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NOTES
TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

(Currency : Indian Rupees in Lakhs)

NOTE 22

INDOSTAR

Particulars

For the
year ended
31 March 2019

For the
year ended
31 March 2018

Revenue from operations

Interest income on financial assets measured at amortised cost:

Interest on loans

- Loan portfolio 1,03,596.31 71,650.27
Interest on investments
- Investments in PTCs 825.25 817.80
- Debt instruments 1,568.46 3,589.70
Interest on deposits
- Deposits with banks 355.00 112.25
1,06,345.02 76,170.02
Fees and commission income
- Syndication, advisory & other fees 5,438.50 1,532.32
5,438.50 1,532.32
Net gain on fair value changes
Net gain/(loss) on financial instruments at fair value through profit or
loss
- Investments 4110.21 986.01
Total fair value changes 4,110.21 986.01
Fair value changes:
- Realised 4,024.40 114813
- Unrealised 85.81 (16212)
Total fair value changes 4,110.21 986.01
Gain on derecognition of financial instruments measured at amortised
cost category
- Assignment Income 1,823.00 -
1,823.00 -
Total 1,17,716.73 78,688.35
NOTE 23
Particulars For the For the
year ended year ended

31 March 2019

31 March 2018

Other income

Dividend income - 572
Miscellaneous income - 012
- 5.84

I
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NOTE 24

Particulars

For the
year ended
31 March 2019

For the
year ended
31 March 2018

Finance cost

Interest expense on financial liabilities measured at amortised cost:

Interest expense on borrowings

Loans from banks 24,085.28 13,833.84
Interest On REPO Instruments 37.96 141.77
Other borrowings (including Inter Corporate Deposits) 671.62 153.82
Interest expense on debt securities
Debentures 24,422.93 9,442.69
Commercial paper 6,372.60 8,318.94
Other interest expense
Security deposits - 55.75
Bank charges & other related costs 539.36 607.79
56,129.75 32,554.60
NOTE 25
Particulars For the For the
year ended year ended

31 March 2019

31 March 2018

Finance cost

Impairment on financial instruments at amortised cost

Impairment on loans

Provision for expected credit loss 1,251.72 (945.44)

Debts written off (net of recovery) 665.17 376.40

Impairment on investments

Pass through certificates (94.10) 50.47

Impairment on others

Undrawn loan commitments (206.03) 125.71

Others 14.25 -
1,631.01 (392.86)

—
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NOTE 26

INDOSTAR

Particulars

For the
year ended
31 March 2019

For the
year ended
31 March 2018

Employee Benefits Expenses

Salaries, other allowances and bonus 10,688.14 6,962.68
Gratuity expenses 63.29 52.05
Leave encashment 86.54 43.61
Contribution to provident and other funds 329.24 142.30
Staff welfare expenses 95.31 72.78
Share based payment expense 1,046.25 2,491.24
Employee shared service costs recovered (48.48) (36.18)
12,260.29 9,728.48

NOTE 27
Particulars For the For the
year ended year ended

31 March 2019

31 March 2018

Depreciation

Depreciation of property, plant and equipment 1,482.23 342.21
Amortisation of intangible assets 189.90 105.51
1,672.13 447.72

NOTE 28
Particulars For the For the
year ended year ended

31 March 2019

31 March 2018

Other Expenses

Rent 1,703.10 758.03
Rates & taxes 58.89 82.76
Printing and stationery 128.89 63.23
Travelling & conveyance 552.42 240.43
Advertisement 200.56 918.28
Business Promotion 26.12 32.50
Commission & brokerage 12.67 11.90
Office expenses 2,266.73 562.71
Directors' fees & commission 75.86 72.91
Insurance 178.00 49.81
Communication expenses 45577 15716
Payment to auditors (note below) 62.51 5116
CSR expenses (note below) 2001 174.83
Legal & professional charges 1,081.29 633.63
—
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Particulars For the For the
year ended year ended
31 March 2019 31 March 2018
Loss on sale of fixed assets (net) 18.77 93.97
Membership & subscriptions 10.21 115.45
Other shared service costs recovered (274.53) (71.44)
6,757.37 3,947.32
Payment to auditor includes:
a) as statutory auditors 44.69 35.43
b) as tax auditors 3.27 3.27
c) for certification related matters 7.36 518
d) for other services 719 728
Total 62.51 51.16
Details for expenditure on Corporate Social Responsibility:
a) Gross amount required to be spent during the year 649.08 559.20
b) Amount spent during the year:
- Expenses paid in cash 2001 174.83
- Expenses yet to be paid for - -
Total 200.11 174.83
c) Nature of expenditure:
- Capital expenditure (asset acquisition/creation) - -
- Revenue expenditure 2001 174.83
Total 200.11 174.83
NOTE 29
Income taxes
Tax expense
(a) Amounts recognised in statement of profit and loss
Particulars For the For the
year ended year ended

31 March 2019

31 March 2018

Current tax expense

Current year 9,186.52 12,545.02
9,186.52 12,545.02

Deferred tax expense
Origination and reversal of temporary differences 4,566.54 (1,330.11)
4,566.54 (1,330.11)
Tax expense for the year 13,753.06 11,214.91

162



NOTES
TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

(Currency : Indian Rupees in Lakhs)

(b) Amounts recognised in other comprehensive income

INDOSTAR

Particulars

For the
year ended
31 March 2019

For the
year ended
31 March 2018

Items that will not be reclassified to profit or loss

Remeasurements of the defined benefit liability (asset) 714 119)
714 (1.19)
(c) Reconciliation of effective tax rate
Particulars For the For the
year ended year ended
31 March 2019 31 March 2018
Profit before tax 39,266.18 32,408.93
Statutory income tax rate 34.94% 34.61%
Expected income tax expense 13,721.17 11,216.08
Difference in tax rate due to:
- Effect of non-deductible expenses 37.38 40.60
- Effect of non-taxable income = (1.98)
- Others (5.49) (39.79)
Total tax expense 13,753.06 11,214.91
Effective tax rate 35.03% 34.60%
Current tax 9,186.52 12,545.02
Deferred tax 4,566.54 (1,330.11D)
13,753.06 11,214.91
(d) Movement in deferred tax balances
Particulars As at 31 March 2019
Net Recognised Recognised Net Deferred Deferred tax
balance in profit in OCI deferred tax asset liability
1 April or loss tax asset/
2018 liability
Deferred Tax Assets
Provision for expected credit loss 2,29716 (0.43) - 2,296.73 2,296.73 =
Provision for gratuity 30.33 2112 714 58.59 58.59 =
Provision for leave encashment 2514 30.24 = 55.38 55.38 =
Interest on the NPA Loans not 252.93 (252.93) = = = =
accrued in books
Diminution in value of investments 69.56 (69.56) = = = =
Fair valuation of ESOPS 863.35 = = 863.35 863.35 =
EIR on loans 2,970.62 (1,602.69) = 1,367.93 1,367.93 =
Fair valuation of security deposits 2.38 (2.68) - (0.30) = (0.30)
—
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Particulars As at 31 March 2019
Net Recognised Recognised Net Deferred Deferred tax
balance in profit in OCI deferred tax asset liability
1 April or loss tax asset/
2018 liability
Deferred tax liability
Fixed asset: Impact of difference (15.70) 146.38 - 130.68 130.68 -
between tax depreciation and
depreciation /amortisation charged
for financial reporting year
Goodwill amortisation - (1,311.22) - (1,311.22) - (1,311.22)
Assignment income booked upfront - (637.03) - (637.03) - (637.03)
Borrowing costs unamortised (180.88) (887.74) - (1,068.62) - (1,068.62)
Deferred Tax assets (Liabilities) 6,314.89 (4,566.54) 714 1,755.49 4,772.66 (3,017.17)
(e) Movement in deferred tax balances
Particulars As at 31 March 2018
Net Recognised Recognised Net Deferred Deferred tax
balance in profit in OCI deferred tax asset liability
1 April or loss tax asset/
2017 liability
Deferred Tax Assets
Provision for expected credit loss 2,805.67 (508.51) - 2,29716 2,29716 -
Provision for gratuity 13.75 17.77 119) 30.33 30.33 -
Provision for leave encashment 13.90 n.24 - 2514 2514 -
Interest on the NPA Loans not 320.73 (67.80) - 252.93 252.93 -
accrued in books
Diminution in value of investments - 69.56 - 69.56 69.56 -
Fair valuation of ESOPS - 863.35 - 863.35 863.35 -
EIR on loans 215212 818.50 - 2,970.62 2,970.62 -
Fair valuation of security deposits 0.96 1.42 - 2.38 2.38 -
Deferred tax liability
Fixed asset: Impact of difference (13.05) (2.65) - (15.70) - (15.70)
between tax depreciation and
depreciation /amortisation charged
for financial reporting year
EIR on borrowings (308.12) 127.24 - (180.88) - (180.88)
Deferred Tax assets (Liabilities) 4,985.96 1,330.12 (1.19) 6,314.89 6,511.47 (196.58)
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NOTE 30
Earnings per share (EPS)

INDOSTAR

Basic EPS calculated by dividing the net profit for the year attributable to equity holders by the weighted average
number of equity shares outstanding during the year.

