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g. Leases 

 

The Company has adopted the new accounting standard i.e. ASC 842, which has become 

effective from 1 April 2019 (transition date).  
 

The adoption of this new Standard has resulted in the Company recognising a right-of-use 

asset and related lease liability in connection with all former operating leases except for 

those identified as low-value or having a remaining lease term of less than 12 months from 

the date of initial application. 
 

The new Standard has been applied using the modified retrospective approach and therefore 

comparative periods have not been restated. The Company has recognised lease liability on 

the date of initial application at the present value of the remaining lease payments, 

discounted using the incremental borrowing rate at the date of initial application. The 

Company has recognised a right-of-use asset on the date of initial application at an amount 

equal to lease liability, adjusted by the amount of prepaid or accrued lease payments 

relating to that lease recognised in the balance sheet immediately before the date of initial 

application. On transition to new accounting standard, the weighted average incremental 

borrowing rate applied to lease liabilities recognised was 5% p.a. 
 

The difference between the future minimum lease rental commitments towards non-

cancellable operating leases reported as at March 31, 2019 compared to the lease liability as 

accounted as at April 1, 2019 is primarily due to inclusion of present value of the lease 

payments for the cancellable term of the leases, reduction due to discounting of the lease 

liabilities as per the requirement and exclusion of the commitments for the leases to which 

the Company has chosen to apply the practical expedient as per the standard. 
 

Practical expedient opted by Company: 
 

 The Company has elected not to include initial direct costs in the measurement of the 

right-of-use asset for operating leases in existence at the date of transition of ASC 842, 

being 1 April 2019. 
 

 The Company has benefited from the use of hindsight for determining the lease term 

when considering options to extend and terminate leases. 
 

Exemptions availed by Company: 
 

The Company has elected not to recognise right-of-use assets in below mentioned cases but 

to account for the lease expense on a straight-line basis over the remaining lease term or on 

another systematic basis if that basis is more representative of the pattern of the Company’s 

benefit: 
 

 A lease that, at the commencement date, has a lease term of 12 months or less i.e. 

short-term leases and 

 Leases for which the underlying asset is of low value 
 

Measurement and recognition of leases 
 

The Company considers whether contract is, or contains a lease. A lease is defined as ‘a 

contract, or part of a contract, that convey the right to use an asset (the underlying asset) for 

a period of time in exchange for consideration’. 
 

To apply this definition the Company assesses whether the contract meets three key 

evaluations which are whether: 
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 The contract contains an identified asset, which is either explicitly identified in the 

contract or implicitly specified by being identified at the time the asset is made 

available to the Company 

 

 The Company has the right to obtain substantially all of the economic benefits from 

use of the identified asset throughout the period of use, considering its rights within 

the defined scope of the contract. 

 

 The Company has the right to direct the use of the identified asset throughout the 

period of use. The Company assess whether it has the right to direct ‘how and for what 

purpose’ the asset is used throughout the period of use. 

 

Company as a lessee 

 

At lease commencement date, the Company recognises a right-of-use asset and a lease 

liability on the balance sheet. The right-of-use asset is measured at cost, which is made up 

of the initial measurement of the lease liability, any initial direct costs incurred by the 

Company and any lease payments made in advance of the lease commencement date. 

 

The Company depreciates the right-of-use assets on a straight-line basis from the lease 

commencement date to the earlier of the end of the useful life of the right-of-use asset or 

the end of the lease term The Company also assesses the right-of-use asset for impairment 

when such indicators exist. 

 

At the commencement date, the Company measures the lease liability at the present value 

of the lease payments unpaid at that date, discounted using the interest rate implicit in the 

lease if that rate is readily available or the Company’s incremental borrowing rate. 

 

When the lease liability is re-measured, the corresponding adjustment is reflected in the 

right-of-use asset or profit and loss account as the case may be. 

 

The Company has elected to account for short-term leases and leases of low-value assets. 

Instead of recognising a right-of-use asset and lease liability, the payments in relation to 

these are recognised as an expense in profit or loss on a straight-line basis over the lease 

term or on another systematic basis if that basis is more representative of the pattern of the 

Company’s benefit. 
 

The Company’s leased assets primarily consist of leases for office premises and warehouse. 

Leases of office premises and warehouse generally have lease term between 2 to 12 years. 

The Company has applied low value exemption for leases laptops, lease lines, furniture and 

equipment and accordingly are excluded. The leases includes non-cancelable periods and 

renewable option at the discretion of lessee which has been taken into consideration for 

determination of lease term. 

 

i) Set out below are the carrying amounts of right-of-use assets recognized and the 

movements during the period: 

 

Particulars FY 2021-22   FY 2020-21 

As at April 2021 2,283,390     4,891,643 

Additions 4,525,049 - 

Depreciation expenses  (2,941,386) (2,608,253) 

As at March 31, 2022  3,867,052 2,283,390 
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ii) Set out below are the carrying amounts of lease liabilities (included under other 

financial liabilities) and the movements during the period: 
 

Particulars FY 2021-22   FY 2020-21 

As at April 1, 2021 2,731,657 5,070,185 

Additions  4,525,049 - 

Accretion of interest 298,567 200,631 

Payments (2,884,086) (2,539,159) 

As at 31 March 2022 4,671,248  2,731,657 

Current  2,844,656 1,237,450 

Non-current  1,826,592 1,494,207 

 

iii) The following are the amounts recognized in profit or loss: 
 

Particulars  FY 2021-22   FY 2020-21 

Depreciation expense of right-of-use assets 2,941,386 2,608,253 

Interest expense on lease liabilities 298,567 200,631 

Total amount recognized in profit or loss                            3,239,953 2,808,884 
 

The Company had total cash outflows for leases of  in FY 2021-22 USD 2,884,026 

(USD 2,539,159 in FY 2020-21). 
 

iv) The undiscounted maturity analysis of lease liabilities at 31 March 2022 is as follows: 

 
  

Particulars 
within 1 

year 
1-2  years 

2-3 

years 
3-4 years 

4-5 

years 

5-10 

years 

10 

years 

and 

above 

Total 

  31-Mar-22         

  Lease 

payments 

3,010,058 1,148,010 755,000        4,913,068 

  Finance 

Charge 

   165,402     60,766 15,652        241,820 

 
  

        The undiscounted maturity analysis of lease liabilities at 31 March 2021 is as follows: 

 

  31-Mar-21         

  Lease 

payments 

1,338,961 975,088                       579,149        2,893,198 

  Finance 

Charge 

101,511   52,657  7,372       161,540 

 

h.   Income Taxes 
 

Current tax is determined as the amount of tax payable in respect of taxable income for the 

year. 
 

Deferred tax liabilities and assets are recognized at substantively enacted tax rates, subject 

to the consideration of prudence, on timing difference, being the difference between taxable 

income and accounting income that originate in one year and capable of reversal in one or 

more subsequent years. 
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