S.R. BATLIBOI & ASSOCIATES LLP

Chartered Accountants Survey Mo, 83/1, Raidurgam
Hyderabad - 500 032, India
INDEPENDENT AUDITOR’S REPORT Tel 1491 406141 6000

To the Board of Directors of Cyient Limited
Report on Special Purpose Consolidated Financial Statements
Opinion

We have audited the accompanying special purpose consolidated financial statements of Cyient
Inc., USA (hereinafter referred to as the *“Company’) and its subsidiaries (the Company and its
subsidiaries together referred to as the ‘Group’), which comprise the Consolidated Balance
Sheet as at March 31, 2021, the Consolidated Statement of Profit and Loss, the Consolidated
Cash Flow Statement and the Consolidated Statement of Changes in Equity for the year then
ended, and a summary of the significant accounting policies and other explanatory information
(hereinafter referred to as the *Special Purpose Consolidated Financial Statements’).

In our opinion and to the best of our information and according to the explanations given to us,
the accompanying Special Purpose Consolidated Financial Statements give a true and fair view
in conformity with the accounting principles generally accepted in India including the Indian
Accounting Standards (Ind AS) specified under section 133 of the Companies Act, 2013 (‘the
Act’) read with the Companies (Indian Accounting Standards) Rules, 2015, as amended, of the
consolidated state of affairs of the Group as at March 31, 2021, its consolidated profit including
other comprehensive income, its consolidated cash flow and the consolidated changes in equity
for the year ended on that date.

Basis for Opinion

We conducted our audit of the Special Purpose Consolidated Financial Statements in
accordance with the Standards on Auditing (SAs), as 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 Special Purpose Consolidated Financial Statements’
section of our report. We are independent of the Group in accordance with the ‘Code of Ethics’
issued by the Institute of Chartered Accountants of India 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 audit opinion on the Special Purpose
Consolidated Financial Statements.

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

The Board of Directors of Cyient Limited (the parent of the Company hereinalter refer to as the
*Holding Company’) is responsible for the preparation of these Special Purpose Consolidated
Financial Statements in accordance with the accounting principles generally accepted in India,
including the Indian Accounting Standards (Ind AS) specified under section 133 of the Act read

with the Companies (Indian Accounting Standards) Rules, 2015, as amended. This
responsibility also includes maintenance of adequate accounting records in accordance with the
rovisions of the Act for safeguarding of the assets of the Group and for preventing and
‘“% cting frauds and other irregularities; selection and application of appropriate accounting
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policies; making judgments and estimates that are reasonable and prudent; and the 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 Special Purpose Consolidated Financial Statements that
give a true and fair view and are free from material misstatement, whether due to fraud or error.

In preparing the Special Purpose Consolidated Financial Statements, the Holding Company’s
Board of Directors is responsible for assessing the Group’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 Group or to cease
operations, or has no realistic alternative but to do so.

The Holding Company’s Board of Directors are responsible for overseeing the Group’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Special Purpose Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether the Special Purpose
Consolidated 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
SAs 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
Special Purpose Consolidated Financial Statements.

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

o Identify and assess the risks of material misstatement of the Special Purpose
Consolidated 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.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

» 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 Group’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
Special Purpose Consolidated Financial Statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence




S.R. BATLIBOI & ASSOCIATES LLP

Chartered Accountanis

obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

o [Lvaluate the overall presentation, structure and content of the Special Purpose
Consolidated Financial Statements, including the disclosures, and whether the Special
Purpose Consolidated 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.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

Restriction on distribution and use

The Special Purpose Consolidated Financial Statements are prepared, and this report thereon
issued solely to enable, Cyient Limited (the ‘Holding Company”) for the purpose of submission
of Annual Performance Report to Reserve Bank of India under Notification No. FEMA 120/RB-
2004 dated July 7, 2004, Regulation 15(iii) as amended from time to time, for the purpose of
submission to the bankers, and for internal use by the Management and should be read in that
context. Our report is intended solely for this purpose and should not be used for any other
purpose or provided to other parties, without our prior written consent. Qur opinion is not
modified in respect of this matter.

For S.R. Batliboi & Associates LLLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

per Shankar Srinivasan
Partner "
Membership Number: 213271
UDIN: 21213271AAAACB3121
Place of Signature: Hyderabad
Date: July 15, 2021




Cyient Inc.
Consolidated Balance Sheet as at March 31, 2021
(Al amounts in ¥ millions, except share and per share data and where otherwise stated)

