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Independent Auditors’ Report

To the Members of  
Hero MotoCorp Limited

REPORT ON THE AUDIT OF THE STANDALONE 
FINANCIAL STATEMENTS

OPINION
We have audited the standalone financial statements of 
Hero MotoCorp Limited (“the Company”), which comprise 
the standalone balance sheet as at March 31, 2020, and the 
standalone statement of profit and loss (including other 
comprehensive income), the standalone statement of changes 
in equity and the standalone statement of cash flows for 
the year then ended, and notes to the standalone financial 
statements, including a summary of the significant accounting 
policies and other explanatory information (together referred 
to as “standalone financial statements”).

In our opinion and to the best of our information and according 
to the explanations given to us, the aforesaid standalone 
financial statements give the information required by the 
Companies Act, 2013 (“Act”) in the manner so required and 
give a true and fair view in conformity with the accounting 
principles generally accepted in India, of the state of affairs 
of the Company as at March 31, 2020, and profit and other 
comprehensive income, changes in equity and its cash flows 
for the year ended on that date.

BASIS FOR OPINION
We conducted our audit in accordance with the Standards 
on Auditing (SAs) specified under Section 143(10) of 
the Act. Our responsibilities under those SAs are further 
described in the Auditor’s Responsibilities for the Audit of the 
Standalone Financial Statements Section of our report. We are 
independent of the Company in accordance with the Code 
of Ethics issued by the Institute of Chartered Accountants of 
India together with the ethical requirements that are relevant 
to our audit of the standalone financial statements under the 
provisions of the Act and the Rules thereunder, and we have 
fulfilled our other ethical responsibilities in accordance with 
these requirements and the Code of Ethics. We believe that the 
audit evidence we have obtained is sufficient and appropriate 
to provide a basis for our opinion on the Standalone 
financial statements.

KEY AUDIT MATTERS
Key audit matters are those matters that, in our professional 
judgement, were of most significance in our audit of the 
standalone financial statements of the current period. 
These matters were addressed in the context of our audit of 
the standalone financial statements as a whole, and in forming 
our opinion thereon, and we do not provide a separate opinion 
on these matters.

Sr. 
No. The key audit matter How the matter was addressed in our audit

1. Government Grants
(Refer note 3.5 and 4 (f) to the standalone financial statements)
The Company obtains various grants from Government authorities 
in connection with manufacturing and sales of two-wheelers. There 
are certain specific conditions and approval requirement attached 
to the grants.
Management evaluates, at the end of each reporting period, 
whether the Company has complied with the relevant conditions 
attached to each grant and whether there is a reasonable assurance 
that the grants will be received, in order to determine the timing 
and amounts of grants to be recognised in the financial statements.
We identified the recognition of government grants as a key audit 
matter because of the significance of the amount of grants and due 
to significant management judgement involved in assessing whether 
the conditions attached to grants have been met and whether there 
is reasonable assurance that grants will be received.

In view of the significance of the matter, we applied the following audit 
procedures in this area, among others to obtain sufficient appropriate 
audit evidence:
•  assessed the appropriateness of the accounting policy for 

government grants as per the relevant accounting standard.
•  evaluated the design and implementation of the Company’s 

key internal financial controls over recognition of government 
grants and tested the operating effectiveness of such controls on 
selected  transactions;

•  inspected, on a sample basis, documents relating to the grants 
given by the various government authorities and identifying the 
specific conditions and approval requirements attached to the 
respective grants;

•  evaluated the basis of management’s judgement regarding 
fulfilment of conditions attached to the grants and reasonable 
assurance that grants will be received. This included examining, 
on a sample basis, the terms of the underlying documentation, 
correspondence with the government authorities and whether 
corresponding sales were made in respect of such grant;

•  assessed the adequacy and appropriateness of the disclosures 
made in accordance with the relevant accounting standard.
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2. Capitalisation of Property, Plant and Equipment 
(including Capital work-in-progress) during the year 
of the Chittoor plant
(Refer note 3.9, 5 and 6 to the standalone financial statements)
The Company had commenced the project of setting up of a new 
manufacturing plant at Chittoor in the state of Andhra Pradesh. 
During the year, the Company has capitalised property, plant and 
equipment amounting to ` 621.96 crore. Commercial production 
from such capitalised property, plant and equipment commenced 
from March 19, 2020.
With regard to the capitalisation, management evaluates the costs 
incurred and applies judgement to identify costs that are eligible 
for capitalisation and consequent allocation to specific class of 
property, plant and equipment. Judgement is also involved in 
determining when the plant/portion of the plant is ready for use 
as intended by the management and qualifies for capitalisation.
We identified the capitalisation of costs incurred for construction 
of Chittoor plant as key audit matter due to the significance of the 
capital expenditure, risk of inappropriate timing of capitalisation 
and risk that the elements of costs are inappropriately capitalised 
or classified in accordance with the relevant standard.

In view of the significance of the matter we applied the following audit 
procedures in this area, among others to obtain sufficient appropriate 
audit evidence:
•  assessed the appropriateness of the accounting policy for 

property, plant and equipment as per the relevant accounting 
standard;

•  evaluated the design and implementation of the Company’s key 
internal financial controls over property, plant and equipment 
(including capital work-in-progress), particularly in respect of 
timing, amount and classification of the costs capitalised and 
tested the operating effectiveness of such controls on selected 
transactions;

• on a sample basis, we;
  inspected the approvals for the costs incurred;
   agreed direct and indirect costs capitalised with underlying 

supporting documents to ascertain the nature of costs;
   evaluated whether the costs incurred meet the criteria for 

capitalisation in accordance with the relevant standard;
   evaluated other costs debited to Statement of Profit and Loss 

to ascertain whether these should have been capitalised;
   evaluated whether the costs capitalised are appropriately 

classified in accordance with the relevant standard;
•  evaluated the basis for timing of capitalisation, including 

inspection of assessment report provided by third party technical 
experts;

•  assessed the adequacy and appropriateness of the disclosures 
made in accordance with the relevant accounting standard.

INFORMATION OTHER THAN THE STANDALONE 
FINANCIAL STATEMENTS AND AUDITORS’ REPORT 
THEREON
The Company’s management and Board of Directors are 
responsible for the other information. The other information 
comprises the information included in the Company’s annual 
report, but does not include the financial statements and our 
auditors’ report thereon.

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

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

MANAGEMENT’S AND BOARD OF DIRECTORS’ 
RESPONSIBILITY FOR THE STANDALONE 
FINANCIAL STATEMENTS
The Company’s Management and Board of Directors are 
responsible for the matters stated in Section 134(5) of the Act 
with respect to the preparation of these standalone financial 

statements that give a true and fair view of the state of affairs, 
profit/loss and other comprehensive income, changes in 
equity and cash flows of the Company in accordance with the 
accounting principles generally accepted in India, including 
the Indian Accounting Standards (Ind AS) specified under 
Section 133 of the Act. This responsibility also includes 
maintenance of adequate accounting records in accordance 
with the provisions of the Act for safeguarding of the assets 
of the Company and for preventing and detecting frauds and 
other irregularities; selection and application of appropriate 
accounting policies; making judgements and estimates that 
are reasonable and prudent; and design, implementation and 
maintenance of adequate internal financial controls that were 
operating effectively for ensuring accuracy and completeness 
of the accounting records, relevant to the preparation and 
presentation of the standalone financial statements that give 
a true and fair view and are free from material misstatement, 
whether due to fraud or error.

In preparing the standalone financial statements, the 
Management and Board of Directors are responsible for 
assessing the Company’s ability to continue as a going concern, 
disclosing, as applicable, matters related to going concern and 
using the going concern basis of accounting unless the Board 
of Directors either intends to liquidate the Company or to 
cease operations, or has no realistic alternative but to do so.

The Board of Directors is also responsible for overseeing the 
Company’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF 
THE STANDALONE FINANCIAL STATEMENTS
Our objectives are to obtain reasonable assurance about 
whether the standalone financial statements as a whole are 
free from material misstatement, whether due to fraud  
or error, and to issue an auditor’s report that includes our 
opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance 
with SAs will always detect a material misstatement when it 
exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they 
could reasonably be expected to influence the economic 
decisions of users taken on the basis of these standalone 
financial statements.

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

•  Identify and assess the risks of material misstatement 
of the standalone financial statements, whether due to 
fraud or error, design and perform audit procedures 
responsive to those risks, and obtain audit evidence 
that is sufficient and appropriate to provide a basis 
for our opinion. The risk of not detecting a material 
misstatement resulting from fraud is higher than for 
one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or 
the override of internal control.

•  Obtain an understanding of internal control relevant 
to the audit in order to design audit procedures that 
are appropriate in the circumstances. Under Section 
143(3)(i) of the Act, we are also responsible for 
expressing our opinion on whether the Company has 
adequate internal financial controls with reference 
to financial statements in place and the operating 
effectiveness of such controls.

•  Evaluate the appropriateness of accounting policies used 
and the reasonableness of accounting estimates and 
related disclosures in the standalone financial statements 
made by the Management and Board of Directors.

•  Conclude on the appropriateness of the Management 
and Board of Directors use of the going concern basis of 
accounting and, based on the audit evidence obtained, 
whether a material uncertainty exists related to events 
or conditions that may cast significant doubt on the 
Company’s ability to continue as a going concern. 
If we conclude that a material uncertainty exists, we 
are required to draw attention in our auditor’s report 
to the related disclosures in the standalone financial 
statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the 
audit evidence obtained up to the date of our auditor’s 
report. However, future events or conditions may cause 
the Company to cease to continue as a going concern.

•  Evaluate the overall presentation, structure and content 
of the standalone financial statements, including the 
disclosures, and whether the standalone financial 
statements represent the underlying transactions and 
events in a manner that achieves fair presentation.

We communicate with those charged with governance 
regarding, among other matters, the planned scope and 
timing of the audit and significant audit findings, including 
any significant deficiencies in internal control that we identify 
during our audit.

We also provide those charged with governance with a 
statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate 
with them all relationships and other matters that may 
reasonably be thought to bear on our independence, and 
where applicable, related safeguards.

From the matters communicated with those charged with 
governance, we determine those matters that were of most 
significance in the audit of the standalone financial statements 
of the current period and are therefore the key audit matters. 
We describe these matters in our auditors’ report unless law 
or regulation precludes public disclosure about the matter or 
when, in extremely rare circumstances, we determine that a 
matter should not be communicated in our report because 
the adverse consequences of doing so would reasonably 
be expected to outweigh the public interest benefits of 
such communication.

REPORT ON OTHER LEGAL AND REGULATORY 
REQUIREMENTS
1.  As required by the Companies (Auditors’ Report) Order, 

2016 (“the Order”) issued by the Central Government 
in terms of Section 143 (11) of the Act, we give in the 
“Annexure A” a statement on the matters specified in 
paragraphs 3 and 4 of the Order, to the extent applicable.

2.  (A) As required by Section 143(3) of the Act, 
we report that:

 a)  We have sought and obtained all the information 
and explanations which to the best of our 
knowledge and belief were necessary for the 
purposes of our audit.

 b)  In our opinion, proper books of account as required 
by law have been kept by the Company 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 statement 
of changes in equity and the standalone statement 
of cash flows dealt with by this Report are in 
agreement with the books of account.



Hero MotoCorp Ltd.

142

Annual Report 2019-20

 d)  In our opinion, the aforesaid standalone financial 
statements comply with the Ind AS specified under 
Section 133 of the Act.

 e)  On the basis of the written representations received 
from the Directors as on March 31, 2020 taken 
on record by the Board of Directors, none of the 
Directors is disqualified as on March 31, 2020 from 
being appointed as a director in terms of Section 
164(2) of the Act.

 f)  With respect to the adequacy of the internal 
financial controls with reference to standalone 
financial statements of the Company and the 
operating effectiveness of such controls, refer to 
our separate Report in “Annexure B”.

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

 i.  The Company has disclosed the impact of pending 
litigations as at March 31, 2020 on its financial 
position in its standalone financial statements – 
Refer Note 34 to the standalone financial statements;

 ii.  According to the information and explanations 
given to us, the Company did not have any long-term 
contracts including derivative contracts for which 
there were any material foreseeable losses;

 iii.  There has been no delay in transferring amounts, 
required to be transferred, to the Investor Education 
and Protection Fund by the Company; and

 iv.  The disclosures in the standalone financial 
statements regarding holdings as well as dealings 
in specified bank notes during the period from 
November 8, 2016 to December 30, 2016 have 
not been made in these standalone financial 
statements since they do not pertain to the 
financial year ended March 31, 2020.

(C)  With respect to the matter to be included in the Auditors’ 
Report under Section 197(16):

  In our opinion and according to the information and 
explanations given to us, the remuneration paid by the 
Company to its directors during the current year is in 
accordance with the provisions of Section 197 of the 
Act. The remuneration paid to any director is not in 
excess of the limit laid down under Section 197 of the 
Act. The Ministry of Corporate Affairs has not prescribed 
other details under Section 197(16) which are required 
to be commented upon by us.

For B S R & Co. LLP
Chartered Accountants

ICAI Firm Registration No.: 101248W/W-100022

Manish Gupta
Partner

Place: New Delhi Membership No.: 095037
Date: June 9, 2020 UDIN: 20095037AAAAB01453 
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(i) (a)  The Company has maintained proper records 
showing full particulars, including quantitative 
details and situation of fixed assets.

 (b)  The Company has a regular programme of physical 
verification of its fixed assets by which all the items 
are verified in a phased manner over a period 
of three years. In our opinion, this periodicity of 
physical verification is reasonable having regard to 
the size of the Company and the nature of its fixed 
assets. In accordance with this programme, certain 
fixed assets were physically verified during the 
year. According to the information and explanations 
given to us, no material discrepancies were noticed 
on physical verification of such fixed assets.

 (c)  According to the information and explanations 
given to us, the records examined by us and based 
on the examination of the registered sale deed 
and transfer deed provided to us, we report that, 
the title deeds of immovable properties of land 
and buildings included under the head “Property, 
plant and equipment”, are held in the name of the 
Company as at the balance sheet date.

(ii)  Inventories, except for goods-in-transit and stocks lying 
with third parties have been physically verified by the 
management during the year at reasonable intervals. 
In our opinion, the frequency of such verification is 
reasonable and adequate in relation to the size of the 
Company and the nature of its business. For stocks lying 
with third parties at the year-end, written confirmations 
have been obtained. The discrepancies noticed on 
verification between the physical stocks and the book 
records were not material and have been properly dealt 
with in the books of account.

(iii)  According to the information and explanations 
given to us, the Company has not granted any loans, 
secured or unsecured, to companies, firms, limited 
liability partnerships or other parties covered in the 
register maintained under Section 189 of the Act. 
Accordingly, paragraph 3 (iii) of the Order is not 
applicable to the Company.

(iv)  According to the information and explanations given to 
us, the Company has not given any loans, or provided any 
guarantee or security as specified under section 185 and 
186 of the Companies Act, 2013. Moreover, in respect of 
the investments made by the Company, requirements 
of section 186 of the Companies Act, 2013 have 
been complied with.

(v)  According to the information and explanations given 
to us, the Company has not accepted any deposits as 
mentioned in the directives issued by the Reserve Bank 
of India and the provisions of section 73 to 76 or any 
other relevant provisions of the Act and the rules framed 
there under. Accordingly, paragraph 3(v) of the Order is 
not applicable to the Company.

(vi)  The maintenance of cost records has been specified by 
the Central Government under section 148(1) of the 
Companies Act, 2013 in respect of certain products 
manufactured by the Company. We have broadly 
reviewed the cost records maintained by the Company 
pursuant to the Companies (Cost Records and Audit) 
Rules, 2014, as amended and prescribed by the Central 
Government of India under sub-section (1) of Section 
148 of the Act 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.

(vii) (a)  According to the information and explanations 
given to us and on the basis of our examination 
of the records of the Company, amounts 
deducted/accrued in the books of account in 
respect of undisputed statutory dues including 
provident fund, employees state insurance, goods 
and service tax, income-tax, duty of customs, 
cess and any other material statutory dues have 
generally been regularly deposited during the year 
by the Company with the appropriate authorities. 
As explained to us, the Company did not have any 
dues on account of duty of excise, sales tax, service 
tax and value added taxes.

