Gulf Ashley Motor Limited
Notes to the Financial Statements for the year ended March 31, 2020
3A. General information

Gulf Ashley Motor Limited (“the Company”) is a public limited company incorporated and
domiciled in India and governed by the Companies Act, 2013 (“Act”). The Company’s registered
office is situated at 1, Sardar Patel Road, Guindy, Chennai, Tamil Nadu, India. The main activities
of the Company are those relating to sale and service of Commercial Vehicle and sale of Spare
Parts.

3B. Significant Accounting Policies

3.1 Compliance with Ind AS

These financial statements (the 'financial statements') have been prepared in accordance with
Indian Accounting Standards (“Ind AS”) notified under the Companies (Indian Accounting
Standards) Rules, 2015 and relevant amendment rules issued thereafter. Except for the changes
below, the Company has consistently applied accounting policies to all periods.

i) The Company has adopted Ind AS 116 'Leases' with the date of initial application being April 1,
2019. Ind AS 116 replaces Ind AS 17 — Leases and related interpretation and guidance. The
standard sets out principles for recognition, measurement, presentation and disclosure of leases
for both parties to a contract i.e., the lessee and the lessor. Ind AS 116 introduces a single lessee
accounting model and requires a lessee to recognise assets and liabilities for all leases with a
term of more than 12 months, unless the underlying asset is of low value. There were no long-
term leases entered into by the Company prior to April 1,2019 and hence Ind AS 116 has become
applicable only to new contracts entered into by the Company during the year.

ii) Appendix C to Ind AS 12, Uncertainty over Income Tax Treatments: On March 30, 2019,
Ministry of Corporate Affairs ("MCA") has notified the Companies (Indian Accounting Standards)
Amendment Rules, 2019 containing Appendix C to Ind AS 12, Uncertainty over Income Tax
Treatments which clarifies the application and measurement requirements in Ind AS 12 when
there is uncertainty over income tax treatments. The current and deferred tax asset or liability
shall be recognized and measured by applying the requirements in Ind AS 12 based on the taxable
profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates determined by
applying this appendix. The amendment is effective from April 1, 2019. The Company has
evaluated the effect of this amendment on the financial statements and concluded that there is
no significant impact.

iii) Amendment to Ind AS 19 'Employee Benefits': On March 30, 2019, the Ministry of Corporate
Affairs has notified limited amendments to Ind AS 19 'Employee Benefits' in connection with
accounting for plan amendments, curtailments and settlements. The amendments require an
entity to use updated assumptions to determine current service cost and net interest for the
remainder of the period after a plan amendment, curtailment or settlement and to recognise in



profit or loss as part of past service cost, or a gain or loss on settlement, any reduction in a
surplus, even if that surplus was not previously recognised because of the impact of the asset
ceiling. The amendment is effective from April 1, 2019. The Company has evaluated the effect of
this amendment on the financial statements and concluded that this amendment is currently not
applicable.

iv) Amendment to Ind AS 12 'Income Taxes': On March 30, 2019, the Ministry of Corporate Affairs
has notified limited amendments to Ind AS 12 'Income Taxes'. The amendments require an entity
to recognise the income tax consequences of dividends as defined in Ind AS 109 when it
recognises a liability to pay a dividend. The income tax consequences of dividends are linked
more directly to past transactions or events that generated distributable profits than to
distributions to owners. Therefore, an entity shall recognize the income tax consequences of
dividends in profit or loss, other comprehensive income or equity according to where the entity
originally recognised those past transactions or events. The amendment is effective from April 1,
2019. The Company has evaluated the effect of this amendment on the financial statements and
concluded that there is no significant impact.

The Company has not early adopted any standards or amendments that have been issued but are
not yet effective.

3.2 Basis of Preparation and Presentation
The financial statements are presented in Indian Rupees (Rs.)
The financial statements have been prepared on the historical cost basis

Historical cost is generally based on the fair value of the consideration given in exchange for
goods and services.

All assets and liabilities have been classified as current or non-current as per the Company’s
normal operating cycle and other criteria set out in the schedule Ill to the Act. Based on the
nature of products and the time between the acquisition of assets for processing and their
realisation in cash and cash equivalents, the Company has determined its operating cycle as
twelve months for the purpose of current — non-current classification of assets and liabilities.

