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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF FORTIS HOSPITALS LIMITED
Report on the Standalone Ind AS Financial Statements

We have audited the accompanying Standalone Ind AS Financial Statements of FORTIS
HOSPITALS LIMITED (“the Company”), which comprise the Balance Sheet as at March 31, 2018
and the Statement of Profit and Loss (including Other Comprehensive Income), the Cash Flow
Statement, the Statement of Changes in Equity for the year then ended, and a summary of the
significant accounting policies and other explanatory information.

Management’s Responsibility for the Standalone Ind AS Financial Statements

The Company’s Board of Directors is responsible for the matters stated in Section 134(5) of the
Companies Act, 2013 (“the Act”) with respect to the preparation of these Standalone Ind AS Financial
Statements that give a true and fair view of the financial position, financial performance including
other comprehensive income, cash flows and changes in equity of the Company in accordance with
the Indian Accounting Standards (Ind AS) prescribed under section 133 of the Act read with the
Companies (Indian Accounting Standards) Rules, 2015, as amended, and other accounting principles
generally accepted in India.

This responsibility also includes maintenance of adequate accounting records in accordance with the
provisions of the Act for safeguarding the assets of the Company and for preventing and detecting
frauds and other irregularities; selection and application of appropriate accounting policies; making
judgments and estimates that are reasonable and prudent; and design, implementation and
maintenance of adequate internal financial controls, that were operating effectively for ensuring the
accuracy and completeness of the accounting records, relevant to the preparation and presentation
of the Standalone Ind AS Financial Statements that give a true and fair view and are free from
material misstatement, whether due to fraud or error.

Also, refer to the matters described in the Basis for Qualified Opinion paragraphs below and
paragraph 1 under the section ‘Report on Other Legal and Regulatory Requirements’ below.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these Standalone Ind AS Financial Statements based
on our audit.

In conducting our audit, we have taken into account the provisions of the Act, the accounting and
auditing standards and matters which are required to be included in the audit report under the
provisions of the Act and the Rules made thereunder and the Order issued under section 143(11) of
the Act.

We conducted our audit of the Standalone Ind AS Financial Statements in accordance with the
Standards on Auditing specified under Section 143(10) of the Act. Those Standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the Standalone Ind AS Financial Statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and the
disclosures in the Standalone Ind AS Financial Statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the Standalone
Ind AS Financial Statements, whether due to fraud or error. In making those rlsk/s gpgen?:s the
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auditor considers internal financial control relevant to the Company’s preparation of the Standalone
Ind AS Financial Statements that give a true and fair view in order to design audit procedures that
are appropriate in the circumstances. An audit also includes evaluating the appropriateness of the
accounting policies used and the reasonableness of the accounting estimates made by the
Company’s Directors, as well as evaluating the overall presentation of the Standalone Ind AS
Financial Statements,

We have considered the material weaknesses identified and reported in our separate Report on the
Internal Financial Controls Over Financial Reporting in determining the nature, timing and extent of
audit tests applied in our audit of the Standalone Ind AS Financial Statements for the year ended
March 31, 2018.

Except as indicated in the Basis for Qualified Opinion paragraphs below, we believe that the audit
evidence obtained by us (including the written representations by the Management which was taken
on record by the Board of Directors) is sufficient and appropriate to provide a basis for our qualified
audit opinion on the Standalone Ind AS Financial Statements.

Basis for Qualified Opinion

1. As explained in Note 26 of the Standalone Ind AS Financial Statements, pursuant to certain
events/transactions, the erstwhile Audit and Risk Management Committee (the ‘ARMC’) of the
Holding Company decided to carry out an independent investigation by an external legal firm on
certain matters more fully described in the said Note. The terms of reference for the
investigation, the significant findings of the external legal firm (including identification of certain
systemic lapses and override of internal controls), which are subject to the limitations on the
information available to the external legal firm and their qualifications and disclaimers as
described in their Investigation Report were communicated by the Board of the Holding Company
to the Board of the Company and are summarised in the said Note.

Also, as explained in the said Note:

a) As per the assessment of the Board of the Company, based on the investigation carried
out through the external legal firm, and the information available at this stage, all
identified/required adjustments/disclosures arising from the findings in the Investigation
Report, have been made in the Standalone Ind AS Financial Statements.

b) With respect to the other matters identified in the Investigation Report, the Board of the
Company intends to appoint an external agency of repute to undertake a scrutiny of the
internal controls and compliance framework in order to strengthen processes and build a
robust governance framework. They will also assess the additional requisite steps to be
taken in relation to the significant matters identified in the Investigation Report including,
inter alia, initiating an internal enquiry.

€) At this juncture the Board is unable to make a determination on whether a fraud has
occurred on the Company in respect of the matters covered in the investigation by the
external legal firm, considering the limitations on the information available to the external
legal firm and their qualifications and disclaimers as described in their Investigation Report.

d) Various regulatory authorities are currently undertaking their own investigation (refer Note
27 of the Standalone Ind AS Financial Statements), and it is likely that they may make a
determination on whether any fraud or any other non-compliance/ illegalities have occurred
in relation to the matters addressed in the Investigation Report.

e) Any further adjustments/disclosures, if required, would be made in the books of account
pursuant to the above actions to be taken by the Board / regulatory investigations as and
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In view of the above, we are unable to comment on the regulatory non-compliances, if any,
and the adjustments / disclosures which may become necessary as a result of further findings
of the ongoing or future regulatory / internal investigations and the consequential impact, if
any, on the Standalone Ind AS Financial Statements.

2. As explained in Notes 24 and 25 of the Standalone Ind AS Financial Statements, the Company
has recognised a provision aggregating to Rupees 44,502.62 lacs against the outstanding ICDs
placed (including interest accrued thereon of Rupees 4,259.62 lacs) and Rupees 2,549.02 lacs
against property advance (including interest accrued thereon of Rupees 174.02 lacs), due to
uncertainty of recovery of these balances. The recognition of interest income aggregating to
Rupees 4,433.64 lacs as at March 31, 2018 on these doubtful ICDs and property advance is not
in compliance with Ind AS 18 '‘Revenue’ and consequently interest income and exceptional items
(net) are overstated to that extent.

3. As explained in Note 11(b) of the Standalone Ind AS Financial Statements, a Civil Suit has been
filed by a third party (to whom the ICD’s were assigned - refer note 24 of the Standalone Ind
AS Financial Statements) (‘Assignees’ or ‘Claimant’) against various entities including the
Holding Company (together “the Defendants”), before the District Court, Delhi and have, inter
alia, claimed implied ownership of brands “Fortis”, "SRL” and “La-Femme" in addition to certain
financial claims and for passing a decree that consequent to a Term Sheet dated December 6,
2017 (‘Term Sheet’) with a certain party, the Holding Company is liable for claims owed by the
Claimant to the certain party.

The Holding Company has filed written statement denying all allegations made against it and
prayed for dismissal of the Civil Suit on various legal and factual grounds. The Holding Company
has in its written statement also stated that it has not signed the alleged Term Sheet with the
said certain party.

Whilst this matter was included as part of the investigation carried out by the external legal firm
referred to in paragraph 1 above, the external legal firm did not report on the merits of the case
since the matter was sub judice.

In addition to the above, the Holding Company has also received four notices from the Claimant
claiming (i) Rs. 1,800.00 lacs as per notices dated May 31, 2018 and June 1, 2018 (ii) Rupees
21,582.00 lacs as per notice dated June 4, 2018; and (iii) and Rupees 1,962.00 lacs as per
notice dated June 4, 2018. All these notices have been responded to by the Holding Company
denying any liability whatsoever.

Separately, the certain party has also alleged rights to invest in the Holding Company. It has
also alleged failure on part of the Holding Company to abide by the aforementioned Term Sheet
and has claimed ownership over the brands as well.

Since the Civil Suit is sub-judice, the outcome of which is not determinable at this stage, we are
unable to comment on the consequential impact, if any, of the above matters on the Standalone
Ind AS Financial Statements.

4. As explained in Note 6(4) of the Standalone Ind AS Financial Statements, related party
relationships as required under Ind AS 24 - Related Party Disclosures and the Companies Act,
2013 are as identified by the Management taking into account the findings and limitations in the
Investigation Report (Refer Notes 26 (d) (iv) and (ix) of the Standalone Ind AS Financial
Statements) and the information available with the Management. In this regard, in the absence
of specific declarations from the erstwhile directors on their compliance with disclosures of
related parties, especially considering the substance of the relationship rather than the legal
form, the related parties have been identified based on the declarations by the erstwhile
directors and the information available through the known shareholding pattern in the entities.
Therefore, there may be additional related parties whose relationship may not have been
disclosed to the Company and, hence, not known to the Management. g V\'” "\
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In the absence of all required information, we are unable to comment on the
completeness/accuracy of the related party disclosures/details in these Standalone Ind AS
Financial Statements and the compliance with the applicable regulations and the consequential
impact, if any, of the same on these Standalone Ind AS Financial Statements.