Asat Asat
Particulars Note March 31, 2021 March 31, 2020
ASSETS
Mon-current assets
Property, plant and equipment 3A 475 491
Right of use assets 3B 539 682
Capital work-in-progress - 4
Goodwill 4 380 s03
Intangible assets 3 185 298
Intangible assets under development 5 29 46
Financial assets
(a] Investments 6 175 269
{b) Loans and deposits 78 14 17
Other non-current assets 8 EE] 77
Total non-current assets 2,330 2,787
Current assets
Inventories - 3 41
Financial assets
(a} Trade receivables 10 3,728 4,176
(b) Cash and cash equivalents 11A 1,026 1,167
(¢} Other bank balances 118 33 25
(d} Cther financial assets 7B 855 1,969
Other current assets g 107 109
Total current assets 5,780 7,487
Total assets 8,110 10,274
EQUITY AND LIABILITIES
EQUITY
Equity share capital 12 993 993
Cther equity 13 3,228 3,078
Total equity 4,221 4,071
LIABILITIES
Non-current labilities
Financial liabilities
{a) Borrowings 14 26 86
{b) Other financial liabilities 15 - 95
{c} Lease liabilities 3B 440 588
Provisions 16 158 173
Deferred tax liabilities (net) 17.2 14 351
QOther non-current lizbilities 18 166 24
Tatal non-current liabilities 802 1,317
Current liabilities
Financial liabilities
{a) Borrowings 14 441 980
(b} Trade payables
(i} total outstanding dues of micro enterprises and small enterprises - -
(i} total outstanding dues of creditars other than micro enterprise and small enterprises 18 1,953 3,366
(e} Other financial liabilities 15 123 184
(d) Lease liabilities 3B 180 183
Provisions 16 61 62
Income tax liabilities (net) 17.3 56 44
Other current liabilities 18 273 67
Total current liabilities 3,087 4,886
Total liabilities 3,889 6,203
Total equity and liabilities 8,110 10,274
Corporate information and significant accounting policies 182
Accompanying notes form an integral part of the consclidated financial statements

As per our report of even date,

For S.R. Batliboi & Assotiates LLP

Chartered Accountants
ICAI Firm registration number; 101049W/E300!

,/
Shankar Srinivasan
Partner |
Membership number: 213271

Place: Hyderabad
Date: July 15, 2021

For and on behalf of the Board of Directors of Cyient Limited

) \zy Aggarwal

Kglshna Bodanapu
Managing Director & CEC

(DIN-COE05187)
(DIN-D2565242)

Place: Hyderabad
Date: Juby 15, 2021

Executive Director &
Chief Financial Officer
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Cyient Inc.
Consolidated Statement of Profit and Loss for the year ended March 31, 2021
{All amounts In ¥ millions, except share and per share data and where otherwise stated)

Particulars Note For the year ended For the year ended
March 31, 2021 March 31, 2020

INCOME
Revenue from operations 20 16,969 20,503
Other income 21 47 219
Total income 17,016 20,722
EXPENSES
Cost of materials consumed 238 236
Changes in inventory of work-in-progress 22 10 3
Employee benefits expense 23 9,851 11,741
Finance costs 24 92 151
Depreciation and amortisation expense 25 427 385
Impairment of non-current assets |- 15 73
Other expenses 26 6,161 5,997
Total expenses 16,794 19,586
Profit before tax 222 1,136
Tax expense
Current tax 17.1 (&) 376 241
Deferred tax {credit) /charge (333) 90
Total tax expense 43 331
Profit for the year 179 805
Other comprehensive income (OCI)
(a) Items that will not be reclassified subseguently to profit or loss:

(i) Equity instruments through other comprehensive income - ¥

(i) Income tax relating to items that may not be reclassified to profit or loss 17.1(8}) - {2)
(b} tems that will be reclassified subsequently to profit or loss:

(i} Exchange differences in translating the financial statements of foreign operations (30) 298

(i) Effective portion of gain on designated portion of hedging instruments in a cash flow hedge b (3)

{iii) Income tax relating to items that may be reclassified to profit or loss 17.1(B) - 1
Total other comprehensive income (29) 30
Total comprehensive income for the year 150 1,106
Earnings per equity share {par value of X Nil each) 27

Basic and Diluted (%)} 357.81 1,608.39

Corporate information and significant accounting policies 182
Accompanying notes form an Integral part of the consolidated financial statements

As per our report of even date

For 5.R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm regisl'ra;tja;w1 number: 101049W/E300004

Lek

Shankar Srinivasan
Partner
Membership number: 213271

Place: Hyderabad
Date: July 15, 2021

For and on bghalf of the Board of Directors of cyie:/it;;;&

anaging Director & CEQ
(DIN-00605187)

Place: Hyderabad
Date: July 15, 2021

A

‘Ajay Aggarwal
Executive Director &
Chief Financial Officer
(DIN-02565242)
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Cyient Inc.
Consolidated Cash Flow Statement for the year ended March 31, 2021
{All amaunts in % millions, except share and per share data and where otherwise stated)