   According to the information and explanation given 
to us, there are no undisputed amounts payable 
in respect of provident fund, employees state 
insurance, goods and service tax, income-tax, duty 
of customs, cess and any other material statutory 
dues that were in arrear as on 31 March 2020 for a 
period of more than six months from the date they 
became payable.

 (b)  According to the information and explanations 
given to us, there are no dues in respect of 
income-tax, sales-tax, goods and service tax, value 
added tax, service tax, duty of customs and duty 
of excise which have not been deposited with 
the appropriate authorities on account of any 
dispute as at 31 March 2020, other than those 
mentioned as follows:

Annexure A referred to in the Independent Auditors’ Report
to the Members of Hero MotoCorp Limited on the standalone financial statements for the year ended 31 March 2020
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Name of Statute Nature of Dues Amount* (` in 
crores)

Amount paid (` in 
crores)

Period to which the 
Amount Relates Forum where Dispute is Pending

Central Excise 
Law

Excise duty  0.45  0.02 2014-15 to 2015-16 Assistant Commissioner

 59.28***  0.70 2004-2005 to 2017-
2018

CESTAT (The Customs Excise and Service 
Tax Appellate Tribunal )

Central Goods 
and Services 
Tax Act, 2017

Goods and 
Services Tax 
(GST)

 0.09***  - 2017-18 Commissioner Appeal

Finance Act, 
1994

Service Tax  0.89  0.45 2004-05 to 2005-06 Supreme Court

 233.11  24.99 2004-05 to 2011-12 CESTAT

Income-tax Act, 
1961

Income-tax  283.99 **  -  2014-15 Income Tax Appellant Tribunal (ITAT)

 2,336.71#  280.00 2010-11 Commissioner of Income Tax (Appeals)

* Amount as per demand orders including interest and penalty wherever indicated in the order.

#Balance demand of 2010-11 has been stayed by assessing officer till the disposal of first appeal.

** For FY 2014-15, stay of demand has been granted by ITAT for a period of 6 months or disposal of first appeal whichever is earlier.

*** Includes cases of Rs 25.05 crore (including interest and penalty) for which appeal is yet to be made.

The following matters have been decided in favour of the Company but the department has preferred appeals at higher levels

Name of Statute Nature of Dues  Amount* (` in 
crores)

 Amount paid as 
per stay order/

mandatory deposit

Period to which the  
Amount Relates

Forum where Dispute is 
Pending

Central Excise Law Excise duty  8.78 -  2002-03 to 2008-09 Supreme Court

 85.66  0.04 2009-10 to 2010-11, 2013-14 CESTAT

Income-tax Act, 1961 Income-tax  4.10  - 2005-06 Supreme Court

7,353.84 - 1995-96, 1996-97, 1997-98, 
1998-99, 2000-01, 2002-03, 
2006-07, 2009-10, 2010-11, 
2011-12 and 2012-13.

High Court

 365.01  - 2004-05, 2007-08 and 2013-14 Income Tax Appellate 
Tribunal

* Amount as per demand orders including interest and penalty wherever indicated in the order.

(viii)   According to the information and explanation given to 
us, the Company has not taken any loans or borrowings 
from banks, financial institutions and government and 
there were no debentures issued during the year or 
outstanding as at 31 March 2020. Accordingly, paragraph 
3 (viii) of the Order is not applicable to the Company.

(ix)  According to the information and explanations given 
to us, the Company has not raised any money by way 
of initial public offer or further public offer (including 
debt instruments) and term loans during the year. 
Accordingly, paragraph 3(ix) of the Order is not 
applicable to the Company.

(x)  According to the information and explanations given to 
us, no material fraud by the Company or on the Company 
by its officers or employees has been noticed or reported 
during the course of our audit.

(xi)  According to the information and explanations given 
to us and based on our examination of the records, 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.

(xii)  According to the information and explanations 
given to us, the Company is not a Nidhi Company. 
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Accordingly, paragraph 3(xii) of the Order is 
not applicable.

(xiii)   According to the information and explanations given 
to us and on the basis of examination of the records 
of the Company, the transactions with related parties 
are in compliance with Section 177 and 188 of the 
Companies Act, 2013, where applicable, and the details 
of the related party transactions have been disclosed in 
the standalone financial statements as required by the 
applicable accounting standards.

(xiv)  According to information and explanations given to us, 
the Company has not made any preferential allotment or 
private placement of shares or fully or partly convertible 
debentures during the year. Accordingly, paragraph 
3(xiv) of the Order is not applicable to the Company.

(xv)  According to information and explanations given to 
us, the Company has not entered into any non-cash 

transactions with directors or persons connected with 
them. Accordingly, paragraph 3(xv) of the Order is 
not applicable.

(xvi)  According to the information and explanations given 
to us, the Company is not required to be registered 
under Section 45-1A of the Reserve Bank of India Act, 
1934. Accordingly, paragraph 3 (xvi) of the Order is not 
applicable to the Company.

For B S R & Co. LLP
Chartered Accountants

ICAI Firm Registration No.: 101248W/W-100022

Manish Gupta
Partner

Place: New Delhi Membership No.: 095037
Date: June 9, 2020 UDIN: 20095037AAAAB01453
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Report on the internal financial controls with reference 
to the aforesaid standalone financial statements 
under Clause (i) of sub-section  3 of Section 143 of the 
Companies Act, 2013

OPINION
We have audited the internal financial controls with reference 
to the standalone financial statements of Hero MotoCorp 
Limited (“the Company”) as of March 31, 2020 in conjunction 
with our audit of the standalone financial statements of the 
Company for the year ended on that date.

In our opinion, the Company has, in all material respects, 
adequate internal financial controls with reference to the 
standalone financial statements and such internal financial 
controls were operating effectively as at March 31, 2020, 
based on the internal financial controls with reference to 
the standalone financial statements 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 (the 
“Guidance Note”).

MANAGEMENT’S AND BOARD OF DIRECTORS’ 
RESPONSIBILITY FOR INTERNAL FINANCIAL 
CONTROLS
The Company’s management and the Board of Directors are 
responsible for establishing and maintaining internal financial 
controls based on the internal financial controls with reference 
to the standalone financial statements criteria established by 
the Company considering the essential components of internal 
control stated in the Guidance Note. 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 (hereinafter referred to as “the Act”).

AUDITORS’ RESPONSIBILITY
Our responsibility is to express an opinion on the Company’s 
internal financial controls with reference to the standalone 
financial statements based on our audit. We conducted 
our audit in accordance with the Guidance Note and the 
Standards on Auditing, prescribed under Section 143(10) 
of the Act, to the extent applicable to an audit of internal 
financial controls with reference to the standalone financial 

Annexure B to the Independent Auditors’ Report
on the standalone financial statements of Hero MotoCorp Limited for the year ended 31, 2020

statements. 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 with reference 
to the standalone financial statements were established and 
maintained and whether 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 with reference to the standalone financial 
statements and their operating effectiveness. Our audit of 
internal financial controls with reference to the standalone 
financial statements included obtaining an understanding 
of such internal financial controls, 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 standalone financial 
statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our audit 
opinion on the Company’s internal financial controls with 
reference to the standalone financial statements.

MEANING OF INTERNAL FINANCIAL CONTROLS 
WITH REFERENCE TO THE STANDALONE 
FINANCIAL STATEMENTS
A company’s internal financial controls with reference to 
the standalone financial statements is a process designed 
to provide reasonable assurance regarding the reliability 
of financial reporting and the preparation of the standalone 
financial statements for external purposes in accordance 
with generally accepted accounting principles. A company’s 
internal financial controls with reference to the standalone 
financial statements include those policies and procedures 
that (1) pertain to the maintenance of records that, in 
reasonable detail, accurately and fairly reflect the transactions 
and dispositions of the assets of the Company; (2) provide 
reasonable assurance that transactions are recorded as 
necessary to permit preparation of the standalone 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 
standalone financial statements.
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INHERENT LIMITATIONS OF INTERNAL 
FINANCIAL CONTROLS WITH REFERENCE TO THE 
STANDALONE FINANCIAL STATEMENTS
Because of the inherent limitations of internal financial 
controls with reference to the standalone financial statements, 
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 with reference 
to the standalone financial statements to future periods 
are subject to the risk that the internal financial controls 
with reference to the standalone financial statements may 

become inadequate because of changes in conditions, or that 
the degree of compliance with the policies or procedures 
may deteriorate.

For B S R & Co. LLP
Chartered Accountants

ICAI Firm Registration No.: 101248W/W-100022

Manish Gupta
Partner

Place: New Delhi Membership No.: 095037
Date: June 9, 2020 UDIN: 20095037AAAAB01453
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Particulars Note  As at  
March 31, 2020

 As at  
March. 31, 2019

ASSETS
Non-current assets
(a) Property, plant and equipment 5  5,562.42  4,477.53
(b) Capital work-in-progress 6  160.25  360.67
(c) Right of use assets 7A  414.57  -
(d) Other intangible assets 7  140.09  141.05
(e) Intangible assets under development 8  181.02  181.19
(f) Financial assets
 (i) Investments 9  3,528.17  2,801.51
 (ii) Loans 10  67.27  59.96
(g) Income tax assets (net) 12  310.13  839.26
(h) Other non-current assets 13  96.85  664.38
Total Non-Current Assets  10,460.77  9,525.55
Current assets
(a) Inventories 14  1,091.97  1,072.37
(b) Financial assets
 (i) Investments 9  4,694.48  3,167.10
 (ii) Trade receivables 15  1,603.14  2,821.57
 (iii) Cash and cash equivalents 16  147.91  40.68
 (iv) Bank balances other than (iii) above 17  93.95  95.78
 (v) Loans 10  22.36  25.03
 (vi) Others 11  354.61  653.89
(c) Other current assets 13  280.14  239.22
Total Current Assets  8,288.56  8,115.64
Total Assets  18,749.33  17,641.19
EQUITY AND LIABILITIES
Equity
(a) Equity Share capital 18  39.95  39.95
(b) Other equity 19  14,096.45  12,817.17
Total equity  14,136.40  12,857.12
LIABILITIES
Non-current liabilities
(a) Financial liabilities
 (i) Lease liability 7A  121.67  -
(b) Provisions 20  122.37  117.20
(c) Deferred tax liabilities (net) 21  392.83  536.51
Total Non-Current Liabilities  636.87  653.71
Current liabilities
(a) Financial liabilities
 (i) Lease liability 7A  28.29  -
 (ii) Trade payables 22
   Total outstanding dues of micro and small enterprises  8.33  -
   Total outstanding dues of creditors other than  micro enterprises and small 

enterprises
 3,022.18  3,355.28

 (iii) Other financial liabilities 23  252.44  220.87
(b) Other current liabilities 24  518.26  495.18
(c) Provisions 20  146.56  59.03
Total Current Liabilities  3,976.06  4,130.36
Total Equity and Liabilities  18,749.33  17,641.19
The notes referred to above form an integral part of the standalone financials 
statements
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As per our report of even date attached For and on behalf of the Board of Directors of
For B S R & Co. LLP Hero MotoCorp Limited
Chartered Accountants
ICAI Firm’s Registration Pawan Munjal M. Damodaran
No.: 101248W/W-100022 Chairman, Managing Director & CEO Chairman Audit Committee

DIN: 00004223 DIN: 02106990

Manish Gupta Niranjan Kumar Gupta Pradeep Dinodia Neerja Sharma
Partner Chief Financial Officer Non-Executive Director Company Secretary
Membership No.: 095037 DIN: 00027995
UDIN: 20095037AAAAB01453
Place: New Delhi Place: New Delhi
Date: June 9, 2020 Date: June 9, 2020
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Statement of Profit and Loss
For the year ended March 31, 2020

Particulars Note For the year ended
March 31, 2020

For the year ended
March 31, 2019

INCOME
 Revenue from operations 25  28,836.09  33,650.54
 Other income 26  778.34  691.25
Total Income  29,614.43  34,341.79
EXPENSES
 Cost of raw materials consumed 27  19,867.19  23,346.10
 Change in inventories of finished goods and work-in-progress 28  (169.78)  (28.38)
 Employee benefit expenses 29  1,841.70  1,730.24
 Finance costs 30  22.02  8.60
 Depreciation and amortisation expenses 5,7 and 7A  817.96  602.01
 Other expenses 31  3,339.02  3,672.49
Total expenses  25,718.11  29,331.06
Profit before tax and exceptional items  3,896.32  5,010.73
Exception item–NCCD income 44  737.48  -
Exception item–VRS expenses 46  (60.11)  -
Profit before tax  4,573.69  5,010.73
Tax expense 32
 Current tax  1,084.11  1,601.02
 Deferred tax  (143.68)  24.84
Total tax expense  940.43  1,625.86
Profit for the year  3,633.26  3,384.87
Other comprehensive income
Items that will not be reclassified subsequently to profit or loss:-
Re-measurement losses on defined benefit plans  (42.47)  (27.38)
Income tax effect  10.69  9.57
Net other comprehensive income not to be reclassified to profit or loss  (31.78)  (17.81)
Total Comprehensive income for the year, net of income tax  3,601.48  3,367.06
 Earnings per share (Nominal value of ` 2 each) in ` 33
 (a) Basic 181.91 169.48
 (b) Diluted 181.91 169.47
The notes referred to above form an integral part of the standalone financials 
statements
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As per our report of even date attached For and on behalf of the Board of Directors of

For B S R & Co. LLP Hero MotoCorp Limited
Chartered Accountants
ICAI Firm’s Registration Pawan Munjal M. Damodaran
No.: 101248W/W-100022 Chairman, Managing Director & CEO Chairman Audit Committee

DIN: 00004223 DIN: 02106990

Manish Gupta Niranjan Kumar Gupta Pradeep Dinodia Neerja Sharma
Partner Chief Financial Officer Non-Executive Director Company Secretary
Membership No.: 095037 DIN: 00027995
UDIN: 20095037AAAAB01453
Place: New Delhi Place: New Delhi
Date: June 9, 2020 Date: June 9, 2020



(Amount in crore of INR)

Hero MotoCorp Ltd.

150

Annual Report 2019-20

PARTICULARS  Year ended March 31, 2020  Year ended March 31, 2019

A. CASH FLOW FROM OPERATING ACTIVITIES
 Profit after tax  3,633.26  3,384.87
 Adjustments for:
 Add: Depreciation and amortisation expense  817.96  602.01
  Tax expense  940.43  1,625.86
  Loss on property, plant and equipment sold/discarded  8.66  6.49
  Finance cost  22.02  8.60
  Employee Stock Compensation Cost  10.15  6.55
  Loss allowance on trade receivables  51.22  -

 1,850.44  2,249.51
 Less: Interest income on financial assets carried at amortised cost  263.91   281.29
 Dividend income  104.20  83.88
 Profit on sale of investments  135.99  144.09
 Gain on investments carried at fair value through profit or loss  227.57  175.11
 Profit on sale of property, plant and equipment  0.37  0.65

 732.04  685.02
 Operating profit before working capital changes  4,751.66  4,949.36
 Changes in working capital:
 Adjustment for (increase)/decrease in operating assets:
 Inventories  (19.60)  (248.79)
 Trade receivables  1,167.21  (1,301.39)
 Loans–Current  2.67  2.53
 Loans–Non-Current  (7.31)  (14.28)
 Other financial assets–Current  299.28  (114.52)
 Other current assets  (44.16)  (34.19)
 Other non–current assets  50.81  46.51

 1,448.90  (1,664.13)
  Adjustment for increase/(decrease) in operating 

liabilities:
 Trade payables  (324.77)  36.47
 Other financial liabilities–Current  5.30  2.08
 Other current liabilities  23.08  (267.40)
 Current provisions  87.53  (0.76)
 Non-current  provisions  (37.30)  (25.12)

 (246.16)  (254.73)
 Cash generated from operations  5,954.40  3,030.50
 Less: Direct tax paid (net of refund)  544.30  2,051.45
 Net cash generated from operating activities  5,410.10  979.05

Standalone Statement of Cash Flows
For the year ended March 31, 2020
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PARTICULARS  Year ended March 31, 2020  Year ended March 31, 2019

B. CASH FLOW FROM INVESTING ACTIVITIES
  Capital expenditure on property, plant & equipment, capital work-in-

progress and intangible assets including capital advances
 (1,360.07)  (922.01)

 Proceeds from sale of property, plant & equipment  1.49  4.08
 Deposits made  (2.15)  -
 Sale of investments  47,214.25  38,476.69
 Purchase of investments (48,824.85) (35,919.01)
 Investment in associates  (248.37)  (628.30)
 Investment in subsidiaries  (31.51)  (53.57)
 Interest income on financial assets carried at amortised cost  263.91  279.47
 Dividend income  104.20  83.88
 Net cash generated/(used) in investing activities  (2,883.10)  1,321.23
C. CASH FLOW FROM FINANCING ACTIVITIES
 Interest paid  (22.02)  (8.60)
 Payment of lease liabilities  (65.41)  -
 Dividends paid  (1,937.43)  (1,897.35)
 Tax on dividend  (395.03)  (390.01)
 Proceeds from issue of equity share capital (including share premium)  0.12  1.98
 Net cash (used) in financing activities  (2,419.77)  (2,293.98)
D.  INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS 

(A+B+C)
 107.23  6.30

 Cash and cash equivalents at the beginning of the year  40.68  34.38
 Cash and cash equivalents at the end of the year  147.91  40.68

Notes: 
1.  The Standalone Statement of Cash Flow has been prepared in accordance with ‘Indirect method’ as set out in Ind AS - 7 - 

‘Statement of Cash Flows’.

