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Notes to Financial Statements

1. Corporate and General Information  

POWERGRID Khavda II-B Transmission Limited (Erstwhile Khavda II-B Transmission Limited) is a public company 
domiciled and incorporated in India under the provisions of The Companies Act and a wholly owned subsidiary of 
Power Grid Corporation of India Limited. The registered office of the Company is situated at B-9, Qutab Institutional 
Area, Katwaria Sarai, New Delhi-110 016, India.   

The Company was incorporated on 21nd April 2022 for Transmission scheme for evacuation of 4.5 GW RE injection 
at Khavda P.S. under Phase-II-Part B. POWERGRID has acquired 100% equity shares from REC Power Development 
and Consultancy Limited on 21.03.2023. Project is under construction. 

The Company is engaged in business of Power Systems Network, construction, operation and maintenance of 
transmission systems and other related allied activities.   

2. Material Accounting Policy Information 

A summary of the material accounting policy information applied in the preparation of the financial statements are 
as given below. These accounting policies have been applied consistently to all periods presented in the financial 
statements. 

2.1 Basis of Preparation 

i) Compliance with Ind AS  

The financial statements are prepared in compliance with Indian Accounting Standards (Ind AS) notified under 
Section 133 of the Companies Act, 2013 (the Act), Companies (Indian Accounting Standards) Rules, 2015, the 
relevant provisions of the Companies Act, 2013 and the provisions of Electricity Act, 2003, in each case, to the extent 
applicable and as amended thereafter. 

ii) Basis of Measurement 

The financial statements have been prepared on accrual basis and under the historical cost convention except certain 
financial assets and liabilities measured at fair value (Refer Note no. 2.11 for accounting policy regarding financial 
instruments).   : 

iii) Functional and presentation currency  

The financial statements are presented in Indian Rupees (Rupees 
presentation currency, and all amounts are rounded to the nearest lakhs and two decimals thereof, except as stated 
otherwise. 

iv) Use of estimates  

The preparation of financial statements requires estimates and assumptions that affect the reported amount of 
assets, liabilities, revenue and expenses during the reporting period. Although, such estimates and assumptions are 
made on a reasonable and prudent basis taking into account all available information, actual results could differ 
from these estimates. The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to 
accounting estimates are recognised in the period in which the estimate is revised if the revision effects only that 
period or in the period of the revision and future periods if the revision affects both current and future years (refer 
Note no. 3 on critical accounting estimates, assumptions and judgments). 

v) Current and non-current classification 

The Company presents assets and liabilities in the balance sheet based on current/non-current classification.  

An asset is current when it is: 

The financial statements of the company for the year ended 31 March 2024 were approved for issue by the Board 
of Directors on 04 May 2024. 



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

 Held primarily for the purpose of trading; 

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

 Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve 
months after the reporting period.  

All other assets are classified as non-current. 

A liability is current when:  

 It is expected to be settled in normal operating cycle;  

 It is held primarily for the purpose of trading;  

 It is due to be settled within twelve months after the reporting period; or  

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

All other liabilities are classified as non-current.  

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

The Company recognises twelve months period as its operating cycle. 

2.2 Property, Plant and Equipment 

Initial Recognition and Measurement 

Property, Plant and Equipment is initially measured at cost of acquisition/construction including any costs directly 
attributable to bringing the asset to the location and condition necessary for it to be capable of operating in the 
manner intended by management. After initial recognition, Property, Plant and Equipment is carried at cost less 
accumulated depreciation / amortisation and accumulated impairment losses, if any. 

The cost of land includes provisional deposits, payments/liabilities towards compensation, rehabilitation and other 
expenses wherever possession of land is taken. 

Expenditure on levelling, clearing and grading of land if incurred for construction of building is capitalised as part of 
cost of the related building. 

Spares parts whose cost is 5,00,000/- and above, standby equipment and servicing equipment which meets the 
recognition criteria of Property, Plant and Equipment are capitalised.  

 

Subsequent costs 

Subsequent expenditure is recognised as an increase in carrying amount of assets when it is probable that future 
economic benefits deriving from the cost incurred will flow to the company and cost of the item can be measured 
reliably. 

The cost of replacing part of an item of Property, Plant & Equipment is recognised in the carrying amount of the item 
if it is probable that future economic benefits embodied within the part will flow to the company and its cost can be 
measured reliably. The carrying amount of the replaced part is derecognised. If the cost of the replaced part or 
earlier inspection component is not available, the estimated cost of similar new parts/inspection component is used 
as an indication of what the cost of the existing part/ inspection component was when the item was acquired or 
inspection was carried out. 