Particulars For the year ended For the year ended
March 31, 2021 March 31, 2020
A. CASH FLOW FROM OPERATING ACTIVITIES
Profit for the year 179 805
Adjustiments for :
Tax expense 43 331
Depreciation and amortisation expense 427 385
Impairment of non-current assets 15 73
Loss an sale of property, plant and equipment {net) ] &
Finance costs 52 151
Interest income 1) .
Liabilities no longer required written back {34) {168}
Share based payments expense 16 11
Provision for expected credit loss, {net) 183 50
Lose/{gain} on fair valuation of investments carried at FYTPL, net 91 {6}
Unrealised forex loss, net 30 351
Operating profit before working capital changes 1,044 1,982
Changes in operating assets ond liobilities:
Adjfustments for {increase) / decrease in operoting assets:
Trade recaivables 261 {649)
Other financial assats 1,117 1337)
Other assets 4 48
Inventories 10 3
Adjustments for increase / (decrease) in operating liabilities:
Trade payables {1,431} 1492
Other liabilities 348 41
Provisions {23) 35
Cash generated from operations 1,330 1,315
Income taxes paid (364) {194}
Met cash flow from operating activities {A) a6 1,121
B. CASH FLOW FROM INVESTING ACTIVITIES
Paymant d haze of property plant and equi and i ible assets {66} (338}
Proceeds from sale of financial assets - | t5 in equity instr classified as FVTOCH - A48
Payments to acquire financial assets - Investments in preferred and debt instruments = {75}
Dividend income received = 1
Payment of liability towards acquisition of business (38} {66)
Movement in other bank balances 8} {7
Net cash flow used in investing activities (B) {110} (437)
C. CASH FLOW FROM FINANCING ACTIVITIES
Interest paid {89} 1143}
Interest received 1 +
Proceeds from current borrowings 446 741
Repayment of current barrawings (265 (505
Payment of lease liabilitias {231) [226)
Repay of th g {132) (126
et cash flow used in financing activities (C) (971} (259)|
Net (decrease) fincrease in cash and cash equivalents (A+B+C) {115) 425
Cash and cash equivalants at the beginning of the year 1,167 760
Effect of exchange differences on translation of foreign currency cash and cash equivalents {26) {18)
Cash and cash equivalents at the end of the year (refer note (i} below] 1,026 1,167
Notes:
{i} Cash and cash equivalents comprises of {refer note 11A);
Cheques on hand - 22
Balances with banks in current accounts 1,000 999
Remittances in transit 26 146
1,026 1,167
Accompanying notes form an integral part of the c lidated fi ial
As per our report of even date
For 5.R. Batliboi & Assoclates LLP For gnd on behalf of the Board of Directors of Cylent Limited
Charterad Accountants
ICAl Firm registration number: 101049W/E300004
Krishna Bodanapu /2 Ajay Aggarwal
Managing Director and CEQ Executive Director & Chief Financial Officer
Membership number; 213271 | (DIN-00605187) {DIN-02565243}
Place: Hyderabad Place: Hyderabad
Date: July 15, 2021 Date: July 15, 2021 @ ;4
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Cyient Inc.
Notes forming part of the consolidated financial statements for the year ended March 31, 2021
(All amounts in T millions, except share and per share data and where otherwise stated)

1.

21

Corporate information

Cyient Inc. (‘Cyient’ or ‘the Company’) was incorporated on July 19, 1999 in the United States of America and
is a wholly owned subsidiary of Cyient Limited (Ultimate Holding Company), a public limited Company
incorporated in India. The Company and its wholly owned subsidiaries (Cyient Canada Inc,, Cyient Defense
Services Inc., all together referred as the ‘Group’) is engaged in providing global technology services and
solutions specialising in geospatial, engineering design, IT solutions and data analytics in the United States.

Effective April 01, 2020, B&F Design Inc. has been merged with its holding company Cyient Defense Services
Inc.

The consolidated financial statements were authorised for issue in accordance with a resolution of the
directors on July 15, 2021.

Significant accounting policies

Basis of preparation
These Special purpose consolidated financial statements of the Group have been prepared in accordance

with the accounting principles generally accepted in India, including the Indian Accounting Standards (Ind AS)
notified under the Companies (Indian Accounting Standards) Rules, 2015 (as amended from time to time),
for the purpose of submission of Annual Performance Report to Reserve Bank of India under Notification No.
FEMA 120/RB-2004 dated July 07, 2004 Regulation 15 (iii) as amended from time to time, for the purpose of
submission to the bankers and for internal use by the Management.

These Special purpose consolidated financial statements have been prepared on a historical cost basis except
for the following assets and liabilities which have been measured at fair value a) Derivative financial
instruments and b) Certain financial assets and liabilities measured at fair value (refer accounting policy
regarding financial instruments) and consistent with previous year subject to changes in accounting policies.
The consolidated financial statements are presented in INR and all values are rounded to the nearest millions,
except when otherwise indicated.

Current versus non-current classification
The Group 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.

e 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.
A liability is current when:

e Itis expected to be settled in normal operating cycle

e Itis held primarily for the purpose of trading

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

e There is no unconditional right to defer the settlement of the liability for at least twelve months after
the reporting period.