Qualified Opinion

In our opinion and to the best of our information and according to the explanations given to us,
except for the effects / possible effects of the matters described in the Basis for Qualified Opinion
paragraphs above, which are not quantifiable, and our comments in paragraph 1 under the section
‘Report on Other Legal and Regulatory Requirements’ below, the aforesaid Standalone Ind AS
Financial Statements give the information required by the Act in the manner so required and, give
a true and fair view in conformity with the Ind AS and other accounting principles generally accepted
in India, of the state of affairs of the Company as at March 31, 2018, and its loss, total
comprehensive loss, its cash flows and statement of changes in equity for the year ended on that
date.

Emphasis of Matter

We draw attention to Note 30 of the Standalone Ind AS Financial Statements wherein it has been
explained that the Standalone Ind AS Financial Statements have been prepared on a going concern
basis for the reasons stated in the said Note.

Our opinion is not modified in respect of this matter.
Report on Other Legal and Regulatory Requirements

1. As regards to the matters to be inquired by the auditors in terms of section 143(1) of the Act,
we report, to the extent applicable, as follows:

(a) As explained in Note 24 and Note 26(d)(ii) and (vi) of the Standalone Ind AS Financial
Statements, the Company has granted loans in the form of ICDs to three borrower
companies, which are stated to have been secured at the time of grant on July 1, 2017.
However, it has been noted in the Investigation Report that:

i. there were certain systemic lapses and override of internal controls including
shortcomings in executing documents and creating a security charge. The charge was
later on created in February 2018 for the ICDs granted in July 2017 while the Company
was under financial stress; and

ii. there were certain systemic lapses in respect to the assignment of the ICDs and
subsequent termination of the arrangemenl, viz., no diligence was undertaken in
refation to assignment, it was not approved by the Treasury Committee and was
antedated. The Board of the Company took note of the same only in February 2018.

Further, we note from the Investigation Report that the external legal firm was unable to
assess as to whether the security (charge) is realisable considering the nature of assets held
by the borrower companies.

In view of the above, we are unable to comment whether loans and advances made by the
wholly owned subsidiary on the basis of security have been properly secured or whether
they are prejudicial to the interests of the Company.

(b) As explained in Note 26(d)(i) of the Standalone Ind AS Financial Statements, in respect of
the ICDs placed, the Investigation Report has stated that a roll-over mechanism was devised
whereby, the ICDs were repaid by cheque by the borrower companies at the end of each
quarter and fresh ICDs were released at the start of succeeding quarter under separately
executed ICD agreements. Further, in respect of the roll-overs of ICDs placed on-July 1,
2017 with the borrower companies, the Company utilized the funds recewed ﬂ‘Om the_,‘
Holding Company for the purposes of effecting rofl-over.
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We are unable to determine whether these transactions in substance represent book entries
or whether they are prejudicial to the interests of the Company as these were simultaneously
debited and credited to the bank statement.

However, as explained in Note 24 to the Standalone Ind AS Financial Statements, the Company’s
Management has fully provided for the outstanding balance of the ICDs and the interest accrued
thereon as at March 31, 2018.

(c) As explained in Note 26 (e), the Company acquired equity interest in Fortis Emergency
Services Limited from a promoter group company. On the day of the share purchase
transaction, the Company advanced a loan to Fortis Emergency Services Limited (‘FESL’),
which was used to repay an outstanding unsecured loan amount to the said promoter group
company. It may be possible that the loan repayment by Fortis Emergency Services Limited
to the said promoter group company was ultimately routed through various intermediary
companies and was used for repayment of the ICDs /vendor advance to the Company.

With regard to the above acquisition, we are informed that pre-approval from the Audit
Committee was obtained for acquiring the equity interest, but not for advancing the loans to
the subsidiary. Further, we understand that the aggregate of the amounts paid towards
acquisition of shares and the loan given was substantially higher than the enterprise value
of FESL at the time of acquisition, as determined by the Company.

In view of the above, we are unable to determine whether these transactions are prejudicial
to the interests of the Company.

2. Asrequired by Section 143(3) of the Act, based on our audit, we report to the extent applicable,
that:

(a) We have sought and, except for the matters described in the Basis for Qualified Opinion
paragraphs above and the matters described in paragraph 1 above of this section, obtained
all the information and explanations which to the best of our knowledge and belief were
necessary for the purposes of our audit of the aforesaid Standalone Ind AS Financial
Statements.

(b) Except for the effects / possible effects of the matters described in the Basis for Qualified
Opinion paragraphs above and the matters described in paragraph 1 above of this section,
in our opinion proper books of account as required by law relating to preparation of the
aforesaid Standalone Ind AS Financial Statements have been kept so far as it appears from
our examination of those books.

(c) The Standalone Balance Sheet, the Standalone Statement of Profit and Loss (including Other
Comprehensive Income), the Standalone Cash Flow Statement and Standalone Statement
of Changes in Equity dealt with by this Report are in agreement with the relevant books of
account maintained for the purpose of preparation of the Standalone Ind AS Financial
Statements.

(d) Except for the effects / possible effect of the matters described in the Basis for Qualified
Opinion paragraphs above, in our opinion the aforesaid Standalone Ind AS Financial
Statements comply with the Indian Accounting Standards prescribed under Section 133 of
the Act.

(e) The matters described in the Basis for Qualified Opinion paragraphs, the Emphasis of Matter
paragraph above and the matters described in paragraph 1 above of this section, in our
opinion, may have an adverse effect on the functioning of the Company.

(f) On the basis of the written representations received from the directors of the Company as
on March 31, 2018 and taken on record by the Board of Directors of the Company, none of -
the dlrectors is disqualified as on March 31, 2018 from being appointed as a dlrector m terms.
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(g) The qualification relating to maintenance of accounts and other matters connected therewith
are as stated in the Basis for Qualified Opinion paragraphs above and in the matters
described in paragraph 1 above of this section.

(h) With respect to the adequacy of the Internal Financial Controls over Financial Reporting of
the Company and the operating effectiveness of such controls, refer to our separate Report
in “Annexure A”. Our report expresses an adverse opinion on the Internal Financial Controls
over Financial Reporting of the Company, for the reasons stated therein.

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

i. Except for the possible effect of the matters described in paragraph 3 of the
Basis for Qualified Opinion above, the Standalone Ind AS Financial Statements
disclose the impact of pending litigations on the financial position of the Company.

ii. The Company did not have any long-term contracts including derivative
contracts for which there were any material foreseeable losses.

iii. There were no amounts which are required to be transferred to the Investor
Education and Protection Fund by the Company.

3. Asrequired by the Companies (Auditor’s Report) Order, 2016 (“the Order”) issued by the Central
Government in terms of Section 143(11) of the Act, we give in “Annexure B” a statement on the
matters specified in paragraphs 3 and 4 of the Order, which is subject to the possible effects of
the matters described in the Basis for Qualified Opinion paragraphs above, the matters described
in paragraph 1 above of this section and the material weakness described in Basis of Adverse
Opinion in our separate Report on the Internal Financial Controls Over Financial Reporting.

For DELOITTE HASKINS & SELLS LLP
Chartered Accountants
(Firm's Registration No. 117366 W/W-100018)
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“"ANNEXURE A” TO THE INDEPENDENT AUDITOR’'S REPORT
(Referred to in paragraph 2(h) under ‘Report on Other Legal and Regulatory
Requirements’ section of our Audit Report of even date)

Report on the Internal Financial Controls Over Financial Reporting under Clause (i) of Sub-
section 3 of Section 143 of the Companies Act, 2013 (“the Act”)

We have audited the internal financial controls over financial reporting of FORTIS HOSPITALS
LIMITED (“the Company”) as of March 31, 2018 in conjunction with our audit of the Standalone
Ind AS Financial Statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal financial
controls based on the internal control over financial reporting criteria established by the Company
considering the essential components of internal control stated in the Guidance Note on Audit of
Internal Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants
of India. These responsibilities include the design, implementation and maintenance of adequate
internal financial controls that were operating effectively for ensuring the orderly and efficient
conduct of its business, including adherence to company’s policies, the safeguarding of its assets,
the prevention and detection of frauds and errors, the accuracy and completeness of the accounting
records, and the timely preparation of reliable financial information, as required under the
Companies Act, 2013.

Also, refer to the matters described in the Basis for Qualified Opinion paragraphs and in paragraph
1 under the section ‘Report on Other Legal and Regulatory Requirements of our Audit Report.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over financial
reporting based on our audit. We conducted our audit in accordance with the Guidance Note on Audit
of Internal Financial Controls Over Financial Reporting (the “Guidance Note”) issued by the Institute
of Chartered Accountants of India and the Standards on Auditing prescribed under Section 143(10)
of the Companies Act, 2013, to the extent applicable to an audit of internal financial controls. Those
Standards and the Guidance Note require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether adequate internal financial controls
over financial reporting was established and maintained and if such controls operated effectively in
all material respects.

