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Notes forming part of the financial statements

1. Corporate information and significant accounting policies:

a.

b.

Corporate information:

Cyient Solutions and Systems Private Limited (‘CSSPL’ or ‘the Company’) is engaged in the business
of manufacturing, assembling, integrating, testing and sale of unmanned aerial systems. CSSPL is
incorporated as a private limited Company in India on April 19, 2017. As at March 31, 2018, Cyient
Limited (“Holding Company”) owns 100 % shares in the Company.

On April 11, 2018, Cyient Limited entered into a share purchase agreement with Bluebird Aero
Systems Limited (“Bluebird”), wherein Bluebird acquired 49% shareholding in CSSPL.

The Holding Company's shares are listed on the BSE Limited and National Stock Exchange of India
Limited.

The registered office of the Company is located at Plot No. 2, IT Park Nanakramguda, Gachibowli
Hyderabad, Telangana, INDIA — 500032.

The financial statements were authorised for issue in accordance with a resolution of the directors
on May 7, 2020.

Significant accounting policies

Statement of compliance:

The financial statements of the Company have been prepared in accordance with Indian
Accounting Standards (Ind AS) notified under the Companies (Indian Accounting Standards) Rules,
2015 (as amended from time to time) and presentation requirements of Division Il of Schedule IlI
to the Companies Act, 2013, (Ind AS compliant Schedule IlI).

Basis of preparation and presentation:

The financial statements have been prepared on the historical cost basis except for certain
financial instruments that are measured at fair values at the end of each reporting period. The
financial statements are presented in INR.

Current versus non-current classification:
The Company presents assets and liabilities in the balance sheet based on current/ non-current
classification. An asset is treated as current when it is:

e Expected to be realised or intended to be sold or consumed in normal operating cycle.

o Held primarily for the purpose of trading

e Expected to be realised within twelve months after the reporting period, or

e (Cash or cash equivalent unless restricted from being exchanged or used to settle a liability

for at least twelve months after the reporting period

All other assets are classified as non-current.



Cyient Solutions and Systems Private Limited
CIN: U72501TG2017PTC116600
Notes forming part of the financial statements

A liability is current when:

e Itis expected to be settled in normal operating cycle

e |tis held primarily for the purpose of trading

e |tis due to be settled within twelve months after the reporting period, or

o There is no unconditional right to defer the settlement of the liability for at least twelve

months after the reporting period.

The Company classifies all other liabilities as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities.

The operating cycle is the time between the acquisition of assets for processing and their realisation
in cash and cash equivalents. The Company has identified twelve months as its operating cycle.

iv.

Use of estimates:

The preparation of the financial statements in conformity with Ind AS requires the management
to make estimates and assumptions considered in the reported amounts of assets and liabilities
and disclosures relating to contingent liabilities as at the date of the financial statements and the
reported amounts of income and expenditure for the periods presented. The management
believes that the estimates used in preparation of the financial statements are prudent and
reasonable.

Future results could differ from these estimates — estimates and underlying assumptions are
reviewed on an ongoing basis. The effects of changes in accounting estimates are reflected in the
financial statements in the period in which results are known and, if material, are disclosed in the
financial statements.

Significant areas of estimation uncertainty and critical judgments in applying accounting policies
that have the most significant effect on the amounts recognised in the financial statements such
as:

o Useful lives of property, plant and equipment and intangible assets

e Impairment assessment Intangible assets under development

The Company has considered the possible effects that may result from the pandemic relating to
COVID-19 on the carrying amounts of receivables and intangible assets. In developing the
assumptions relating to the possible future uncertainties in the global economic conditions
because of this pandemic, the Company, as at the date of approval of these financial statements,
has used internal and external sources of information including credit reports and related
information, economic forecasts and consensus estimates from market sources on the expected
future performance of the Company. The Company has performed sensitivity analysis on the
assumptions used and, based on the current estimates, expects the carrying amount of these
asset will be recovered. The impact of COVID-19 on the Company’s financial statements may differ
from that estimated as at the date of approval of these financial statements.
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vi.

vii.

Foreign currency translation

Functional and presentation currency
The financial statements are presented in Indian rupees, which is the functional and presentation
currency of the Company.