The Group classifies all other liabilities as non-current.

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




Cyient Inc.
Notes forming part of the consolidated financial statements for the year ended March 31, 2021
(All amounts in T millions, except share and per share data and where otherwise stated)

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

2.2 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is achieved when the Company:

e  has power over the investee;

e is exposed, or has rights, to variable returns from its involvement with the investee; and

e has the ability to use its power to affect its returns.

Generally, there is a presumption that a majority of voting rights result in control. To support this
presumption and when the Group has less than a majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:

e The contractual arrangement with the other vote holders of the investee;

e Rights arising from other contractual arrangements;

e The Group’s voting rights and potential voting rights; and

e The size of the group’s holding of voting rights relative to the size and dispersion of the holdings of
the other voting rights holders.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the
Group obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Assets,
liabilities, income and expenses of a subsidiary acquired or disposed of during the year are included in the
consolidated financial statements from the date the Group gains control until the date the Group ceases to
control the subsidiary.

Consolidated financial statements are prepared using uniform accounting policies for like transactions and
other events in similar circumstances. If a member of the group uses accounting policies other than those
adopted in the consolidated financial statements for like transactions and events in similar circumstances,
appropriate adjustments are made to that group member’s financial statements in preparing the
consolidated financial statements to ensure conformity with the group’s accounting policies.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed to
the owners of the Company and to the non-controlling interests even if this results in the non-controlling
interests having a deficit balance.

The financial statements of all entities used for the purpose of consolidation are drawn up to same reporting
date as that of the Company.

Consolidation procedures

e  Combining like items of assets, liabilities, equity, income, expenses and cash flows of the Company with
those of its subsidiaries.

e  Offset (eliminate) the carrying amount of the Company’s investment in each subsidiary and the
Company’s portion of equity of each subsidiary.

e  All intragroup assets and liabilities, equity, income, expenses, and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.




Cyient Inc.
Notes forming part of the consolidated financial statements for the year ended March 31, 2021
(All amounts in T millions, except share and per share data and where otherwise stated)

2.3 Use of estimates and judgements

The preparation of the consolidated financial statements in conformity with Ind AS requires the management
to make judgements, estimates and assumptions considered in the reported amounts of assets and liabilities
and disclosures relating to contingent liabilities as at the date of the consolidated 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 consolidated 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 consolidated financial
statements in the period in which results are known and, if material, are disclosed in the consolidated
financial statements.

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

e Impairment assessment of Goodwill and Intangible assets under development
e  Revenue recognition

e  Provision for income tax and recoverability of deferred tax assets

e  Fair Value measurement of financial instruments

e Allowance for credit losses on receivables and unbilled revenue

Estimation of uncertainties relating to the global health pandemic from COVID-19

The Company has considered the possible effects that may result from the pandemic relating to COVID-19
on the carrying amounts of receivables, unbilled revenues, goodwill 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 assets 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 consolidated financial
statements.

2.4 Business combination and goodwill

The Company accounts for its business combinations under acquisition method of accounting. The
consideration transferred in a business combination is measured at fair value, which is calculated as the sum
of the acquisition-date fair value of the assets transferred by the Group, liabilities incurred by the Group to
the former owners of the acquiree and the equity interest issued by the Group in exchange of control of the
acquiree. Acquisition related costs are generally recognised in consolidated statement of profit and loss as
incurred.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of the acquirer’s previously held equity interest in the
acquire, if any over the net of the acquisition—date amounts of the identifiable assets acquired and the
liabilities assumed.

If those amounts are less than the fair value of the net identifiable assets of the business acquired, the
difference is recognised in other comprehensive income and accumulated in equity as capital reserve
provided there is clear evidence of the underlying reasons for classifying the business combination as a
bargain purchase. In other cases, the bargain purchase gain is recognised directly in equity as capital reserve.




Cyient Inc.
Notes forming part of the consolidated financial statements for the year ended March 31, 2021
(All amounts in T millions, except share and per share data and where otherwise stated)

When the consideration transferred by the Group in a business combination includes assets or liabilities
resulting from a contingent consideration arrangement, the contingent consideration is measured at its
acquisition-date fair value and included as part of the consideration transferred in business combination.
Changes in the fair value of the contingent consideration that qualify as measurement period adjustments
are adjusted retrospectively, with corresponding adjustments against goodwill or capital reserve, as the case
may be. Measurement period adjustments are adjustments that arise from the additional information
obtained during the ‘measurement period’ (which cannot exceed one year from the acquisition date) about
facts and circumstances that existed as on the acquisition date.

The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify
as measurement period adjustments and are classified as an asset or liability and are remeasured at fair
value at subsequent reporting dates with the corresponding gain or loss being recognised in consolidated
statement of profit and loss.