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

We believe that the audit evidence we have obtained (including the written representations by the
Management which was taken on record by the Board of Directors) is sufficient and appropriate to
provide a basis for our adverse audit opinion on the Company’s internal financial controls system
over financial reporting.

Meaning of Internal Financial Controls over Financial Reporting

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

Inherent Limitations of Internal Financial Controls Over Financial Reporting

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

Basis for Adverse opinion

The matters described in the Basis for Qualified Opinion paragraphs and in paragraph 1 of the section
‘Report on Other Legal and Regulatory Requirements’ of our Audit Report on the Standalone Ind AS
Financial Statements for the year ended March 31, 2018, and the control weaknesses observed in
the Company'’s financial closing and reporting process in regard to assessment of the impairment of
Goodwill and investments where the Company did not have adequate internal controls for identifying
impairment indicators, selection and application of various inputs to be used in testing, review and
maintaining documentation for workings used in testing and concluding whether there is any
impairment, have resulted in material weaknesses in the internal financial controls over financial
reporting as the Company has not (a) adhered to their internal control policies (b) safequarded their
assets (c) prevented and detected possible frauds and errors (d) ensured the accuracy and
completeness of the accounting records, and (e) prepared reliable financial information on a timely
basis.

A '‘material weakness' is a deficiency, or a combination of deficiencies, in internal financial control
over financial reporting, such that there is a reasonable possibility that a material misstatement of
the company's annual or interim financial statements will not be prevented or detected on a timely
basis.

Adverse Opinion

In our opinion, to the best of our information and according to the explanations given to us, because
of the cffect/possible effect of the material weaknesses described in Lhe Basis for Adverse Opinion
paragraph above on the achievement of the objectives of the control criteria, the Company has not
maintained adequate internal financial controls over financial reporting and the internal controls
were also not operating effectively as of March 31, 2018 based on the internal control over financial
reporting criteria established by the Company considering the essential components of internal
control stated in the Guidance Note on Audit of Internal Financial Control Over Financial Reporting
issued by the Institute of Chartered Accountants of India.
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We have considered the material weaknesses identified and reported above in determining the
nature, timing, and extent of audit tests applied in our audit of the Standalone Ind AS Financial
Statements of the Company for the year ended March 31, 2018 and these material weaknesses
have, inter alia, affected our opinion on the said Standalone Ind AS Financial Statements and we
have issued a qualified opinion on the said Standalone Ind AS Financial Statements.

For DELOITTE HASKINS & SELLS LLP
Chartered Accountants
(Firm's Registration No. 117366 W/W-100018)
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“ANNEXURE B” TO THE INDEPENDENT AUDITOR’S REPORT

(Referred to in paragraph 2 under '‘Report on Other Legal and Regulatory Requirements’
section of our Audit Report of even date and except for the effects / possible effects of
the matters described in the Basis for Qualified Opinion paragraphs and our comments in
paragraph 1 under the section 'Report on Other Legal and Regulatory Requirements’ of
our Audit Report and the material weaknesses described in the Basis of Adverse Opinion
in our separate Report on the Internal Financial Controls Over Financial Reporting)

() In respect of its fixed assets:

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

(b) The fixed assets were physically verified during the year by the Management in
accordance with a regular programme of verification which, in our opinion, provides for
physical verification of all the fixed assets at reasonable intervals. According to the
information and explanation given to us, no material discrepancies were noticed on such
verification.

(c)  According to the information and explanations given to us and the records examined by
us and based on the examination of the registered sale deed / transfer deed /
conveyance deed provided to us, we report that, the title deeds, comprising all the
immovable properties of land and buildings, are held in the name of the Company as at
the balance sheet date. Immovable properties of land and buildings whose title deeds
have been pledged as security for loans are held in the name of the Company based on
the confirmations directly received by us from lenders / parties. In respect of immovable
properties of land and buildings that have been taken on lease and disclosed as fixed
asset in the financial statements, the lease agreements are in the name of the Company,
where the Company is the lessee in the agreement.

(ii)  Asexplained to us, the inventories were physically verified during the year by the Management
at reasonable intervals and no material discrepancies were noticed on physical verification.

(iii) Except for the effects / possible effects of the matters described in paragraph 4 of the Basis
for Qualified Opinion section and paragraph 1 under the section ‘Report on Other Legal and
Regulatory Requirements’ of our Audit Report on which we are unable to comment, the
Company has granted loans, secured or unsecured, to companies, firms, covered in the
register maintained under section 189 of the Companies Act, 2013, in respect of which:

(a) The terms and conditions of the grant of such loans are, in our opinion, prima facie, not
prejudicial to the Company’s interest.

(b) The schedule of repayment of principal and payment of interest has been stipulated and
repayments or receipts of principal amounts and interest have been as per stipulations.

(c) There is no overdue amount remaining outstanding as at the year-end.

(iv) Except for the effects / possible effects of the matters described in paragraph 4 of the Basis
for Qualified Opinion section and paragraph 1 under the section ‘Report on Other Legal and
Regulatory Requirements’ of our Audit Report on which we are unable to comment, the
Company has complied with the provisions of Sections 185 and 186 of the Companies Act,
2013 in respect of grant of loans, making investments and providing guarantees and securities,
as applicable.

(v) According to the information and explanations given to us, the Company has not accepted any
deposits during the year. The Company does not have any unclaimed deposits and accordingly
the provisions of Sections 73 to 76 or any other relevant prows:ons of the Companies Act,
2013 are not applicable to the Company. ¢
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(viii)

(ix)
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The maintenance of cost records has been specified by the Central Government under section
148(1) of the Companies Act, 2013. We have broadly reviewed the cost records maintained
by the Company pursuant to the Companies (Cost Records and Audit) Rules, 2014, as
amended prescribed by the Central Government under sub-section (1) of Section 148 of the
Companies Act, 2013, and are of the opinion that, prima facie, the prescribed cost records
have been made and maintained. We have, however, not made a detailed examination of the
cost records with a view to determine whether they are accurate or complete.

According to the information and explanations given to us, in respect of statutory dues:
(a) The Company has generally been regular in depositing undisputed statutory dues
including Provident Fund, Employees’ State Insurance, Income Tax, Service Tax, Works
Contract Tax, Customs Duty, Value Added Tax, Goods and Services Tax, and Cess with
the appropriate authorities during the year and that there are no undisputed amounts

in respect of these dues which have remained outstanding as at March 31, 2018 for a
period of more than six months from the date they became payable.

We are informed that the operations of the Company during the period did not give rise
to any liability for Excise Duty.

(b) Details of dues of Income-tax, Service Tax and Value Added Tax which have not been
deposited as on March 31, 2018 on account of disputes are given below:-
Name of Nature of Forum Period to Amount Amount
Statute dues where which the | Involved Unpaid
dispute is amount (Rupees (Rupees
| pending relates | Lacs) Lacs)
Rajasthan | Value Added | High Court of | 2011-12 to 502.18 502.18
Value tax and | Rajasthan 2012-13
Added Interest
Tax Act, | thereon
2003
Finance CENVAT Credit | CESTAT 2011-12 to 1,165.39 1,165.39
Tax, 1994 | availed 2012-13
Income Income Tax | Commission 2015-16 and 920.00 920.00
Tax Act and Interest | er of Income 2016-17
thereon Tax, Delhi
TOTAL 2,587.57 2,587.57

We are informed that there are no dues in respect of Customs Duty, Works Contract
Tax, and Goods and Services Tax as at March 31, 2018 which have not been deposited
on account of any dispute.

In our opinion and according to the information and explanations given to us, the Company
has not defaulted in repayment of loans or borrowings to a bank during the year. The Company
has neither taken any loans or borrowings from financial institutions or government, nor has
it issued any debentures during the year.

As indicated in the Investigation Report referred to in Paragraph 1 of the ‘Basis for Qualified
opinion” and explained in note 26 to the Standalone Ind AS Financial statement, certain funds
may have been diverted from the Company to effect the roll-over of the ICDs. Such diversions
may indicate application of terms loans for purposes other than for which they were raised.

Subject to above, in our opinion and according to the information and explanations given to

us, the loans taken by the Company and applied during the year were for the purpose for
which they were raised.

The Company has not raised moneys by way of initial public offer or further public offer

Independent Auditor’s Report on the
Standalone Ind AS Financial Statements
of Fortis Hospitals Limited
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Deloitte

Haskins & SellsLLP

(x)

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

Gurugram
6 July 2018
RT/YK/2018

Independent Auditor’s Report on the

As explained in Note 26 (i) of the Standalone Ind AS Financial Statements:

a) At this juncture the Board is unable to make a determination on whether a fraud has
occurred on the Company in respect of the matters covered in the investigation by the
external legal firm, considering the limitations on the information available to the external
legal firm and their qualifications and disclaimers as described in their Investigation
Report.

b) Various regulatory authorities are currently undertaking their own investigation (refer
Note 27 of the Standalone Ind AS Financial Statements), and it is likely that they may
make a determination on whether any fraud or any other non-compliance/ illegalities
have occurred in relation to the matters addressed in the Investigation Report.