2. Refer note 31 and 42 for the disclosure related to corporate social responsibility expense

The notes referred  to above form an integral part of the standalone financials statements 1 - 46

As per our report of even date attached For and on behalf of the Board of Directors of

For B S R & Co. LLP Hero MotoCorp Limited
Chartered Accountants
ICAI Firm’s Registration Pawan Munjal M. Damodaran
No.: 101248W/W-100022 Chairman, Managing Director & CEO Chairman Audit Committee

DIN: 00004223 DIN: 02106990

Manish Gupta Niranjan Kumar Gupta Pradeep Dinodia Neerja Sharma
Partner Chief Financial Officer Non-Executive Director Company Secretary
Membership No.: 095037 DIN: 00027995
UDIN: 20095037AAAAB01453
Place: New Delhi Place: New Delhi
Date: June 9, 2020 Date: June 9, 2020

Standalone Statement of Cash Flows
For the year ended March 31, 2020
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Statement of Changes in Equity
For the year ended March 31, 2020

A. EQUITY SHARE CAPITAL
Number of shares Amount

Balance as at March 31, 2018  199,711,455  39.94
Changes in equity share capital during the year
Issue of equity shares under employee share option plan (# ` 30,858) (Note 40)  15,429  #

Balance as at March 31, 2019  199,726,884  39.95
Changes in equity share capital during the year
Issue of equity shares under employee share option plan (# ` 24,968) (Note 40)  12,484  #

Balance as at March 31, 2020  199,739,368  39.95

B. OTHER EQUITY*

Particulars

Reserves and surplus

 Capital 
reserve

Securities 
premium

General 
reserve

Share 
options 

outstanding 
account

Retained 
earnings Total

Balance as at March 31, 2018  #  8.30  2,645.79  6.74  9,068.11  11,728.94
Profit for the year  -  -  -  -  3,384.87  3,384.87
Other comprehensive income for the year, net of income tax  -  -  -  -  (17.81)  (17.81)
Total Comprehensive Income for the year  -  -  -  -  3,367.06  3,367.06
Charge against share-based payments  -  -  -  6.55  -  6.55
Transferred to share premium on issue of shares  -  3.70  -  (3.70)  -  -
Payment of dividends  -  -  -  -  (1,897.35)  (1,897.35)
Tax on dividend  -  -  -  -  (390.01)  (390.01)
Issue of equity shares under employee share option plan  -  1.98  -  -  -  1.98
Balance as at March 31, 2019  #  13.98  2,645.79  9.59  10,147.81  12,817.17
Profit for the year  -  -  -  -  3,633.26  3,633.26
Other comprehensive income for the year, net of income tax  -  -  -  -  (31.78)  (31.78)
Total Comprehensive Income for the year  -  -  -  -  3,601.48  3,601.48
Charge against share-based payments  -  -  -  10.15  -  10.15
Transferred to share premium on issue of shares  -  4.30  -  (4.30)  -  -
Payment of dividends  -  -  -  -  (1,937.44)  (1,937.44)
Tax on dividend  -  -  -  -  (395.03)  (395.03)
Issue of equity shares under employee share option plan  -  0.12  -  -  -  0.12
Balance as at March 31, 2020  #  18.40  2,645.79  15.44  11,416.82  14,096.45
*Purpose of each reserve within Other Equity has been disclosed under Note 19.
# on shares forfeited (` 4,250 in absolute `) and share premium account on forfeited share reissued (` 25,500 in absolute `).

The notes referred to above form an integral part of the standalone financials statements 1-46.

As per our report of even date attached For and on behalf of the Board of Directors of
For B S R & Co. LLP Hero MotoCorp Limited
Chartered Accountants
ICAI Firm’s Registration Pawan Munjal M. Damodaran
No.: 101248W/W-100022 Chairman, Managing Director & CEO Chairman Audit Committee

DIN: 00004223 DIN: 02106990

Manish Gupta Niranjan Kumar Gupta Pradeep Dinodia Neerja Sharma
Partner Chief Financial Officer Non-Executive Director Company Secretary
Membership No: 095037 DIN: 00027995
UDIN: 20095037AAAAB01453
Place: New Delhi Place: New Delhi
Date: June 9, 2020 Date: June 9, 2020
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1. GENERAL INFORMATION
  Hero MotoCorp Limited (the Company) is a public 

company domiciled and incorporate ed under the 
provisions of the Companies Act, 1956 on January 19, 
1984. The Company’s registered office and principal 
place of business is The Grand Plaza, Plot No. 2, Nelson 
Mandela Road, Vasant Kunj, Phase II - New Delhi - 
110070, India. The shares of the Company are listed on 
two stock exchanges in India i.e. National Stock Exchange 
(NSE) and Bombay Stock Exchange (BSE). The Company 
is engaged in the manufacturing and selling of motorised 
two-wheelers, spare parts and related services. 
The Company is a leading two wheeler manufacturer 
and has a dominant presence in domestic market.

  The financial statements for the year ended 
March 31, 2020 were approved by the Board of Directors 
and authorised for issue on June 09, 2020.

2.  BASIS OF PREPARATION AND PRESENTATION
2.1 Statement of Compliance
  The standalone financial statements have been prepared 

in accordance with Indian Accounting Standards (Ind 
AS) as per the Companies (Indian Accounting Standards) 
Rules, 2015 notified under Section 133 of Companies Act, 
2013, (the ‘Act’) and other relevant provisions of the Act.

2.2 Basis of measurement
  The financial statements have been prepared on 

the historical cost basis except for certain financial 
instruments, net defined benefit asset/liability and 
liabilities for equity settled share based payment 
arrangements that are measured at fair values at 
the end of each reporting period, as explained in the 
accounting policies below. These financial statements 
are presented in Indian Rupee (INR), which is also the 
Company’s functional currency. All amounts have been 
rounded-off to the nearest crore, up to two decimals 
unless otherwise stated.

2.3 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. SIGNIFICANT ACCOUNTING POLICIES
3.1 Revenue Recognition
  Revenue is recognised upon transfer of control of 

promised products or services to customers for an 
amount that reflects the consideration which the 
Company expects to receive in exchange for those 
products or services. Revenue excludes taxes or duties 
collected on behalf of the government.

 •  Revenue from sale of goods is recognised when 
control of goods are transferred to the buyer 
which is generally on dispatch for domestic sales 
and on dispatch/delivery on local port in India 
for export sales

 •  Revenue from providing services is recognised 
in the accounting period in which services are 
rendered. Revenue from service is based on 
number of services provided to the end of reporting 
period as a proportion of the total number services 
to be provided.

  Revenue is measured based on the transaction price, 
which is the consideration, adjusted for volume 
discounts, performance bonuses, price concessions 
and incentives, if any, as specified in the contract with 
the customer. Revenue also excludes taxes collected 
from customers.

  A liability is recognised where payments are received 
from customers before transferring control of the goods 
being sold or providing services to the customer.

  The Company disaggregates revenue from contracts 
with customers by nature of goods and service.

  Dividend income is recorded when the right to receive 
payment is established. Interest income is recognised 
using the effective interest method.

  Royalty income is recognised on accrual basis 
in accordance with the substance of their 
relevant agreements.

3.2 Leasing
  Ind AS 116 requires lessees to determine the lease 

term as the non-cancellable period of a lease adjusted 
with any option to extend or terminate the lease, if the 
use of such option is reasonably certain. The Company 
makes an assessment on the expected lease term on 
a lease-by-lease basis and thereby assesses whether 
it is reasonably certain that any options to extend or 
terminate the contract will be exercised. In evaluating 
the lease term, the Company considers factors such as 
any significant leasehold improvements undertaken 
over the lease term, costs relating to the termination 
of the lease and the importance of the underlying asset 
to the Company’s operations taking into account the 
location of the underlying asset and the availability of 
suitable alternatives. The lease term in future periods 
is reassessed to ensure that the lease term reflects the 
current economic circumstances. After considering 
current and future economic conditions, the Company 
has concluded that no changes are required to lease 
period relating to the existing lease contracts.
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 The Company as a lessee
  The Company’s lease asset classes primarily consist of 

leases for land and buildings. The Company assesses 
whether a contract contains a lease, at inception of a 
contract. A contract is, or contains, a lease if the contract 
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 the use of an 
identified asset (ii) the Company has substantially all of 
the economic benefits from use of the asset through the 
period of the lease and (iii) the Company has the right to 
direct the use of the asset.

  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 leases with a term of 
twelve months or less (short-term leases) and low value 
leases. For these short-term and low value leases, the 
Company recognises the lease payments as an operating 
expense on a straight-line basis over the term of the lease.

  Certain lease arrangements includes 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 recognized at cost, 
which comprises the initial amount of the lease liability 
adjusted for any lease payments made at or prior to the 
commencement date of the lease plus any initial direct 
costs less any lease incentives. They are subsequently 
measured at cost less accumulated depreciation and 
impairment losses.

  Right-of-use assets are depreciated from the 
commencement date on a straight-line basis over the 
shorter of the lease term and useful life of the underlying 
asset. Right of use assets are evaluated for recoverability 
whenever events or changes in circumstances indicate 
that their carrying amounts may not be recoverable. 
For the purpose of impairment testing, the recoverable 
amount (i.e. the higher of the fair value less cost to sell 
and the value-in-use) is determined on an individual 
asset basis unless the asset does not generate cash 
flows that are largely independent of those from 
other assets. In such cases, the recoverable amount is 
determined for the Cash Generating Unit (CGU) to which 
the asset belongs.

  The lease liability is initially measured at  amortised 
cost at the present value of the future lease payments. 
The lease payments are discounted using the interest 

rate implicit in the lease or, if not readily determinable, 
using the incremental borrowing rates in the country 
of domicile of these leases. Lease liabilities are 
remeasured with a corresponding adjustment to the 
related right of use asset if the Company changes its 
assessment if whether it will exercise an extension or a 
termination option.

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

 Transition
  Effective April 1, 2019, the Company adopted Ind AS 

116 “Leases” and applied the standard to all lease 
contracts existing on April 1, 2019 using the modified 
retrospective approach.

  Consequently, the Company recorded the lease liability 
at the present value of the remaining lease payments 
discounted at the incremental borrowing rate and 
the right of use asset at an amount equal to the lease 
liability. The Company has used discounted rate as the 
Company’s incremental borrowing rate at the date of 
initial application. Comparatives as at and for the year 
ended March 31, 2019 have not been retrospectively 
adjusted and therefore will continue to be reported 
under the accounting policies included as part of our 
Annual Report for year ended March 31, 2019. There is 
no impact on retained earnings as on 1 April 2019.

  The effect of this adoption is insignificant on the profit 
before tax, profit for the year and earnings per share. 
Ind AS 116 will result in an increase in cash inflows from 
operating activities and an increase in cash outflows 
from financing activities on account of lease payments.

  The following is the summary of practical expedients 
elected on initial application:

 1.  Applied a single discount rate to a portfolio of leases 
of similar assets in similar economic environment 
with a similar end date.

 2.  Applied the exemption not to recognize 
right-of-use assets and liabilities for leases with 
less than 12 months of lease term on the date of 
initial application.

 3.  Excluded the initial direct costs from the 
measurement of the right-of-use asset at the date 
of initial application.

 4.  Applied the practical expedient to grandfather 
the assessment of which transactions are leases. 
Accordingly, Ind AS 116 is applied only to 
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contracts that were previously identified as leases 
under Ind AS 17.

  The incremental borrowing rate has been applied to 
lease liabilities.

 Refer note 7A for other disclosures.

3.3 Foreign currencies
  In preparing the financial statements of the Company, 

transactions in currencies other than the Compamy’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, 
monetary items denominated in foreign currencies 
are retranslated at the rates prevailing at that date. 
Non-monetary items that are measured in terms of 
historical cost in a foreign currency are not retranslated.

  Exchange differences on monetary items are recognised 
in the Statement of profit and loss in the period in 
which they arise.

3.4 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.

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

3.5 Government grants
  Government grants are not recognised until there is 

reasonable assurance that the Company will comply 
with the conditions attaching to them and that the grants 
will be received.

  Government grants are recognised in the Statement 
of profit and loss on a systematic basis over the 
periods in which the Company recognises as expenses 
the related costs, if any, for which the grants are 
intended to compensate.

3.6 Employee benefits
 Defined contribution plans
  A defined contribution plan is a post-employment 

benefit plan under which the Compamy pays fixed 
contributions into a separate entity and will have no 
legal or constructive obligation to pay further amounts. 
Payments to defined contribution plans are recognised 
as an expense when employees have rendered service 
entitling them to the contributions.

 Defined benefit plans
  For defined benefit plans, the cost of providing benefits 

is determined using the projected unit credit method, 
with actuarial valuations being carried out at the end 
of each annual reporting period. Re-measurement, 
comprising actuarial gains and losses 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. Re-measurement recognised in 
other comprehensive income is reflected immediately in 
retained earnings and is not reclassified to the Statement 
of profit and loss. 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 or 
curtailments and settlements);

 • net interest expense or income; and

 • re-measurement.

  The Company presents the first two components of 
defined benefit costs in the Statement of profit and loss 
in the line item Employee benefit expense.

  The retirement benefit obligation recognised in 
the balance sheet represents the actual deficit or 
surplus in the Company’s defined benefit plans. 
Any surplus resulting from this calculation is limited to 
the present value of any economic benefits available in 
the form of refunds from the plan or reductions in future 
contributions to the plans.

 Short-term employee benefits
  Liabilities recognised in respect of wages and salaries 

and other short-term employee benefits are measured at 
the undiscounted amount of the benefits expected to be 
paid in exchange for the related service and are expensed 
as the related services are provided.

 Other long-term employee benefits
  Liabilities recognised in respect of other long-term 

employee benefits such as long-term  service awards 
and compensated absences 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 based 
on the actuarial valuation using the projected unit credit 
method carried out at the year-end. Re measurement 
gain or losses are recognised in the statement of profit 
and loss in the period in which they arise.



Hero MotoCorp Ltd.

156

Annual Report 2019-20

Notes forming part of the 
Standalone Financial Statements
For the year ended March 31, 2020

3.7 Share-based payment arrangements
  Equity-settled share-based payments to employees are 

measured at the fair value of the equity instruments at 
the grant date. Details regarding the determination of 
the fair value of equity-settled share-based transactions 
are set out in note 40.