The costs of the day-to-day servicing of property, plant and equipment are recognised in the Statement of Profit & 
Loss as incurred. 



Derecognition 

An item of Property, Plant and Equipment is derecognised on disposal or when no future economic benefits are 
expected from its use or disposal. 

The gain or loss arising from derecognition of an item of property, plant and equipment is determined as the 
difference between the net disposal proceeds and the carrying amount of the asset and is recognised in the 
Statement of Profit and Loss on the date of disposal or derecognition. 

2.3 Capital Work-In-Progress (CWIP) 

Cost of material, erection charges and other expenses incurred for the construction of Property, Plant and Equipment 
are shown as CWIP based on progress of erection work till the date of capitalisation.  

Expenditure of office, and Projects, directly attributable to construction of property, plant and equipment are 
identified and allocated on a systematic basis to the cost of the related assets. 

Interest during construction and expenditure (net) allocated to construction as per policy above are kept as a 
separate item under CWIP and apportioned to the assets being capitalised in proportion to the closing balance of 
CWIP. 

Unsettled liability for price variation/exchange rate variation in case of contracts is accounted for on estimated basis 
as per terms of the contracts. 

2.4 Intangible Assets and Intangible Assets under development 

Intangible assets with finite useful life that are acquired separately are carried at cost less any accumulated 
amortisation and accumulated impairment losses.  

Subsequent expenditure on already capitalised Intangible assets is capitalised when it increases the future economic 
benefits embodied in an existing asset and is amortised prospectively.  

The cost of software (which is not an integral part of the related hardware) acquired for internal use and resulting 
in significant future economic benefits is recognised as an intangible asset when the same is ready for its use. 

Afforestation charges for acquiring right-of-way for laying transmission lines are accounted for as intangible assets 
under development till the commissioning of transmission lines.   

Expenditure incurred, eligible for capitalisation 
 till such assets are ready for their intended use.  

An item of Intangible asset is derecognised upon disposal or when no future economic benefits are expected from 
its use or disposal. Gains or losses arising from derecognition 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 derecognised. 

 

2.5 Depreciation / Amortisation 

Property, Plant and Equipment 

Depreciation/Amortisation on the items of Property, Plant and Equipment is provided on straight line method based 
on the useful life specified in Schedule II of the Companies Act, 2013 except for the following items of property, plant 
and equipment on which depreciation is provided based on estimated useful life as per technical assessment.   

S. No. Particulars Useful life 
1 Computers and Peripherals 3 Years 
2 Servers and Network Components 5 years 



Depreciation on spares parts, standby equipment and servicing equipment which are capitalised, is provided on 
straight line method from the date they are available for use over the remaining useful life of the related assets of 
transmission business. 

Residual value is considered as 5% of the Original Cost for all items of Property, Plant and Equipment in line with 
Companies Act, 2013 except for Computers and Peripherals and Servers and Network Components for which residual 
value is considered as Nil. 

- or less, are fully depreciated in the year of acquisition. 

Where the cost of depreciable property, plant and equipment has undergone a change due to price adjustment, 
change in duties or similar factors, the unamortised balance of such asset is depreciated prospectively. 

Depreciation on additions to/deductions from Property, Plant and Equipment during the year is charged on pro-rata 
basis from/up to the date on which the asset is available for use/disposed.  

The residual values, useful lives and methods of depreciation for items of property, plant and equipment are 
reviewed at each financial year-end and adjusted prospectively, wherever required. 

Right of Use Assets: 

Right of Use assets are fully depreciated from the lease commencement date on a straight line basis over the lease 
term. 

Leasehold land is fully amortised over lease period or life of the related plant whichever is lower Leasehold land 
acquired on perpetual lease is not amortised. 

Intangible Assets 

Cost of software capitalised as intangible asset is amortised over the period of legal right to use or 3 years, whichever 
is less with Nil residual value.  

Amortisation on additions to/deductions from Intangible Assets during the year is charged on pro-rata basis from/up 
to the date on which the asset is available for use/disposed. 

The amortisation period and the amortisation method for intangible assets are reviewed at each financial year-end 

in Accounting Estimates and Errors  

2.6 Borrowing Costs 

Borrowing costs directly attributable to the acquisition or construction of qualifying assets are capitalised (net of 
income on temporary deployment of funds) as part of the cost of such assets till the assets are ready for the intended 
use. Qualifying assets are assets which take a substantial period of time to get ready for their intended use. 