Diluted EPS amounts are calculated by dividing the profit attributable to equity holders (after adjusting profit
impact of dilutive potential equity shares, if any) by the aggregate of weighted average number of equity shares
outstanding during the year and the weighted average number of equity shares that would be issued on conversion
of all the dilutive potential equity shares into equity shares.

Particulars

31 March 2019

For the
year ended
31 March 2018

For the
year ended

i. Profit attributable to equity holders (A)

Profit attributable to equity holders for basic and diluted EPS 25,513.12 21194.02
ii. Weighted average number of equity shares for calculating Basic 9,04,30,065 7.86,47,078
EPS (B)
iii. Weighted average number of equity shares for calculating Diluted 9,23,77,939 8,71,68,302
EPS (C)
iii. Basic earnings per share ) 28.21 26.95
iv. Diluted earnings per share (%) 27.62 24.31

NOTE 31
Financial instruments - Fair values
A. Accounting classification and fair values

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction in the principal (or most advantageous) market at the measurement date under current market
conditions, regardless of whether that price is directly observable or estimated using a valuation technique.

The following table shows the carrying amounts and fair values of financial assets including their levels in the

fair value hierarchy:

Particulars As at 31 March 2019
Carrying amount Fair value

Fair value Fair value Amortised Total Level 1- Level 2 - Level 3 - Total

through through other Cost Quoted price Significant Significant

profit and comprehensive in active observable unobservable

loss income markets inputs inputs
Investments
covered under
Ind AS 109
(a) Investments 30,085.81 - - 30,085.81 30,085.81 - - 30,085.81
in Mutual funds
Total 30,085.81 - - 30,085.81 30,085.81 - - 30,085.81
I
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Particulars As at 31 March 2018
Carrying amount Fair value

Fair value Fair value Amortised Total Level 1- Level 2 - Level 3 - Total

through through other Cost Quoted price Significant Significant

profitand comprehensive in active observable unobservable

loss income markets inputs inputs
Investments
covered under
Ind AS 109
(a) Investments 26,084.33 - - 26,084.33 26,084.33 - - 26,084.33
in Mutual funds
(b) Investments 55,052.27 - - 5505227 55,052.27 - - 5505227
in Bonds
(©) Investment - - 19566.98 19,566.98 - - 19,566.98 19,566.98
in Pass through
certificates
Total 81,136.60 - 19,566.98 1,00,703.58 81,136.60 - 19,566.98 1,00,703.58
Particulars As at 1 April 2017
Carrying amount Fair value
Fair value Fair value Amortised Total Level 1- Level 2 - Level 3 - Total
through through other Cost Quoted price Significant Significant
profit and comprehensive in active observable unobservable
loss income markets inputs inputs

Investments
covered under
Ind AS 109
(a) Investments 9,206.16 - - 9,206.16 9,206.16 - - 9,206.16
in Mutual funds
(b) Investments 399.75 - - 399.75 399.75 - - 399.75
in Equity
instruments
(CCPS)
(©) Investment - - 906933  9,069.33 - - 9,069.33  9,069.33
in Pass through
certificates
Total 9,605.91 - 9,069.33 18,675.24 9,605.91 - 9,069.33 18,675.24

The management has assessed that the carrying amounts of cash and cash equivalents, loans carried at amortised
cost, investments in pass-through-certificates, other financial assets, trade payables, borrowings, bank overdrafts
and other current liabilities are a reasonable approximation to their fair value.

B. Fair value hierarchy

Ind AS 107, ‘Financial Instrument - Disclosure’ requires classification of the valuation method of financial
instruments measured at fair value in the Balance Sheet, using a three level fair-value-hierarchy (which reflects
the significance of inputs used in the measurements). The hierarchy gives the highest priority to un-adjusted
quoted prices in active markets for identical assets or liabilities (Level T measurements) and lowest priority to
unobservable inputs (Level 3 measurements). The three levels of the fair-value-hierarchy under Ind AS 107 are
described below:

Level 1. Level 1 hierarchy includes financial instruments measured using quoted prices.
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Level 2: The fair value of financial instruments that are not traded in an active market is determined using
valuation technigues which maximise the use of observable market data and place limited reliance on entity
specific estimates. If all significant inputs required to fair value an instrument are observable, the instrument
is included in level 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is
included in level. This is the case for unlisted equity securities included in level 3.

Financial risk management

The Company has exposure to the following risks from financial instruments:
(a) creditrisk;

(b) liguidity risk;

(¢) market risks; and

(d) operational risk.

The Company’s Board of Directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework. The Board of Directors has established the Risk Management
Committee, which is responsible for developing, implementing and monitoring Company’s risk management
policies.

The Company’s risk management policies are established to identify and analyse the risks faced by the
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. The risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the
Company’s activities. The Company, through its training and management standards and procedures, aims to
develop a disciplined and constructive control environment in which all employees understand their roles and
obligations.

The Audit Committee oversees how management monitors compliance with the Company’s risk management
policies and procedures, and reviews the adequacy of the risk management framework in relation to the risks
faced by the Company. The Audit Committee is assisted in its oversight role by Internal Audit. Internal Audit
undertakes regular reviews of risk management controls and procedures. The observations, management
action plans and adherence to those action plans are reported to Audit Committee from time to time.

(A) Credit risk

Credit risk’ is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Company’s loans and
advances to customers and investment debt securities.

Management of credit risk

The Company has put in place well defined product programs with credit policy parameters defining
the credit appetite for each product. The credit policy gets administered through credit underwriting
managers for each product across branches. In order to retain the independence of the credit function,
functional reporting of the credit managers is separated from sales. The Company has put in place
review mechanisms to identify and measure credit risk arising out of customer acceptance as well as
credit behaviour. Further, collections teams are responsible for managing credit impaired customers with
usage of appropriate tools including negotiations, legal actions and recovery proceedings. The Company
has put in place a collections policy defining the role and responsibilities of collections function. The
Company has also put in place mechanisms to identify Early Warning Signals (EWS) and take appropriate
actions to address the concerns arising out of EWS.

Write off policy

Financial assets are written off either partially or in their entirety only when the Company has stopped
pursuing the recovery. Any subsequent recoveries are credited to impairment on financial instrument in
statement of profit and loss.
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Credit quality analysis
The Company’s policies for computation of expected credit loss are set out below:

(a)

(b)

ECL on loans and advances
ECL is computed for loans and investments portfolio of the Company.

The loans and advances portfolio comprises of the following:
(i) Corporate lending

(i) Small and medium enterprises lending (SME)

(iii) Commercial vehicle lending

Investments measured at amortised cost is subjected to ECL (for example, pass through certificates)

Staging criteria

Following staging criteria is used for Loans and investments :
(i) standard and O - 30 days past due (DPD) as stage T;

(ii) 31- 90 DPD as Stage II; and

(iii) outstanding > 90 DPD as stage |ll.

Probability of Default (PD%)
The 12 month PD% is computed as follows..

In the case of Corporate lending and SME lending portfolio, the PD% is computed based on average
percentage of PD for past financial years namely 2013-14, 2014-15 , 2015-16, 2016-17 and 2017-18.

In the case of Commercial Vehicle lending, the PD% is computed on the basis of available credit
bureau scores and empirically observed default rates against clustered score ranges.

Loss Given Default (LGD%)

LGD has been applied on the basis of past observable trend of recoveries from the defaulted
assets.

The following factors have been considered for computation of LGD:
(i) Time to recovery - Time taken to recover the dues

(i) Amount recovered - Amount recovered against total dues (including interest accrued thereon
along with any charges due)

Exposure at Default (EAD)

The current outstanding balance of loans as on 3lst March 2019, 31st March 2018 and 1st April 2017
are considered for ECL computation purpose.

Undrawn exposure

In case of ECL on Undrawn exposure , the EAD is computed after considering Credit Conversion
Factor (CCF) of 50% (Percentage as prescribed by RBI) and 12 month ECL is computed for all
undrawn commitments pertaining to stage 1 assets considering PD% and LGD% of the respective
categories of loans and advances.
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INDOSTAR

The table below shows the credit quality and the maximum exposure to credit risk based on year-end stage
classification. The amounts presented are gross of impairment allowances.