  The fair value determined at the grant date of the 
equity-settled share-based payments is expensed on 
a straight-line basis over the vesting period, based on 
the Company’s estimate of equity instruments that 
will eventually vest, with a corresponding increase in 
equity. At the end of each reporting period, the Company 
revises its estimate of the number of equity instruments 
expected to vest. The impact of the revision of the original 
estimates, if any, is recognised in the Statement of profit 
and loss such that the cumulative expense reflects the 
revised estimate, with a corresponding adjustment to 
the Share option’s outstanding account.

3.8 Taxation
  Income tax expense represents the sum of the tax 

currently payable and deferred tax.

 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 Company’s current tax is calculated 
using tax rates that have been enacted by the end of the 
reporting period.

 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 the computation of taxable profit. 
Deferred tax liabilities are generally recognised for 
all taxable temporary differences. Deferred tax assets 
are generally recognised for all deductible temporary 
differences to the extent that it is probable that taxable 
profits will be available against which those deductible 
temporary differences can be utilised.

  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 or 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 carrying 
amount of its assets and liabilities.

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

  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.

  The Company elected to exercise the option permitted 
under Section 115BAA of the Income Tax Act, 1961 
as introduced by the Taxation Laws (Amendment) 
Act, 2019. Accordingly, the Company has recognised 
Provision for Income tax for the year ended March 31, 
2020 and re-measured its deferred tax assets/liabilities 
basis the rate prescribed in the said Section. The impact 
of this change has been recognised during the year 
ended March 31, 2020.

3.9 Property, plant and equipment
  Property, plant and equipment (including furniture, 

fixtures, vehicles, etc.) held for use in the production 
or supply of goods or services, or for administrative 
purposes, are stated in the balance sheet at cost less 
accumulated depreciation and accumulated impairment 
losses, if any. Cost of acquisition is inclusive of freight, 
duties, taxes and other incidental expenses. Freehold land 
is not depreciated.

  Property, plant and equipment in the course of 
construction for production, supply or administrative 
purposes are carried at cost, less any recognised 
impairment loss. Cost includes items directly 
attributable to the construction or acquisition of the 
item of property, plant and equipment and capitalised 
borrowing cost. Such properties are classified to the 
appropriate categories of property, plant and equipment 
when completed and ready for intended use.

  Subsequent costs are included in the assets carrying 
amount or recognised as a separate asset, as appropriate 
only if it is probable that the future economic benefits 
associated with the item will flow to the Company 
and that the cost of the item can be reliably measured. 
The carrying amount of any component accounted for as 
a separate asset is derecognised when replaced. All other 
repairs and maintenance are charged to statement of 
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profit and loss during the reporting period in which 
they are incurred.

  Depreciation of these assets, on the same basis as-other 
property assets, commences when the assets are ready 
for their intended use.

  Depreciation is recognised on the cost of assets (other 
than freehold land and properties under construction) 
less their residual values over their useful lives, using the 
straight-line method. The estimated useful lives, residual 
values and depreciation method are reviewed at the end 
of each reporting period, with the effect of any changes 
in estimate accounted for on a prospective basis.

  Depreciation is charged on a pro-rata basis at the 
straight-line method as per the useful lives prescribed 
in Schedule II to the Companies Act, 2013, other than 
moulds and dies which are depreciated over a period of 
3-8 years grouped under property, plant and equipment.

  An item of property, plant and equipment is derecognised 
upon disposal or when no future economic benefits are 
expected to arise from the continued use of the asset. 
Any gain or loss arising on the disposal or retirement of 
an item of property, plant and equipment 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.

3.10 Intangible assets
 Intangible assets acquired separately
  Intangible assets with finite useful lives that are 

acquired separately are carried at cost less accumulated 
amortisation and accumulated impairment losses. 
Amortisation is recognised on a straight-line basis over 
their estimated useful lives. The estimated useful life 
and amortisation 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.

  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:

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

 •  the intention to complete the intangible asset and 
use or sell it;

 • the ability to use or sell the intangible asset;

 •  how the intangible asset will generate probable 
future economic benefits;

 •  the availability of adequate technical, financial and 
other resources to complete the development and 
to use or sell the intangible asset; and

 •  the ability to measure reliably the expenditure 
attributable to the intangible asset during 
its development.

  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 and 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.

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

 Useful lives of intangible assets
  Intangible assets, comprising of software, expenditure on 

model fee, etc. incurred are amortised on a straight-line 
method over a period of 5 years.

3.11 Impairment of tangible and intangible assets
  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 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). Recoverable amount is the 
higher of fair value less costs of disposal and value in use.

  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. 
In assessing value in use, the estimated future cash flows 
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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 impairment testing, assets that don’t generate 
independent cash flows are grouped together into cash 
generating units (CGU’s). Each CGU represents the 
smallest group of assets that generate cash inflows that 
are largely independent of the cash inflows of other 
assets or CGU’s.

  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.

  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 asset (or cash-generating unit) in prior 
years. A reversal of an impairment loss is recognised 
immediately in the Statement of profit and loss.

3.12 Inventories
  Inventories are stated at the lower of cost and 

net realisable value. Cost of inventories includes 
expenditure incurred in acquiring the inventories, 
production or conversion costs and other costs 
incurred in bringing them to their present location 
and condition. Costs of inventories are determined 
on a moving weighted average. Finished goods and 
work-in-progress include appropriate proportion of 
overheads. Net realisable value represents the estimated 
selling price for inventories less all estimated costs of 
completion and costs necessary to make the sale.

3.13 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 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 
present obligation at the end of the reporting period, 
taking into account the risks and uncertainties 
surrounding the obligation. When a provision is 
measured using the cash flows estimated to settle 
the present obligation, its carrying amount is the 
present value of those cash flows (when the effect of 
the time value of money is material).

 Warranties
  The estimated liability for product warranties is 

recorded when products are sold. These estimates 
are established using historical information on the 
nature, frequency and average cost of warranty 
claims and management estimates regarding 
possible future incidence based on corrective 
actions on product failures. The timing of outflows 
will vary as and when warranty claim will arise- 
being typically two to five years.

3.14 Financial instruments
  Financial assets and financial liabilities are 

recognised when the 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 the Statement of profit and 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 the Statement of 
profit and loss are recognised immediately in the 
Statement of profit and loss.

3.15 Financial assets
  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.

 Classification of financial assets
  Debt instruments that meet the following conditions 

are subsequently measured at amortised cost 
(except for debt instruments that are designated as 
at fair value through the Statement of profit and loss 
on initial recognition):
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 •  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 instruments that meet the following conditions 
are subsequently measured at fair value through other 
comprehensive income (“FVTOCI”) (except for debt 
instruments that are designated as at fair value through 
the Statement of profit and loss 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 the Statement of profit 
and loss for FVTOCI debt instruments.

  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 
the Statement of profit and loss and is included in the 
“Other income” line item.

  Financial assets at fair value through the Statement 
of profit and loss (FVTPL)

  Investments in equity instruments are classified as at 
FVTPL, unless the Company irrevocably elects on initial 
recognition to present subsequent changes in fair value 
in other comprehensive income for investments in 
equity instruments which are not held for trading.

  Debt instruments that do not meet the amortised cost 
criteria or FVTOCI criteria are measured at FVTPL. 
In addition, debt instruments that meet the amortised 
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 or 
recognising the gains and losses on them on different 
bases. The Company has not designated any debt 
instrument as at FVTPL.

  Financial assets at FVTPL are measured at fair value at 
the end of each reporting period, with any gains or losses 
arising on re-measurement recognised in the Statement 
of profit and loss. The net gain or loss recognised in the 
Statement of profit and loss incorporates any dividend 
or interest earned on the financial asset and is included 
in the ‘Other income’ line item. Dividend on financial 
assets at FVTPL is recognised when the Compamy’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.

 Investments in subsidiaries and associates
  Investment in subsidiaries and associates are carried at 

cost in the financial statements.

 Impairment of financial assets
  The Company applies the expected credit loss model 

for recognising impairment loss on financial assets 
measured at amortised cost, debt instruments at FVTOCI, 
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.

 Offsetting
  Financial assets and financial liabilities are offset and 

the net amount presented in the balance sheet when, 
and only when, the Company currently has a legally 
enforceable right to set off the amounts and it intents 
either to settle them on net basis or to realise the assets 
and settle the liabilities simultaneously.
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 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.

3.16 Financial liabilities and equity instruments
 Classification as debt or equity
  Debt and equity instruments issued by Company are 

classified as either financial liabilities or as equity 
in accordance with the substance of the contractual 
arrangements and the definitions of a financial liability 
and an equity instrument.

 Equity instruments
  An equity instrument is any contract that evidences a 

residual interest in the assets of an entity after deducting 
all of its liabilities.

 Financial liabilities
  Financial liabilities that are not held-for-trading 

and are not designated as at FVTPL are measured at 
amortised cost at the end of subsequent accounting 
periods. The carrying amounts of financial liabilities 
that are subsequently measured at amortised cost are 
determined based on the effective interest method. 
Interest expense that is not capitalised as part of costs of 
an asset is included under ‘Finance costs’.

  The effective interest method is a method of calculating 
the amortised cost of a financial liability and of allocating 
interest expense over the relevant period. The effective 
interest rate is the rate that exactly discounts estimated 
future cash payments (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 
financial liability.

  All financial liabilities are subsequently measured 
at amortised cost using the effective interest 
method or at FVTPL.

 Derecognition of financial liabilities
  The Company derecognises financial liabilities when, and 

only when, the Company’s obligations are discharged, 
cancelled or have expired.

3.17 Derivative financial instruments
  The Company enters into a variety of derivative financial 

instruments to manage its exposure to foreign exchange 
rate risks, including foreign exchange forward contracts, 
option contracts, etc.

  Foreign currency derivatives are initially recognised at 
fair value at the date the derivative contracts are entered 
into and are subsequently re-measured to their fair value 
at the end of each reporting period. The resulting gain 
or loss is recognised in the Statement of profit and loss 
immediately unless the derivative is designated and 
effective as a hedging instrument, in which event the 
timing of the recognition in the Statement of profit and 
loss depends on the nature of the hedging relationship 
and the nature of the hedged item.

3.18 Cash flow statement
  Cash flows are reported using the indirect method, 

whereby profit/(loss) before extraordinary items and 
tax is adjusted for the effects of transactions of non-cash 
nature and any deferrals or accruals of past or future cash 
receipts or payments. The cash flows from operating, 
investing and financing activities of the Company are 
segregated based on the available information.

3.19 Earnings per share
  Basic earnings per share is computed by dividing the 

profit after tax by the weighted average number of equity 
shares outstanding during the year/period.

  Diluted earnings per share is computed by dividing 
the profit after tax as adjusted for dividend, interest 
and other charges to expense or income relating to the 
dilutive potential equity shares, by the weighted average 
number of equity shares considered for deriving basic 
earnings per share and the weighted average number 
of equity shares which could have been issued on the 
conversion of all dilutive potential equity shares.

3.20 Contingent liabilities and contingent assets
  A contingent liability exists when there is a possible but 

not probable obligation, or a present obligation that may, 
but probably will not, require an outflow of resources, or 
a present obligation whose amount cannot be estimated 
reliably. Contingent liabilities do not warrant provisions, 
but are disclosed unless the possibility of outflow of 
resources is remote. Contingent assets are neither 
recognised nor disclosed in the financial statements. 
However, contingent assets are assessed continually 
and if it is virtually certain that an inflow of economic 
benefits will arise, the asset and related income are 
recognised in the period in which the change occurs

3.21  Standards issued but not yet effective
  Ministry of Corporate Affairs (“MCA”) notifies new 

standard or amendments to the existing standards. 
There is no such notification which would have been 
applicable from April 1, 2020.
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4.  CRITICAL ACCOUNTING JUDGEMENTS AND KEY 
SOURCES OF ESTIMATION UNCERTAINTY

  In the application of the Company accounting policies, 
which are described in note 3, the management of the 
Company are required to make judgements, estimates 
and assumptions about the carrying amounts of assets 
and liabilities that are not readily apparent from other 
sources. The estimates and associated assumptions are 
based on historical experience and other factors that are 
considered to be relevant. Actual results may differ from 
these estimates.

  The estimates and underlying assumptions are reviewed 
on an ongoing basis. Revisions to accounting estimates 
are recognised prospectively.

  The following are the areas of estimation uncertainty 
and critical judgements that the management has made 
in the process of applying the Company’s accounting 
policies and that have the most significant effect on the 
amounts recognised in the financial statements:-

 (a) Recoverability of intangible asset
   Capitalisation of cost in intangible assets under 

development is based on management’s judgement 
that technological and economic feasibility 
is confirmed and asset under development 
will generate economic benefits in future. 
Based on evaluations carried out, the Company’s 
management has determined that there are no 
factors which indicates that these assets have 
suffered any impairment loss.

 (b) Defined benefit plans
   The cost of the defined benefit plan and other 

post-employment benefits and the present value 
of such obligation are determined using actuarial 
valuations. An actuarial valuation involves making 
various assumptions that may differ from actual 
developments in the future. These include the 
determination of the discount rate, future salary 
increases, mortality rates and future pension 
increases. Due to the complexities involved in 
the valuation and its long-term nature, a defined 
benefit obligation is sensitive to changes in these 
assumptions. All assumptions are reviewed at each 
reporting date.

 (c) Provision and contingent liability
   On an ongoing basis, Company reviews 

pending cases, claims by third parties and 
other contingencies. For contingent losses that 
are considered probable, an estimated loss is 
recorded as an accrual in financial statements. 
Contingent loss that are considered possible are 
not provided for but disclosed as Contingent 
liabilities in the financial statements. Contingencies 
the likelihood of which is remote are not disclosed 
in the financial statements. Contingent gain are not 
recognised until the contingency has been resolved 
and amounts are received or receivable.

 (d) Useful lives of depreciable assets
   Management reviews the useful lives of depreciable 

assets at each reporting. Date as at March 31, 
2020 management assessed that the useful lives 
represent the expected utility of the assets to the 
Company. Further, there is no significant change in 
the useful lives as compared to previous year.

 (e)  Impairment of investment in equity 
instruments of subsidiary and associate 
companies

   During the year, the Company assessed the 
investment in equity instrument of subsidiary and 
associate companies carried at cost for impairment 
testing. Some of these companies are start-ups 
or are at early stage of their operations and are 
expected to generate positive cash flows in the 
future years. Detailed analysis has been carried 
out on the future projections and the Company 
is confident that the investments do not require 
any impairment.