All other borrowing costs are recognised in Statement of Profit and Loss in the period in which they are incurred.  

2.7 Impairment of non-financial assets  

-financial assets are reviewed at each reporting date to determine 

such indication exists, then th  

The recoverable amount of an asset or cash-generating unit is the higher of its fair value less costs to disposal and 
its 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. For the purpose of impairment testing, 
assets that cannot be tested individually are grouped together into the smallest group of assets that generates cash 
inflows from continuing use that are largely independent of the cash inflows of other assets or groups of assets (the 

-generating unit  



An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable 
amount. Impairment losses are recognised in the statement of profit and loss. Impairment losses recognised in 
respect of CGUs are reduced from the carrying amounts of the assets of the CGU. 

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss 
has decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used 
to determine the recoverable amount. An impairment loss is reversed only to the extent that the  carrying 
amount does not exceed the carrying amount that would have been determined, net of depreciation or 
amortisation, if no impairment loss had been recognised. 

2.8 Cash and cash equivalents 

Cash and cash equivalents include cash on hand and at bank, and deposits held at call with banks having a maturity 
of three months or less from the date of acquisition that are readily convertible to a known amount of cash and are 
subject to an insignificant risk of changes in value.  

2.9 Inventories 

Inventories are valued at lower of the cost, determined on weighted average basis and net realisable value. 

Spares which do not meet the recognition criteria as Property, Plant and Equipment, including spare parts whose 
cost is less than 5,00,000/- are recorded as inventories. 

Surplus materials as determined by the management are held for intended use and are included in the inventory. 

The diminution in the value of obsolete, unserviceable and surplus stores and spares is ascertained on review and 
provided for. 

2.10 Leases 

Lease is a contract that conveys the right to control the use of an identified asset for a period of time in exchange 
for consideration. 

To assess whether a contract conveys the right to control the use of an identified asset, the Company assesses 
whether:  

(i) the contract involves use of an identified assets,  

(ii) the customer has substantially all the economic benefits from the use of the asset through the period of the lease 
and  

(iii) the customer has the right to direct the use of the asset. 

i) As a Lessee 

At the date of commencement of the lease, the Company recognises a right-of-use asset (ROU) and a corresponding 
lease liability for all lease arrangements in which it is a lessee, except for lease with a term of twelve months or less 
(i.e. short-term leases) and leases for which the underlying asset is of low value. For these short-term and leases for 
which the underlying asset is of low value, the Company recognises the lease payments on straight-line basis over 
the term of the lease. 

Certain lease arrangements include the options to extend or terminate the lease before the end of the lease term. 
ROU assets and lease liabilities includes these options when it is reasonably certain that they will be exercised. 

The right-of-use assets are initially recognised at cost, which comprises the amount of the initial measurement of 
the lease liability adjusted for any lease payments made at or before the inception date of the lease along with any 
initial direct costs, restoration obligations and lease incentives received.  

Subsequently, the right-of-use assets is measured at cost less any accumulated depreciation, accumulated 
impairment losses, if any and adjusted for any remeasurement of the lease liability. The Company applies Ind AS 36 
to determine whether a ROU asset is impaired and accounts for any identified impairment loss as described in the 
accounting policy 2.7 -  



The lease liability is initially measured at present value of the lease payments that are not paid at that date. 

The interest cost on lease liability is expensed in the Statement of Profit and Loss, unless eligible for capitalisation as 
per accounting policy 2.6  

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

ii) As a Lessor 

A lease is classified at the inception date as a finance lease or an operating lease.  

a) Finance leases  

A lease that transfers substantially all the risks and rewards incidental to ownership of an asset is classified as a 
finance lease. 

Transmission system assets developed only for the State Transmission Utilities and Transmission system assets 
developed on Build, Own, Operate and Transfer (BOOT) are considered as ready for intended use after meeting the 
conditions for commercial operation as stipulated in Transmission Service Agreement (TSA) and transferred to lease 
receivables accordingly. 

Net investment in leased assets are recorded as receivable at the lower of the fair value of the leased property and 
the present value of the minimum lease payments as Lease Receivables under current and non-current other 
financial assets.  

In case, final settlement of bills with contractors is yet to be effected, Net investment is considered on provisional 
basis subject to necessary adjustments in the year of final settlement. 