Particulars 31 March 2019

Stage 1 Stage 2 Stage 3 Total
Financial assets measured at amortised cost
Loans 9,30,150.03 88,134.78 27,70613 10,45,990.94
Investments = = = =
Total 9,30,150.03 88,134.78 27,706.13 10,45,990.94
Particulars 31 March 2018

Stage 1 Stage 2 Stage 3 Total
Financial assets measured at amortised cost
Loans 5,78,995.31 4,466.24 9,43214 5,92,893.69
Investments 19,661.08 - - 19,661.08
Total 5,98,656.39 4,466.24 9,432.14  6,12,554.77
Particulars 1 April 2017

Stage 1 Stage 2 Stage 3 Total
Financial assets measured at amortised cost
Loans 4,93,648.70 979.20 19,618.43 514,246.33
Investments 9N2.97 - - 9N2.97
Total 5,02,761.67 979.20 19,618.43 5,23,359.30

An analysis of changes in the gross carrying amount and the corresponding ECL allowances in relation to loans and advances and
investment debt securities is as follows:

2018-19 2017-18
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Gross carrying 5,98,656.39 4,466.24 943214 6,12,554.77 5,02,761.67 979.20 19,61843  523,359.30
amount opening
balance
New assets 7,79,44598  59,444.50 21,665.91 8,60,556.39 5,55,124.76 = = 5,55,124.76
originated or
purchased*
Assets (47,717.51) (1,378.08)  (7,359.46) (4,26,455.05) | (4,52,950.23) (519.68) (12,082.98) (4,65,552.89)
derecognised or
repaid (excluding
write offs)
Transfers to 389.71 (389.71) - - - - - -
stage 1
Transfers to (27,420.24) 27,559.60 (139.36) = (4,466.24) 4,466.24 = =
stage 2
Transfers to (3,095.92) (1,41713) 4,513.05 - (1,632.30) (459.52) 2,091.82 -
stage 3
Amounts written (108.38) (150.64) (406.15) (66517) (181.27) = (195.13) (376.40)
off (net of
recovery)
Gross carrying 9,30,150.03  88,134.78 27,706.13 10,45,990.94 5,98,656.39 4,466.24 9,432.14 6,12,554.77
amount closing
balance
* includes amount of business loans acquired on account of business combination
I
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Reconciliation of ECL balance is given below:

2018-19

2017-18

Stage 1

Stage 2

Stage 3

Total

Stage 1

Stage 2

Stage 3

Total

ECL allowance -
opening balance

4,366.98

206.59

3,463.85

8,037.42

4,872.26

63.19

3,995.98

8,931.43

New assets
originated or
purchased*

22,309.46

5,740.02

9,565.80

37,615.28

29,077.85

29,077.85

Assets
derecognised
or repaid
(excluding
write offs)

(17,29310)

(47.02)

(2,239.53)

(19,579.65)

(28,830.34)

(24.04)

(978.37)

(29,832.75)

Changes to
models and
inputs used

767.64

(16.13)

(646.70)

104.81

(727.08)

(17.90)

576

(739.22)

Transfers to
stage 1

16.62

(16.62) =

Transfers to
stage 2

(67.70)

106.54

(38.84)

(18.29)

18.29

Transfers to
stage 3

14.74)

(60.43)

7517

(6.68)

(21.25)

27.93

Impact on
year end ECL
of exposures
transferred
between
stages during
the year

(15.13)

419.17

1,218.46

1,622.50

188.30

457.87

646.17

Amounts
written
off (net of
recovery)

(0.80)

(6.42)

(113.19)

(120.41)

(0.74)

(45.32)

(46.06)

ECL allowance -
closing balance

10,069.23

6,325.70

11,285.02

27,679.95

4,366.98

206.59

3,463.85

8,037.42

* includes amount of ECL on business loans acquired on account of business combination

(B) Liquidity risk

170

Liquidity risk is defined as the risk that the Company will encounter difficulty in meeting obligations
associated with financial liabilities that are settled by delivering cash or another financial asset. Liquidity
risk arises because of the possibility that the Company might be unable to meet its payment obligations
when they fall due as a result of mismatches in the timing of the cash flows under both normal and stress
circumstances.

Such scenarios could occur when funding needed for illiquid asset positions is not available to the
Company on acceptable terms. To limit this risk, management has arranged for diversified funding sources
and has adopted a policy of managing assets with liquidity in mind and monitoring future cash flows and
liquidity on regular basis. The Company has developed internal control processes and contingency plans
for managing liquidity risk. This incorporates an assessment of expected cash flows and the availability
of cash, cash equivalents and high grade collateral which could be used to secure additional funding if
required.
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The Company maintains a portfolio of highly marketable and diverse assets that are assumed to be easily
liguidated in the event of an unforeseen interruption in cash flow. The Company also has committed lines
of credit that it can access to meet liquidity needs. In accordance with the Company’s policy, the liquidity
position is assessed under a variety of scenarios, giving due consideration to stress factors relating to
both the market in general and specifically to the Company.

Maturity profile of undiscounted cash flows for financial liabilities as on balance sheet date have been

provided below:

As on 31 March 2019

Particulars Less than 3 3 to 12 months 1to 5 years Over 5 years Total
months

Financial Liabilities

Trade payables 1,531.98 - - - 1,531.98

Debt securities 48,577.85 1,26,041.48 2,46,814.48 = 4,21,433.81

Borrowings (other than 1,02,955.34 2,56,016.19 2,58,720.44 508.57 6,18,200.54

debt securities)

Other financial liabilities 19,198.62 = = = 19,198.62

Total 1,72,263.79 3,82,057.67 5,05,534.92 508.57 10,60,364.95

As on 31 March 2018

Particulars Less than 3 3 to 12 months 1to 5 years Over 5 years Total
months

Financial Liabilities

Trade payables 897.06 - - - 897.06

Debt securities 1,22,438.86 58,116.65 89,893.78 1,671.00 2,72,120.29

Borrowings (other than 69,151.83 60,797.65 1,27,963.59 1175.00 2,59,088.07

debt securities)

Other financial liabilities 19,889.01 - - - 19,889.01

Total 2,12,376.76 1,18,914.30 2,17,857.37 2,846.00 5,51,994.43

As on 1 April 2017

Particulars Less than 3 3 to 12 months 1to 5 years Over 5 years Total
months

Financial Liabilities

Trade payables 422.68 - - - 422.68

Debt securities 60,545.61 40,209.29 1,08,757.81 1,842.00 21,354.71

Borrowings (other than 23,294.68 46,945.76 110,075.07 - 1,80,315.51

debt securities)

Other financial liabilities 7,607.07 - - - 7,607.07

Total 91,870.04 87,155.05 2,18,832.88 1,842.00 3,99,699.97

(C) Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to
changes in market variables such as interest rates. The Company primarily deploy funds in bank deposits
and liquid debt securities as a part of its liquidity management approach. The Company regularly reviews
its average borrowing/lending cost including proportion of fixed and floating rate borrowings/loans so

as to manage the impact of changes in interest rates.
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(D)

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows
or the fair values of financial instruments. The Board has established limits on the interest rate gaps for
stipulated periods. The Company monitors on a regular basis to ensure positions are maintained within
the established limits.

Operational and business risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events.
When controls fail to operate effectively, operational risks can cause damage to reputation, have legal or
regulatory implications, or lead to financial loss. The Company cannot expect to eliminate all operational
risks, but it endeavours to manage these risks through a control framework and by monitoring and
responding to potential risks. Controls include maker-checker controls, effective segregation of duties,
access, authorisation and reconciliation procedures, staff education and assessment processes, such as
the use of internal audit.

Capital Disclosure

The Company maintains adequate capital to cover risks inherent in the business and is meeting the capital
adequacy requirements of our regulator, Reserve Bank of India (RBI). The adequacy of the Company’s
capital is monitored using, among other measures, the regulations issued by RBI.

Company has complied in full with all its externally imposed capital requirements over the reported
period.

The primary objectives of the Company’s capital management policy are to ensure that the Company
complies with externally imposed capital requirements and maintains strong credit ratings and healthy
capital ratios in order to support its business and to maximise shareholder value.

The Company maintains its capital structure in line with economic conditions and the risk characteristics
of its activities. The Company has adopted a dividend distribution policy and the Board reviews the
capital position on a regular basis.