 (f) Government grant
   During the year, management has assessed the 

conditions attached to grants which have been 
met and has assessed whether the grants will be 
received or not. Basis assessment, the Company has 
recognised the government grants in the Statement 
of profit and loss. 
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5. PROPERTY, PLANT AND EQUIPMENT

Particulars  Freehold 
land  Buildings  Plant and 

equipment

 Furniture 
and 

fixtures
 Vehicles  Office 

equipment

 Data 
Processing 
equipment

 Total

Cost
At April 1, 2018  86.30  2,141.29  4,840.99  41.16  49.10  56.83  189.47  7,405.14
Additions  -  123.15  362.67  4.19  8.47  9.55  22.76  530.79
Disposals  -  0.98  72.00  0.15  5.21  0.65  3.16  82.15
At March 31, 2019  86.30  2,263.46  5,131.66  45.20  52.36  65.73  209.07  7,853.78
Additions  78.42  544.76  1,051.11  8.34  11.32  12.46  26.93  1,733.34
Disposals  -  0.09  74.91  0.87  6.65  1.94  4.62  89.08
At March 31, 2020  164.72  2,808.13  6,107.86  52.67  57.03  76.25  231.38  9,498.04
Accumulated depreciation
At April 1, 2018  -  301.36  2,429.39  17.62  17.62  29.26  124.00  2,919.25
Depreciation expense  -  67.38  421.58  3.52  5.12  8.38  23.25  529.23
Adjustments  -  0.34  65.00  0.13  3.18  0.57  3.01  72.23
At March 31, 2019  -  368.40  2,785.97  21.01  19.56  37.07  144.24  3,376.25
Depreciation expense  -  68.17  510.00  3.78  23.41  9.04  24.27  638.67
Adjustments  -  0.09  67.89  0.76  4.42  1.84  4.30  79.30
At March 31, 2020  -  436.48  3,228.08  24.03  38.55  44.27  164.21  3,935.62
Net block
At March 31, 2019  86.30  1,895.06  2,345.69  24.19  32.80  28.66  64.83  4,477.53
At March 31, 2020  164.72  2,371.65  2,879.78  28.64  18.48  31.98  67.17  5,562.42

6. CAPITAL WORK-IN-PROGRESS
 As at

March 31, 2020
 As at

March 31, 2019
Capital work-in-progress  160.25  360.67

 160.25  360.67

7. INTANGIBLE ASSETS
 Model fee/

Product 
designs and 

development

 Computer 
softwares

 Technical 
know-how/

export licences
 Total

Cost
At April 1, 2018  711.26  122.34  2,895.67  3,729.27
Additions  30.47  14.71  -  45.18
At March 31, 2019  741.73  137.05  2,895.67  3,774.45
Additions  108.03  21.04  -  129.07
At March 31, 2020  849.76  158.09  2,895.67  3,903.52
Accumulated amortisation
At April 1, 2018  584.37  80.58  2,895.67  3,560.62
Amortisation expense  58.33  14.45  -  72.78
At March 31, 2019  642.70  95.03  2,895.67  3,633.40
Amortisation expense  115.25  14.78  -  130.03
At March 31, 2020  757.95  109.81  2,895.67  3,763.43
Net block
At March 31, 2019  99.03  42.02  -  141.05
At March 31, 2020  91.81  48.28  -  140.09
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7A. Right of use assets
 Leasehold  
land right

 Right of Use 
assets  Total

Cost
Right of use assets as on 1 April 2019  248.46  172.29  420.75
Additions  28.79 14.29  43.08
At March 31, 2020  277.25  186.58  463.83
Accumulated amortisation
Amortisation expense during the year  3.44 45.82  49.26
At March 31, 2020  3.44  45.82  49.26
Net block
At March 31, 2020  273.81  140.76  414.57

The following is the break-up of current and non-current lease liabilities as at March 31, 2020
 As at

March 31, 2020
Current lease liabilities  28.29
Non-current lease liabilities  121.67
Total  149.96

The following is the movement in lease liabilities during the year ended March 31, 2020
 As at

March 31, 2020
Balance as at 1 April 2019  172.29
Additions 43.08
Payment of lease liabilities and finance cost accrued during the period (65.41)
Total  149.96

The table below provides details regarding the contractual maturities of lease liabilities as at March 31, 2020 on an 
undiscounted basis:
Particulars  Amount

Less than one year  39.22
One to five years  89.33
More than five years  97.60
Total  226.15

The Company does not face a significant liquidity risk with regard to its lease liabilities as the current assets are sufficient to 
meet the obligations related to lease liabilities as and when they fall due.

Rental expenses recorded for short-term leases is ` 23.30 crore during year ended March 31, 2020.

8. INTANGIBLE ASSETS UNDER DEVELOPMENT
 As at

March 31, 2020
 As at

March 31, 2019
Intangible assets under development  181.02  181.19
Total  181.02  181.19
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9. INVESTMENTS
Units As at  
March 31, 

2020

Units As at  
March 31, 

2019

As at March 31, 2020 As at March 31, 2019

 Current Non-
Current  Current Non-

Current
Category-wise investments
Investment in equity instruments  -  1,979.09  -  1,571.75
Investment in debentures/bonds  134.56  205.72  150.68  253.98
Investment in mutual funds  4,559.92  1,343.36  3,016.42  975.78

 4,694.48  3,528.17  3,167.10  2,801.51
Investment in equity instruments carried 
at cost
Unquoted Investments
 Investment in subsidiaries
Hero Tech Centre Germany GMBH (Face Value of EUR 
1 each)

 2,525,000  2,525,000  -  19.57  -  19.57

HMCL Netherlands B.V (Face Value of USD 1 each)  43,243,527  40,601,241  -  281.97  -  262.46
HMCL Americas INC (Face Value of USD 1,000 each)  3,500  3,500  -  22.22  -  22.22
HMC MM Auto Limited (Face Value of ` 10 each)  47,999,993  35,999,993  -  48.00  -  36.00
HMCL (N.A.),Inc (No par Value) *  -  2,466  -  -  -  155.38

 -  371.76  -  495.63
Less: Provision for diminution/impairment *  -  -  -  (155.04)

 -  371.76  -  340.59
Investment in Associates
Ather Energy Private Limited

Equity shares face value of ` 1 each  100  100  -  0.20  -  0.20
Preference shares of face value of ` 10 each 
(Compulsorily convertible into equity instruments)

 128,533  99,186  -  330.38  -  200.38

Hero FinCorp Limited

Equity shares of face value of ` 10 each, fully paid up  47,032,574  47,032,574  -  1,026.29  -  1,026.29
Equity shares of face value of ` 10 each, partly paid up  5,399,319  -  -  248.37  -  -

 -  1,605.24  -  1,226.87
Investments carried at fair value through 
profit or loss (FVTPL)
Quoted Investments
Investment in equity instruments of Other Entities
Bombay Stock Exchange Limited

Face Value of ` 2 each  70,200  70,200  -  2.09  -  4.29
 -  2.09  -  4.29

Investment in equity instruments  -  1,979.09  -  1,571.75
Investment in debentures
Unquoted Investments
Investments carried at fair value through 
profit or loss (FVTPL)
Investment in Associates
Ather Energy Private Limited

Face Value of ` 100 each
Compulsorily convertible debentures  -  66,320  -  -  130.00  -

 -  -  130.00  -
Quoted Investments
Investments carried at amortised cost
Face Value of ` 1000 each
7.34% HUDCO – Maturity –16.02.2023  250,000  250,000  -  25.23  -  25.22
7.18% IRFC – Maturity – 19.02.2023  250,000  250,000  -  25.83  -  25.83
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Units As at  
March 31, 

2020

Units As at  
March 31, 

2019

As at March 31, 2020 As at March 31, 2019

 Current Non-
Current  Current Non-

Current

8.18% NHPC Tax Free Bonds – Maturity – 02.11.2023  161,050  161,050  -  17.43  -  17.43
8.51% HUDCO Tax Free Bonds – Maturity – 
13.01.2024

 250,000  250,000  -  25.46  -  25.44

8.18% PFC Tax Free Bonds – Maturity-16.11.2023  323,890  323,890  -  33.38  -  33.38
9.10% Shriram Transport Finance Company Limited 
TR-I SR-III 9.1 NCD – Maturity – 12.07.2021

 250,000  -  -  25.77  -  -

Face Value of ` 1,00,000 each
6.70% IRFC Bonds – Maturity – 08.03.2020  -  1,500  -  -  15.49  -
Face Value of ` 5,00,000 each
10.70% Tata Motors Finance Limited – Maturity – 
28.04.2020

 138  138  7.59  -  -  7.61

10.70% Tata Motors Finance Limited – Maturity – 
10.04.2020

 400  400  22.08  -  -  22.16

Face Value of ` 10,00,000 each
9.20% Bank of Baroda RR Perpetual BD 09.10.2019  -  50  -  -  5.19  -
8.11% HDB Financial Servies-Maturity – 04.06.2021  250  -  -  26.63  -  -
8.50% SBI Series II 8.50 BD Perpetual – 
Maturity-22.11.2024

 250  -  -  25.99  -  -

Zero Coupon Bonds
8.24% Rural Electrification Corporation Ltd. NCD @ 
` 13,578 maturity ` 30,000 per bond – Maturity – 
15.12.2020

 37,000  37,000  104.89  -  -  96.91

Investment in debentures/bonds  134.56  205.72  20.68  253.98
Investment in mutual funds
{include funds which are listed but not quoted}
Unquoted Investments
Investments carried at fair value through 
profit or loss (FVTPL)
Debt fund
Units of the face value of ` 10 each
ICICI Prudential Mutual Fund
FMP – Series 82 – 1199 Days Plan L Direct Plan 
Cumulative

 70,000,000  70,000,000  -  83.17  -  76.31

FMP -Series 82-1135 Days Plan U Direct Plan 
Cumulative

 50,000,000  50,000,000  -  58.93  -  54.02

FMP Series 83 – 1105 Days Plan F Direct Plan 
Cumulative

 50,000,000  50,000,000  -  59.12  -  54.20

Blended Plan B – Direct Plan – Growth Option (Merged 
with Banking and PSU Debt Fund Direct Plan Growth)

 32,595,446  24,817,467  77.07  -  70.29  -

Banking and PSU Debt Fund-Direct Plan-Growth  21,659,649  -  51.21  -  -  -
Short-Term Fund – Direct Plan – Growth Option  77,651,149  -  344.51  -  -  -
Corporate Bond Fund – Direct Plan – Growth  23,824,272  -  51.25  -  -  -
Aditya Birla Sunlife Mutual Fund
Fixed Term Plan – Series PB (1190 days) – Direct 
Growth

 90,000,000  90,000,000  -  106.95  -  98.13

Fixed Term Plan – Series PZ (1120 days) – Direct 
Growth

 35,000,000  35,000,000  -  41.13  -  37.84

Fixed Term Plan – Series QB (1113 days) – Direct 
Growth

 50,000,000  50,000,000  -  59.21  -  54.32

Fixed Term Plan-Series RC (1295 days)-Direct Growth  50,000,000  50,000,000  -  58.32  -  53.27
Corporate Bond Fund – Growth – Direct Plan  6,502,619  -  51.30  -  -  -
Nippon India Mutual fund (formerly 
Reliance Mutual fund)
Fixed Horizon Fund -XXX-Series 4-Direct Growth Plan  -  30,000,000  -  -  38.48  -
Fixed Horizon Fund -XXXI-Series 5-Direct Growth Plan  -  5,000,000  -  -  6.13  -
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Units As at  
March 31, 

2020

Units As at  
March 31, 

2019

As at March 31, 2020 As at March 31, 2019

 Current Non-
Current  Current Non-

Current
Fixed Horizon Fund -XXXVII-Series 10-Direct Growth 
Plan

 25,000,000  25,000,000  -  29.18  -  27.09

Fixed Horizon Fund -XXXVII-Series 12-Direct Growth 
Plan

 40,000,000  40,000,000  -  47.34  -  43.34

Strategic Debt Fund- Direct Growth Plan  -  53,163,841  -  -  81.63  -
Invesco Mutual Fund (Formerly Religare 
Invesco Mutual Fund)
FMP-Sr. 29-Plan B (1150 Days)-Direct Growth  6,000,000  6,000,000  7.45  -  -  6.92
FMP-Sr. 33-Plan D (1273 Days)-Direct Sub Plan 
Growth

 20,000,000  20,000,000  -  22.91  -  20.85

L&T Mutual Fund
Credit Risk Fund Direct Plan-Growth  -  43,776,843  -  -  95.10  -
SBI Mutual Fund
Dual Advantage Fund -Series XII- Direct-Growth  -  15,000,000  -  -  19.37  -
SBI Corporate Bond Fund- Direct Plan-Growth  68,197,318  -  76.97  -  -  -
IDFC Mutual Fund
Fixed Term Plan Series 140 Direct Plan -Growth (1145 
Days)

 50,000,000  50,000,000  -  59.10  -  54.18

Fixed Term Plan Series 144 Direct Plan -Growth 
(1141Days)

 50,000,000  50,000,000  -  58.77  -  53.87

Banking & PSU Debt Fund -Direct Plan- Growth  72,144,804  -  129.60  -  -  -
Credit Risk Fund- Direct Plan- Growth  40,448,820  -  51.49  -  -  -
Kotak Mutual Fund
FMP Series 219 Direct-Growth  75,000,000  75,000,000  -  88.84  -  81.47
FMP Series 221 Direct-Growth  48,000,000  48,000,000  -  56.53  -  51.83
FMP Series 228 Direct-Growth  50,000,000  50,000,000  -  59.33  -  54.29
Credit Risk Fund -Direct Plan- Growth  21,678,713  -  50.86  -  -  -
HDFC Mutual Fund
FMP 1167 D January 2016(1) -Direct-Growth-
Series-35

 -  15,000,000  -  -  19.24  -

FMP 1143 D March 2018(1) -Direct-Growth-Series-39  75,000,000  75,000,000  -  88.58  -  81.15
FMP 1147 D March 2018(1) -Direct-Growth-Series-39  50,000,000  50,000,000  -  58.89  -  53.93
Low Duration Fund- Direct Plan- Growth Option  11,713,250  -  51.78  -  -  -
Banking & PSU Debt Fund -Direct Growth Option  76,391,860  -  128.53  -  -  -
Short-Term Debt Fund -Direct Plan- Growth Option  44,931,502  -  102.84  -  -  -
Credit Risk Debt Fund -Direct -Growth  14,751,525  -  25.73  -  -  -
Units of the face value of ` 100 each
ICICI Prudential Mutual Fund
Savings Fund-Direct Plan-Growth Option  7,429,165  -  290.01  -  -  -
Aditya Birla Sunlife Mutual Fund
Savings Fund-Growth-Direct Plan  2,654,976  -  106.42  -  -  -
Low Duration Fund -Growth-Direct Plan  5,645,928  -  289.96  -  -  -
Units of the face value of ` 1000 each
Nippon India Mutual fund (formerly 
Reliance Mutual fund)
Low Duration Fund -Direct Growth Plan Growth 
Option (Formerly Reliance Money Manager Fund-
Direct Growth Plan Growth Option)

 -  1,890,316  -  - 499.12  -



(Amount in crore of INR)

Financial 
Statements

167

Notes forming part of the 
Standalone Financial Statements
For the year ended March 31, 2020

Units As at  
March 31, 

2020

Units As at  
March 31, 

2019

As at March 31, 2020 As at March 31, 2019

 Current Non-
Current  Current Non-

Current
Invesco Mutual Fund (Formerly Religare 
Invesco Mutual Fund)
Short-Term Fund-Direct Plan Growth  626,087  1,299,935 175.94  - 332.54  -
Ultra Short-Term Fund- Direct Plan Growth (Formerly 
Medium Term Bond Fund-Direct Plan Growth)

 1,065,859  1,398,253 225.22  - 275.28  -

Treasury Advantage Fund-Direct Plan Growth  180,694  - 51.72  -  -  -
Kotak Mutual Fund
Corporate Bond Fund Direct Growth  185,317  - 51.15  -  -  -
PGIM India Mutual Fund (Formerly DHFL 
Pramerica Mutual Fund)
Fixed Duration Fund -Series AE-Direct Plan-Growth  62,500  62,500  7.79  -  -  7.24
Fixed Duration Fund -Series AG-Direct Plan-Growth  100,000  100,000  12.40  -  -  11.53
Axis Mutual Fund
Banking & PSU Debt Fund- Direct Growth  798,515  -  154.99  -  -  -
DSP Mutual Fund
Low Duration Fund- Direct Plan- Growth  51,976,493  -  77.47  -  -  -
Edelweiss Mutual Fund
Edelweiss Mutual Bharat Bond ETF  3,000,000  -  -  307.06  -  -
Equity fund
Units of the face value of ` 10 each
Nippon India Mutual fund (formerly 
Reliance Mutual fund)
Arbitrage Fund-Direct Monthly Dividend Plan  -  

182,893,206
 -  -  201.12  -

Arbitrage Fund - Direct Growth Plan Growth Option 242,983,312  -  508.57  -  -  -
IDFC Mutual Fund
Arbitrage Fund -Monthly Dividend- Direct Plan  -  

102,862,654
 -  -  135.27  -

Arbitrage Fund -Growth-(Direct Plan)  53,240,261  -  136.99  -  -  -
ICICI Prudential Mutual Fund
Equity Arbitrage Fund- Direct Plan- Dividend  -  

115,635,024
 -  -  167.57  -

Aditya Birla Sunlife Mutual Fund
Aditya Birla Sun Life Arbitrage Fund -Growth -Direct 
Plan (Formerly known as Aditya Birla Sun Life 
Enhanced Arbitrage Fund )

 74,630,850  95,931,942  156.18  -  105.77  -

Axis Mutual Fund
Arbitrage Fund Direct Dividend  - 138,620,823  -  -  153.11  -
Liquid fund
Units of the face value of ` 100 each
ICICI Prudential Mutual Fund
Liquid Direct plan-Growth  5,769,464  -  169.49  -  -  -
Aditya Birla Sunlife Mutual Fund
Liquid Fund- Growth- Direct Plan (Formerly Cash 
Plus-Growth-Direct Plan)

 7,889,513  3,258,811  252.12  -  97.91  -

Units of the face value of ` 1000 each
Nippon India Mutual fund (formerly 
Reliance Mutual fund)
Liquidity Fund- Direct Growth Plan Growth Option  807,476  -  391.68  -  -  -
HDFC Mutual Fund
Liquid Fund Direct Plan Growth  771,080  -  301.23  -  -  -
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Units As at  
March 31, 

2020

Units As at  
March 31, 

2019

As at March 31, 2020 As at March 31, 2019

 Current Non-
Current  Current Non-

Current
Axis Mutual Fund
Liquid Fund-Direct Growth  -  1,495,644  -  -  310.13  -
Kotak Mutual Fund
Liquid Direct Plan Growth  -  1,079,091  -  -  408.36  -
Investment in mutual funds  4,559.92  1,343.36  3,016.42  975.78
Total Investments  4,694.48  3,528.17  3,167.10  2,801.51

* During the year ended March 31, 2020, HMCL (N.A) Inc. ceased to be a subsidiary of the Company w.e.f. November 06, 2019 pursuant to its dissolution vide order 
dated December 03, 2019 of the State of Delaware.