Subject to the above, and according to the information and explanations given to us, no fraud
by the Company and no material fraud on the Company by its officers or employees has been
noticed or reported during the year.

In our opinion and according to the information and explanations given to us, the Company
has paid / provided managerial remuneration in accordance with the requisite approvals
mandated by the provisions of section 197 read with Schedule V to the Companies Act, 2013,

The Company is not a Nidhi Company and hence reporting under clause (xii) of the CARO 2016
is not applicable.

Except for the effects / possible effects of the matters described in paragraph 4 of the Basis
for Qualified Opinion (and our comments in paragraph 1 (c) under the section ‘Report on Other
Legal and Regulatory Requirements’) of our Audit Report on which we are unable to comment,
the Company is in compliance with Section 177 and 188 of the Companies Act, 2013, where
applicable, for alt transactions with the related parties and the completeness/correctness of
the disclosures/details of related party transactions in the Standalone Ind AS financial
statements as required by the applicable accounting standards.

During the year the Company has not made any preferential allotment or private placement
of shares or fully or partly convertible debentures and hence reporting under clause (xiv) of
CARO 2016 is not applicable to the Company.

In our opinion and according to the information and explanations given to us, during the year
the Company has not entered into any non-cash transactions with its directors or directors of
its holding, subsidiary or associate company or persons connected with them and hence
provisions of section 192 of the Companies Act, 2013 are not applicable.

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

For DELOITTE HASKINS & SELLS LLP
Chartered Accountants
(Firm's Registration No. 117366 W/W-100018)

1) /}”}‘?W\P L

/ RASHIM TANDON
P ";\/\/ Partner
=2/  (Membership No. 095540)
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FORTIS HOSPITALS LIMITED
STANDALONE BALANCE SHEET AT 31 MARCH, 2018

As at As at
Notes 31 March, 2018 31 March, 2017
(Rupees in lacs) {Rupees in lacs)
ASSETS
A. Non-Current Assets
(a) Property, plant and equipment 5 (i)a) 57,847.31 58,079.19
(b) Capital work-in-progress 5 (i)(b) 3,377.93 2,931.70
(c) Goodwill 5 (ii) 44,933.78 44,933.78
(d) Other intangible assets 5 (iii)(a) 3,199.33 3,715.81
(e) Intangible assets under development 5 (iii)(b) 2,337.26 2,532.19
(f) Financial assets
(i) Investments
a) Investment in subsidiaries 5 (iv) 20,719.47 20,731.31
b) Investment in joint venture 5(v) = 622.85
c) Investment in associate 5 (vi) 35,669.00 35,669.00
(ii) Trade receivables 5 (vii) = 1,078.33
(iii) Loans 5 (viii) 6,772.34 15,252.68
(iv) Other financial assets 5 (ix) 3,180.11 4,299.35
(g) Deferred tax assets (Net) 5(x) 15,414.11 9,896.70
(h) Non-current tax assets (Net) 5 (xi) 18,300.32 25,145.92
(i) Other non-current assets 5 (xii) 796.55 1,703.12
Total Non-Current Assets (A) 212,547.51 226,591.93
B. Current Assets
(a) Inventories 5 (xiii) 2,224.50 2,098.27
(b) Financial assets
(i) Trade receivables 5 (vii) 22,231.93 23,400.11
(ii) Cash and cash equivalents 5 (xiv) 1,176.22 48,686.95
(iii) Bank balances other than (i) above 5 (xv) 1,309.46 -
(iv) Loans 5 (viii) 2,157.81 13,539.96
(v) Other financial assets 5 (ix) 3,867.39 5,930.65
(c) Other current assets 5 (xii) 2,139.94 2,885.64
35,107.25 96,541.58
Assets classified as held for sale 5 (xvi) - 4,249.02
Total Current Assets (B) 35,107.25 100,790.60
Total Assets (A+B) 247,654.76 327,382.53
EQUITY AND 1ES
A. Equity
(a) Equity share capital 5 (xvii) 4,030.06 4,030.06
(b) Convertible non-participating preference share capital 5 (xvii) 1,300.00 1,300.00
(c) Other equity 5 (xviii) 10,167.24 80,820.62
Total Equity (A) 15,497.30 86,150.68
B. Liabilities
I Non-Current Liabilities
(a) Financial Liabilities
(i) Borrowings 5 (xix) 119,902.58 141,776.81
(ii) Other financial liabilities 5 (xx) 10,633.30 10,022.21
(b) Provisions 5 (xxi) 2,093.98 1,833.35
Total Non-Current Liabilities (B) 132,629.86 153,632.37
II Current Liabilities
(a) Financial liabilities
(i) Borrowings 5 (xxii) 20,027.78 19,669.19
(ii) Trade payables 5 (xxiii) 59,159.71 38,286.28
(ii) Other financial liabilities 5 (xx) 13,140.39 18,004.32
(b) Provisions S (xxi) 2,179.44 2,008.41
(c) Other current liabilities 5 (xxiv) 5,020.28 5,380.28
99,527.60 83,348.48
Liabilities directly associated with assets classified as held for sale 5 (xxv) - 4,251.00
Total Current Liabilities (C) 99,527.60 87,599.48
Total Liabilities (B+C) 232,157.46 241,231.85
Total Equity And Liabilities (A+B+C) 247,654.76 327,382.53
See accompanying notes forming part of the standalone financial 1-30
statements
In terms of our report attached
For DELOITTE HASKINS & SELLS LLP FOR AND ON BEHALF OF BOARD OF DIRECTORS
Chartered Accountants FORTIS HOSPITALS LIMITED
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FORTIS HOSPITALS LIMITED
STANDALONE STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED 31 MARCH, 2018

Year ended Year ended
Notes 31 March, 2018 31 March, 2017
(Rupees in lacs) {Rupees in lacs)
I Revenue from operations 5 (xxvi) 232,263.03 233,646.17
II Other income 5 (xxvli) 9,852.04 8,689.68
III TOTAL INCOME (I+II) 242,115.07 242,335.85
IV EXPENSES
(i) Purchases of medical consumables and drugs 40,760.92 41,572.24
(i) Changes in inventories of medical consumables and drugs 5 (xxviil) (136.65) (243.15)
(iii) Employee benefits expense 5 (xxix) 34,363.04 32,483.63
(iv) Finance costs 5 (xxx) 18,344.27 17,812.71
(v) Depreciation and amortisation expense 5 (xxxi) 9,645.52 9,578.27
(vi) Other expenses 5 (xxxli) 157,856.91 152,333.17
TOTAL EXPENSES (IV) 260,834.01 253,536.87
V LOSS BEFORE EXCEPTIONAL ITEM AND TAX (III-IV) (18,718.94) (11,201.02)
VI EXCEPTIONAL LOSS (Net) 5 (xxxiii) 57,594.05 3,659.95
VII LOSS BEFORE TAX (V - VI) (76,312.99) (14,860.97)
VIII TAX EXPENSE
(i) Current tax 5 (xxxiv) - -
(ii) Deferred tax charge / (credit) 5 (xxxiv) (5,564.30) 2,140.65
Total Tax expense/(credit) (VIII) (5,564.30) 2,140.65
IX LOSS FOR THE YEAR (VII-VIII) (70,748.69) (17,001.62)
OTHER COMPREHENSIVE INCOME/(LOSS)
(i) Items that will not be reclassified to profit or loss
(a) Remeasurements of the defined benefit plans 142.20 (403.52)
(i) Income tax relating to items that will not be reclassifled to profit (46.89) 139.65
or loss
X TOTAL OTHER COMPREHENSIVE INCOME/(LOSS) 95.31 (263.87)
XI TOTAL COMPREHENSIVE LOSS FOR THE YEAR (IX+X) (70,653.38) (17,265.49)
Earnings per equity share:
(i) Basic (in Rupees) 15 (175.55) (42.19)
(ii) Diluted (in Rupees) 15 (175.55) (42.19)
See accompanying notes forming part of the Standalone financial 1-30
statements
In terms of our report attached
For DELOITTE HASKINS & SELLS LLP FOR AND ON BEHALF OF BOARD OF DIRECTORS
Chartered Accountants FORTIS HOSPITALS LIMITED
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FORTIS HOSPITALS LIMITED
STANDALONE CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH, 2018

Year ended
Notes 31 March, 2018
(Rupees in lacs)

Year ended
31 March, 2017
(Rupees in lacs)

Cash flows from operating activities

Loss after tax (70,748.69)

Adjustments for:

(17,001.62)