Particulars As at As at As at

31 March 2019 31 March 2018 1 April 2017
CRAR - Tier | capital (%) 21.7% 26.6% 321%
CRAR - Tier Il capital (%) 2.3% 0.6% 0.9%
CRAR (%) 24.0% 27.2% 33.0%
NOTE 32

Related Party Disclosures, as required by Indian Accounting Standard 24 (Ind AS 24) are
given below:
a) Relationships
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Holding Company
Indostar Capital (Mauritius)

Subsidiary Company
IndoStar Asset Advisory Private Limited
IndoStar Home Finance Private Limited
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Names of other related parties with whom the Company had transactions during the year:

Key Managerial Personnel

R. Sridhar - Executive Vice-Chairman & CEO

Vimal Bhandari - Executive Director (till 30 April 2017)

Shailesh Shirali - Wholetime Director (till 28 January 2018)

Bobby Parikh - Non-Executive Independent Director

Ravi Narain - Non-Executive Independent Director (till 9th January 2018)
Eric Schwartz - Non-Executive Independent Director (till 5 February 2018)
D. Sivanandhan - Non-Executive Independent Director (till 5 February 2018)

Dinesh Kumar Mehrotra - Non-Executive Independent Director (from 5 February 2018)

Hemant Kaul - Non-Executive Independent Director (from 5 February 2018)
Naina Krishna Murthy - Non-Executive Independent Director (from 5 February 2018)

B) Transactions with Key Management Personnel :

Particulars For the For the
year ended year ended

31 March 2019 31 March 2018

1. Short-term employee benefits 550.00 501.90
2. Commission and sitting fees to Non-Executive Independent Directors 75.86 62.91
3. Reimbursement of expenses 0.10 4.87
4. Investment in share capital (including securities premium) = 1,000.00
5. Dividend Paid 317 -

Compensation of the Company’s’ key managerial personnel includes salaries, non-cash benefits and

contributions to post-employment defined benefit plan.

c) Transactions other than those with key management personnel :

Particulars Subsidiary
Companies

1. Reimbursement of expenses 2019 460.79
2018 107.62

2. Advances given (net) 2019 -
2018 29.55

3. Investment in subsidiary 2019 14,000.00
2018 5,000.00

4. Loan given to subsidiary (net) 2019 33,500.00
2018 -

5. Interest income on loan to subsidiary 2019 1,978.90
2018 -

I
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d) The related party balances outstanding at year end are as follows:

Particulars Holding Subsidiary
Company Companies
1. Investment in share capital 2019 68,372.50 -
(including securities premium) 2018 92,433.43 -
2017 92,433.43 -
2. Investment in subsidiary 2019 - 20,073.29
2018 - 6,001.00
2017 - 1,001.00
3. Reimbursement of expenses 2019 - 408.52
2018 - 145.70
2017 - 56.64
4. Advances given (net) 2019 - -
2018 - 29.55
2017 - -
5.  Loans outstanding 2019 - 34,900.05
(including interest accrued) 2018 - -
2017 - -
NOTE 33

Set out below is the disaggregation of the revenue from contracts with customers
Particulars For the For the
year ended year ended

31 March 2019 31 March 2018

Type of Services or service

Syndication, advisory & other fees 5,438.50 1,532.32

Total revenue from contracts with customers 5,438.50 1,532.32

Geographical markets

India 5,438.50 1,532.32
Outside India - -
Total revenue from contracts with customers 5,438.50 1,5632.32

Timing of revenue recognition

Services transferred at a point in time 5,438.50 1,532.32

Services transferred over time = -

Total revenue from contracts with customers 5,438.50 1,532.32
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NOTE 34
Contingent liabilities and Commitments

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

Contingent liabilities
Corporate guarantee given by Company to banks 5,972.06 7665.24 6,290.80

Capital commitments:

Estimated amount of contracts remaining to be executed - 1160.02 -
on capital account

Amount uncalled on partly paid up shares of subsidiary - 500.00 -
Loans sanctioned not yet disbursed 1,08,233.79 85,087.58 31,244.05

In February 2019, the honorable Supreme Court of India in its judgment clarified that certain special allowances
should be considered to measure obligations under Employees’ Provident Funds and Miscellaneous Provisions
Act, 1952 (the PF Act). There are interpretative challenges on the application of judgment retrospectively and as
such same has not been considered as contingent liability.

NOTE 35

Leases
In case of assets taken on lease

The Company has taken various office premises under operating lease. The lease payments recognised in the
statement of profit & loss are ¥ 1,703.10 Lakhs (March 2018: X 758.03 Lakhs) . The Company is not involved in any
sub leases contracts.

The future minimum lease payments in respect of non-cancellable operating lease as at the balance sheet date
are summarised below :

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

Minimum Lease Payments:

Not later than one year 1,332.62 83810 522.70

Later than one year but not later than five years 2,734.08 2,714.42 1,691.10

Later than five years - - -
NOTE 36

Dues to Micro, Small and Medium enterprises as per MSMED Act, 2006

There are no amounts that need to be disclosed in accordance with the Micro Small and Medium Enterprise
Development Act, 2006 (the ‘'MSMED’) pertaining to micro or small enterprises, as no supplier has intimated the
Company about its status as micro or small enterprises or its registration with the appropriate authority under
MSMED.

Particulars As at As at
31 March 2019 31 March 2018

a. Principal and interest amount remaining unpaid = -

b. Interest due thereon remaining unpaid = -
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Particulars

As at
31 March 2019

As at
31 March 2018

Interest paid by the Company in terms of Section 16 of the Micro,
Small and Medium Enterprises Development Act, 2006, along
with the amount of the payment made to the supplier beyond the
appointed day

d. Interest due and payable for the period of delay in making payment = -
(which have been paid but beyond the appointed day during the
period) but without adding interest specified under the Micro, Small
and Medium Enterprises Act,2006)
e. Interest accrued and remaining unpaid = -
f. Interest remaining due and payable even in the succeeding years, = -
until such date when the interest dues as above are actually paid to
the small enterprises
NOTE 37

Gratuity and other post-employment benefit plans:

The Company has an funded defined benefit gratuity plan. Every employee who has completed five years or more
of service is eligible for a gratuity on separation at 15 days basic salary (last drawn salary) for each completed year

of service.

Based on Ind AS 19 ‘Employee Benefits’ notified under Section 133 of the Companies Act 2013, read together with
paragraph 7 of the Companies (Accounts) Rules, 2014 and the Companies (Accounting Standards) Amendment
Rules, 2016, the following disclosures have been made as required by the standard:

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

A. Amount recognised in the balance sheet

Present value of the obligation as at the end of the year 396.83 93.95 65.87

Fair value of plan assets as at the end of the year 3.35 310 26.13

Net (asset) / liability to be recognised in the balance 393.48 90.85 39.74

sheet

B. Change in projected benefit obligation

Projected benefit of obligation at the beginning of the 93.95 65.87 51.87

year

Current service cost 58.68 31.76 14.30

Past service cost = 18.09 -

Interest cost 6.79 4.20 3.89

Benefits paid (7.08) (22.39) (12.49)

Addition on account of business combination 226.00 - -

Actuarial (gain) / loss on obligation 18.49 (3.58) 8.30

Projected benefit obligation at the end of the year 396.83 93.95 65.87
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Particulars As at As at As at
31 March 2019 31 March 2018 1 April 2017
C. Change in plan assets
Fair value of plan assets at the beginning of the year 310 2613 33.43
Return on plan assets 218 2.00 3.01
Actuarial gain/(loss) 1.93) (013) (0.31)
Benefits paid - (24.90) (10.00)
Fair value of plan assets at the end of the year 3.35 3.10 26.13
D. Amount recognised in the statement of profit and loss
Current service cost 58.68 31.76
Past service cost and loss/(gain) on curtailments and - 18.09
settlement
Net interest cost 4.61 2.20
Expenses recognised in the statement of profit and loss 63.29 52.05
E. Amount recognised in other comprehensive income
Actuarial (gains) / loss
- change in financial assumption (1.32) 2.9
- experience variation 19.81 (0.66)
Return on plan assets, excluding amount recognised in 1.93 013
net interest expense
20.42 (3.44)
Particulars As at As at As at
31 March 2019 31 March 2018 1 April 2017
F. Assumptions used
Discount rate 7.60% 7.50% 710%
Salary growth rate 6.00% 6.00% 6.00%

Withdrawal rate

10% at younger

ages reducing

to 6% at older
ages

10% at younger

ages reducing

to 6% at older
ages

10% at younger

ages reducing

to 6% at older
ages

G. Sensitivity analysis

Reasonably possible changes at the reporting date to one of the relevant actuarial assumptions, holding other
assumptions constant, would have affected the defined benefit obligation by the amounts shown below.

Particulars As at 31 March 2019 As at 31 March 2018
Increase Decrease Increase Decrease
Discount rate (0.5% movement) 164.46 177.63 90.51 97.61
Salary growth rate (0.5% movement) 175.34 166.42 95.84 9215
Withdrawal rate (10% movement) 171.35 170.08 94.90 92.86
—
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H. Other information :

1. Plans assets comprises 100% of Insurance funds
2. The expected contribution for the next year is X 76.14 Lakhs.

3. The average outstanding term of the obligations as at valuation date is 8.68 years.

NOTE 38

Employee stock option plans

The Company provides share-based employee benefits to the employees of the Company and Subsidiary
Company. The relevant details of the schemes and the grant are as below.