As at March 31, 2020 As at March 31, 2019

 Current Non-Current  Current Non-Current
Aggregate book value of quoted investments  134.56  207.81  20.68  258.27
Aggregate market value of quoted investments  135.71  214.87  20.70  257.60
Aggregate carrying value of unquoted investments  4,559.92  3,320.36  3,146.42  2,698.28
Aggregate amount of impairment in value of investments  -  -  -  (155.04)

Category-wise investment as per Ind AS 109 classification
As at March 31, 2020 As at March 31, 2019

 Current Non-Current  Current Non-Current

Financial assets carried at fair value through profit or loss 
(FVTPL)
Unquoted
Investment in Mutual Funds  4,559.92  1,343.36  3,016.42  975.78
Investment in debentures  -  -  130.00  -
Quoted
Investment in equity instruments  -  2.09  -  4.29
Financial assets carried at amortised cost
Quoted
Investment in bonds  134.56  205.72  20.68  253.98

 4,694.48  1,551.17  3,167.10  1,234.05

Note: The above does not include investments in subsidiaries and associates amounting to ` 1,977.00 crore (as at March 31,2020) and ` 1567.46 crore (as at March 
31, 2019) carried at cost.

Information about the Company’s exposure to credit and market risks, and fair value measurement, is included in Note 41.

10. LOANS (FINANCIAL ASSETS)
Particulars  As at

March 31, 2020
 As at

March 31, 2019
Non-current
Unsecured, considered good
Loans to employees  22.15  21.92
Security deposits  45.12  38.04
Total  67.27  59.96
Current
Unsecured, considered good
Loans to employees  20.67  23.22
Security deposits  1.69  1.81
Total  22.36  25.03

Notes: These financial assets are carried at amortised cost unless otherwise stated.

Notes: The Company’s exposure to credit and currency risks, and impairment allowances related to Loans (Financial assets) is disclosed in Note 41
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11. OTHER FINANCIAL ASSETS
Particulars  As at

March 31, 2020
 As at

March 31, 2019
Current
Unsecured, considered good
Interest accrued on deposits  0.23  0.28
Accrual of incentive from State Government  331.89  618.50
Other recoverables  22.49  35.11
Total  354.61  653.89

Notes: These financial assets are carried at amortised cost unless otherwise stated.

Notes: The Company’s exposure to credit and currency risks, and impairment allowances related to Other financial assets is disclosed in Note 41

12. INCOME TAX ASSETS (NET)
Particulars  As at

March 31, 2020
 As at

March 31, 2019
Tax assets
Advance income tax  1,383.55  2,430.71
Less: Provision for taxation  1,073.42  1,591.45
Total  310.13  839.26

13. OTHER ASSETS
Particulars  As at

March 31, 2020
 As at

March 31, 2019
Non-current
Unsecured, considered good
Capital advances  73.31  344.81
Prepayment land leases*  -  245.22
Prepaid expenses  5.05  3.13
Balance with government authorities
- Excise duty and others  8.18  28.87
- VAT/ sales tax  10.31  42.35
Total  96.85  664.38
Current
Unsecured, considered good
Prepayment land leases*  -  3.24
Prepaid expenses  65.01  48.79
Advance to suppliers  78.31  121.97
Other advances  5.55  4.79
Balance with Government authorities
- VAT/ sales tax/Employee state insurance  66.36  35.20
- Goods and service tax (GST)  43.70  5.62
- Export incentive receivable  21.21  19.61
Total  280.14  239.22

*Disclosed as part of right of use of assets under note 7A
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14. INVENTORIES
 (lower of cost and net realisable value)

Particulars  As at
March 31, 2020

 As at
March 31, 2019

Raw materials and components  567.65  615.99
Goods in transit of raw materials and components  48.82  150.70
Work-in-progress (Two-wheelers)  50.13  31.37
Finished goods
 Two-wheelers  263.33  113.21
 Spare parts  38.50  37.60
Stores and spares  97.98  98.91
Loose tools  25.56  24.59
Total  1,091.97  1,072.37

The mode of valuation of inventories has been stated in note no. 3.12.

15. TRADE RECEIVABLES
Particulars  As at

March 31, 2020
 As at

March 31, 2019
Current
Trade Receivables considered good (Secured) **  52.02  35.22
Trade Receivables considered good (Unsecured) **  1,551.12  2,786.35
Trade Receivables considered doubtful  71.25  20.28

 1,674.39  2,841.85
Less: Loss allowance  71.25  20.28
Total  1,603.14  2,821.57

The concentration of credit risk is limited due to the fact that the customer base is large and unrelated.

The carrying amount of trade receivables approximates their fair value. The Company’s exposure to credit and currency risks, 
and impairment allowances related to trade receivables is disclosed in Note 41

Particulars  As at
March 31, 2020

 As at
March 31, 2019

Age of receivables
Within the credit period  623.81  1,378.23
upto 6 months past due  968.72  1,422.32
More than 6 months but less than one year 25.81 11.02
More than one year 56.05 30.28

 1,674.39  2,841.85

** Include receivables from related parties (refer note 36)

16. CASH AND CASH EQUIVALENTS
Particulars  As at

March 31, 2020
 As at

March 31, 2019
Cash on hand  0.03  0.08
Balances with banks
In current accounts  146.58  39.37
In deposit accounts  1.30  1.23
Cash and cash equivalents  147.91  40.68
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17. BANK BALANCES OTHER THAN CASH AND CASH EQUIVALENTS ABOVE
Particulars  As at

March 31, 2020
 As at

March 31, 2019
Balances with banks
In dividend current accounts (earmarked accounts)  56.88  60.86
In deposit accounts*  37.07  34.92
Total  93.95  95.78

* The Company had placed fixed deposits aggregating ` 25.00 crore with Dena Bank on February 18, 2014. Subsequent thereto, it was brought to the notice of the 
Company that money had been fraudulently withdrawn by pledging fictitious copies of such fixed deposit receipts with concerned bank by some individuals. The 
Company has filed a recovery suit which is pending in the honourable Delhi High Court against the bank. In the interim, the Bank has renewed the deposits (along 
with interest earned thereon).

18. (A) EQUITY SHARE CAPITAL
Particulars  As at

March 31, 2020
 As at

March 31, 2019
Authorised
250,000,000 (as at March 31, 2019 - 250,000,000) Equity shares of ` 2 each  50.00  50.00
Total  50.00  50.00
Issued, subscribed and fully paid up
199,739,368 (as at March 31, 2019 - 199,726,884) Equity shares of ` 2 each  39.95  39.95
Total  39.95  39.95
The Company has only one class of equity shares having a par value of ` 2 per share. Each holder of equity shares is entitled to 
one vote per share held. In the event of liquidation, the equity shareholders are eligible to receive the remaining assets of the 
Company after distribution of all preferential amount, in proportion to their shareholding.

(i)  Reconciliation of the number of shares and amount outstanding at the beginning and at the end of the reporting 
year:

Particulars
As at March 31, 2020 As at March 31, 2019

Nos. ` in crore Nos. ` in crore
Opening Balance  199,726,884  39.95  199,711,455  39.94
Issued during the year ` #Current year ` 24,968* (previous year ` 
30,858*)- Employee Stock Option Plan (refer note 40)

 12,484  #  15,429  #

Closing Balance  199,739,368  39.95  199,726,884  39.95

* in absolute INR

(ii) Details of shareholders holding more than 5% equity shares in the Company:

Particulars
As at March 31, 2020 As at March 31, 2019

Nos. % holding in 
the class Nos. % holding in 

the class
Ms Renu Munjal *  9,309,019 4.66%  9,309,019 4.66%
Mr. Suman Munjal *  9,309,019 4.66%  9,309,019 4.66%
Mr. Pawan Munjal *  9,309,020 4.66%  9,309,020 4.66%
M/S Bahadur Chand Investments (P) Ltd.  39,943,238 20.00%  39,943,238 20.00%

* Hold shares on behalf of Brijmohan Lall Om Prakash (partnership firm)

  On March 30, 2020 and March 31, 2020, the promoters of the Company have acquired certain shares of the Company. 
However, same was not reflecting in the relevant account of promoters as on March 31, 2020 and therefore not included 
in the shareholding pattern mentioned above. Details of shares acquired are as follows:

  -Bahadur Chand Investments Private Limited, had purchased 90,000 equity shares (0.04%) on March 30 and 31, 2020 
increasing its total shareholding to 4,00,33,238 shares (20.04%).

 -Pawan Munjal Family Trust, had purchased 1,58,000 equity shares (0.08%) on March 31, 2020.

 - RK Munjal & Sons Trust, had purchased 8,000 equity shares (0.0%) on March 31, 2020.

  -Mr. Suman Kant Munjal, Promoter, had purchased 20,000 equity shares (0.01%) on March 31, 2020 thereby increasing his 
shareholding to 91,250 shares (0.05%).
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(iii) Shares options granted under the Company’s employee share option plan

Plan
Share Options Outstanding (In Nos.)

As at  
March 31, 2020

As at  
March 31, 2019 Expiry Date

ESOP 2014  864  2,184  October 21, 2021
ESOP 2016  20,916  28,016  August 21, 2023
RSU 2016  -  4,047  August 21, 2023
ESOP 2017  21,826  27,016  October 31, 2024
RSU 2017  2,128  10,031  October 31, 2024
ESOP 2018  108,030  125,000  March 25, 2026
RSU 2018  5,580  17,760  January 31, 2026
ESOP 2019  93,425  -  October 22, 2026
RSU 2019  5,210  -  October 22, 2026

Also refer details of the employee stock option plan as provided in Note 40.

b) Preference share capital

Particulars  As at
March 31, 2020

 As at
March 31, 2019

Authorised Preference share capital
4,00,000 (as at March 31, 2019 - 4,00,000) Cumulative convertible preference shares of ` 100 each  4.00  4.00
4,00,000 (as at March 31, 2019 - 4,00,000) Cumulative redeemable preference shares of ` 100 each  4.00  4.00
Total  8.00  8.00

Note:- The Company has not issued preference share capital.

19. OTHER EQUITY
Particulars  As at

March 31, 2020
 As at

March 31, 2019
Capital reserves  #  #
Securities premium  18.40  13.98
General reserve  2,645.79  2,645.79
Share options outstanding account  15.44  9.59
Retained earnings  11,416.82  10,147.81
Total  14,096.45  12,817.17

Nature and Description
(i)  Capital reserves:- The Company had transferred forfeited share application money to Capital reserve in accordance 

with the provision of the Companies Act, 1956. The reserve will be utilised in accordance with the provisions of the 
Companies Act, 2013.

(ii)  Securities premium:- Securities premium reserve is used to record the premium on issue of shares. The reserve is utilised 
in accordance with the provisions of the Companies Act, 2013.

(iii)  General reserve:- General Reserves are free reserves of the Company which are kept aside out of Company’s profits 
to meet the future requirements as and when they arise. The Company had transferred a portion of the profit after 
tax (PAT) to general reserve pursuant to the earlier provisions of Companies Act, 1956. Mandatory transfer to general 
reserve is not required under the Companies Act, 2013.

(iv)  Share options outstanding account:- Stock option outstanding account is used to record the impact of employee stock 
option scheme. Refer note 40 for further detail of this plan.
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(v)  Retained earnings:- Retained earnings are the accumulated profits earned by the Company till date, less transfer to 
general reserves, dividend (including dividend distribution tax) and other distributions made to the shareholders.

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

A. Capital Reserves
 On shares forfeited (# in absolute ` 4,250)  #  #

 Securities premium account on forfeited shares reissued(## in absolute ` 25,500)  ##  ##

B. Securities premium
 Opening balance  13.98  8.30
 Add : Premium on equity shares issued @  4.42  5.68
Closing balance  18.40  13.98
@Addition in securities premium represents premium on equity shares under various schemes amounting to ` 0.12 crore (Previous year ` 1.98 crore) and ` 4.30 
crore (Previous year ` 3.70 crore) transferred from share option outstanding account on 12,484 equity shares (Previous year 15,429 equity shares) issued and 
alloted during the year under ESOP scheme. Also refer Note 40.

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

C. General Reserve
General reserve at the beginning and end of the year  2,645.79  2,645.79
D. Share options outstanding account *
Opening balance  9.59  6.74
Add: Net charge during the year  10.15  6.55
Less: Transferred to securities premium on issue of shares  (4.30)  (3.70)
Closing balance  15.44  9.59
* Also refer note 40
E. Retained earnings
Opening balance  10,147.81  9,068.11
Add: Profit for the year  3,633.26  3,384.87
Other Comprehensive income arising from remeasurement of defined benefit obligation net of 
income tax

 (31.78)  (17.81)

Less: Appropriations

Final dividend for Financial year 2018-19 [amount per share ` 32.0 (Financial Year 2017-18 : 
` 40.0)]

 639.13  798.85

Interim dividend for Financial year 2019-20 [amount per share ` 65.0 (Financial Year 2018-19 : 
` 55.0)]

 1,298.31  1,098.50

Corporate dividend tax  395.03  390.01
Total appropriations  2,332.47  2,287.36
Balance at end of year  11,416.82  10,147.81

In respect of the year ended March 31, 2020, the Directors propose that a dividend of ` 25 per share (March 31, 2019: ` 32 per 
share) be paid on fully paid equity shares. This equity dividend is subject to approval by shareholders at the Annual General 
Meeting and has not been included as liability in these financial statements. The proposed equity dividend is payable to all 
holders of fully paid equity shares. The total estimated equity dividend to be paid is ` 499.35 crore (March 31, 2019 : ` 770.50 
crore) (including corporate dividend tax thereon of ` Nil crore (March 31, 2019 : ` 131.37crore))
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20. PROVISIONS
Particulars  As at

March 31, 2020
 As at

March 31, 2019
Non-current
Employee benefits (Refer note (i) below)
 Compensated absences  20.80  19.13
 Other employee benefits  8.61  7.81
Sub-total (A)  29.41  26.94
Warranties (Refer note (ii) below)  92.96  90.26
Sub-total (B)  92.96  90.26
Total (A+B)  122.37  117.20
Current
Employee benefits (Refer note (i) below)
 Compensated absences  5.03  5.09
 Other employee benefits  85.14  0.37
Sub-total (A)  90.17  5.46
Warranties (Refer note (ii) below)  56.39  53.57
Sub-total (B)  56.39  53.57
Total (A+B)  146.56  59.03

(i) The provision for employee benefits includes sick leave, gratuity, earned leave and vested long-term service reward .
(ii) Movement in warranties provisions

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

Opening balance  143.83  145.64
Additions during the year  137.67  85.12
Amount utilised during the year  (126.24)  (80.70)
Unwinding of discount and effect of changes in the discount rate  (5.91)  (6.23)
Closing balance  149.35  143.83

The provision for warranty claims represents the present value as best estimate of the future economic benefits that will be 
required under the Company’s obligations for warranties. The estimate has been made on the basis of historical warranty 
trends and may vary as a result of new materials, altered manufacturing processes or other events affecting product quality.