Tax expense 5 (xxxiv) (5,564.30) 2,140.65
Exceptional loss (net) 5 (xxxiii) 57,594.05 3,659.95
Interest expenses 5 (xxx) 15,793.13 16,801.27
Interest income 5 (xxvii) (9,818.99) (8,295.84)
Dividend income 5 (xxvii) - (58.76)
Other non-operating income (net of directly attributable expenses) 5 (xxvii) = (1.85)
Loss on disposal of property, plant and equipment (net) 5 (xxxii) 94.43 85.46
Provision for doubtful receivables S (xxxii) 3,569.94 2,614.65
Bad debts and sundry balances written off 5 (xxxii) - 30.14
Provision for doubtful advances 5 (xxxii) 169.42 757.21
Advances written off 5 (xxxii) 891.08 =
Depreciation and amortisation expense 5 (xxxi) 9,645.52 9,578.27
Provision for contingencies 5 (xxxii) 124.69 238.59
Operating profit before working capital changes 1,750.28 10,548.12
Movements in working capital:

(Increase)/decrease in trade and other receivables (1,323.43) (6,953.60)
(Increase)/decrease in inventories (126.23) (214.51)
(Increase)/decrease in other assets 5,991.10 5,365.63
Increase/ (Decrease) in trade payables 20,873.43 9,739.07
Increase/ (Decrease) in provisions 449.17 706.47
Increase/ (Decrease) in other liabilities (4,526.97) 7,045.54
Cash generated from operations 23,087.35 26,236.72
Income taxes refunds/(paid)(net) 8,025.10 (6,111.35)
Net cash generated by operating activities (A) 31,112.45 20,125.37
Cash flows from investing activities

Profit on redemption of mutual funds ~ 1.85
Interest received (refer note 18) 2,955.69 8,094.36
Other dividends received - 58.76
Proceeds against land held for sale - 4,251.00
Proceeds from sale of fixed assets 175.97 633.84
Inter-corporate deposits (given)/received back (net) (40,243.00) -
Proceeds from repayment of loan by body corporate 4,750.00 2,375.00
Payments for property, plant and equipment (8,065.74) (11,959.33)
Net cash outflow on acquisition of subsidiaries (2.55) (47,507.45)
Net cash (used in) investing activities (B) (40,429.63) (44,051.97)

Cash flows from financing activities

Proceeds from issue of convertible non-participating preference shares - 35,000.00

Proceeds from borrowings [refer note 8(ii)(b)] 69,360.52 274,827.39

Repayment of borrowings (103,008.63) (257,037.52)
Interest paid [refer note 8(ii)(b)] (6,638.23) (5,186.92)
Net cash (used in)/generated from financing activities (C) (40,286.34) 47,602.95

Net (decrease) / increase in cash and cash equivalents (A+B+C) (49,603.52) 23,676.34

Cash and cash equivalents at the beginning of the year 5 (xiv) 32,797.35 9,121.01

Cash and cash equivalents at the end of the year 5 (xiv) (16,806.17) 32,797.35

See accompanying notes forming part of the Standalone financial 1-30

statements
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FORTIS HOSPITALS LIMITED
STANDALONE STATEMENT OF CHANGE IN EQUITY FOR THE YEAR ENDED 31 MARCH, 2018

Amount
(Rupees in lacs)

A. Equity share capital

(a) Balance at 01 April, 2016 4,030.06
(b) Changes in equity share capital during the year "
(c) Balance at 31 March, 2017 4,030.06
(d) Changes in eguity share capital during the year "
(e) Balance at 31 March, 2018 4,030.06

B. Convertible non-participating preference share capital

(a) Balance at 01 April, 2016 600.00
(b) Changes in preference share capital during the year
(i) Issue of 0.01% convertible non-participating preference 700.00
shares
(c) Balance at 31 March, 2017 1,300.00
(d) Changes in preference share capital during the year -
(e) Balance at 31 March, 2018 1,300.00
C. Other equity
| Reserve and surplus | (Rupees in lacs)
PARTICULARS Securities premium Retained earnings Total
reserve
(a) Balance at 01 April, 2016 65,580.52 (1,794.41) 63,786.11
(i) Loss for the year - (17,001.62) (17,001.62)
(ii) Other comprehensive income/(loss) for the year, net of - (263.87) (263.87)
income tax
(b) Total comprehensive loss for the year - (17,265.49) (17,265.49)
(iii) On issue of convertible non-participating preference shares 34,300.00 ~ 34,300.00
(c) Balance at 31 March, 2017 99,880.52 (19,059.90) 80,820.62
(iv) Loss for the year - (70,748.69) (70,748.69)
(v) Other comprehensive income/(loss) for the year, net of - 95.31 95.31
income tax
{(d) Total comprehensive loss for the year - (70,653.38) (70,653.38)
(e) Balance at 31 March, 2018 99,880.52 (89,713.28) 10,167.24
See accompanying notes forming part of the Standalone 1-30
financial statements
In terms of our report attached.
For DELOITTE HASKINS & SELLS LLP FOR AND ON BEHALF OF BOARD OF DIRECTORS
Chartered Accountants ) FORTIS HOSPITALS LIMITED
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FORTIS HOSPITALS LIMITED
NOTES FORMING PART OF THE STANDALONE FINANCIAL STATEMENTS

1)

2)

3)

,//';:-‘.-"_"‘f’i'l;" .--Th? financial statements of the Company has been prepared in aceardan
&7 Standards ('Ind AS’) notified under section 133 of the Companies Att-20:
'f? Charterad 259

O\

Nature of operations

Fortis Hospitals Limited (the ‘Company’ or ‘FHsL’) was incorporated on 18 June, 2009 as a wholly owned
subsidiary of Fortis Healthcare Limited (‘FHL’) to carry on the business of promotion, maintenance,
management, operation and conduct of healthcare and related services and providing consultancy for
establishment of healthcare services. During the year ended 31 March, 2015, Fortis Health Management
(North) Limited (another subsidiary of FHL) was amalgamated with the Company.

The registered office of the Company is located Escorts Heart Institute And Research Centre, Okhla Road,
New Delhi 110025 and the corporate office of the Company is located at Tower A, Unitech Business Park,
Block - F South City - 1, Sector-41 Gurugram 122001, Haryana.

Recent Accounting Pronouncements
Appendix B to Ind AS 21, Foreign currency transactions and advance consideration

On March 28, 2018, Ministry of Corporate Affairs (*‘MCA’) has notified the Companies (Indian Accounting
Standards) Amendment Rules 2018 containing Appendix B to Ind AS 21, Foreign currency transactions and
advance consideration which clarifies the date of the transaction for the purpose of determining the
exchange rate to use on initial recognition of the related asset, expense or income, when an entity has
received or paid advance consideration in a foreign currency. This amendment will come into force from
April 1, 2018.

The Management does not expect that the adoption of the above amendments to the above standard will
have an impact on the financial statements of the Company.

Amendments to Ind AS 12 - Recognition of Deferred Tax Assets for Unrealised Losses

The amendments clarify that an entity needs to consider whether tax law restricts the sources of taxable
profits against which it may make deductions on the reversal of that deductible temporary difference.
Furthermore, the amendments provide guidance on how an entity should determine future taxable profits
and explain the circumstances in which taxable profit may include the recovery of some assets for more
than their carrying amount.

The Management does not expect that the adoption of the above amendments to the above standard will
have an impact on the financial statements of the Company.

IndAS 115, Revenue with Contract with Customers

On March 28, 2018, Ministry of Corporate Affairs has notified the Ind AS 115, Revenue from Contract with
Customers. The core principle of the new standard is that an entity should recognize revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the consideration to which
the entity expects to be entitled in exchange for those goods or services. Further the new standard requires
enhanced disclosures aboul the nalure, amount, timing and uncertainty of revenue and cash flows arising
from the entity’s contracts with customers.

The standard permits two possible methods of transition:-
s Retrospective approach- Under this approach the standard will be applied retrospectively to each prior
reporting period presented in accordance with IndAS 8- Accounting Policies, Changes in Accounting

Estimates and Errors.

o Retrospectively with cumulative effect of initially applying the standard recognized at the date of initial
application (Cumulative catch - up approach)

The effective date for adoption of Ind AS 115 is financial periods beginning on or after April 1, 2018. The
Company is evaluating the requirements of the amendment and its impact on the financial statements.