Transactions and translations

In preparing the financial statements of the Company, transactions in currencies other than the
entity’s functional currency (foreign currencies) are recognised at the rates of exchange prevailing
at the dates of the transactions. Foreign-currency denominated monetary assets and liabilities
are translated at the exchange rate prevailing on the balance sheet date. Exchange gains and
losses arising on settlement and restatement are recognised in the statement of profit and loss.
Non-monetary assets and non-monetary liabilities denominated in a foreign currency and
measured at fair value are translated at the exchange rate prevalent at the date when the fair
value was determined. Non-monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Transaction gains or losses realised upon settlement of foreign currency transactions are included
in determining net profit for the period in which the transaction is settled.

Property, plant and equipment

Property, plant and equipment are stated at cost, less accumulated depreciation and impairment,
if any. Costs directly attributable to the acquisition are capitalised until the property, plant and
equipment are ready for use, as intended by management.

The Company depreciates property, plant and equipment over their estimated useful lives using
the straight-line method as per the useful life prescribed in Schedule Il to the Companies Act,
2013.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or loss
arising on the disposal or retirement of an item of property, plant and equipment is determined
as the difference between the sales proceeds and the carrying amount of the asset and is
recognised in other income of the statement of profit and loss.

The residual values, useful lives and methods of depreciation of property, plant and equipment
are reviewed at each financial year end and adjusted prospectively, if appropriate.
Intangible assets

Intangible assets are stated at cost less accumulated amortization and impairment.
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viii.

An intangible asset is de-recognised on disposal, or when no future economic benefits are
expected from use. Gains or losses arising from de-recognition of an intangible asset, measured
as the difference between the net disposal proceeds and the carrying amount of the asset, are
recognised in ‘other income’ of statement of profit and loss when the asset is de-recognised.

Expenditure incurred towards development eligible for capitalization are carried as intangible
assets under development where such assets are not yet ready for their intended use.

Amortisation methods and useful lives are reviewed periodically at each financial year end.

Research and development costs

Research costs are expensed as incurred. Development costs are expensed as incurred unless
technical and commercial feasibility of the project is demonstrated, future economic benefits are
probable, availability of resources to complete the asset is established, the Company has intention
and ability to complete and use the asset and the costs are reliably measured, in which case such
expenditure is capitalised. The amount capitalised comprises expenditure that can be directly
attributed or allocated on a reasonable and consistent basis for creating, producing and making
the asset ready for its intended use.

Amortization and impairment of development cost

Following initial recognition of the development expenditure as an asset, the asset is carried at
cost less any accumulated amortisation and accumulated impairment losses. Amortisation of the
asset begins when development is complete and the asset is available for use. It is amortised over
the period of expected future benefit. Amortisation expense is recognised in the statement of
profit and loss unless such expenditure forms part of carrying value of another asset.

During the period of development, the asset is tested for impairment annually.
Income taxes:

The income tax expense or credit for the period is the tax payable on the current period's taxable
income based on the applicable income tax rate adjusted by changes in deferred tax assets and
liabilities attributable to temporary differences and to unused tax losses.

Current and deferred tax is recognised in Statement of profit and loss, except to the extent that
it relates to items recognised in other comprehensive income or directly in equity. In this case,
the tax is also recognised in other comprehensive income or equity, respectively.

The current income tax and deferred income tax is calculated on the basis of the tax laws enacted
or substantively enacted at the end of the reporting period where the Company operates and
generate taxable income.
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Deferred income tax is provided in full, using the balance sheet method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the financial
statements.

Deferred tax assets are recognised for all deductible temporary differences and unused tax losses
only if it is probable that future taxable amounts will be available to utilise those temporary
differences and losses.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets and liabilities and when the deferred tax balances relate to the same taxation
authority. Current tax assets and tax liabilities are offset where the entity has a legally enforceable
right to offset and intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously.

Cash and cash equivalents:

Cash comprises cash on hand, in bank and demand deposits with banks. The Company considers
all highly liquid financial instruments, which are readily convertible into cash and have original
maturities of three months or less from the date of purchase, to be cash equivalents. Such cash
equivalents are subject to insignificant risk of changes in value.

Cash flows are reported using indirect method, whereby profit / (loss) after tax is adjusted for the
effects of transaction of non- cash nature and any deferrals or accruals of past or future cash
receipts or payments. The cash flows from operating, investing and financing activities of the
Company are segregated based on the available information.