3.3 Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable.

3.3.1 Sale of goods

Revenue from sale of products is recognised at the point in time when control of the asset is
transferred to the customer, generally when the product is shipped to the customer. The revenue
from sale of vehicles is based on the terms of the tender.

The Company receives short-term advances from its customers. Using the practical expedient in
Ind AS 115, the Company does not adjust the promised amount of consideration for the effects of
a significant financing component if it expects, at contract inception, that the period between the
transfer of the promised good or service to the customer and when the customer pays for that
good or service will be one year or less. Thus there is no significant financing component.



3.3.2 Rendering of services
Revenue from services is recognised over a period of time as and when the services are rendered
in accordance with the specific terms of contract with customer.

3.3.3 Other Operating Revenues

Other operating revenues comprise of income from ancillary activities (eg: scrap sales) incidental
to the operations of the Company and is recognised when the right to receive the income is
established as per the terms of the contract.

3.3.4 Interest Income

Interest income is accrued on a time basis, by reference to the principal outstanding and at the
effective interest rate applicable (provided that it is probable that the economic benefits will flow
to the Company and the amount of income can be measured reliably).

3.3.5 Provisions for estimated losses, if any, on uncompleted contracts are recorded in the period
in which such losses become probable based on the estimated efforts or costs to complete the
contract.

Ind AS 115 Revenue from Contracts with Customers

Ind AS 115 applies, with limited exceptions, to all revenue arising from contracts with its
customers and establishes a five-step model to account for revenue arising from contracts with
customers and requires that revenue be recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange for transferring goods or services to a
customer. Ind AS 115 requires entities to exercise judgement, taking into consideration all of the
relevant facts and circumstances when applying each step of the model to contracts with their
customers. It also specifies the accounting for the incremental costs of obtaining a contract and
the costs directly related to fulfilling a contract.

3.3 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable.

3.3.1 Sale of goods

Revenue from sale of goods is recognised at the point in time when control of the asset is
transferred to the customer, generally when the product is sold to the customer and when the
collectability of the resulting receivable is reasonably assured. With respect to revenue from sale
of vehicles and sale of spares, the Company operates predominantly on cash and carry basis.

3.3.2 Rendering of services

is recognised when the right to receive the income is established as per the terms of the contract.



Revenue from services is recognised when the services are rendered in accordance with the
specific terms of contract with the customer and when the collectability of the resulting
receivable is reasonably assured.

3.3.3 Other Operating Revenues

Other operating revenues comprise of income from ancillary activities incidental to the
operations of the Company and is recognised when the right to receive the income is established
as per the terms of the contract.

3.3.4 Interest Income

Interest income is accrued on a time basis, by reference to the principal outstanding and at the
interest rate applicable (provided that it is probable that the economic benefits will flow to the
Company and the amount of income can be measured reliably).

3.3.5 Provisions for estimated losses, if any, on uncompleted contracts are recorded in the period
in which such losses become probable based on the estimated efforts or costs to complete the
contract.

3.4 Employee benefits
3.4.1 Retirement benefit costs and termination benefits

Payments to defined contribution plans i.e., Company’s contribution to provident fund, employee
state insurance and other funds are determined under the relevant schemes and/ or statute and
charged to the Statement of Profit and Loss in the period of incurrence when the services are
rendered by the employees.

For defined benefit plans i.e. Company’s liability towards gratuity (funded), other retirement/
terminations benefits and compensated absences, the cost of providing benefits is determined
using the projected unit credit method, with actuarial valuations being carried out at the end of
each annual reporting period. Defined benefit costs are comprised of:

service cost (including current service cost, past service cost, as well as gains and losses on
curtailments and settlements);

net interest expense or income; and

re-measurement.

The Company presents the first two components of defined benefit costs in profit or loss in the
line item ‘Employee benefits expense’. Curtailment gains and losses are accounted for as past
service costs.

Re-measurement of net defined benefit liability/ asset is reflected immediately in the balance
sheet with a charge or credit recognised in other comprehensive income in the period in which
they occur. Re-measurement recognised in other comprehensive income is reflected immediately
in retained earnings and is not reclassified to profit or loss.