Significant accounting policies
3.1 Statement of compliance

.with Indian Accounting
ad together with the

T.'f‘.l"fanies (Indian Accounting Standards) Rules, 2015, 2
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FORTIS HOSPITALS LIMITED
NOTES FORMING PART OF THE STANDALONE FINANCIAL STATEMENTS

@ \ , , . :
= (Chaﬂere-Révenue is measured at the fair value of the consideration received orfecéiv.
: Accounta =

3.2 Basis of preparation and presentation

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

Historical cost is generally based on the fair value of the consideration given in exchange of goods and
services. The accounting policies have been applied consistently over all the periods presented in the
standalone financial statements.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an asset
or a liability, the Company takes into account the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset or liability at the
measurement date. Fair value for measurement and/or disclosure purposes in these financial statements is
determined on such a basis, except for, leasing transactions that are within the scope of Ind AS 17, and
measurements that have some similarities to fair value but are not fair value, such as net realisable value
in Ind AS 2 and value in use in Ind AS 36.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2, or 3
based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as follows:
» Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date;

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

¢ Level 3 inputs are unobservable inputs for the asset or liability.
3.3 Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the asset (or disposal Company) is available for immediate sale in its present
condition subject only to terms that are usual and customary for sales of such asset (or disposal group)
and its sale is highly probable. Management must be committed to the sale, which should be expected to
qualify for recognition as a completed sale within one year from the date of classification.

When the Company is committed to a sale plan involving loss of control of a subsidiary, all of the assets
and liabilities of that subsidiary are classified as held for sale when the criteria described above are met,
regardless of whether the Company will retain a non-controlling interest in its former subsidiary after the
sale.

When the Company is committed to a sale plan involving disposal of an investment, or a portion of an
investment, in an associate or joint venture, the investment or the portion of the investment that will be
disposed of is classified as held for sale when the criteria described above are met, and the Company
discontinues the use of the equity method in relation to the portion that is classified as held for sale. Any
retained portion of an investment in an associate or a joint venture that has not been classified as held for
sale continues to be accounted for using the equity method. The Company discontinues the use of the
equity method at the time of disposal when the disposal results in the Company losing significant influence
over the associate or joint venture.

After the disposal takes place, the Company accounts for any retained interest in the associate or joint
venture in accordance with Ind AS 109 unless the retained interest continues to be an associate or a joint
venture, in which case the Company uses the equity method (see the accounting policy regarding
investments in associates or joint ventures above).

Non-current assets (and disposal Company’s) classified as held for sale are measured at the lower of their
carrying amount and fair value less costs to sell.

/{’rb%\(-'n S 3.4 Revenue Recognition
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FORTIS HOSPITALS LIMITED
NOTES FORMING PART OF THE STANDALONE FINANCIAL STATEMENTS

Cha

ccountants I

applicable and amounts collected on behalf of third parties. Unbilled revenue is recorded for the patients
where patient has not been discharged and invoice are not raised as on the reporting date.
Operating Income (IPD and OPD)

Operating income is recognised as and when the services are rendered / pharmacy items (medical
consumables and drugs) are sold. Revenue from sale of goods are recognised when all the significant risks
and rewards of ownership of goods have been passed to the buyer which coincides with the delivery of
goods. The Company collects goods and service tax (GST) or any other tax as may be applicable on behalf
of the government and, therefore, these are not economic benefits flowing to the Company. Hence, they
are excluded from revenue.

Management fee from hospitals and income from medical services is recognised as and when the
contractual obligations arising out of the contractual arrangements with respective hospitals are fulfilled.

Income from Satellite Centers

Income from satellite centers is recognised on accrual basis in accordance with the terms of respective
agreements entered into in respect thereof.

Income from Clinical Research

Income from clinical research is recognised as and when the services are rendered in accordance with the
terms of the respective agreements.

Income from Sponsorships

Sponsorship income is recognized when the underlying obligations are completed as per contractual terms.

Income from Academic Services

Revenue is recognized on pro-rata basis on the completion of such services over the duration of the
program.

Equipment Lease Rentals and Income from Rent

Revenue is recognised in accordance with the terms of lease agreements entered into with the respective
lessees on straight line basis except where the rentals are structured solely to increase in line with
expected general inflation to compensate for the company’s expected inflationary cost increases.

Export benefits

Income from ‘Service Export from India Scheme’ (SEIS) is recognized on accrual basis as and when
eligible services are performed and convertible foreign exchange is received on a net basis to the extent it
Is certaln that economic benefits will flow to the Company.

Interest income

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow
to the company and the amount of income can be measured reliably. Interest income is accrued on a time
basis, by reference to the principal outstanding at the effective interest rate applicable, which is the rate
that exactly discounts estimated future cash receipts through the expected life of the financial asset to
that asset's net carrying amount on initial recognition.

3.5 Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

Where the Company is the lessee

Rental expense from the operating lease is generally recognised as an expense in the Statement of Profit
and Loss on a straight-line basis over the lease term. Where the rentals are structured solely to increase in

Jine. with expected general inflation to compensate for the lessor's expected inflationary cost increases,
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Assets held under finance lease are initially recognized as assets of the Company at the lower of the fair
value at inception of the leased property or, if lower, present value of minimum lease payments. The
corresponding liability to the lessor is included in the Balance Sheet as a finance lease obligation.

Lease payments are apportioned between the finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are
recognized immediately in the Statement of Profit and Loss, unless they are directly attributed to
qualifying assets, in which they are capitalized in accordance with the Company’s general accounting policy
on borrowing cost. Lease management fees, legal charges and other initial direct costs of lease are
capitalized. Contingent rentals are recognised as expenses in the period in they are incurred.

Where the Company is the lessor

Leases in which the Company does not transfer substantially all the risks and benefits of ownership of the
asset are classified as operating leases. Assets subject to operating leases are included in Property Plant
and Equipment. Rental income on operating lease is recognized in the statement of profit and loss on a
straight-line basis over the lease term. Where the rentals are structured solely to increase in line with
expected general inflation to compensate for the Company's expected inflationary cost increases, such
increases are recognised in the year in which such benefits accrue.

Costs, including depreciation, are recognized as an expense in the Statement of Profit and Loss. Initial
direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of
the leased assets and recognised on a straight line basis over the lease term.

3.6 Foreign currencies

In preparing the financial statements, transactions in currencies other than the Company's functional
currency (foreign currencies) are recognised at the rates of exchange prevailing at the dates of the
transactions.

At the end of each reporting period
i) Monetary items denominated in foreign currencies are retranslated at the rates prevailing at that date,

ii) Non-monetary items carried at fair value that are denominated in foreign currencies are retranslated
at the rates prevailing at the date when the fair value was determined.

iii) Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences on settlement or restatement of monetary items are recognised in the Statement of
Profit and Loss in the period in which they arise except for:

i) Exchange differences on foreign currency borrowings relating to assets under construction for future
productive use, which are included in the cost of those assets when they are regarded as adjustment
to interest costs on those foreign currency borrowings;

iil) Exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor likely to occur (therefore forming part of the investment in the
foreign operation), which are recognised initially in other comprehensive income and reclassified from
equity to the Statement of Profit and Loss on repayment of the monetary items.

3.7 Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.

Interest income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation. All other costs are
__recognised in the Statement of Profit and Loss in the period in which they are incurred.

':3_§'§'\;";Government grants
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FORTIS HOSPITALS LIMITED
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Government grants are recognised in profit or loss on a systematic basis over the periods in which the
Company recognises as expenses the related costs for which the grants are intended to compensate.

Government grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the Company with no future related costs are recognised
in profit or loss in the period in which they become receivable.

3.9 Employee benefits
i) Retirement benefit costs and termination benefits

Payments to defined contribution retirement benefit plans like provident fund and employee state
insurance are recognised as an expense when employees have rendered service entitling them to the
contributions.

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the
projected unit credit method, with actuarial valuations being carried out at each Balance Sheet date.

Remeasurement, comprising actuarial gains and losses, the effect of the changes to the asset ceiling (if
applicable) and the return on plan assets (excluding net interest), is reflected immediately in the balance
sheet with a charge or credit recognised in other comprehensive income in the period in which they
occur. Remeasurement recognised in other comprehensive income is reflected immediately in retained
earnings and is not reclassified to the statement of profit and loss. Past service cost is recognised in the
statement of profit and loss in the period of a plan amendment.

Net interest is calculated by applying the discount rate at the beginning of the period to the net defined
benefit liability or asset.

Defined benefit costs are categorised as follows:

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

> net interest expense; and
» remeasurement

The company presents the first two components of defined benefit costs in the statement of profit and
loss in the line item 'Employee benefits expense' and “Finance Cost” respectively. Curtailment gains and
losses are accounted for as past service costs.

The retirement benefit obligation recognised in the balance sheet represents the actual deficit.

A liability for a termination benefit is recognised at the earlier of when the company can no longer
withdraw the offer of the termination benefit and when the company recognises any related restructuring
costs.

ii) Short-term and other long-term employee benefits:

A liability is recognised for benefits accruing to employees in respect of wages and salaries, annual leave
and sick leave in the period the related service is rendered at the undiscounted amount of the benefits
expected to be paid in exchange for that service.

Liabilities recognised in respect of other long-term employee benefits are measured at the present value
of the estimated future cash outflows expected to be made by the company in respect of services
provided by employees up to the reporting date.