Provisions and contingent liabilities:

Provisions are recognised when the Company has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources will be required to settle the
obligation and the amount can be reliably estimated.

Provisions are measured at the present value of management’s best estimate of the consideration
required to settle the present obligation at the end of the reporting period. The discount rate
used to determine the present value is a pre-tax rate that reflects current market assessments of
the time value of money and the risks specific to the liability. The increase in the provision due to
the passage of time is recognised as interest expense. Provisions are not recognised for future
operating losses.

Provisions for onerous contracts are recognised when the expected benefits to be desired by the
company from a contract are lower than unavoidable costs of meeting to future obligations under
the contract and are measured at the present value of lower than expected net cost of fulfilling
the contract and expected cost of terminating the contract.
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Xi.

Xii.

Contingencies:
Contingent liabilities are not recognised in the financial statements. A contingent asset is neither
recognised nor disclosed in the financial statements.

Revenue from contract with customer

Revenue from contract with customers is recognised when control of the goods or services are
transferred to the customer at an amount that reflects the consideration to which the Company
expects to be entitled in exchange for those goods or services.

Sale of products

Revenue from sale of products is recognised at the point in time when control of the asset is
transferred to the customer, generally on delivery of the products.

Revenue from contract with customers is recognised by applying revenue recognition criteria
specified in Ind AS 115 for each distinct performance obligation. The arrangement with customer
specify services to be rendered which meet criteria of performance obligations. For allocation,
transaction price, the Company measures the revenue in respect of each performance obligation
of a contract at its relative standalone selling price.

Contract modifications are accounted for when additions, deletions or changes are approved
either to the contract scope or contract price. The accounting for modifications of contracts
involves assessing whether the services added to an existing contract are distinct and whether
the pricing is at the standalone selling price. Services that are not distinct are accounted for on a
cumulative catchup basis, while those that are distinct are accounted for prospective, either as a
separate contract, if the additional services are priced at the standalone selling price, or as a
termination of existing contract and creation of a new contract if not priced at the standalone
selling price.

The Company accounts for volume discounts and pricing incentives to customers as a reduction
of revenue based on the ratable allocation of discounts/incentives to each of the underlying
performance obligation that corresponds to the progress by the customer towards earning the
discount/incentive.

The Company presents revenues net of indirect taxes in the consolidated statement of profit and
loss.

Earnings per share:

The Company presents basic and diluted earnings per share (“EPS”) data for its ordinary shares.
Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the
Company by the weighted average number of ordinary shares outstanding.
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xiii.

Xiv.

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and
the weighted average number of ordinary shares outstanding for the effects of all dilutive
potential ordinary shares.

Inventories

Inventories are stated at lower of cost and net realisable value. Cost comprises expenditure
incurred in the normal course of business in bringing such inventories to its present location and
condition and includes, where applicable, appropriate overheads based on normal level of
activity. Net realisable value is the estimated selling price less estimated costs for completion and
sale.

Obsolete, slow moving and defective inventories are identified from time to time and, where
necessary, a provision is made for such inventories.

Financial instruments:

(A) Initial recognition:

Financial assets and financial liabilities are recognised when a Company becomes a party to
the contractual provisions of the instruments. Financial assets and financial liabilities are
initially measured at fair value and subsequently measured at amortised cost, fair value
through other comprehensive income and fair value through profit or loss. Transaction costs
that are directly attributable to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities at fair value through profit or
loss) are added to or deducted from the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or liabilities at fair value through profit or loss are recognised
immediately in statement of profit and loss.

(B) Subsequent measurement:

a. Non-derivative financial instruments:

i)  Financial assets carried at amortised cost: A financial asset is subsequently measured at
amortised cost if it is held within a business model whose objective is to hold the asset in
order to collect contractual cash flows and the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

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

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt
instrument and of allocating interest income over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash receipts (including all fees and
points paid or received that form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the net carrying amount on initial recognition.

Income is recognised on an effective interest basis for debt instruments other than those
financial assets classified as at FVTPL. Interest income is recognised in statement profit or loss

and is included in the "Other income".