Acquisition of some or all of the non-controlling interest (“NCI”) is accounted for as a transaction with equity
holders in their capacity as equity holders. Consequently, the difference arising between the fair value of the
purchase consideration paid and the carrying value of the NCI is recorded as an adjustment to retained
earnings that is attributable to the Company. No goodwill is recognised as a result of such transactions.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are
discounted to their present value as at the date of exchange. The discount rate used is the entity's
incremental borrowing rate, being the rate at which a similar borrowing could be obtained from an
independent financier under comparable terms and conditions.

Business combinations arising from entities that are under the common control are accounted at historical
cost. The difference between any consideration given and the aggregate historical carrying amounts of assets
and liabilities of the entity are recorded in other equity.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of
the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash generating units
that is expected to benefit from the synergies of the combination.

A cash generating unit to which goodwill has been allocated is tested for impairment annually or more
frequently when there is an indication that the unit may be impaired. Any impairment loss for goodwill is
recognised directly in consolidated statement of profit and loss. An impairment loss recognised for goodwill
is not reversed in the subsequent periods.

2.5 Foreign currency translation

i) Functional and presentation currency
These consolidated financial statements are presented in Indian rupees, while the functional currency of
the Company and its subsidiaries is USD, which is determined based on the primary economic
environment in which the entity operates. For each entity the Group determines the functional currency
and items included in the financial statements of each entity are measured using that functional currency.

ii) Transactions and balances
Foreign currency denominated monetary assets and liabilities are translated into the relevant functional
currency at exchange rates in effect at the balance sheet date. The gains or losses resulting from such
translations are included in net profit in the consolidated statement of profit and loss. Non-monetary
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translated at the exchange rate prevalent at the date when the fair value was determined. Non-monetary
assets and non-monetary liabilities denominated in a foreign currency and measured at historical cost
are translated at the exchange rate prevalent at the date of the transaction.

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.

iii} Group companies
The results and financial position of foreign operations (none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation currency is
translated into the presentation currency as follows:

e  Assets and liabilities are translated at the closing rate at the date of balance sheet;

@ Income and expenses are translated at average exchange rates;

e  All resulting exchange differences are recognised in other comprehensive income; and

e When a foreign operation is sold, the associated exchange differences are reclassified to
consolidated statement of profit and loss, as part of gain or loss on sale.

2.6 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. Capital work in progress is stated at cost, net of accumulated
impairment loss, if any.

The Group 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 except in respect of
the following categories of assets, in whose case the life of the assets has been assessed based on technical
advice, taking into account the nature of the asset, the estimated usage of the asset, the operating conditions
of the asset, past history of replacement, anticipated technological changes, manufacturers warranties and
maintenance support. Freehold land is not depreciated.

Type of asset Useful life
Leasehold improvements Shorter of lease period or estimated useful lives
Tools and equipment 10 years

Depreciation methods, useful lives and residual values are reviewed periodically including at each financial
year-end.

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 consolidated
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.

2.7 Intangible assets

Intangible assets are stated at cost less accumulated amortisation and impairment.

Intanglble assets acquired in a business combination and recognised separately from goodwill are initially
at their fair value at the acquisition date (which is regarded as their cost). Subsequent to initial
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recognition, intangible assets acquired in a business combination are reported at cost less accumulated
amortisation and accumulated impairment losses.

Intangible assets are amortised over their estimated useful life on a straight-line basis as follows:

Type of asset Useful life

Computer software 3 years/ Over the period of the respective project
Customer rights 4-5 years

Process know how and patents 5 years

Intellectual Property Over the period of the respective project

Other Intangibles Over the period of the respective project

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
consolidated statement of profit and loss when the asset is de-recognised.

Expenditure incurred towards development is eligible for capitalisation 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 Group 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.

Leases

Group as a lessee

The Group assesses whether a contract contains a lease, at inception of a contract. A contract is, or contains,
a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration.

At the date of commencement of the lease, the Group recognizes a right-of-use asset (“ROU") and a
corresponding lease liability for all lease arrangements in which it is a lessee, except for leases with a term
of twelve months or less (short-term leases) and low value leases. For these short-term and low value leases,
the Group recognizes the lease payments as an operating expense on a straight-line basis over the term of
the lease.
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Certain lease arrangements include the options to extend or terminate the lease before the end of the lease
term. ROU assets and lease liabilities includes these options when it is reasonably certain that they will be
exercised.

i) Right-of-use assets

The right-of-use assets are initially recognized at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or prior to the commencement date of the lease plus any initial
direct costs less any lease incentives. They are subsequently measured at cost less accumulated depreciation
and impairment losses and adjusted for any remeasurement of lease liabilities.

Right-of-use assets are depreciated from the commencement date on a straight-line basis over the shorter
of the lease term and useful life of the underlying asset. Right of use assets are evaluated for recoverability
whenever events or changes in circumstances indicate that their carrying amounts may not be recoverable.
The right-of-use assets are also subject to impairment.