A. Description of share-based payment arrangements
As at 31 March 2019, the Company has the following share-based payment arrangements:

Share option plans (equity settled)

According to the Schemes, the employee selected by the Nomination and remuneration committee from time
to time will be entitled to options, subject to satisfaction of the prescribed vesting conditions. The contractual
life (comprising the vesting period and the exercise period) of options granted is 5 years.

I. Details of the ESOS

Particulars ESOP Plan ESOP Plan ESOP Plan ESOP Plan ESOP Plan
2012 2016 2016 - 11 2017 2018

Date of Shareholder's 30-Jul-12 9-May-16 17-Oct-16 28-Apr-17 15-Dec-17

Approval

Total Number of Options 15,00,000 27,00,000 30,00,000 20,00,000 60,00,000

approved

Vesting Requirements

Vesting Criteria is specified for each Option Holder by the Nomination and
Remuneration Committee at the time of grant of Options.

The Pricing Formula

Options can be Exercised at any of the following Exercise Price, as may be
determined by the NRC at its sole discretion at the time of grant of Options:(i)
Fair Market Value rounded to the nearest rupee; or(ii) Market Price rounded to
the nearest rupee; or(iii) such price as may be determined by the NRC. However,
the Exercise Price shall not be less than the Fair Market Value of the Shares.

Maximum term of Options
granted (years)

Options granted under the ESOP Plans would vest not less than 1 (one) year and
not more than 5 (five) years from the date of grant of Options. Options shall be
capable of being exercised within a period of 4 years from the Date of Vesting.

Method of Settlement Equity
Source of shares Primary
Variation in terms of ESOP NA

Method used for accounting
of options

Fair Value Method
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Particulars ESOP Plan ESOP Plan ESOP Plan ESOP Plan ESOP Plan
2012 2016 2016 - 11 2017 2018
No. of No. of No. of No. of No. of
Options Options Options Options Options
No. of Options Outstanding at the 14,95,294 26,99,777 29,93,000 19,91,000 15,31,500
beginning of the year
Options Granted during the year - - - - 25,000
Options Forfeited / Lapsed during 1,25,200 1,45,000 2,35,500 1,62,000 1,20,500
the year
Options Exercised during the year 11,01,894 41,500 1,97,000 - -
Number of options Outstanding at 2,68,200 2513277 25,60,500 18,29,000 14,36,000
the end of the year
Number of Options exercisable at 1,36,300 222,277 5,95,100 - -
the end of the year
The weighted average market price 505.33 461,97 472.50 - -
of shares exercised during the year
ended 31 March 2019
Option Movement during the year ended Mar 2018
Particulars ESOP Plan ESOP Plan ESOP Plan ESOP Plan ESOP Plan
2012 2016 2016 - 11 2017 2018
No. of No. of No. of No. of No. of
Options Options Options Options Options
No. of Options Outstanding at the 14,90,784 24.00,777 2747000 - -
beginning of the year
Options Granted during the year 7,500 3,29,000 2,62,000 19,98,500 15,48,500
Options Forfeited / Lapsed during 2,990 30,000 16,000 7,500 17,000
the year
Options Exercised during the year - - - - -
Number of options Outstanding at 14,95,294 26,99,777 29,93,000 19,91,000 15,31,500
the end of the year
Number of Options exercisable at 10,50,994 22,39,277 2,73,700 - -
the end of the year
The weighted average market price - - - - -
of shares exercised during the year
ended 31 March 2018
I
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Ill. Weighted Average remaining contractual life

Particulars ESOP Plan 2012 ESOP Plan 2016 ESOP Plan 2016 -1l ESOP Plan 2017 ESOP Plan 2018
Range of Exercise Price 140.00 - 43700 225.00 - 437.00 255.00 - 43700 315.00 - 43700 428.05 - 43700
R per share)

No. of Options Outstanding as on 2,68,200 253,277 25,60,500 18,29,000 14,23,000

31 March 2019

Contractual Life (in years) 329 262 487 7.06 763

IV. Method and Assumptions used to estimate the fair value of options granted:
The fair value has been calculated using the Black Scholes Option Pricing model.

The Assumptions used in the model are a.s follows:

Variables ESOP Plan ESOP Plan ESOP Plan ESOP Plan ESOP Plan
2012 2016 2016 - 11 2017 2018

Risk Free Interest Rate 7.4%-8.0% 7.4% 7.4% 7.4% 7.4%

Weighted average expected life 1.81 2.45 4.09 6.00 6.39

(in years)

Expected Volatility 41.0%-581%  41.0%-44.0% 41.0%-44.0% 41.0%-43.0% 34.9%-41.0%

Dividend Yield 0.5% 0.5% 0.5% 0.5% 0.5%

Weighted average exercise price 199.07 240.22 26724 349.80 430.05

X per share)

V. Effect of share-based payment transactions on the entity’s Profit or Loss for the period:

Particulars 31-Mar-19 31-Mar-18

Employee share based expense (%) 1,046 2,491

Total ESOS reserve outstanding at the end of the period (%) 6,698 5,585
I
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NOTE 40

Business Combination
A. Brief of the Transaction:

The Company had entered into an agreement with India Infoline Finance Limited (lIFL), an Non-Banking
Financial Company for acquisition of specified assets and liabilities of commercial vehicle segment

for a total purchase consideration of I 2,41,473.00 Lakhs ,

INDOSTAR

which was completed on 31st March 2019.

This acquisition enables the Company to almost double (go-to-market) infrastructure and provide a strong base
for growth of the vehicle finance business.

B. Details of Assets acquired and liabilities assumed
Sr No Particulars Amount
Assets
(i Loans (incl. Interest accrued) (net of ECL) 2,09,283.57
(i) Other assets 2,522.74
(A) 2,11,806.31
Liabilities
O Other liabilities 352.00
(B) 352.00
Net assets acquired (A)-(B) 2,11,454.31
C. Computation of Goodwill
Particulars Amount
Transfer Consideration
- Cash consideration 2,41,473.00
Net assets acquired (A)-(B) 211,454 .31
Goodwill (Excess of net assets) 30,018.69
Entire recognised goodwill is tax-deductible under the current tax regulations.
D. Details for receivables acquired under the transaction
The details of receivables acquired under the transaction are as follows:
Particulars Fair value Gross Expected
Contractual credit loss
Amount
Loans acquired 2,25,406.33  2,69,806.08 20,199.53
NOTE 41

Changes in financing liabilities
The Company does not have any financing activities which affects the capital and asset structure of the
Company without the use of cash and cash equivalents.
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NOTE 42

Explanation of transition to Ind AS:

These are the Company’s first financial statements prepared in accordance with Ind AS. For the year ended
31 March 2018, the Company had prepared its financial statements in accordance with Companies (Accounting
Standards) Rules, 2006, notified under Section 133 of the Act and other relevant provisions of the Act (‘previous
GAAP).

The financial statements for the current year have been prepared under Ind AS.

The accounting policies set out in note 2 have been applied in preparing these financial statements for the year
ended 31 March 2019 including the comparative information and in the preparation of an opening Ind AS balance
sheet at 1 April 2017 (the “transition date”).

In preparing opening Ind AS balance sheet and in presenting the comparative information, the Company has
adjusted amounts reported in financial statements prepared in accordance with previous GAAP. An explanation of
how the transition from previous GAAP to Ind AS has affected the financial performance, cash flows and financial
position is set out in the following tables and the notes that accompany the tables.

Optional exemptions availed and mandatory exceptions

In preparing the first Ind AS financial statements, the Company has applied the below mentioned optional
exemptions and mandatory exceptions.

A. Optional exemptions availed
1.  Property, plant and equipment and Intangible assets

The Company has availed the exemption available under Ind AS 101 to continue the carrying value for all
of its property, plant and equipment and intangibles as recognised in the financial statements as at the
date of transition to Ind AS, measured as per the previous GAAP and use that as its deemed cost as at
the date of transition (1 April 2017).

2. Deemed cost for investment in subsidiaries

The Company has elected to continue with the carrying value of its investments in subsidiaries as
recognised in the financial statements as at the date of transition to Ind AS. Accordingly, the Company
has measured all its investments in subsidiaries at their previous GAAP carrying value.