The interest element of lease is accounted in the Statement of Profit and Loss over the lease period based on a 
pattern reflecting a constant periodic rate of return on the net investment. 

b) Operating leases 

An operating lease is a lease other than a finance lease. Leases in which a significant portion of the risks and rewards 
of ownership are retained by the lessor are classified as operating leases.  

For operating leases, the asset is capitalised as property, plant and equipment and depreciated over its economic 
life. Rental income from operating lease is recognised over the term of the arrangement. 

2.11 Financial instruments  

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity 
instrument of another entity. 

Financial Assets 

Classification 

The Company classifies its financial assets in the following categories: 

 at amortised cost, 

 at fair value through other comprehensive income 

The classification depends on the following: 

  

 the contractual cash flow characteristics of the financial asset 

 

 



Initial recognition and measurement 

All financial assets are recognised initially at fair value plus, in the case of financial assets not recorded at fair value 
through profit or loss, transaction costs, if any, that are attributable to the acquisition of the financial asset. However, 
trade receivables that do not contain a significant financing component are measured at transaction price. 

Subsequent measurement 

Debt Instruments at Amortised cost: Assets that are held for collection of contractual cash flows where those cash 
flows represent solely payments of principal and interest are measured at amortised cost. A gain or loss on a debt 
investment that is subsequently measured at amortised cost is recognised in profit or loss when the asset is 
derecognised or impaired. Interest income from these financial assets is included in finance income using the 
effective interest rate method. 

Debt Instruments at Fair value through other comprehensive income (FVOCI):  Assets that are held for collection of 

principal and interest, are measured at fair value through other comprehensive income (FVOCI). On derecognition 
of the asset, cumulative gain or loss previously recognised in OCI is reclassified from the equity to profit and loss. 
Interest income from these financial assets is included in finance income using the effective interest rate method. 

Debt instruments at Fair value through profit or loss (FVPL): Assets that do not meet the criteria for amortised cost 
or FVOCI are measured at fair value through profit or loss. Interest income and net gain or loss on a debt instrument 
that is subsequently measured at FVPL are recognised in statement of profit and loss and presented within other 
income in the period in which it arises. 

Derecognition of financial assets 

A financial asset is derecognised only when 

i) The right to receive cash flows from the asset have expired, or  

ii) a) The company has transferred the rights to receive cash flows from the financial asset (or) retains the 
contractual rights to receive the cash flows of the financial assets, but assumes a contractual obligation to 
pay the cash flows to one or more recipients and  

b) the company has transferred substantially all the risks and rewards of the asset (or) the company has 
neither transferred nor retained substantially all the risks and rewards of the asset but has transferred 
control of the asset. 

The difference between the carrying amount and the amount of consideration received/receivable is recognised in 
the Statement of Profit and Loss. 

Impairment of financial assets: 

For trade receivables and contract assets, the company applies the simplified approach required by Ind AS 109 
Financial Instruments, which requires expected lifetime losses to be recognised from initial recognition of the 
receivables. 

For recognition of impairment loss on other financial assets and risk exposure, the company determines whether 
there has been a significant increase in the credit risk since initial recognition. If credit risk has not increased 
significantly, 12-month Expected Credit Loss (ECL) is used to provide for impairment loss. However, if credit risk has 
increased significantly, lifetime ECL is used. If, in a subsequent period, credit quality of the instrument improves such 
that there is no longer a significant increase in credit risk since initial recognition, then the entity reverts to 
recognising impairment loss allowance based on 12 -month ECL. 

Financial Liabilities 

Financial liabilities of the Company are contractual obligation to deliver cash or another financial asset to another 
entity or to exchange financial assets or financial liabilities with another entity under conditions that are potentially 
unfavourable to the Company.  



& borrowings, trade and other payables. 

Classification, initial recognition and measurement 

Financial liabilities are recognised initially at fair value minus, in the case of financial liabilities not recorded at fair 
value through profit or loss, transaction costs that are directly attributable to the issue of financial liabilities.  

Subsequent measurement 

After initial recognition, financial liabilities are subsequently measured at amortised cost using the EIR method. 
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that 
are an integral part of the effective interest rate (EIR). Any difference between the proceeds (net of transaction 
costs) and the redemption amount is recognised in the Statement of Profit and Loss over the period of the 
borrowings using the EIR. Gains and losses are recognised in Statement of Profit and Loss when the liabilities are 
derecognised.  