ROU asset Useful lives
Buildings 2-8 years

ii} Lease liabilities

The lease liability is initially measured at amortized cost at the present value of the future lease payments.
The lease payments are discounted using the interest rate implicit in the lease or, if not readily determinable,
using the incremental borrowing rates in the country of domicile of the leases. After the commencement
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease
payments made or a change in the assessment of extension or termination options. Lease liabilities are
remeasured with a corresponding adjustment to the related right of use asset if there is a modification, a
change in the lease term, a change in the lease payments (e.g., changes to future payments resulting from a
change in an index or rate used to determine such lease payments).

Lease liability and ROU asset have been separately presented in the Balance Sheet and lease payments have
been classified as financing cash flows.

Group as a lessor

Leases for which the group is a lessor is classified as a finance or operating lease. Whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to the lessee, the contract is classified as
a finance lease. All other leases are classified as operating leases.

For operating leases, rental income is recognized on a straight-line basis over the term of the relevant
lease.

Income taxes

The income tax expense or credit for the period is the tax payable on the taxable income based on the
applicable income tax rate for each jurisdiction 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 consolidated 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 taxis also
recognised in other comprehensive income or directly in equity, respectively.

The current tax and deferred taxes calculated on the basis of the tax laws enacted or substantively enacted
at the end of the reporting period in the countries where the Company and its subsidiaries operate and
generate taxable income.
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Deferred 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 consolidated financial statements.
However, deferred tax liabilities are not recognised if they arise from the initial recognition of goodwill.
Deferred tax is also not accounted for if it arises from initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the transaction affects neither accounting profit nor
taxable profit/loss.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount
and tax bases of investments in subsidiaries, branches and interest in joint arrangements where the Group
is able to control the timing of the reversal of the temporary differences and it is probable that the
differences will not reverse in the foreseeable future.

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.

2.10 Inventories

Inventories are stated at the lower of cost and net realisable value.

Costs of inventories are determined on a weighted average basis. Net realisable value represents the
estimated selling price for inventories less all estimated costs of completion and costs necessary to make the
sale.

Inventories are valued in accordance with the below method of valuation.

i) Raw materials & consumables: Valued at cost or net realisable value whichever is less. Cost includes
purchase costs and other costs incurred in bringing the inventories to their present location and
condition.

ii) Stores and spares: Valued at cost. Cost includes purchase costs and other costs incurred in bringing the
inventories to their present location and condition.

iii) Work in progess & finished Goods: Valued at cost or net realisable value whichever is less. Costs includes
direct material costs, wages and applicable overheads.

2.11 Cash and cash equivalents:

Cash comprises cash on hand, in bank, demand deposits with banks and with financial institutions. The Group
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 for
the year. The cash flows from operating, investing and financing activities of the Group are segregated based
on the available information.
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2.12 Equity Share Capital:

Ordinary shares are classified as equity. Shares bought back are shown as a deduction from equity. No gain
or loss is recognised in the statement of profit or loss on purchase, sale, issue or cancellation of equity
instruments. Incremental costs directly attributable to the issuance of equity shares or buyback of equity
shares are recognised as a deduction from equity, net of taxes.

2.13 Provisions and contingent liabilities

Provisions

Provisions are recognised when the Group 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 expenditure 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 an
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 Group 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.

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

2.14 Revenue

The Group derives revenue primarily from services and solutions specialising in geospatial, engineering
design; analytics, network and operations solutions. Revenue is measured based on the consideration
specified in a contract with a customer and excludes amounts collected on behalf of third parties. The Group
recognizes revenue when it transfers control over a product or a service to a customer. The method for
recognizing revenues and costs depends on the nature of services rendered as mentioned below:

a) Time and material: Revenue from time and material contracts are recognized as the related services
are performed, which is pursued based on the efforts spent and agreed rate with the customer.
Revenue from the end of the last invoicing to the reporting date is recognized as unbilled revenue.

b) Fixed price contracts: Revenue from fixed-price contracts is recognized as per the ‘percentage-of-
completion” method, where the performance obligations are satisfied over time and when there is no
uncertainty as to measurement or collectability of consideration. When there is uncertainty as to
measurement or ultimate collectability, revenue recognition is postponed until such uncertainty is
resolved. Percentage of completion is determined based on the project costs incurred to date as a
percentage of total estimated project costs required to complete the project. The input method has
been used to measure the progress towards completion as there is direct relationship between input
and productivity.
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c) Maintenance contracts: Revenue from fixed-price maintenance contracts are recognised pro-rata over
the term of the maintenance arrangement.

d) 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 Group
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 Group classifies the right to consideration in exchange for deliverables as either a receivable or as
unbilled revenue. A receivable is a right to consideration that is unconditional upon passage of time. Revenue
in excess of invoicing are classified as contract assets (unbilled revenue) while invoicing in excess of revenue
are classified as contract liabilities (unearned revenues).