De-recognition of financial assets and liabilities:

Financial assets:

The Company derecognises a financial asset when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially all the risks
and rewards of ownership of the asset to another party. If the Company retains substantially
all the risks and rewards of ownership of a transferred financial asset, the Company continues
to recognise the financial asset and also recognises a collateralized borrowing for the
proceeds received.

On de-recognition of a financial asset in its entirety, the difference between the asset's
carrying amount and the sum of the consideration received and receivable and the cumulative
gain or loss that had been recognised in other comprehensive income and accumulated in
equity is recognised in statement of profit or loss if such gain or loss would have otherwise
been recognised in profit or loss on disposal of that financial asset.

Financial liabilities:

The Company derecognises financial liabilities when, and only when, the Company’s
obligations are discharged, cancelled or have expired. The difference between the carrying
amount of the financial liability derecognised and the consideration paid and payable is
recognised in statement of profit or loss.

(D) Foreign exchange gains and losses:

e For foreign currency denominated financial assets measured at amortised cost, the
exchange differences are recognised in statement of profit or loss.

e For financial liabilities that are denominated in a foreign currency and are measured at
amortised cost at the end of each reporting period, the foreign exchange gains and losses



Cyient Solutions and Systems Private Limited
CIN: U72501TG2017PTC116600
Notes forming part of the financial statements

XV.

XVi.

are determined based on the amortised cost of the instruments and are recognised in the
statement of profit and loss.

e The fair value of financial liabilities denominated in a foreign currency is determined in
that foreign currency and translated at the spot rate at the end of the reporting period.

Determination of fair values:

In determining the fair value of its financial instruments, the Company uses a variety of methods
and assumptions that are based on market conditions and risks existing at each reporting date.
The methods used to determine fair value include discounted cash flow analysis, available quoted
market prices and dealer quotes. All methods of assessing fair value result in general
approximation of value, and such value may never actually be realized.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date, regardless of whether
that price is directly observable or estimated using another valuation technique. In estimating the
fair value of an asset or a liability, the Company takes into account the characteristics of asset or
liability of market participants when pricing the asset or liability at the measurement date.

Impairment of assets
Financial assets

The Company recognises loss allowances using the expected credit loss (ECL) model for the
financial assets which are not fair valued through profit and loss. Loss allowance for trade
receivables with no significant financing component is measured at an amount equal to lifetime
ECL. For all other financial assets, expected credit losses are measured at an amount equal to the
12-month ECL, unless there has been a significant increase in credit risk from initial recognition
in which case those are measured at lifetime ECL. The amount of expected credit losses (or
reversal) that is required to adjust the loss allowance at the reporting date to the amount that is
required to be recognised as an impairment gain or loss in statement of profit and loss.

For trade receivables, the Company applies the simplified approach permitted by Ind AS 109
Financial Instruments, which requires expected lifetime losses to be recognised from initial
recognition of the receivables. As a practical expedient, the Company uses a provision matrix to
determine impairment loss of its trade receivables. The provision matrix is based on its
historically observed default rates over the expected life of the trade receivable and is adjusted
for forward looking estimates. The ECL loss allowance (or reversal) during the year is recognised
in the statement of profit and loss.
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b. Non-financial assets

Property, plant and equipment, Intangible assets and intangible assets under development are
evaluated for recoverability whenever events or changes in circumstances indicate that their
carrying amounts may not be recoverable. For the purpose of impairment testing, the recoverable
amount (i.e. the higher of the fair value less cost to sell and the value-in-use) is determined on an
individual asset basis unless the asset does not generate cash flows that are largely independent
of those from other assets. In such cases, the recoverable amount is determined for the CGU to
which the asset belongs. Intangible assets under development are tested for impairment annually.
The Company bases its impairment calculation on detailed budgets and forecast calculations,
which are prepared separately for each of the CGUs to which the individual assets are allocated.

If such assets are considered to be impaired, the impairment to be recognised in the statement
of profit and loss is measured by the amount by which the carrying value of the assets exceeds
the estimated recoverable amount of the asset. An impairment loss is reversed in the statement
of profit and loss if there has been a change in the estimates used to determine the recoverable
amount. The carrying amount of the asset is increased to its revised recoverable amount,
provided that this amount does not exceed the carrying amount that would have been
determined (net of any accumulated amortisation or depreciation) had no impairment loss been
recognised for the asset in prior years