B. Mandatory Exceptions
1. Estimates

On assessment of the estimates made under the previous GAAP financial statements, the Company
has concluded that there is no necessity to revise the estimates under Ind AS, as there is no objective
evidence of an error in those estimates. However, estimates that were required under Ind AS but not
required under previous GAAP are made by the Company for the relevant reporting dates reflecting
conditions existing as at that date. Key estimates considered in preparation of the financial statements
that were not required under the previous GAAP are listed below:

- Determination of the discounted value for financial instruments carried are amortised cost.
- Impairment of financial assets based on the expected credit loss model.

2. Classification and measurement of financial assets

As permitted under Ind AS 101, Company has determined the classification of financial assets based
on facts and circumstances that exist on the date of transition. In line with Ind AS 101, measurement of
financial assets accounted at amortised cost has been done retrospectively except where the same is
impracticable.

3. Employee Stock Option Plans:

The Company has availed the exemption under Ind AS 101 for the options which have been issued and
the vesting period has expired prior to date of transition.
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Reconciliation of net worth as per previous GAAP and that computed under Ind AS

INDOSTAR

Particulars As on As on
1 April 2017 31 March 2018
Net worth under previous GAAP 1,90,041.56 2,14,599.32
Summary of Ind AS adjustments
Provision for expected credit loss on financial assets (4,845.98) (3,574.22)
Effective interest rate adjustment on loans and advances (5,014.37) (7152.35)
Fair valuation of security deposit (2.78) (6.87)
Marked-to-market gain/(loss) on financial instruments - (201.00)
Effective interest rate adjustment on borrowings 29712 185.38
Provision for gratuity - (3.22)
Deferred tax on Ind AS 3,237.28 4,553.30
Total Ind AS adjustments (6,328.73) (6,198.98)
Net worth under Ind AS 1,83,712.83 2,08,400.34
Reconciliation of total comprehensive income as per previous GAAP and that computed under Ind AS
Particulars As on
31 March 2018
Profits as per previous GAAP 23,557.76
Summary of Ind AS adjustments
In the statement of profit and loss:
Provision for expected credit loss on financial assets 1,271.76
Effective interest rate adjustment on loans and advances (2137.98)
Fair valuation of security deposit (4.09)
Marked-to-market gain/(loss) on financial instruments (201.00)
Effective interest rate adjustment on borrowings m.74)
Provision for gratuity (3.22)
Fair valuation of employee stock options (2,491.24)
Deferred tax on above Ind AS adjustments 1,316.02
Total Ind AS adjustments (2,361.49)
Total comprehensive income as per Ind AS 21,196.27
I
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NOTE 43
Asset liability management
Particulars 1day to Over one Over 2 Over 3 Over 6 Over 1 Over 3 Over 5
30/31 month to 2 months months months to yearto3 yearsto5 years
days (one months upto 3 upto 6 1year years years
month) months months
Liabilities:
Borrowings from 15,897.73 9,787.68 13,361.03 28,315.56 4783463 16148725 59,786.73 503.90
banks
Market borrowings 2570233  33064.85 34,08599 12227551 13052619 144,330.65 63,519.59 -
Assets:
Loans & advances 26,983.21 16,985.19 16,516.52 5523836  141,456.37 4,62,553.23 1,51,013.41  1,47564.70
Investments 30,085.81 - . - . - - 2007329

In addition to the investments shown in the table above, the Company also has cash & equivalents and undrawn
funding lines as under:

1,04,837.72
3,558.59

- Cash & Cash Equivalents (refer note 3)

- Bank balances other than cash and cash equivalents
(refer note 4)

Undrawn funding lines
Total

68,430.00
1,76,826.31

NOTE 44
Exposure to real Estate Sector

As at
31 March 2019

As at
31 March 2018

As at
1 April 2017

Particulars

Direct exposure

i. Residential Mortgages

Lending fully secured by mortgages on residential 1,29,493.18 1,04,059.47 43,565.67
property that is or will be occupied by the
borrower or that is rented; (Individual housing

loans up to ¥ 15 lakhs may be shown separately)

ii. Commercial Real Estate

Lending secured by mortgages on commercial 4,03,224.88 3,02,995.61 2,07104.04
real estate’s (office buildings, retail space,
A multipurpose commercial premises, multi-family
residential buildings, multi-tenanted commercial
premises, industrial or warehouse space, hotels,
land acquisition, development and construction,
etc.). Exposure would also include non-fund

based (NFB) limits;

iii. Investments in Mortgage Backed Securities
(MBS) and other securitised exposures

- Residential

Nil

Nil

Nil

- Commercial Real Estate

Nil

Nil

Nil
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Particulars

As at
31 March 2019

As at
31 March 2018

As at
1 April 2017

Indirect Exposure

B Fund based and non-fund based exposures
on National Housing Bank (NHB) and Housing
Finance Companies (HFCs)

54,972.35

6,000.00

1,000.00

NOTE 45
Exposure to capital market

Particulars

As at
31 March 2019

As at
31 March 2018

As at
1 April 2017

1 Direct investment in equity shares, convertible bonds,
convertible debentures and units of equity-oriented
mutual funds the corpus of which is not exclusively
invested in corporate debt;

2 Advances against shares / bonds / debentures or
other securities or on clean basis to individuals
for investment in shares (including IPOs / ESOPs),
convertible bonds, convertible debentures, and units of
equity-oriented mutual funds;

3 Advances for any other purposes where shares or
convertible bonds or convertible debentures or units
of equity oriented mutual funds are taken as primary
security;

19,000.00

55,410.00

18,000.00

4 Advances for any other purposes to the extent secured
by the collateral security of shares or convertible bonds
or convertible debentures or units of equity oriented
mutual funds i.e. where the primary security other than
shares / convertible bonds / convertible debentures
/ units of equity oriented mutual funds 'does not fully
cover the advances;

5  Secured and unsecured advances to stockbrokers
and guarantees issued on behalf of stockbrokers and
market makers;

6 Loans sanctioned to corporates against the security
of shares / bonds / debentures or other securities or
on clean basis for meeting promoter's contribution to
the equity of new companies in anticipation of raising
resources;

7 Bridge loans to companies against expected equity
flows / issues;

8  All exposures to Venture Capital Funds (both
registered and unregistered)

187



INDOSTAR CAPITAL FINANCE LIMITED
ANNUAL REPORT 2018-19

NOTES
TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

(Currency : Indian Rupees in Lakhs)

NOTE 46

Other Disclosures Pursuant to the RBI Master Directions, 2016

VIl - Investments

Particulars

As at
31 March 2019

As at
31 March 2018

1 Value of Investments

(i)  Gross Value of Investments

(@) InIndia 50,159.10 1,06,798.68

(b) Outside India - -
(ii)  Provision for Depreciation

(@) InlIndia - 9410

(b) Outside India - -
(iii) Net Value of Investments

(@) InIndia 50,159.10 1,06,704.58

(b) Outside India - -

2 Movement of provisions held towards depreciation on investments

(i)  Opening balance 941 43.64
(ii) Add: Provisions made during the year - 50.47
(iii) Less : Write-off/ write-back of excess provision during the year 94.1) -
(iv) Closing balance - 941

IX Registration obtained from other financial sector regulators : None
X Details of Single Borrower Limit (SBL) / Group Borrower Limit (GBL) exceeded by NBFC
The Company has not exceeded the Single Borrower Limit (SBL) / Group Borrower Limit (GBL) during the
financials year/period.
X Details of financing of parent Company products : None
X1 Disclosure of penalties imposed by RBI and other regulators : None
Xl Draw down from reserves : None
XIll Rating assigned by credit rating agencies and migration of ratings during the year/period
Sr. Instrument Credit Rating As at As at As at
No. Agency 31 March 2019 31 March 2018 1 April 2017
1 Commercial Paper CARE Al+ Al+ Al+
ICRA Al+ Al+ Al+
CRISIL Al+ Al+ Al+
2 Long Term Facilities CARE AA- AA- AA-
INDIA AA- AA- AA-
RATINGS
3 NCD CARE AA- AA- AA-
INDIA AA- AA- AA-
RATINGS
I
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XIV Unsecured Advances against intangible securities : None

INDOSTAR

| - Break up of ‘Provisions and Contingencies’ shown under the head Expenditure in Profit and Loss Account

Particulars For the For the
year ended year ended
31 March 2019 31 March 2018
1. Provisions for depreciation on Investment (94.10) 50.47
2. Provision towards NPA (1,744.62) (53213)
3. Provision made towards Income tax 9,192.43 12,545.02
4. Other Provision and Contingencies (191.78) 125.71
5. Provision for Standard Assets 2,996.34 (413.31)
Il Concentration of Advances
Particulars As at As at
31 March 2019 31 March 2018
1. Total Advances to twenty largest borrowers 3,74,895.85 3,66,493.26
2. Percentage of Advances to twenty largest borrowers to Total Advances 35.8% 61.8%
of the NBFC
11l - Concentration of Exposures
Particulars As at As at
31 March 2019 31 March 2018
1. Total Exposure to twenty largest borrowers /customers 4,31,189.65 4,04,833.26
2. Percentage of Exposures to twenty largest borrowers / customers to 37.4% 59.4%
Total Exposure of the NBFC on borrowers / customers
IV - Concentration of NPAs
Particulars As at As at
31 March 2019 31 March 2018
1. Total Exposure to top four NPA accounts 1,380.24 594478
V - Sectorwise NPA (% of NPA to Total Advances in that sector)
Particulars As at As at