3.4.2 Short-term employee benefits

A liability is recognised for benefits accruing to employees in respect of salaries, wages,
performance incentives, medical benefits and other short term benefits in the period the related
service is rendered, at the undiscounted amount of the benefits expected to be paid in exchange
for that service.

3.5 Income Taxes

Income tax expense represents the sum of the tax currently payable and deferred tax. Current
and deferred tax are recognised in profit or loss, except when they relate to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and
deferred tax are also recognised in other comprehensive income or directly in equity respectively.

3.5.1 Current tax

Current tax is determined on taxable profits for the year chargeable to tax in accordance with the
applicable tax rates and the provisions of the Income Tax Act, 1961 including other applicable tax
laws that have been enacted or substantively enacted.

3.5.2 Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for all deductible temporary differences
to the extent that it is probable that taxable profits will be available against which those
deductible temporary differences can be utilised.

Deferred tax asset is recognised for the carry forward of unused tax losses and unused tax credits
to the extent that it is probable that future taxable profit will be available against which the
unused tax losses and unused tax credits can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available
to allow all or part of the asset to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the
period in which the liability is settled or the asset realised, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would

follow from the manner in which the Company expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

3.6 Property, plant and equipment



Property, plant and equipment held for use in the production or supply of goods or services, or
for administrative purposes, are stated in the balance sheet at cost (net of eligible credit for GST)
less accumulated depreciation and accumulated impairment losses. Cost of all civil works
(including electrification and fittings) is capitalised.

Properties in the course of construction for production, supply or administrative purposes are
carried at cost, less any recognised impairment loss. Cost includes professional fees. Such
properties are classified to the appropriate categories of property, plant and equipment when
completed and ready for intended use. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for their intended use.

Property, plant and equipment (including patterns and dies) where the cost exceeds Rs.10,000 is
capitalised and stated at cost less accumulated depreciation and accumulated impairment losses.

Depreciation is recognised so as to write off the cost of assets (other than freehold land and
properties under construction) less their residual values over their useful lives, using the straight-
line method. The estimated useful lives, residual values and depreciation method are reviewed at
the end of each reporting period, with the effect of any changes in estimate accounted for on a
prospective basis.

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

3.8 Impairment of assets:

Plant, Property and Equipment are tested annually for impairment, or more frequently if events
or changes in circumstances indicate that they might be impaired. Other assets are tested for
impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an
asset’s fair value less costs of disposal and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash inflows which are largely independent of the cash inflows from other assets or Company’s of
assets (cash-generating units). Non-financial assets that suffered an impairment are reviewed for
possible reversal of the impairment at the end of each reporting period.

3.9 Investment:
Investment in joint venture is measured at deemed cost. However, provision for diminution is

made to recognize a decline, if any, other than temporary, in the carrying value of the
investment.



3.10 Leases

The Indian Accounting Standard (Ind AS) 116 is applicable from FY 2019-20 and it replaces Ind AS
17.

Ind AS 116 requires entity to determine whether a contract is or contains a lease at the inception
of the contract.

Ind AS 116 requires lessee to recognise a liability to make lease payments and an asset
representing the right to use asset during the lease term for all leases except for short term
leases and leases of low-value assets.

Ind AS 116 requires lessee company to determine the lease term as the non-cancellable period of
a lease adjusted with any option to extend or terminate the lease, if the use of such option is
reasonably certain. The Company makes an assessment on the expected lease term on a lease-
by-lease basis and thereby assesses whether it is reasonably certain that any options to extend or
terminate the contract will be exercised. In evaluating the lease term, the Company considers
factors such as costs relating to the termination of the lease and the importance of the
underlying asset to the Company’s operations taking into account the location of the underlying
asset and the availability of suitable alternatives. The lease term in future periods is reassessed to

ensure that the lease term reflects the current economic circumstances.