As at March 31, 2020, this particular provision had a carrying amount of ` 149.35 crore (March 31, 2019: ` 143.83 crore). 
Were claims costs to differ by 10% from management’s estimates, the warranty provisions would be an estimated ` 14.94 crore 
higher or lower (March 31, 2019: ` 14.38 crore higher or lower).

21. DEFERRED TAX (ASSETS)/ LIABILITIES (NET)
Particulars  As at  

March 31, 2020
 As at  

March 31, 2019
Deferred tax liabilities
Property, plant and equipments and intangible assets  411.57  558.94
Financial assets carried at fair value through profit or loss  73.98  29.80
Others  8.58  12.38
Sub-total (A)  494.13  601.12
Less: Deferred tax assets
Deferred revenue  60.14  43.22
Accrued expenses deductible on payment  26.74  9.35
VRS expenses u/s 35DDA  12.10 -
Right of use assets and lease liabilities  2.32 -
Others  -  12.04
Sub-total (B)  101.30  64.61
Total (A-B)  392.83  536.51
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Movement of Deferred tax (assets)/liabilities

Particulars

For the Year ended March 31, 2020

Opening 
Balance

Recognised in 
profit and Loss

Recognised 
in Other 

comprehensive 
income

Closing  
Balance

Deferred tax liabilities
Property, plant and equipments and intangible assets  558.94  (147.37)  -  411.57
Financial assets carried at fair value through profit or loss  29.80  44.18  -  73.98
Others  12.38  (3.80)  -  8.58

 601.12  (106.99)  -  494.13
Less: Deferred tax assets
Accrued expenses deductible on payment  9.35  17.39  -  26.74
Deferred revenue  43.22  16.92  -  60.14
VRS expenses u/s 35DDA  -  12.10 -  12.10
Right of use assets and lease liabilities -  2.32 -  2.32
Others  12.04  (12.04)  -  -

 64.61  36.69 -  101.30
Deferred tax liabilities (net)  536.51  (143.68)  -  392.83

Particulars

For the Year ended March 31, 2019

Opening 
Balance

Recognised in 
profit and Loss

Recognised 
in Other 

comprehensive 
income

Closing  
Balance

Deferred tax liabilities
Property, plant and equipments and intangible assets 492.75  66.19  - 558.94
Financial assets carried at fair value through profit or loss 66.26  (36.46)  - 29.80
Others 18.67  (6.29)  - 12.38

577.68 23.44  - 601.12
Less: Deferred tax assets
Accrued expenses deductible on payment 10.09  (0.74)  - 9.35
Deferred revenue 43.88  (0.66)  - 43.22
Others 12.04  -  - 12.04

660.01  (1.40)  -  64.61
Deferred tax liabilities (net) 511.67 240.84  - 536.51

22. TRADE PAYABLES
Particulars  As at  

March 31, 2020
 As at  

March 31, 2019
Total outstanding dues of micro and small enterprises  8.33  -
Total outstanding dues of creditors other than micro and small enterprises##  3,022.18  3,355.28
Total  3,030.51  3,355.28

## Include payables to related parties (refer note 36).

The Company’s exposure to currency and liquidity risk related to the above financial liabilities is disclosed in Note 41.

Disclosure in respect of the amounts payable to Micro and Small enterprises, as defined under Micro, Small and Medium 
Enterprises Development Act, 2006 has been made in the financial statements based on information received and available 
with the Company.
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Particulars  As at  
March 31, 2020

 As at  
March 31, 2019

The principal amount and the interest due thereon remaining unpaid to any supplier as at the end 
of each accounting period

 8.33  -

The amount of interest paid by the buyer as per the Micro Small and Medium Enterprises 
Development Act, 2006 (MSMED Act, 2006)

 -  -

The amounts of the payments made to micro and small suppliers beyond the appointed day during 
each accounting year

 -  -

The amount of interest due and payable for the period of delay in making payment (which have 
been paid but beyond the appointed day during the year) but without adding the interest specified 
under MSMED Act, 2006

 -  -

The amount of interest accrued for unpaid principal at the end of each accounting year  -  -
The amount of further interest remaining due and payable even in the succeeding years, until such 
date when the interest dues as above are actually paid to the small enterprise for the purpose of 
disallowance as a deductible expenditure under the MSMED Act, 2006

 -  -

23. OTHER FINANCIAL LIABILITIES
Particulars  As at  

March 31, 2020
 As at  

March 31, 2019
Current
Capital creditors  130.52  100.27
Security deposits dealers and others  65.03  59.73
Unclaimed dividend *  56.89  60.87
Total  252.44  220.87

* Does not include any amounts outstanding as at March 31, 2020 which are required to be credited to Investor Education and Protection Fund.

The Company’s exposure to currency and liquidity risk related to the above financial liabilities is disclosed in Note 41.

24. OTHER LIABILITIES
Particulars  As at  

March 31, 2020
 As at  

March 31, 2019
Current
Statutory remittances (contributions to provident fund and employee state insurance, withholding 
taxes, GST etc.)

 159.51  194.13

 Advance from customers  114.17  43.53
 Deferred revenue  238.94  252.14
 Others  5.64  5.38
Total  518.26  495.18

Contract balances
Contract liability is comprised of consideration received from customers against which services are yet to be provided reported 
as advance from customers disclosed as under:

Particulars  As at  
March 31, 2020

 As at  
March 31, 2019

Advance from customers – current  114.17  43.53
Deferred revenue  238.94  252.14

Revenue recognised from amount included in contract liabilities (advance from customers and deferred revenue) at the 
beginning of the year amounts to ` 43.53 crore and ` 227.34 crore respectively.
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25. REVENUE FROM OPERATIONS
Particulars For the year ended

March 31, 2020
For the year ended

March 31, 2019
(a) Sale of products
 Two-wheelers  (63.98 lakh  units (previous year 78.21 lakh  units)  24,917.15  29,693.52
 Spare parts  2,895.89  2,835.97

 27,813.04  32,529.49
(b) Income from services
 Dealers support services  44.43  28.66
 Goodlife program for customers  40.64  43.69
 Services – others  510.32  522.69

 595.39  595.04
(c) Other operating revenue
 Duty drawback and other incentives  30.86  35.32
 Incentive from State Government  345.46  419.30
 Miscellaneous income  51.34  71.39

 427.66  526.01
Total  28,836.09  33,650.54

26. OTHER INCOME
Particulars For the year ended

March 31, 2020
For the year ended

March 31, 2019
(a) Interest income on financial assets carried at amortised cost
 Tax free bonds, debentures and other instruments classified as debt  24.88  19.77
 Deposit with bank and others  239.03  261.52
(b) Dividend income
 Dividend income from investments carried at fair value through profit or loss 47.73  71.64
 Dividend income from investments carried at cost 56.47  12.24
(c) Profit on sale of investments  135.99  144.09
(d) Gain on investments carried at fair value through profit or loss  227.57  175.11
(e) Other non-operating income
 Exchange fluctuation  46.30  6.23
 Profit on sale of property, plant and equipments  0.37  0.65

 778.34  691.25

27. COST OF MATERIALS CONSUMED
Particulars For the year ended

March 31, 2020
For the year ended

March 31, 2019
Raw materials and components consumed:
Opening stock  766.69  555.71
Add: Purchase of raw materials and components  19,760.49  23,614.06

 20,527.18  24,169.77
Less: closing stock  616.47  766.69

 19,910.71  23,403.08
Less: Cash discount  43.52  56.98
Consumption of raw materials and components  19,867.19  23,346.10
Net consumption  19,867.19  23,346.10
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28. CHANGES IN INVENTORY OF FINISHED GOODS AND WORK-IN-PROGRESS
Particulars For the year ended

March 31, 2020
For the year ended

March 31, 2019
(a) Opening stock
 Two-wheelers  113.21 79.47
 Spare parts  37.60 37.19
 Work-in-progress  31.37  37.14

 182.18  153.80
(b) Closing stock
 Two-wheelers  263.33  113.21
 Spare parts  38.50  37.60
 Work-in-progress  50.13  31.37

 351.96  182.18
Net (increase)/ decrease  (169.78)  (28.38)

29. EMPLOYEE BENEFITS EXPENSES
Particulars For the year ended

March 31, 2020
For the year ended

March 31, 2019
(i) Salaries and wages  1,619.42  1,491.81
(ii) Contribution to provident and other funds  111.70  129.34
(iii) Employee Stock Compensation Cost (refer note – 40)  10.15  6.55
(iv) Staff welfare expenses  100.43  102.54
Total  1,841.70  1,730.24

Employee Benefit Plans
The details of various employee benefits provided to employees are as under:

A. Defined benefit, Contribution and other plans

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

a) Employer's contribution to provident fund and labour welfare fund  67.71  64.87
b) Employer's contribution to superannuation fund  17.23  17.56
c) Employer's contribution to gratuity fund *  23.21  41.65
d) Employer's contribution to employee state insurance  3.55  5.26

 111.70  129.34

* In addition to this contribution made amounting to ` 42.47 crore (previous year : ` 27.38 crore) is recognised in other comprehensive income.

B. Defined benefit plans:
  In accordance with the Payment of Gratuity Act, 1972, the Company provides for gratuity, as defined benefit plan. The gratuity 

plan provides for a lump sum payment to the employees at the time of separation from the service on completion of vested 
year of employment i.e. five years. The liability of gratuity plan is provided based on actuarial valuation as at the end of 
each financial year based on which the Company contributes the ascertained liability to Life Insurance Corporation of 
India by whom the plan assets are maintained.

  These plans typically expose the Company to actuarial risks such as: investment risk, inherent interest rate risk , longevity 
risk and salary risk

Investment Risk The present value of the defined benefit plan liability (denominated in Indian Rupee) is calculated using a discount rate 
which is determined by reference to market yields at the end of the reporting period on government bonds. Currently for 
the plan in India, it has a relatively balanced mix of investments in government securities, and other debt instruments.

Interest Rate Risk The defined benefit obligation calculated uses a discount rate based on government bonds. If bond yields fall, the defined 
benefit obligation will tend to increase

Longevity Risk The present value of the defined benefit plan liability is calculated by reference to the best estimate of the mortality of 
plan participants both during and after their employment. An increase in the life expectancy of the plan participants will 
increase the plan's liability.

Salary Risk Higher than expected increases in salary will increase the defined benefit obligation.

The present value of the defined benefit obligation, and the related current service cost, were measured using the projected 
unit credit method.
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The principal assumptions (demographic and financial) used for the purposes of the actuarial valuations were as 
follows:-

Principal assumptions:
Gratuity Gratuity

As at March 31, 2020 As at March 31, 2019

Discount rate 6.60% 7.50%
Future salary increase 6.50% p.a. 6.50% p.a. for first year 

and 5.50% thereafter
Retirement age 58 years 58 years
Withdrawal rate Up to 30 years: 3%

from 31 to 44 years: 2%
After 44 years: 1%

Up to 30 years: 3%
from 31 to 44 years: 2%

After 44 years: 1%
In service mortality Indian Assured Lives 

Mortality (2006-08) Ult.
Indian Assured Lives 

Mortality (2006-08) Ult.

Amounts recognised in statement of profit and loss in respect of this defined benefit plan are as follows:-

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

Service cost:
Current service cost  23.21  14.27
Components of defined benefit costs recognised in profit or loss  23.21  14.27
Remeasurement on the net defined benefit liability:
 Return on plan assets (excluding amounts included in net interest expense)  (0.74) 3.09
 Actuarial (gains)/ losses arising from changes in financial assumptions  41.56  17.99
 Actuarial (gains)/ losses arising from experience adjustments  1.65  6.30
Components of defined benefit costs recognised in other comprehensive income  42.47  27.38
Total  65.68  41.65

The amount included in the balance sheet arising from the entity’s obligation in respect of its defined benefit plans is 
as follows:

Particulars
Gratuity

As at  
March 31, 2020

As at  
March 31, 2019

Present Value of funded defined benefit obligation 318.03 265.59
Fair value of plan assets 252.35 265.59
Net liability arising from defined benefit obligation  65.68  -

Net liability disclosed as follows (under Provisions – Note – 20):

Particulars

Gratuity

As at March 31, 2020  As at March 31, 2019

 Current Non-Current  Current Non-Current

Other employee benefits  65.68 - - -



(Amount in crore of INR)

Hero MotoCorp Ltd.

180

Annual Report 2019-20

Notes forming part of the 
Standalone Financial Statements
For the year ended March 31, 2020

Movements in the present value of the defined benefit obligation are as follows :-

Particulars
For the year ended

March 31, 2020
For the year ended

March 31, 2019
Gratuity Gratuity

Opening defined obligation  265.59  220.52
Current service cost  23.21  14.27
Interest cost  18.69  17.01
Remeasurement (gains)/losses:
 Actuarial (gains)/losses arising from changes in financial assumptions  41.56  17.99
 Actuarial (gains)/losses arising from experience adjustments  1.65  6.30
Benefits paid  (32.67)  (10.50)
Closing defined benefit obligation  318.03  265.59

Movements in the fair value of the plan assets are as follows

Particulars
Gratuity

For the year ended 
March 31, 2020

For the year ended 
March 31, 2019

Opening fair value of plan assets  265.59  220.52
Interest income  18.69  17.01
Remeasurement gain/(loss):
Return on plan assets (excluding amounts included in net interest expense)  0.74  (3.09)
Contribution  -  41.65
Benefit paid  (32.67)  (10.50)
Closing fair value of plan assets  252.35  265.59

The Company makes annual contribution to Life Insurance corporation (LIC). As LIC does not disclose the composition of its 
portfolio investments, break-down of plan investments by investment type is not available to disclose.

Significant actuarial assumptions for the determination of the defined obligation are discount rate and expected salary increase. 
The sensitivity analysis below have been determined based on reasonable possible changes of the respective assumptions 
occurring at the end of the year, while holding all other assumptions constant.

- If the discount rate is 50 basis points higher (lower), the defined benefit obligation would decrease by ` 11.92 crore (increase 
by ` 12.81 crore) ( as at March 31, 2019: Decrease by ` 8.98 crore (increase by ` 9.61 crore)).

- If the expected salary growth increases (decreases) by 0.5%, the defined benefit obligation would increase by ` 12.76 crore 
(decrease by ` 11.99 crore) ( as at March 31, 2019: increase by ` 9.74 crore (decrease by `11.26 crore)).

Sensitivities due to change in mortality rate and change in withdrawal rate are not material and hence impact of such change 
is not calculated.

Sensitivity Analysis
The sensitivity analysis presented above may not be representative of the actual change in the defined benefit obligation as it is 
unlikely that the change in assumptions would occur in isolation of one another as some of the assumptions may be correlated.

Furthermore, in presenting the above sensitivity analysis, the present value of the defined benefit obligation has been calculated 
using the projected unit credit method at the end of reporting year, which is same as that applied in calculating the defined 
benefit obligation liability recognised in the balance sheet.

Asset-Liability Matching Study
The Company ensures that the investment positions are managed within an Asset-Liability Matching (ALM) framework that 
has been developed to achieve long-term  investments that are in line with the obligations under the employee benefit plans. 
Within the framework, the Company’s ALM objective is to match assets to the obligations by investing in securities with 
maturities that match the payments as they fall due.
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Other disclosures
Maturity profile of defined benefit obligation

Particulars  As at  
March 31, 2020

 As at  
March 31, 2019

Average duration of the defined benefit obligation (in years) 8.50 years 8.77 years

The Company expects to make a contribution of ` 65.68 crore (as at March 31, 2019 ` 16.55 crore) to the defined benefit plans 
during the next financial year.