31 March 2019

31 March 2018

—

Agriculture and allied activities

MSME

Corporate borrowers

Services

Unsecured personal loans

Auto loans

Njo o s

Other personal loans
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VI - Movement of NPAs

Particulars As at As at
31 March 2019 31 March 2018
Net NPAs to Net Advances (%) 1.61% 1.02%
Movement of NPAs (Gross)
Opening balance ( Refer Note Below ) 9,432.14 19,618.43
Additions during the year/period 26,178.97 2,091.82
Reductions during the year/period (7904.98) (12,278.12)
Closing balance 2770613 9,43214
Movement of Net NPAs
Opening balance 5,968.29 15,622.45
Additions during the year/period 15,319.54 1,606.01
Reductions during the year/period (4,866.72) M,260.17)
Closing balance 16,421.10 5,968.29
Movement of provisions for NPAs (excluding provisions
on standard assets)
Opening balance 3,463.85 3,995.98
Provisions made during the year/period 10,859.43 485.81
Write-off / write-back of excess provisions (3,038.26) (1,017.94)
Closing balance 11,285.02 3,463.85

Note : The figures for previous year have been reported as per IND AS methodology , which includes loan of

% 10780.35 Lakhs which was not an NPA as per RBI regulations.

VIl - Details of assignment transactions undertaken during the period:

Particulars For the For the
year ended year ended

31 March 2019 31 March 2018

1. No. of accounts 2,928 -
2. Aggregate value (net of provisions) of accounts assigned 23,817.25 -
3. Aggregate consideration 25,640.25 -
4. Additional consideration realised in respect of accounts transferred in - -

earlier years

5. Aggregate gain / loss over net book value 1,823.00 -

VIII - Details of Financial Assets sold to Asset Reconstruction / Securitsation Companies during the period;

Particulars For the For the
year ended year ended

31 March 2019 31 March 2018

1. No. of accounts 4 -
2. Aggregate value (net of provisions) of accounts assigned 119911 -
3. Aggregate consideration 750.00 -
4. Additional consideration realised in respect of accounts transferred in - -

earlier years

5. Aggregate gain / (loss) over net book value (44911) -
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IX - Customer Complaints

INDOSTAR

Particulars

As at
March 31, 2019

—

No. of complaints pending at the beginning of the period

2. No. of complaints received during the period 60
3. No. of complaints redressed during the period 57
4. No. of complaints pending at the end of the period 3
NOTE 47

Changes in liabilities

The Company does not have any financing activities which affects the capital and asset structure of the Company
without the use of cash and cash equivalents.

Disclosure of details as required by Systemically Important Non-Banking Financial (Non-Deposit Accepting or
Holding) Companies Prudential Norms (Reserve Bank) Directions, 2015

Particulars As at 31 March 2019
Audited
Liabilities side :
(1) Loans and advances availed by the NBFCs inclusive of interest Amount Amount
accrued thereon but not paid: outstanding overdue
(a) Debenture : Secured 3,20,840.52 -
: Unsecured = =
(b) Deferred Credits = =
(c) Term Loans 3,09,394.74 -
(d) Inter-corporate loans and borrowing 2,03,548.04 -
(e) Commercial Paper 29116.54 -
(f) Public Deposits (Refer Note 1 below) - -
(g) Other Loans 27579.78 -
(2) Break-up of (1)(f) above (Outstanding public deposits inclusive of Amount Amount
interest accrued thereon but not paid): outstanding overdue
(@) Inthe form of Unsecured debentures - -
(b) In the form of partly secured debentures i.e. debentures where - -
there is a shortfall in the value of security
(c) Other public deposits - -
Assets side : Amount
outstanding
(3) Break-up of Loans and Advances including bills receivables
(other than those included in (4) below):
(a) Secured 9,78,708.08
(b) Unsecured 67,282.86
—
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Particulars

Amount
outstanding

(4) Break up of Leased Assets and stock on hire counting towards AFC activities

(i) Lease assets including lease rentals under sundry debtors :

(a) Financial lease

(b) Operating lease

(ii) Stock on Hire including hire charges under sundry debtors :

(a) Assets on hire

(b) Repossessed Assets

(iii) Other loans counting towards AFC Activities :

(a) Loans where assets have been repossessed

(b) Loans other than (a) above

(5) Break-up of Investments :

Current Investments :

1. Quoted :

() Shares: (a) Equity

(b) Preference

(ii) Debenture and Bonds

(i) Units of mutual funds

(iv) Government Securities

(v) Others (Please specify)

2. Unquoted:

() Shares: (a) Equity

(b) Preference

(i) Debentures and Bonds

(i) Units of mutual funds

30,085.81

(iv) Government Securities

(v) Others (Please specify)

Long Term investments :

1. Quoted :

(1) Shares: (a) Equity

(b) Preference

(i) Debentures and Bonds

(iii) Units of mutual funds

(iv) Government Securities

(v) Others (Please specify)
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2. Unquoted:

() Shares: (a) Equity

20,073.29

(b) Preference

(i) Debentures and Bonds

(iii) Units of mutual funds

(iv) Government Securities

(v) Others: Pass through certificates

(6) Borrower group-wise classification of assets, financed as in (3) and (4) above :
Please see Note 2 below
Category Amount in Rupees ( Net of provisions )
Secured Unsecured Total
1. Related Parties **
(a) Subsidiaries - 34,749.98 34,749.98
(b) Companies in the same group - - -
( ¢) Other related parties - - -
2. Other than related parties 9,51,197.61 32,363.39 9,83,561.01
(7) Investor group-wise classification of all investments
(current and long term) in shares and securities
(both quoted and unquoted):
Please see note 3 below
Category Market Value/ Book Value
Break up or (Net of Provisions)
fair value or
NAV*
1. Related Parties **
(a) Subsidiaries 20,073.29 20,073.29
(b) Companies in the same group - -
(c) Other related parties - -
2. Other than related parties 30,085.81 30,085.81
(8) Other information
Particulars Amount
Gross Non-Performing Assets
(i) (a) Related parties** -
(b) Other than related parties 2770613
(i) Net Non-Performing Assets
(a) Related parties** -
(b) Other than related parties 16,42110
(iii) Assets acquired in satisfaction of debt -
—
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Notes :

1.

As defined in Paragraph 3 (xv) of the Non-Banking Financial Companies Acceptance of Public Deposits
(Reserve Bank) Directions 2016.

Provisioning norms shall be applicable as prescribed in the RBI Master Directions, 2016.

All Accounting Standards and Guidance Notes issued by ICAI are applicable including for calculation of
investments and other assets as also assets acquired in satisfaction of debt. However, market value in respect
of quoted investments and break up/fair value/NAV in respect of unquoted investments should be disclosed
irrespective of whether they are classified as long term or current in column (5) above.

As per our report of even date attached
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INDOSTAR

INDEPENDENT AUDITOR’S REPORT

AS AT MARCH 31, 2019

To the Members of IndoStar Capital Finance Limited

Report on the Audit of the Consolidated Ind AS
Financial Statements

OPINION

We have audited the accompanying consolidated
Ind AS financial statements of IndoStar Capital
Finance Limited (hereinafter referred to as “the
Holding Company”) and its subsidiaries (the Holding
Company and its subsidiaries together referred to as
“the Group”) comprising of the consolidated Balance
sheet as at March 31 2019, the consolidated Statement
of Profit and Loss, including other comprehensive
income, the consolidated Cash Flow Statement and the
consolidated Statement of Changes in Equity for the
year then ended, and notes to the consolidated Ind AS
financial statements, including a summary of significant
accounting policies and other explanatory information
(hereinafter referred to as “the consolidated Ind AS
financial statements”).

In our opinion and to the best of our information
and according to the explanations given to us , the
aforesaid consolidated Ind AS financial statements
give the information required by the Companies Act,
2013, as amended (“the Act”) in the manner so required
and give a true and fair view in conformity with the
accounting principles generally accepted in India, of
the consolidated state of affairs of the Group, as at
March 31, 2019, their consolidated profit including other
comprehensive income, their consolidated cash flows
and the consolidated statement of changes in equity
for the year ended on that date.

