116 sets out the principles for the recognition, measurement, presentation and disclosure of leases and requires
lessees to account for all leases under a single on-balance sheet model similar to the accounting for finance leases
under Ind AS 17. The standard includes two tecognition exemptions for lessees - leases of lTow-value' assets and
short-term leases (i.e., leases with a lease term of 12 months or less). At the commencement date of a lease, a lessee
will recognise a liability to make lease payments (i.e., the lease liability) and an asset representing the right to use the
undetlying asset duting the lease term (i.e., the right-of-use asset). Lessees will be required to separately recognise
the interest expense on the lease liability and the depreciation expense on the right-of-use asset. The Company is
evaluating the requitements of the amendment and the effect on the financial statements is being evaluated.

Amendment to Ind AS 12, Income taxes

On 30 March 2019, Ministty of Corporate Affairs ("MCA") has notifted Appendix C to Ind-AS 12 Income taxes —
“Uncertainty over Income Tax Treatments”. The amendment to Ind AS 12 requires the entities to consider
recognition and measurement tequirements when there is uncertainty over income tax treatments. In such a
circumstance, an entity shall recognise and measure its current or deferred tax asset or liability accordingly. The
effective date of amendment is 1 April 2019. Further, there has been amendments in relevant paragraphs in Ind-AS
12 "Income Taxes" which clarifies that an entity shall recognize the income tax consequences of dividends in profit
ot loss, other comprehensive income or equity according to where the entity originally recognized those past
transactions ot events in accordance with Ind-AS 109. The Company is evaluating the requirements of the
amendments and their impact on the financial statements.
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Amendment to Ind AS 19, Employee benefits

On 30 March 2019, Ministry of Corporate Affairs ("MCA") has issued an amendment to Ind AS 19 which requires
the entities to determine cutrent service cost using actuarial assumptions and net interest using discount rate
determined at the start of the annual reporting period. However, if an entity re-measures the net defined benefit
liability (asset) as per the requirement of the standard, it shall determine current setvice cost and net interest for the
remainder of the annual reporting period after the plan amendment, curtailment or settlement using the actuarial
assumptions used to re-measure the net defined benefit liability (asset). The effective date of amendment is 1 April
2019. The Company is evaluating the requirements of the amendments and their impact on the financial statements.

Amendment to Ind AS 109, Financial instruments

On 30 March 2019, Ministty of Cotporate Affairs ("MCA") issued an amendment to Ind-AS 109 in respect of
prepayment features with negative compensation, which amends the existing requirements in Ind-AS 109 regarding
termination rights in order to allow measurement at amortized cost (or, depending on the business model, at fait
value through other comprehensive income) even in the case of negative compensation payments. This amendment
is effective for annual periods beginning on or after 1 April 2019. The Company is evaluating the requirements of
the amendments and their impact on the financial statements.
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