At the commencement date, Company recognized a Right-Of Use asset measured at cost and a
lease liability measured at the present value of the lease payments that are not paid at that date.
The lease payments are discounted using the interest rate implicit in the lease, if that rate can be
readily determined. If that rate cannot be readily determined, the company has used its
incremental borrowing rate

The cost of the right-of-use asset comprised of, the amount of the initial measurement of the
lease liability, any lease payments made at or before the commencement date, less any lease
incentives received, any initial direct costs incurred by the lessee

At the commencement date, the lease payments included in the measurement of the lease
liability comprise (a) fixed payments less any lease incentives receivable; (b) variable lease
payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date (c) amounts expected to be payable by the company under residual value
guarantees;(d) the exercise price of a purchase option if the company is reasonably certain to
exercise that option and (e) payments of penalties for terminating the lease, if the lease term
reflects the lessee exercising an option to terminate the lease

Depreciation on Right to use asset and impairment losses if any is recognised in Statement of
Profit and Loss. Computed on a straight line basis over the period of lease. Also the company
separately recognises interest on lease liability as a component of finance cost in Statement of
Profit and Loss.



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

Cost of Vehicles and spares comprises cost of purchases and includes taxes and duties. Cost of
inventories also includes all other related costs incurred in bringing the inventories to their
present location and condition.

Net realisable value represents the estimated selling price for inventories less all estimated costs
necessary to make the sale. Cost of obsolete/ slow moving inventories are adequately provided
for.

3.12 Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a
result of a past event or it is probable that the Company will be required to settle the obligation,
and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows (when the effect of the time value of money is material).

Contingent liability is disclosed in case of:

e A present obligation arising out of past events, when it is not probable that there will be an
outflow of resources that will be required to settle the obligation.

e A present obligation arising from past events, when no reliable estimate is possible.

e A possible obligation arising from past events, unless the probability of outflow of resources is
remote.

e Provisions, Contingent liabilities, Contingent assets and commitments are reviewed at each
Balance sheet date.

e Provision for litigation related obligation represents liabilities expected to materialise in respect of
matters in appeal.

3.13 Exceptional Items:

On certain occasions, the size, the type or incidence of an item of expense or income, pertaining to the
ordinary activities of the Company is such that its disclosure improves the understanding of the
performance of the Company, In that event such income or expense is classified as an exceptional item and
accordingly disclosed in notes to the financial statements.

3.14 Fair Value Measurement:

The Company measures financial instruments, at fair value at each balance sheet date.



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. The fair value measurement is based
on the presumption that the transaction to sell the asset or transfer the liability takes place either:

¢ In the principal market for the asset or liability,
or
e Inthe absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would
use when pricing the asset or liability, assuming that market participants act in their economic best
interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximizing the use of relevant observable inputs and minimizing
the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

> Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

> Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

> Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognized in the financial statements on a recurring basis, the Company
determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy as explained above.

3.15 Financial instruments:

Financial assets and financial liabilities are recognised when the Company becomes a party to the
contractual provisions of the instruments.



Financial assets and financial liabilities are initially measured at fair value. 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 (FVTPL) are recognised immediately in profit
or loss.

3.16 Financial assets

All regular purchases or sales of financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or convention in the
marketplace.

3.16.1 Classification of financial assets

Debt instruments that meet the following conditions are subsequently measured at amortised
cost:
e the asset is held within a business model whose objective is to hold assets in order to
collect contractual cash flows; and
e the contractual terms of the instrument give rise on specified dates to cash flows that are
solely payments on principal and interest on the principal amount outstanding.

Debt instruments that meet the following conditions are subsequently measured at FVTOCI:
e the asset is held within a business model whose objective is achieved both by collecting
contractual cash flows and selling financial assets; and
e the contractual terms of the instrument give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding

The Company has determined the classification of debt instruments in terms of whether they
meet amortised cost criteria or the FVTOCI criteria based on the facts and circumstances that
existed as of the transition date. Accordingly, the Company has classified all debt instruments as
of the transition date at amortised cost.

The Company measures its investments in equity instruments of joint venture at cost in
accordance with Ind AS 27. At transition date, the Company had elected to continue with the
carrying value of such investments measured as per the previous GAAP and use such carrying
value as its deemed cost.

All other financial assets are subsequently measured at fair value.

3.16.2 Impairment of financial assets:

A Financial asset is regarded as credit impaired or subject to significant increase in credit risk,
when one or more events that may have a detrimental effect on estimated future cash flows of



the asset have occurred. The Company applies the expected credit loss model for recognising
impairment loss on financial assets (i.e. the shortfall between the contractual cash flows that are
due and all the cash flows (discounted) that the company expects to receive).