BASIS FOR OPINION

We conducted our audit of the consolidated Ind AS
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 Consolidated Ind AS 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 consolidated Ind AS
financial statements.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our
professional judgment, were of most significance in our
audit of the consolidated Ind AS financial statements
for the financial year ended March 31, 2019. These
matters were addressed in the context of our audit
of the consolidated Ind AS financial statements as a
whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters. For
each matter below, our description of how our audit
addressed the matter is provided in that context.

We have determined the matters described below to
be the key audit matters to be communicated in our
report. We have fulfilled the responsibilities described
in the Auditor’s responsibilities for the audit of the
consolidated Ind AS financial statements section
of our report, including in relation to these matters.
Accordingly, our audit included the performance of
procedures designed to respond to our assessment of
therisks of material misstatement of the consolidated Ind
AS financial statements. The results of audit procedures
performed by us, including those procedures performed
to address the matters below, provide the basis for our
audit opinion on the accompanying consolidated Ind
AS financial statements.

Key audit matters

How our audit addressed the key audit matter

Transition to Ind AS accounting framework (as
described in note 44 of the Consolidated Ind AS financial
statements)

In accordance with the roadmap for implementation
of Ind AS for non-banking financial companies, as
announced by the Ministry of Corporate Affairs, the
Group has adopted Ind AS from April 1, 2018 with an
effective date of April 1, 2017 for such transition. For
periods up to and including the year ended March 3],
2018, the Group had prepared and presented its financial
statements in accordance with the erstwhile generally
accepted accounting principles in India

Our audit procedures included:

. Read the Ind AS impact assessment performed
by the management to identify areas to be
impacted on account of Ind AS transition.

. Understood the financial statement closure
process established by the Group for transition
to Ind AS.

. Read changes made to the accounting policies in
light of the requirements of the new framework.
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Key audit matters

How our audit addressed the key audit matter

(Indian GAAP). In order to give effect of the transition
to Ind AS these financial statements for the year ended
March 31, 2019, together with the comparative financial
information for the previous year ended March 31, 2018
and the transition date balance sheet as at April 1, 2017
have been prepared under Ind AS.

The transition has involved significant change in the
Group’s policies and processes relating to financial
reporting, including generation of reliable and
supportable information.

In view of the complexity arising from implementing
the principles of Ind AS at the transition date, which
could result in a misstatement in these Ind AS financials
statements, this has been an area of key focus in our
audit.

Assessed the judgement exercised by the
management in applying the first-time adoption
principles of Ind AS 101 especially in respect of
fair valuation of assets and liabilities existing as
at transition date.

Assessed the judgement applied by the Group in
determining its business model for classification
of financial assets.

Tested the accounting adjustments posted as at
the transition date and in respect of the previous
year to convert the financial information reported
under erstwhile Indian GAAP to Ind AS.

Assessed disclosures included in the Ind AS
financial statements in accordance with the
requirements of Ind AS 101, with respect to the
previous periods presented.

Impairment of financial asset (expected credit loss) (as described in note 26 of the Consolidated Ind AS

financial statements)

Ind AS 109 requires the Group to provide for impairment
of its financial assets using the expected credit loss
(‘ECL") approach involving an estimation of probability
of loss on the financial assets over their life, considering
reasonable and supportable information about past
events, current conditions and forecasts of future
economic conditions which could impact the credit
quality of the Group’s loans and advances. In the process,
a significant degree of judgement has been applied by
the management in respect of following matters:

a) The Group has various loan products divided into
corporate loan portfolio, SME loan portfolio, vehicle
finance portfolio and home finance portfolio. SME,
vehicle finance and home finance loans are grouped
into different categories on the basis of homogeneity
and thereby expected to demonstrate similar credit
characteristics. Corporate loan portfolio is assessed
on a case to case basis.

b) Estimation of losses in respect of those groups of
loans which had no/ minimal defaults in the past.

c) Staging of loans and estimation of behavioral life.

d) Management overlay for macro-economic factors
and estimation of their impact on the credit quality.

Our audit procedures included:

Reading the Group’s accounting policies
for impairment of financial instruments and
assessing compliance with the policies in terms
of Ind AS 109.

Assessed the assumptions used by the Group
for grouping and staging of loan portfolio into
various categories and default buckets and
determining the probability-weighted default
(PD) and loss-given default (LGD) rates.

Tested the operating effectiveness of the
controls for staging of loans based on their past-
due status. We also reviewed a sample of stage
1 and Stage 2 loans to assess whether any loss
indicators were present requiring them to be
classified under stage 2 or 3.

Performed sample testing to ascertain the
completeness of the input data used for
determining the PD and LGD rates and agreed
the data with the underlying books of accounts
and records.

Tested the arithmetical accuracy of computation
of ECL provision performed by the Group.

Assessed the disclosures included in the Ind
AS financial statements with respect to such
allowance / estimate in accordance with the
requirements of Ind AS 109 and Ind AS 107.
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Key audit matters

How our audit addressed the key audit matter

The Group has developed models that derive key
assumptions used within the provision calculation such
as probability of default (PD) and loss given default
(LGD). The output of these models is then applied to the
provision calculation with other information including
and the exposure at default (EAD).

IT systems and controls

We identified IT systems and controls over financial
reporting as a key audit matter for the Holding Company
because its financial accounting and reporting systems
are fundamentally reliant on IT systems and IT controls
to process significant transaction volumes. Automated
accounting procedures and IT environment controls,
which include IT governance, general IT controls over
program development and changes, access to programs
and data and IT operations, are required to be designed
and to operate effectively to ensure accurate financial
reporting.

Our audit procedures for the Holding Company
included:

. Tested the design and operating effectiveness of
IT access controls over the information systems
that are critical to financial reporting.

. Tested IT general controls (logical access,
changes management and aspects of IT
operational controls). This included testing
that requests for access to systems were

appropriately reviewed and authorised.

. Tested periodic review of access rights. We
inspected requests of changes to systems for
appropriate approval and authorisation.

. In addition to the above, we tested the design
and operating effectiveness of certain automated
controls that were considered as key internal
controls over financial reporting.

OTHER INFORMATION

The Holding Company’s
responsible for the other information. The other
information comprises the Board's Report and
Management Discussion & Analysis, but does not
include the consolidated Ind AS financial statements
and our auditor’s report thereon.

Board of Directors is

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

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

RESPONSIBILITIES OF MANAGEMENT AND THE
BOARD OF DIRECTORS FOR THE CONSOLIDATED IND
AS FINANCIAL STATEMENTS

The Holding Company’s Board of Directors is
responsible for the preparation and presentation of
these consolidated Ind AS financial statements in
terms of the requirements of the Act that give a true
and fair view of the consolidated financial position,
consolidated financial performance including other
comprehensive income, consolidated cash flows and
consolidated statement of changes in equity of the
Group 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. The respective Board of
Directors of the companies included in the Group are
responsible for maintenance of adequate accounting
records in accordance with the provisions of the Act
for safeguarding of the assets of the Group and for
preventing and detecting frauds and other irregularities;
selection and application of appropriate accounting
policies; making judgments and estimates that are
reasonable and prudent; and the design, implementation
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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
consolidated Ind AS financial statements that give a true
and fair view and are free from material misstatement,
whether due to fraud or error, which have been used
for the purpose of preparation of the consolidated Ind
AS financial statements by the Directors of the Holding
Company, as aforesaid.

In preparing the consolidated financial statements, the
respective Board of Directors of the companies included
in the Group are responsible for assessing the ability of
the Group 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.

Those respective Board of Directors of the companies
includedin the Group are also responsible for overseeing
the financial reporting process of the Group.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED IND AS FINANCIAL
STATEMENTS

Qur objectives are to obtain reasonable assurance about
whether the consolidated Ind AS 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
consolidated Ind AS financial statements.

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

. Identify and assess the risks of material
misstatement of the consolidated Ind AS 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.
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. Obtainanunderstanding of internal control relevant
to the audit in order to design audit procedures
that are appropriate in the circumstances. Under
section 143(3)(i) of the Act, we are also responsible
for expressing our opinion on whether the Holding
Company has adequate internal financial controls
system in place and the operating effectiveness of
such controls.

. 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 ability of the Group 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
consolidated Ind AS financial statements or, if such
disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report.
However, future events or conditions may cause
the Group to cease to continue as a going concern.

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

. Obtain sufficient appropriate audit evidence
regarding the financial information of the entities
or business activities within the Group of which
we are the independent auditors, to express an
opinion on the consolidated Ind AS financial
statements. We are responsible for the direction,
supervision and performance of the audit of the
financial statements of such entities included in
the consolidated financial statements of which we
are the independent auditors. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance
of the Holding Company and such other entities
included in the consolidated Ind AS financial statements
of which we are the independent auditors regarding,
among o