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a.

Estimation of uncertainty relating to COVID-19 global health
pandemic: In assessing the recoverability of loans, receivables,
goodwill and investments, the Group has considered internal
and external sources of information upto the date of approval of
these financial results, The Groaup has performed strass lesting
on the assumptions used and based on current indicators of
future economic conditions, the Group expects to recover the
carrying amount of these assets. The Group has developed
estimates and applied management overlays for the purpose of
determination of the provision forimpairment of financial assets,
The financial results, includes the potential impact of the
COVID-19 pandemic on the Group's financial results which are
dependent on future developments, which are highly uncertain,
including, among other things, any new infarmation conceming
the severty of the COVID-19 pandemic and any action to
contain its spread or mitigate its impact whether Government
mandated orelzcted by the Company and its subsequentimpact
on the recoverability's on the Group's assets. The Group has,
based on current available information and based on the palicy
approved by the Board, determined the provision for impairment
of financial assels including the additional overlay for uncertainty
over the potenfial macro-economic impact of the pandemic.
Based an the current indicators of future econemic conditions,
the Group considers this provision to be adegquate and expecls
fo recover the carrying amount of these financial assets. Given
the uncertainty over the petential macro-economic condition, the
impact of the global health pandemic may be different from that
estimated as at the date of approval of these financial resulls
and the Group will confinue to closely monitor any material
changes to fulure economic conditions,

. Pursuant to certain observations and control deficiencies

identified during the course of the statutory audit of the annual
financial statements of the Company, the Audit Committee of the
Company had approved the appointment of an independent
external agency for conducing a review of the policies,
procedures and practices of the Company relating fo the
sanctioning, disbursement and collection of the commercial
vehicle loan portfolio and SME loans along with assessing the
adequacy of the expected credit loss allowance (“Loan Portfolio
Review’). The above review included: (a) Review existence of
the borrowers of the CV and SME loans; (b) Assess the quality
and risks pertaining to the loan portfelio for CV and SME loans;
(&) Review of: (i) loan files for the period January 2022 to March
2022, (i) operational risk management framework and (jii)
internal cantrol framework for the CV and SME loans; and upon
completion of (a), (b) and (c), the Audit Committee has also
additionally initiated a review for undertaking root cause analysis
of deviations to policies and gaps in the internal financial
controls and systems (including of control gap/conirol override
and individuals involved) and has appointed an external law firm
along with an external agency in this regard (*Conduct Review”)
The Conduc! Review is ongoing and is expecled to be
completed by September 2022. Upon receipt of findings of the
aforementioned Conduct Review, the Company shall take
appropriate redressal and accountability measures,

The Company has concluded that it is impraclicable to
determine the prior period - specific effects, if any, of the
impairment allowance, loan assets written off and changes in fair
value of financial guarantes contracts recorded during the year
in respect of loan assels, investment in security receipts and
impairment thereon because significant judgements have been
applied in determining the staging of the loan assets and the
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related impairment allowance for events and conditions which
axisted as on 31 March 2022 and the Company believes it is not
practicable to apply the same judgement without hindsight for
the prior period(s).

Material uncertainty relating to Going Concern

The Company has incurred losses during the previous year and
continued to incur losses during the current year as a result of
impairment allowance recorded on s loan porifolio, due io
COVID-19 pandemic and the resultant deterioration and
defaults in its loan porticlio. As a result, as at 31 March 2022,
the Company excesded the threshold specified for gross
non-performing asset (GNPA) and | or net non-performing asset
(NNPA) ratios for certain borrowing arrangements. Additionally
certain borrowing arrangements have overriding clause fo
terminate, reduce, suspend or cancel the facility in future, at the
absolute discretion of the lender. Due to this, the tolal liabilities
excead the total assets maturing within twelve months by
Rs. 220,604 lakhs as at 31 March 2022, While some of the
lenders have option to terminate, reduce, suspend or cancel the
facility in future the Management expects that lenders, based on
customary business practice, may increase the interest rates
relating to these borrowing arangements which is expected o
continue till the fime GNPA/ NNPA ratio exceed thresholds. The
Company has an established track record of accessing
diversified sources of finance. However, there can be no
assurance of success of management’s plans to access
additional sources of finance to the extent required, on terms
acceptable to the Company, and to raise these amounts in a
timely manner. This represents a material uncertainty that may
cast significant doubt on the Company’s ability to continue as a
going concern. Management's Plan to address the Going
Concern uncerainty: Subsequent to the year-end and till the
adoption of these financial resulis, the Company has raised
incremental financing of Rs. 117,000 lakhs from banks and
financial institutions based an support from the promaters of the
Company. As at 31 March 2022, the Company is in compliance
with the required capital adequacy ratios and has cash and cash
equivalents aggregating Rs. 7,180 lakhs, liquid investments
agoregating Rs. 29,403 lakhs and has pool of loan assets
aligible for securiization in the svent the lenders recall the
borrowing arangements. As at the dafe of adoption of these
financial results, none of the lenders have recalled their
borrowings. Further, after due approvals by the Board of
Directors of the Company, Management may also plan to raise
additional financing through monetization of a portion of its
holding in its 100% subsidiary IndoStar Home Finance Private
Limited, Accardingly, the Management considers it appropriate
fo prepare these financial statements/results on a going concern
basis and that the Company will be able lo pay its dues as they
fall due and realise its assels in the normal course of business,
The consolidated financial resulls of IndoStar Capilal Finance
Limited ("the Company") and its subsidiaries (together referred
to as "the Group”) for the quarter and year ended 31 March 2022
have been reviewed by the Audit Committee and subsequently
approved at the meeting of the Board of Direciors held on
SAugust 2022,

Fer and on behalf of the Board of Directors of
IndoStar Capital Finance Limited

Deep Jaggi
Chief Executive Officer

- 5 August 2022 DIN: 09412860
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