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

2.15 Other income

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow
to the Group and the amount of income can be measured reliably.

Interest income is recognised on a time proportion basis taking into account the amount outstanding and
rate applicable in the transaction.
Dividend income is recognised when the Group's right to receive dividend is established.

Foreign currency gains and losses are reported on net basis. This includes the changes in the fair value of
foreign exchange derivative instruments, which are accounted at fair value through consolidated statement
of profit and loss.

2.16 Government grants/incentives

Government grants are recognised when there is a reasonable assurance that:
a) The Group will comply with the conditions attached to them; and
b) The grant will be received.

Export entitlements from government authorities are recognised in the statement of profit and loss when
the right to receive credit as per the terms of the scheme is established in respect of the exports made by
the Company, and where there is no significant uncertainty regarding the ultimate collection of the relevant
export proceeds. Grants are recognised net of attributable expenses.
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2.17 Employee benefit plans

Defined contribution plans

The Group provides a defined contribution plan benefit through the Cyient Inc. 401(K) Benefit Plan to all of
its eligible employees. The plan is administered by the Group while the trustee for the plan is an external
agency. The contribution from the Group is at the discretion of the Board of Directors of Cyient Inc.

Defined benefit plans

Compensated absences

The employees of the Group are entitled to compensated absences. The employees can carry-forward a
portion of the unutilised accrued compensated absence and utilise it in future periods or receive cash
compensation at retirement or termination of employment. The Group records an obligation for
compensated absences in the period in which the employee renders the services that increase this
entitlement. The Group measures the expected cost of compensated absence based on actuarial valuation
made by an independent actuary as at the balance sheet date on projected unit credit method.

Medical benefits

In Cyient Inc, medical insurance plan is offered to the associates on self-insured basis which consists of fixed
costs of administration charges and stop loss insurance that are charged on a per associate and monthly
claims being settled from consolidated fund maintained by third party insurance fund. At the end of every
calendar year, the insurance agency provides an estimate of “Claims Not Yet Received” computed on
actuarial valuation based on number of associates and claims received over the last 12 months. This estimate
is extrapolated on the basis of the closing enrolments as of March 31 and the management creates a liability
for medical expenses.

Other short-term employee benefits
Other short-term employee benefits, including overseas social security contributions and performance
incentives expected to be paid in exchange for the services rendered by employees are recognised during

the period when the employee renders service.

2.18 Share based payments

Stock options are granted to the associates of the Group under various stock option schemes established
after June 19, 1999 by the ultimate holding company, Cyient Limited.

The cost of equity-settled employee share-based payments is recognised based on the fair value of the
options and restricted stock units as on the grant date. These expenses are pushed down by the ultimate
holding company, Cyient Limited and is recognised under employee benefits expense.

2.19 Earnings per share

The Group presents basic and diluted earnings per share (“EPS”} data for its ordinary shares. Basic EPS is
calculated by dividing the consolidated statement of profit and loss attributable to ordinary shareholders of
the Group by the weighted average number of ordinary shares outstanding during the year.

Diluted EPS is determined by adjusting the consolidated statement of profit and loss attributable to ordinary
shareholders and the weighted average number of ordinary shares outstanding for the effects of all dilutive
potential ordinary shares, which includes all stock options granted to employees and RSU’s outstanding.

2.20 Operating Segments

Operating segments are reported in a manner consistent with the internal reporting provided to the Cth.‘f
operating decision maker.
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The Group's Chief Operating Decision maker is the Managing Director and Chief Executive Officer who
evaluates Cyient Group’s performance and allocates resources based on an analysis of various performance
indicators by business verticals and geographical segmentation of customers.

The Chief Operating Decision Maker (CODM) reviews the business as two operating segments - ‘Services’ and
‘Design led Manufacturing’ (DLM), and in accordance with the core principles of Ind AS 108 - ‘Operating
Segments’, these have been considered as the reportable segments of the Group.

2.21 Financial instruments

(A) Initial recognition:

Financial assets and financial liabilities are recognised when a Group entity 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 financial liabilities at fair value through profit or loss are recognised immediately in
consolidated 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 assets at fair value through other comprehensive income: A financial asset is subsequently
measured at fair value through other comprehensive income if it is held within a business model whose
objective is achieved by both collecting contractual cash flows and selling financial assets and the contractual
terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding. The Group has made an irrevocable election for its
investments which are classified as equity instruments to present the subsequent changes in fair value in
other comprehensive income based on its business model.

iii) Financial assets at fair value through profit or loss: Financial assets which are not classified in any of the
above categories are subsequently fair valued through profit or loss.

iv) Financial liabilities: Financial liabilities are subsequently carried at amortised cost using the effective
interest method, except for contingent consideration recognised in a business combination which is
subsequently measured at fair value through consolidated statement of 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.