Accumulated leave, which is expected to be utilized within the next 12 months, is treated as short-term
employee benefit. The company measures the expected cost of such absences as the additional amount
that it expects to pay as a result of the unused entitlement that has accumulated at the reporting date.

/”,,’--_:,‘:’;_lr_i_:_-. The company treats accumulated leave expected to be carried forward beyond twelve months, as long-
27 tarm employee benefit for measurement purposes and liability is determined-using the present value of
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immediately taken to the statement of profit and loss and are not deferred. The company presents the
leave as a current liability in the balance sheet; to the extent it does not have an unconditional right to
defer its settlement for 12 months after the reporting date. Where company has the unconditional legal
and contractual right to defer the settlement for a period beyond 12 months, the same is presented as
non-current liability.

iii) Contributions to provident fund

The Company makes contributions to statutory provident fund in accordance with Employees Provident
Fund and Miscellaneous Provisions Act, 1952. Provident Fund is a defined benefit scheme the contribution
of which is being deposited with “Escorts Heart Institute and Research Centre Employees Provident Fund
Trust” managed by the Company; such contribution to the trust additionally requires the Company to
guarantee payment of interest at rates notified by the Central Government from time to time, for which
shortfall, if any has to be provided for as at the Balance Sheet date.

3.10 Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
i) Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from 'profit before
tax' as reported in the statement of profit and loss because of items of income or expense that are taxable
or deductible in other years and items that are never taxable or deductible. The current tax is calculated
using tax rates and tax laws that have been enacted or substantively enacted by the end of the reporting
period.

Current income-tax is measured at the amount expected to be paid to the tax authorities in accordance
with the Income-tax Act, 1961 enacted in India and tax laws prevailing in the respective tax jurisdictions
where the Company operates.

ii) 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 computation of taxable profit.
Deferred tax is also recognised in case of unused tax credits such as minimum alternate tax paid in a year
but is available for utilization in a subsequent year when tax is payable at normative basis.

Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary differences to extent that it is probable that taxable
profits will be available against which those deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the temporary difference arises from the initial
recognition (other than in a business combination) of assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit. In addlition, deferred tax liabillties are not recognised if
the temporary difference arises from the initial recognition of goodwill.

In the case of unused tax losses probability is evaluated considering factors like existence of sufficient
taxable temporary differences, convincing other evidence that sufficient taxable profit will be available. At
the end of each reporting period, the Company reassesses unrecognized deferred tax assets and, the
company recognizes a previously unrecognized deferred tax asset to the extent that it has become
probable that future taxable profit will allow the deferred tax asset to be recovered.

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 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

, s\“ns carrylng amount of its assets and liabilities.
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iii) Current and deferred tax for the year

Current and deferred tax are recognised in the Statement of Profit and 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.

3.11 Property, plant and equipment(*PPE’)

PPE held for use in the supply of services, or for administrative purposes, are stated in the Balance Sheet
at cost less accumulated depreciation and accumulated impairment losses. Freehold land is not
depreciated.

Cost includes professional fees and, for qualifying assets, borrowing costs capitalised in accordance with
the Company's accounting policy. 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.

Components of costs

The cost of an asset includes the purchase cost including import duties and non-refundable taxes,
borrowing costs if capitalization criteria are met and any directly attributable costs of bringing an asset to
the location and condition of its intended use.

Subsequent expenditure related to an item of PPE is added to its carrying value only if it increases the
future benefits from the existing asset beyond its previously assessed standard of performance.

All other expenditure related to existing assets including day-to-day repair and maintenance expenditure
and cost of replacing parts, are charged to the statement of profit and loss in the period during which
such expenditure is incurred.

Projects under which tangible fixed assets are not yet ready for their intended use are carried at cost,
comprising of direct cost, related incidental expenses and attributable interest and such properties are
classified to the appropriate categories of PPE when completed and ready to use.

Depreciation commences when the assets are ready for their intended use. Depreciation on all PPE
except freehold land are provided on a straight-line method based on the estimated useful life of PPE,
which is follows:

PPE Useful Lives
Building 30 Years
Plant and machinery 15 years
Medical equipments 13 years
Computers 3 years
Furniture and fittings 10 years
Office equipment's 5 years
Vehicles 4 - 8 years

Depreciation on Leasehold improvements is provided over the primary period of lease or over the useful
lives of the respective PPE, whichever is shorter.

Buildings constructed over the land under lease are depreciated over the shorter of estimated life or lease
period.

The useful life of PPE are reviewed at the end of each reporting period if the expected useful life of the
asset changes significantly from previous estimates, the effect of such change in estimates are accounted
for prospectively.

The carrying amount of a PPE is de-recognised upon disposal of PPE or when no future economic benefits

are expected from its use. Any gain or loss arising on the disposal or retirement of an item of PPE is

determined as the difference between the sales proceeds and the carrying amount of the asset and is

recognised in the statement of profit and loss. The carrying amount of PPE i .eaﬁ? eﬁ assets held for sale
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3.12 Intangible Assets

Intangible Assets Acquired Separately

Intangible assets with finite useful life that are acquired separately are carried on initial recognition at cost
less accumulated amortisation and accumulated impairment losses, if any. Amortisation is recognised on a
straight-line basis over their estimated useful lives. The estimated useful life and amortization method are
reviewed at the end of each reporting period, with the effect of any changes in estimate being accounted
for on a prospective basis. Intangible assets with indefinite useful lives that are acquired separately are
carried at cost less accumulated impairment losses.

Cost is the amount of cash or cash equivalents paid or the fair value of other consideration given to
acquire an asset at the time of its acquisition or development, or, when applicable, the amount attributed
to that asset when initially recognised in accordance with the specific requirements of other Indian
Accounting Standards.

The Cost of Intangible assets are amortized on a straight line basis over their estimated useful life which is
as follows.

Technical Know-how fees

Technical Know-how fees are amortised over a period of 3 - 5 years from the date of commencement of
commercial operation by the respective entity.

Software

Cost of software is amortized over a period of 3-6 years, being the estimated useful life as per the
management estimates.

License fee

License fees capitalized as intangible asset is amortised over a period of 4-10 years, being management
estimate of the useful life of the asset.

Assets developed

Assets developed are amortized over a period of 5 years, being the estimated useful life as per the
management estimates.

Non-Compete fee

Non-compete fee which is valued based on the incremental cash flows attributable to the non-compete
covenant entered during the acquisition of business by a subsidiary is capitalised and amortised over an
estimated useful life of 3-5 years over which the benefils are likely to accrue, on a straight-line basis.

Internally-generated intangible assets - research and development expenditure

Expenditure on research activities is recognised as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from development (or from the development phase of an
internal project) is recognised if, and only if, all of the following have been demonstrated:

e the technical feasibility of completing the intangible asset so that it will be available for use or
sale;

e the intention to complete the intangible asset and use or seli it;
o the ability to use or sell the intangible asset;
¢ how the intangible asset will generate probable future economic benefits;

e the availability of adequate technical, financial and other resources to complete the development
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The amount initially recognised for internally-generated intangible assets is the sum of the expenditure
incurred from the date when the intangible asset first meets the recognition criteria listed above. Where no
internally-generated intangible asset can be recognised, development expenditure is recognised in the
Statement of profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less
accumulated amortisation and accumulated impairment losses, on the same basis as intangible assets that
are acquired separately.

Derecognition of intangible assets

An intangible asset is de-recognised on disposal, or when no future economic benefits are expected from
use or disposal. Gains and losses arising from de-recognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and are recognised in
the Statement of Profit and Loss when the asset is de-recognised.

3.13 Impairment of tangible and intangible asset other than goodwiill

At the end of each reporting period, the Company reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication based on internal/ external factors that
those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent of the impairment loss (if any). When it is not
possible to estimate the recoverable amount of an individual asset, the company estimates the
recoverable amount of the cash-generating unit to which the asset belongs. When a reasonable and
consistent basis of allocation can be identified, corporate assets are also allocated to individual cash-
generating units, or otherwise they are allocated to the smallest group of cash-generating units for which
a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually, and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the
asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in the Statement of Profit and Loss.

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the assel (or cash-generating unit) in prior years. A reversal of an Impalrment loss Is
recognised immediately in the Statement of Profit and Loss.

3.14 Inventories

Inventories of medical consumables, drugs, and stores and spares are valued at lower of cost and net
releasable value. Cost is determined on weighted average basis. Cost includes all charges in bringing the
goods to their present location and condition.

Net realizable value represents the estimated selling price in the ordinary course of business, less
estimated costs of completion and estimated costs necessary to make the sale.

3.15 Provision

Provisions are recognised when the company has a present obligation (legal or constructive) as a result of
a past event, 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

1S bresent obligation at the end of the reporting period, taking into account. the fisks and uncertainties
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When some or all of the economic benefits required to settle a provision are expected to be recovered
from a third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will
be received and the amount of the receivable can be measured reliably.