3.16.3 De-recognition of 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 neither transfers nor retains
substantially all the risks and rewards of ownership and continues to control the transferred
asset, the Company recognises its retained interest in the asset and an associated liability for
amounts it may have to pay. 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 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 is recognised in the Statement
of profit and loss.

3.17 Financial liabilities and equity instruments

3.17.1 Classification as debt or equity

Equity instruments issued by the Company are classified as equity in accordance with the
substance of the contractual arrangements and the definitions of a financial liability and an
equity instrument.

3.17.2 Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity
after deducting all of its liabilities. Equity instruments issued by a group entity are recognised at
the proceeds received, net of direct issue costs.

Repurchase of the Company's own equity instruments is recognised and deducted directly in
equity. No gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of

the Company's own equity instruments.

3.17.3 Financial liabilities

All financial liabilities are subsequently measured at amortised cost using the effective interest
rate method or at FVTPL.

3.17.3.1 Financial liabilities at FVTPL
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Financial liabilities are classified as at FVTPL when the financial liability is either c is held for
trading or it is designated as at FVTPL.

A financial liability is classified as held for trading if:

e it has been incurred principally for the purpose of repurchasing it in the near term; or

e on initial recognition it is part of a portfolio of identified financial instruments that the
Company manages together and has a recent actual pattern of short-term profit-taking; or

e itis a derivative that is not designated and effective as a hedging instrument.

A financial liability other than a financial liability held for trading, may be designated as at FVTPL

upon initial recognition if:

e such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise;

e the financial liability forms part of a group of financial assets or financial liabilities or both,
which is managed and its performance is evaluated on a fair value basis, in accordance with
the Company’s documented risk management or investment strategy, and information about
the grouping is provided internally on that basis; or

e it forms part of a contract containing one or more embedded derivatives, and Ind AS 109
permits the entire combined contract to be designated as at FVTPL in accordance with Ind AS
109.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on re-
measurement recognised in profit or loss. The net gain or loss recognised in profit or loss
incorporates any interest paid on the financial liability and is included in the ‘Other Income' line
item.

3.17.3.2 Financial liabilities subsequently measured at amortised cost

Financial liabilities that are not held-for-trading and are not designated as at FVTPL are measured
at amortised cost at the end of subsequent accounting periods. The carrying amounts of financial
liabilities that are subsequently measured at amortised cost are determined based on the
effective interest method. Interest expense that is not capitalised as part of costs of an asset is
included in the “Finance Costs” line item.

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments (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 financial liability, or (where appropriate)
a shorter period, to the net carrying amount on initial recognition.

3.18. Critical accounting judgments and key sources of estimation uncertainty:

The preparation of financial statements in conformity with Ind AS requires the Company’s
Management to make judgments, estimates and assumptions about the carrying amounts of
assets and liabilities recognised in the financial statements that are not readily apparent from
other sources. The judgements, estimates and associated assumptions are based on historical



experience and other factors including estimation of effects of uncertain future events that are
considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates (accounted on a prospective basis) and recognised in the period in which
the estimate is revised if the revision affects only that period, or in the period of the revision and
future periods of the revision affects both current and future periods.

The following are the critical judgements and estimations that have been made by the
Management in the process of applying the Company’s accounting policies and that have the
most significant effect on the amounts recognised in the financial statements and/or key sources
of estimation uncertainty at the end of the reporting period that may have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year.

3.18.1 Taxation

Determining of income tax liabilities using tax rates and tax laws that have been enacted or
substantially enacted requires the Management to estimate the level of tax that will be payable
based upon the Company’s/ expert’s interpretation of applicable tax laws, relevant judicial
pronouncements and an estimation of the likely outcome of any open tax assessments including
litigations or closures thereof.

Deferred income tax assets are recognized to the extent that it is probable that future taxable
income will be available against which the deductible temporary differences, unused tax losses,
unabsorbed depreciation and unused tax credits could be utilized.

In respect of other taxes which are in disputes, the Management estimates the level of tax that
will be payable based upon the Company’s/ expert’s interpretation of applicable tax laws,
relevant judicial pronouncements and an estimation of the likely outcome of any open tax
assessments including litigations or closures thereof.

3.18.2 Provisions against receivables

The Management makes judgement based on experience regarding the level of provision
required to account for potentially uncollectible receivables using information available at the
balance sheet date.
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