b. Derivative financial instruments:
The Group enters into a variety of derivative financial instruments to manage its exposure to interest rate

and foreign exchange rate risks, including foreign exchange forward contracts.
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Derivatives are initially recognised at fair value at the date the derivative contracts are entered into and are
subsequently remeasured to their fair value at the end of each reporting period. The resulting gain or loss is
recognised in consolidated statement of profit and loss immediately unless the derivative is designated and
effective as a hedging instrument, in which event the timing of the recognition in consolidated statement of
profit and loss depends on the nature of the hedging relationship and the nature of the hedged item.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income/expense 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 consolidated statement of profit and loss and is
included in "Other income".

c.Hedge accounting

The Group designates derivative contracts in a cash flow hedging relationship by applying the hedge
accounting principles designated in a hedging relationship, used to hedge its risks associated with foreign
currency fluctuations relating to certain highly probable forecast transactions.

At the inception of the hedge relationship, the Group documents the relationship between the hedging
instrument and the hedged item, along with its risk management objectives and its strategy for undertaking
various hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the Group
documents whether the hedging instrument is highly effective in offsetting changes in fair values or cash
flows of the hedged item attributable to the hedged risk.

These derivative contracts are stated at the fair value at each reporting date.

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow
hedges is recognised in other comprehensive income and accumulated under cash flow hedge reserve. The
gain or loss relating to the ineffective portion is recognised immediately in consolidated statement of profit
and loss.

Amounts previously recognised in other comprehensive income and accumulated in equity relating to
(effective portion as described above) are reclassified to consolidated statement of profit and loss in the
periods when the hedged item affects profit or loss.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated, or exercised,
or when it no longer qualifies for hedge accounting. Any gain or loss recognised in other comprehensive
income and accumulated in equity at that time remains in equity and is recognised when the forecast
transaction is ultimately recognised in consolidated statement of profit and loss. When a forecast transaction
is no longer expected to occur, the gain or loss accumulated in equity is recognised immediately in
consolidated statement of profit and loss.

d. De-recognition of financial assets and liabilities

Financial assets
The Group 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 Group retains substantially all the risks and rewards of ownership of a transferred
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financial asset, the Group continues to recognise the financial asset and also recognises a collateralised
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 consolidated
statement of profit and loss if such gain or loss would have otherwise been recognised in consolidated
statement of profit and loss on disposal of that financial asset.

Financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’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 consolidated statement of profit and loss.

e. Foreign exchange gains and losses

e For foreign currency denominated financial assets measured at amortised cost and FVTPL, the exchange
differences are recognised in consolidated statement of profit and loss except for those which are
designated as hedging instruments in a hedging relationship.

e Changes in the carrying amount of investments in equity instruments at FVTOCI relating to changes in
foreign currency rates are recognised in other comprehensive income.

e For the purposes of recognising foreign exchange gains and losses, FVTOCI debt instruments are treated
as financial assets measured at amortised cost. Thus, the exchange differences on the amortised cost are
recognised in consolidated statement of profit and loss and other changes in the fair value of FVTOCI
financial assets are recognised in other comprehensive income.

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 are determined based on the
amortised cost of the instruments and are recognised in the consolidated 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. For financial liabilities that
are measured as at FVTPL, the foreign exchange component forms part of the fair value gains or losses
and is recognised in consolidated statement of profit and loss.

2.22 Determination of fair values

In determining the fair value of its financial instruments, the Group 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 realised.

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 Group takes into account the characteristics of asset or liability of market participants when
pricing the asset or liability at the measurement date.

Fair value for measurement and/or disclosure purposes in these consolidated financial statements is
determined on such a basis, except for share-based payment transactions that are within the scope of Ind
AS 102, leasing transactions that are within the scope of Ind AS 116, and measurements that have some
similarities to fair value but are not fair value, such as net realisable value in Ind AS 2 or value in use in Ind__

AS 36.
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In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2, or 3

based on the degree to which the inputs to the fair value measurements are observable and the significance

of the inputs to the fair value measurement in its entirety, which are described as follows:

e  Level 1inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

e Level 3inputs are unobservable inputs for the asset or liability.

2.23 Impairment of assets

a. Financial assets

The Group recognises loss allowances using the expected credit loss (ECL) model for the financial assets
which are not fair valued through consolidated statement of 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
consolidated statement of profit and loss.

For trade receivables, the Group 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 Group 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 consolidated statement of profit and loss.

b. Non-financial assets

Intangible assets, Intangible assets under development, property, plant and equipment and ROU assets 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 Group bases its impairment calculation on detailed
budgets and forecast calculations, which are prepared separately for each of the Group’s 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 consolidated 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.

2.24 Exceptional item
Significant gains/losses or expenses incurred arising from external events or based on corporate action which

are not expected to recur are disclosed as ‘Exceptional item’.
























































