3.16 Contingent liabilities

A contingent liability is a possible obligation that arises from past events whose existence will be
confirmed by the occurrence or non-occurrence of one or more uncertain future events beyond the control
of the Company or a present obligation that is not recognized because it is not probable that an outflow of
resources will be required to settle the obligation. A contingent: liability also arises in extremely rare cases
where there is a liability that cannot be recognized because it cannot be measured reliably. The Company
does not recognize a contingent liability but discloses its existence in the financial statements.

3.17 Segment Reporting

The Company is primarily engaged in the business of healthcare services which is the only reportable
business segment as per Ind AS 108 'Operating Segments’. Healthcare services include various patient
services delivered through clinical establishment, medical service companies, pathology and radiology
services etc.

The Company's business activity primarily falls within a single geographical segment.
3.18 Earnings per share
The Company presents basic and diluted earnings per share (“"EPS”) data for its equity shares.

Basic EPS is calculated by dividing the profit or loss attributable to equity shareholders of the Company by
the weighted average number of common shares outstanding during the period.

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

Potential equity shares are deemed to be dilutive only if their conversion to equity shares would decrease
earning per share from continuing operations. Potential dilutive equity shares are deemed to be converted
as at the beginning of the period, unless they have been issued at a later date. The dilutive potential
equity shares are adjusted for the proceeds receivable had the shares been actually issued at fair value
(i.e. average market value of the outstanding shares). Dilutive potential equity shares are determined
independently for each period presented.

3.19 Operating cycle

Based on the nature of products / activities of the Company and the normal time between acquisition of
assets and their realisation In cash or cash equivalents, the Company has determined its operating cycle
as 12 months for the purpose of classification of its assets and liabilities as current and non-current.

3.20 Financial Instrument

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

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in profit or loss.

3.21 Financial Assets

All regular way 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

//’skms assets within the time frame established by regulation or convention in the marketplace
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Classification of financial assets

All regular way 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.

All recognised financial assets are subsequently measured in their entirety at either amortised cost or fair
value, depending on the classification of the financial assets

Debt Instrument that meet the following conditions are subsequently measured at amortised cost
(except for debt instrument that are designated as at fair value through profit or loss (‘FVTPL’) on initial
recognition):

» the asset is held within a business model whose objective is to hold assets in order to collect
contractual cash flows; and

» 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.

Debt Instrument that meet the following conditions are subsequently measured at fair value through
other comprehensive income (‘FVTOCI’) (except for debt instrument that are designated as at FVTPL on
initial recognition):

> the asset is held within a business model whose objective is achieved both by collecting contractual
cash flows and selling financial assets; and

> 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.

Interest income is recognised in profit or loss for FVTOCI debt instrument. For the purposes of
recognising foreign exchange gains and losses, FVTOCI debt instrument are treated as financial assets
measured at amortised cost. Thus, the exchange differences on the amortised cost are recognised in
profit or loss and other changes in the fair value of FVTOCI financial assets are recognised in other
comprehensive income and accumulated under the heading of ‘Reserve for debt instrument through
other comprehensive income’. When the investment is disposed of, the cumulative gain or loss previously
accumulated in this reserve is reclassified to profit or loss.

All other financial assets are subsequently measured at fair value.

Effective interest method

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

Income is recognised on an effective interest basis for debt instruments other than those financial assets
classified as at FVTPL. Interest income is recognised in profit or loss and is included in the “Other
income” tine item.

Financial assets at fair value through profit or loss

Debt instrument that do not meet the amortized cost criteria or debt instrument that meet the FVTOCI
criteria are measured at FVTPL. In addition, debt instrument that meet amortized cost criteria or the
FVTOCI criteria but are designated as at FVTPL are measured at FVTPL.

A financial asset that meets the amortised cost criteria or debt instruments that meet the FVTOCI criteria

may be designated as at FVTPL upon initial recognition if such designation eliminates or significantly

reduces a measurement or recognition inconsistency that would arise from measuring assets or liabilities

TR recognising the gains and losses on them on different bases. The Company has not designated any

/055 debt instrument as at FVTPL. “Dila
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income’ line item. Dividend on financial assets at FVTPL is recognised when the Company’s right to
receive the dividends is established, it is probable that the economic benefits associated with the
dividend will flow to the entity, the dividend does not represent a recovery of part of cost of the
investment and the amount of dividend can be measured reliably.

The Company applies the expected credit loss model for recognising impairment loss on financial assets
measured at amortised cost, debt instruments at FVTOCI, lease receivables, trade receivables, other
contractual rights to receive cash or other financial asset, and financial guarantees not designated as at
FVTPL.

Expected credit losses are the weighted average of credit losses with the respective risks of default
occurring as the weights. Credit loss is the difference between all contractual cash flows that are due to
the Company in accordance with the contract and all the cash flows that the Company expects to receive
(i.e. all cash shortfalls), discounted at the original effective interest rate (or credit-adjusted effective
interest rate for purchased or originated credit-impaired financial assets). The Company estimates cash
flows by considering all contractual terms of the financial instrument (for example, prepayment,
extension, call and similar options) through the expected life of that financial instrument.

The Company measures the loss allowance for a financial instrument at an amount equal to the lifetime
expected credit losses if the credit risk on that financial instrument has increased significantly since initial
recognition. If the credit risk on a financial instrument has not increased significantly since initial
recognition, the Company measures the loss allowance for that financial instrument at an amount equal
to 12-month expected credit losses. 12-month expected credit losses are portion of the life-time
expected credit losses and represent the lifetime cash shortfalls that will result if default occurs within
the 12 months after the reporting date and thus, are not cash shortfalls that are predicted over the next
12 months.

If the Company measured loss allowance for a financial instrument at lifetime expected credit loss model
in the previous period, but determines at the end of a reporting period that the credit risk has not
increased significantly since initial recognition due to improvement in credit quality as compared to the
previous period, the Company again measures the loss allowance based on 12-month expected credit
losses.

When making the assessment of whether there has been a significant increase in credit risk since initial
recognition, the Company uses the change in the risk of a default occurring over the expected life of the
financial instrument instead of the change in the amount of expected credit losses. To make that
assessment, the Company compares the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial instrument as at the date of initial
recognition and considers reasonable and supportable information, that is available without undue cost or
effort, that is indicative of significant increases in credit risk since initial recognition.

For trade receivables or any conltractual right to receive cash or another financial asset that result from
transactions that are within the scope of Ind AS 11 and Ind AS 18, the Company always measures the
loss allowance at an amount equal to lifetime expected credit losses.

Further, for the purpose of measuring lifetime expected credit loss allowance for trade receivables, the
Company has used a practical expedient as permitted under Ind AS 109. This expected credit loss
allowance is computed based on a provision matrix which takes into account historical credit loss
experience and adjusted for forward-looking information.

The impairment requirements for the recognition and measurement of a loss allowance are equally
applied to debt instruments at FVTOCI except that the loss allowance is recognised in other
comprehensive income and is not reduced from the carrying amount in the balance sheet.

Derecognition 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

: "-j-retamed interest in the asset and an associated liability for amounts it may have to pay. If the Company

P talns substantially all the risks and rewards of ownership of a transferred fmanczalaassat the Company
tinues to recognise the financial asset and also recognises a collaterahse;ﬂ borrowmg fm- the proceeds
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On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable and the cumulative gain or loss that had been
recognised in other comprehensive income and accumulated in equity is recognised in profit or loss if
such gain or loss would have otherwise been recognised in profit or loss on disposal of that financial
asset.

On derecognition of a financial asset other than in its entirety (e.g. when the Company retains an option
to repurchase part of a transferred asset), the Company allocates the previous carrying amount of the
financial asset between the part it continues to recognise under continuing involvement, and the part it
no longer recognises on the basis of the relative fair values of those parts on the date of the transfer.
The difference between the carrying amount allocated to the part that is no longer recognised and the
sum of the consideration received for the part no longer recognised and any cumulative gain or loss
allocated to it that had been recognised in other comprehensive income is recognised in profit or loss if
such gain or loss would have otherwise been recognised in profit or loss on disposal of that financial
asset. A cumulative gain or loss that had been recognised in other comprehensive income is allocated
between the part that continues to be recognised and the part that is no longer recognised on the basis
of the relative fair values of those parts.

Foreign exchange gains and losses

The fair value of financial assets denominated in a foreign currency is determined in that foreign currency
and translated at the spot rate at the end of each reporting period. For foreign currency denominated
financial assets measured at amortised cost and FVTPL, the exchange differences are recognised in profit
or loss except for those which are designated as hedging instruments in a hedging relationship.

Changes in the carrying amount of investment in equity instrument at FVTOCI relatmg to changes in
foreign currency rates are recognized in other comprehensive income.

For the purpose of recognizing foreign exchange gains and losses, FVTOCI debt instrument are treated as
financial assets measured at amortized co