The EIR amortisation is included as finance costs in the Statement of Profit and Loss. 

Derecognition of financial liability 

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When 
an existing liability is replaced by another from the same lender on substantially different terms, or the terms of an 
existing liability are substantially modified, such an exchange or modification is treated as the derecognition of the 
original liability and the recognition of a new liability. The difference between the carrying amount of a financial 
liability that has been extinguished or transferred to another party and the consideration paid, including any non-
cash assets transferred or liabilities assumed, is recognised in Statement of Profit and Loss as other income or finance 
cost. 

Offsetting of financial instruments 

Financial assets and financial liabilities are offset, and the net amount is reported in the Balance Sheet if there is a 
currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net basis, 
to realise the assets and settle the liabilities simultaneously. 

 

2.12 Foreign Currency Translation 

(a) Functional and presentation currency 

Items included in the financial statements of the Company are measured using the currency of the primary economic 

Indian Rupees (Rupees or  

(b) Transactions and balances 

Transactions in foreign currencies are initially recorded at the exchange rates prevailing on the date of the 
transaction. Foreign currency monetary items are translated with reference to the rates of exchange ruling on the 
date of the Balance Sheet. Non-Monetary items denominated in foreign currency are reported at the exchange rate 
ruling on the date of initial recognition of the non-monetary prepayment asset or deferred income liability, or the 
date that related item is recognised in the financial statements, whichever is earlier. In case the transaction is 
recognised in stages, then transaction date is established for each stage. 

Foreign exchange gains and losses are presented in the statement of profit and loss on a net basis within other gains/ 
(losses). 

2.13 Income Tax 

Income tax expense represents the sum of current and deferred tax. Tax is recognised in the Statement of Profit and 
Loss, except to the extent that it relates to items recognised directly in equity or other comprehensive income. In 
this case the tax is also recognised directly in equity or in other comprehensive income. 



Current income tax 

The Current Tax is based on taxable profit for the year under the tax laws enacted and applicable to the reporting 
period in the countries where the company operates and generates taxable income and any adjustment to tax 
payable in respect of previous years. 

Deferred tax 

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the 
is 

accounted for using the Balance Sheet method. Deferred tax assets are generally recognised for all deductible 
temporary differences, unused tax losses and unused tax credits to the extent that it is probable that future taxable 
profits will be available against which those deductible temporary differences, unused tax losses and unused tax 
credits can be utilised. The carrying amount of deferred tax assets is reviewed at each Balance Sheet date and 
reduced to the extent that it is no longer probable that sufficient taxable profits will be available against which the 
temporary differences can be utilised. 

Deferred tax assets and liabilities 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 Balance Sheet date. 

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and 
assets, and they relate to income taxes levied by the same tax authority. 

2.14 Revenue  

Revenue is measured based on the transaction price to which the Company expects to be entitled in a contract with 
a customer and excludes amounts collected on behalf of third parties. The Company recognises revenue when it 
transfers control of a product or service to a customer. 

Significant Financing Component 

Where the period between the transfer of the promised goods or services to the customer and payment by the 
customer exceeds one year, the Company assesses the effects of significant financing component in the contract. As 
a consequence, the Company makes adjustment in the transaction prices for the effects of time value of money.  

2.14.1 Revenue from Operations 

Transmission Income is accounted for based on tariff orders notified by the Electricity Regulatory Commissions. 

As at each reporting date, transmission income includes an accrual for services rendered to the customers but not 
yet billed. 

Rebates allowed to beneficiaries as early payment incentives are deducted from the amount of revenue. 

The Transmission system incentive / disincentive is accounted for based on certification of availability by the 
respective Regional Power Committees (RPCs) and in accordance with the Transmission Service Agreement (TSA) 
signed by the Company along with applicable rules and regulations. Where certification by RPCs is not available, 
incentive/disincentive is accounted for on provisional basis as per estimate of availability by the company and 
differences, if any is accounted upon certification by RPCs.  

2.14.2 Other Income 

Interest income is recognised, when no significant uncertainty as to measurability or collectability exists, on a time 
proportion basis taking into account the amount outstanding and the applicable interest rate, using the effective 
interest rate method (EIR). 

Surcharge recoverable from trade receivables, liquidated damages, warranty claims and interest on advances to 
suppliers are recognised when no significant uncertainty as to measurability and collectability exists. 

Income from Scrap is accounted for as and when sold. 



Insurance claims for loss of profit are accounted for in the year of acceptance. Other insurance claims are accounted 
for based on certainty of realisation. 

Revenue from rentals and operating leases is recognised on an accrual basis in accordance with the substance of the 
relevant agreement. 

2.15 Dividends  

Annual dividend distribution to the shareholders is recognised as a liability in the period in which the dividends are 
approved by the shareholders. Any interim dividend paid is recognised on approval by Board of Directors. Dividend 
payable and corresponding tax on dividend distribution is recognised directly in equity. 

2.16 Provisions and Contingencies 

a) Provisions 

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past 
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation and a reliable estimate can be made of the amount of the obligation. If the effect of the time value of 
money is material, provisions are discounted. Unwinding of the discount is recognised in the Statement of Profit and 
Loss as a finance cost. Provisions are reviewed at each Balance Sheet date and are adjusted to reflect the current 
best estimate. 

b) Contingencies 

Contingent liabilities are disclosed on the basis of judgment of the management / independent experts. These are 
reviewed at each balance sheet date and are adjusted to reflect the current management estimate. 

Contingent liabilities are disclosed when there is a possible obligation arising from past events, the existence of 
which will be confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly 
within the control of the Company or a present obligation that arises from past events where it is either not probable 
that an outflow of resources will be required to settle or a reliable estimate of the amount cannot be made. 
Information on contingent liability is disclosed in the Notes to the Financial Statements. 

Contingent assets are possible assets that arise from past events and whose existence will be confirmed only by the 
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Company. 
Contingent assets are disclosed in the financial statements when inflow of economic benefits is probable on the 
basis of judgment of management. These are assessed continually to ensure that developments are appropriately 
reflected in the financial statements. 

2.17 Share capital and Other Equity 

Ordinary shares are classified as equity. 

Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction, net of tax, from 
the proceeds. 

Self-insurance reserve is created @ 0.12% p.a on  Original Gross Block of Property, Plant and Equipment (including 
considered as lease receivables) and value of inventory except ROU assets and assets covered under insurance as at 
the end of the year by appropriation of current year profit to mitigate future losses from un-covered risks and for 
taking care of contingencies in future by procurement of towers and other transmission line materials including 
strengthening of towers and equipment of AC substations. The Reserve created as above is shown as Self-Insurance 
R Other Equity  

2.18 Prior Period Items 

Material prior period errors are corrected retrospectively by restating the comparative amounts for prior period 
presented in which the error occurred or if the error occurred before the earliest period presented, by restating the 
opening balance sheet. 



2.19 Earnings per Share 

Basic earnings per share is computed using the net profit or loss for the year attributable to the shareholders and 
weighted average number of shares outstanding during the year. 

Diluted earnings per share is computed using the net profit or loss for the year attributable to the shareholders and 
weighted average number of equity and potential equity shares outstanding during the year, except where the result 
would be anti-dilutive. 

2.20 Statement of Cash Flows 

Statement of Cash flows is prepared as per indirect method prescribed in the Ind AS 7 . 

3. Critical Estimates and Judgments 

The preparation of financial statements requires the use of accounting estimates which may significantly vary from 
the  

Estimates and judgments are periodically evaluated. They are based on historical experience and other factors, 
including expectations of future events that may have a financial impact on the company and that are believed to 
be reasonable under the circumstances. 

This note provides an overview of the areas that involved a higher degree of judgment or complexity, and of items 
which are more likely to be materially adjusted due to estimates and assumptions turning out to be different than 
those originally assessed. 

The areas involving critical estimates or judgments are: 

Useful life of property, plant and equipment: 

The estimated useful life of property, plant and equipment is based on a number of factors including the effects of 
obsolescence, demand, competition and other economic factors (such as the stability of the industry and known 
technological advances) and the level of maintenance expenditures required to obtain the expected future cash 
flows from the asset. 

The Company reviews at the end of each reporting date the useful life of plant and equipment and are adjusted 
prospectively, if appropriate. 

Provisions and contingencies:  

The assessments undertaken in recognising provisions and contingencies have been made in accordance with Ind AS 
37 Provisions, Contingent Liabilities and . The evaluation of the likelihood of the contingent 
events has required best judgment by management regarding the probability of exposure to potential loss. Should 
circumstances change following unforeseeable developments, this likelihood could alter. 

Income Taxes: 

Significant estimates are involved in determining the provision for current and deferred tax, including amount expected to 
be paid/recovered for uncertain tax positions. 
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