Defined benefit liability and employer contribution
The Expected maturity analysis of undiscontinued defined benefit liability is as follows:

Particulars Less than a year Between
1 - 2 years

Between
2 - 5 years

Over
5 years Total

As at March 31, 2020 49.36 21.08 80.37 30.00 180.81
As at March 31, 2019 38.52 20.69 77.59 155.33 292.13

30. FINANCE COSTS
Particulars For the year ended

March 31, 2020
For the year ended

March 31, 2019
Interest expenses at amortised cost
- On dealers security deposits  2.47  2.23
- On others  0.10  0.14
- Unwinding of discount on provisions and lease liability  19.45  6.23
Total  22.02  8.60

31. OTHER EXPENSES
Particulars For the year ended

March 31, 2020
For the year ended

March 31, 2019
Stores and tools consumed  91.22  110.30
Packing, forwarding, freight etc.  947.52  1,196.21
Power and fuel  132.22  157.48
Rent (Refer note 7A)  23.30  51.91
Lease rent  -  39.33
Repairs and maintenance
 - Buildings  26.50  21.47
 - Plant and machinery  103.44  109.72
 - Others  9.79  9.15
Insurance charges  52.53  47.14
Rates and taxes  10.29  10.22
Advertisement and publicity  719.77  804.17
Donations#  0.05  7.73
Expenditure on corporate social responsibility (Refer note 42)  130.61  101.95
Payment to auditors  1.80  1.37
Exchange fluctuation  -  0.59
Loss on sale of property, plant and equipments  8.66  6.47
Loss allowance on trade receivables  51.22  -
Miscellaneous expenses  1,030.10  997.28
Total  3,339.02  3,672.49

# Donation includes ` Nil crore (previous year ` 7.00 crore) under Section 182 of the Companies Act, 2013.
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Payment to auditors

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

a) As Statutory Audit
 - Audit fee 0.82 0.65
 - Limited Review of unaudited financial results 0.60 0.45
 - Other certifications 0.11 0.15
b) Tax audit fees 0.08 0.05
c) Out of pocket expenses 0.19 0.07

 1.80  1.37

32. INCOME TAX EXPENSE
(a) Income tax expense recognised in Statement of profit and loss

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

Current Tax:
In respect of the current year  1,084.11  1,601.02
Deferred Tax
In respect of the current year  (143.68)  24.84
Total income tax expense recognised in the statement of profit and loss  940.43  1,625.86

(b) Income tax on other comprehensive income

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

Arising on income and expenses recognised in other comprehensive income:
Remeasurement of Defined Benefit Obligations  (10.69)  (9.57)
Total income tax expenses recognised in other comprehensive income  (10.69)  (9.57)

(c) The income tax expense for the year can be reconciled to the accounting profit as follows:

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

Profit before tax  4,573.69  5,010.73
Income tax expense calculated at 25.168% (2018-19: 34.944%)  1,151.11  1,750.95
Impact of change in tax rates ( from 34.944% in 2018-19 to 25.168% in 2019-20)  (127.40)  -
Additional deduction on research and product development cost  -  (41.14)
Additional deduction on employment generation u/s 80JJAA  (0.85)  (1.18)
Effect of income taxed on lower rate  (70.26)  (99.25)
Others  (12.17)  16.48
Income tax expense recognised in statement of profit and loss  940.43  1,625.86

33. EARNINGS PER SHARE
Particulars For the year ended

March 31, 2020
For the year ended

March 31, 2019

Basic earnings per share (in `)  181.91  169.48
Diluted earnings per share (in `)  181.91  169.47
The earnings and weighted average number of equity shares used in the calculation of basic/
diluted earnings per share are as follows.
Profit for the year, per statement of profit and loss (` in crore) 3,633.26 3,384.87
Opening Balance 199,726,884 199,711,455
Effect of share options exercised 4,909 4,869
Weighted average number of equity shares for the purposes of basic earnings per share (in Nos.) 199,731,793 199,716,324
Effect of share options*  - 14,695
Weighted average number of equity shares for the purposes of diluted earnings per share (in Nos.) 199,731,793 199,731,019

*anti dilutive in the current year.
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34. CONTINGENT LIABILITIES AND COMMITMENTS (TO THE EXTENT NOT PROVIDED FOR)
Particulars As at  

March 31, 2020
As at  

March 31, 2019
a) Contingent liabilities
 In respect of excise matters  -  104.14
  The above matters are subject to legal proceedings in the ordinary course of business. The legal 

proceeding when ultimately concluded will not, in the opinion of management, have a material 
effect on the result of operations or the financial position of the Company.

  Additionally, the Company is involved in other disputes, lawsuits, claims, governmental and/ 
or regulatory inspections, inquiries, investigations and proceedings, including commercial 
matters that arise from time to time in the ordinary course of business. The Company believes 
that none of these matters, either individually or in aggregate, are expected to have any material 
adverse effect on its financial statements.

  As at March 31, 2019, the Company was in the process of evaluating the impact of the recent 
Supreme Court Judgment in relation to non-exclusion of certain allowances from the definition 
of "basic wages" of the relevant employees for the purposes of determining contribution to 
provident fund under the Employees' Provident Funds & Miscellaneous Provisions Act, 1952.

b) Commitments
  Estimated amount of contracts remaining to be executed on capital account and not provided 

for (Net of advances paid amounting to ` 73.31 crore (March 31, 2019 ` 344.81 crore)
249.43 717.36

35.  The Company primarily operates in the automotive segment. The automotive segment includes all activities related to 
development, design, manufacture, assembly and sale of vehicles, as well as sale of related parts and accessories. The Board 
of Directors of the Company, which has been identified as being the  Chief Operating Decision Maker (CODM), evaluates the 
Company’s performance, allocate resources based on the analysis of the various performance indicator of the Company 
as a single unit.

  Therefore, based on the guiding principles given in Ind AS 108 on ‘Operating Segments’, the Company’s business activity 
fall within a single operating segment, namely automotive segment. Accordingly, the disclosure requirements of Ind AS 
108 are not applicable.

Entity wide disclosure details as per Ind AS 108 on Operating segments are given below:
Revenue from Operations from external customers India Outside India Total

2019-20  27,971.52  864.57  28,836.09
2018-19  32,691.83  958.71  33,650.54

Disclosure as per the requirement of Ind AS 115, Revenue:
For the year ended March 31, 2020:
Particulars India Outside India Total

Sale of products  26,969.59  843.45  27,813.04
Income from services  574.27  21.12  595.39
Other operating revenue  427.66  -  427.66
Total  27,971.52  864.57  28,836.09

For the year ended March 31, 2019:
Particulars India Outside India Total

Sale of products  31,588.68  940.81  32,529.49
Income from services  577.14  17.90  595.04
Other operating revenue  526.01  -  526.01
Total  32,691.83  958.71  33,650.54

a) Domestic segment includes sales and services to customers domiciled in India.
b) Overseas segment includes sales and services rendered to customers domiciled outside India.
c) There are no material non-current assets domiciled outside India.
d) There are no major individual customer whose revenue exceeds more than 10% of the entity’s revenue.
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36. RELATED PARTY DISCLOSURES UNDER IND AS 24
A. Parties in respect of which the Company is an associate
 Bahadur Chand Investments Private Limited

 Brijmohan Lall Om Prakash (Partnership firm)

B. Parties over which the Company has control
 Subsidiaries
 HMCL (NA) Inc., USA (ceased to be a subsidiary w.e.f. November 05, 2019) 

 HMCL Americas Inc. USA

 HMCL Netherlands BV

 HMC MM Auto Limited

 Hero Tech Center Germany GmbH (w.e.f. October 25, 2018)

 Subsidiaries of HMCL Netherlands BV
 - HMCL Colombia SAS

 - HMCL Niloy Bangladesh Limited

 Associate of the Company
 Hero FinCorp Limited

 Ather Energy Private Limited

C. Key management personnel and their relatives
Mr. Pawan Munjal - Chairman, Managing Director and Chief Executive Officer
Mr. Suman Kant Munjal - Director
Mr. Vikram Sitaram Kasbekar - Whole-Time Director
Mr. Niranjan Kumar Gupta - Chief Financial Officer
Ms. Neerja Sharma - Company Secretary

Non-Executive and Independent Directors
Mr. Pradeep Dinodia
Gen. (Retd.) Ved Prakash Malik (ceased w.e.f. March 31, 2019)
Dr. Pritam Singh (ceased w.e.f. March 31, 2019)
Mr. M. Damodaran
Mr. Ravi Nath (ceased w.e.f. July 29, 2019)
Dr Anand C. Burman (ceased w.e.f July 29, 2019)
Ms. Shobana Kamineni (ceased w.e.f. March 26, 2020)
Mr. Paul B. Edgerley
Dr. Jagmohan Singh Raju ( Appointed w.e.f. November 15, 2018)
Ms. Tina Trikha ( Appointed w.e.f. October 23, 2019)

Enterprises over which key management personnel and their relatives are able to control:
A.G. Industries Private Limited, A.G, Industries (Bawal) Pvt. Limited, Rockman Industries Limited, Cosmic Kitchen Private 
Limited, Hero Mindmine Institute Private Limited, Hero Investcorp Private Limited, Hero Solar Energy Private Limited, S.R. 
Dinodia & Co. LLP, BML Munjal University and Raman Kant Munjal Foundation
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Transactions with the above related parties:

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

a) Parties in respect of which the Company is an associate
Dividend paid
Brijmohan Lall Om Prakash (Partnership firm)  270.89  265.31
Hero Investcorp Limited  8.48  8.30
Bahadur Chand Investments Private Limited  387.45 379.46
b) Parties over which the Company has control
Investment in equity instruments during the year
Subsidiaries
HMCL Netherlands BV  19.51  24.07
HMC MM Auto Limited  12.00  9.93
Hero Tech Center Germany GmbH  -  19.57
Repatriation of Investments to India
HMCL (NA) Inc., USA  0.01  -
Dividend Received
HMCL Netherlands BV  36.48  -
Sales
HMCL Colombia SAS  131.20  124.97
HMCL Niloy Bangladesh Limited  424.38  438.27
Other operating revenues
HMCL Colombia SAS  4.16  2.98
HMCL Niloy Bangladesh Limited  17.61  14.93
Purchases of goods/services
HMC MM Auto Limited  61.47  19.05
Hero Tech Center Germany GmbH  69.32  -
Expenses reimbursed
HMCL Colombia SAS  13.41  14.98
HMCL Niloy Bangladesh Limited  9.52  5.66

Balance outstanding at the year end

Particulars  As at  
March 31, 2020

 As at  
March 31, 2019

- Trade Receivable
HMCL Colombia SAS  47.61  12.36
HMCL Niloy Bangladesh Limited  79.01  95.89
- Trade Payable
HMC MM Auto Limited  33.58  6.11
Hero Tech Center Germany GmbH  9.96 -

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

c) Associate of the Company
Hero FinCorp Limited
Lease rental expenses  13.97  25.35
Dividend received  20.00  12.24
Dividend paid  0.01  0.01
Investment in equity instruments during the year  248.37  498.30
Expenses reimbursed  4.65  2.05
Rent received  0.06  0.06
Ather Energy Private Limited
Investment in Compulsorily convertible debentures* -  130.00

*During the financial Year 2019-20, compulsorily convertible debentures have been converted into complusory convertible preference shares.
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Balance outstanding at the year end

Particulars  As at  
March 31, 2020

 As at  
March 31, 2019

- Payable
Hero FinCorp Limited  6.00  1.84

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

d) Key management personnel and their relative.
Managerial Remuneration/Sitting fees
Mr. Pawan Munjal  84.59  80.41
Mr. Vikram Sitaram Kasbekar  6.70  6.19
Mr. Suman Kant Munjal  0.18  0.18
Mr. Niranjan Kumar Gupta  4.77  4.53
Ms. Neerja Sharma  4.46  1.79
Dividend paid  2.79  2.74
Commission/ Sitting fees/ Expenses reimbursement to Non-Executive and 
Independent Directors
Mr. Pradeep Dinodia  1.18  0.95
Gen. (Retd,) Ved Prakash Malik  -  0.75
Dr. Pritam Singh  -  0.60
Mr. M. Damodaran  1.04  0.79
Mr. Ravi Nath  -  0.51
Dr. Anand C. Burman  0.08  0.09
Ms. Shobana Kamineni  0.35  0.17
Mr. Paul B. Edgerley  0.53  0.92
Dr. Jagmohan Singh Raju  0.60  0.08
Ms. Tina Trikha  0.18 -

Balance outstanding at the year end

Particulars  As at  
March 31, 2020

 As at  
March 31, 2019

- Payables (including commission)  49.98  55.08

Category-wise break up of compensation to key management personnel during the year is as follows:

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

Managerial remuneration*
Short-term benefits 97.84 90.66
Post-employment benefits 2.31 1.76
Share-based payments 0.38  0.49

* Does not include provisions for incremental gratuity and compensated absences liabilities, since the provisions are based on actuarial valuations for the Company 
as a whole.

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

e) Enterprises over which key management personnel and their relatives are able to 
exercise control
Purchase of raw materials and components etc.  2,595.43  3,155.12
Purchase of property, plant and equipments 34.13  36.96
Payment towards services etc. 4.11  4.78
Expenditure towards Corporate Social Responsibility (CSR) 19.94  13.21
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Balance outstanding as at the year end

Particulars  As at  
March 31, 2020

 As at  
March 31, 2019

- Payables  173.86  282.19

Significant related party transactions included in the above are as under :-

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

Purchase of raw materials and components etc.
A .G. Industries Private Limited 810.40  997.95
Rockman Industries Limited 1,615.44  1,920.56
A.G Industries (Bawal) Pvt. Limited  166.95  233.87
Purchase of Assets
Rockman Industries Limited 15.72  13.06
A.G. Industries Private Limited 18.40  20.09
Hero Solar Energy Private Limited  -  3.81
Payment for services etc.
BML Munjal University 2.95  1.65
Hero Mindmine Institute Private Limited 0.06  0.74
Hero Solar Energy Private Limited  0.44  -
A .G. Industries Private Limited 0.55  1.11
Rockman Industries Limited 0.17  0.25
S.R Dinodia & Co. LLP  -  1.02
CSR
Raman Kant Munjal Foundation 4.94  2.93
BML Munjal University 15.00  10.28

Significant closing balances of related parties are as under:-

Particulars  As at  
March 31, 2020

 As at  
March 31, 2019

- Trade Payables
A .G. Industries Private Limited  43.64  48.32
Rockman Industries Limited  127.05  220.54
A.G, Industries (Bawal) Pvt. Limited  2.88  10.22

D. Terms and Conditions
  All transactions with related parties are made on terms equivalent to those that prevail in arm’s length transactions and 

within the ordinary course of business. Outstanding balances at the year end are unsecured and settlement occurs in cash.

37. NOTE ON COVID-19
  The spread of COVID-19 has affected the business operations post the national lock down. The Company has taken various 

measures in consonance with Central and State Government advisories to contain the pandemic, which included closing 
of manufacturing facilities.

  Given the uncertainty of quick turnaround to normalcy, post lifting of the lock down, the Company has carried out a 
comprehensive assessment of possible impact on its business operations, financial assets, contractual obligations and its 
overall liquidity position, based on the internal and external sources of information and application of reasonable estimates. 
The Company does not foresee any significant incremental risk to the recoverability of its assets or in meeting its financial 
obligations over the foreseeable future, given early and required steps taken to contain, protect and mitigate the exposure.

  Pursuant to the relaxed guidelines, the Company has now resumed its operations , however, some of the staff continues to 
operate from home. Since the situation is continuously evolving, the impact assessed in future may be different from the 
estimates made as at the date of approval of these financial statements. Management will continue to monitor any material 
changes arising due to the impact of this pandemic on financial and operational performance of the Company and take 
necessary measures to address the situation
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38.  Information pursuant to clause 3 (vii) (b) of the Companies (Auditor’s Report) Order, 2016 in respect of disputed dues, not 
deposited as at March 31, 2020, pending with various authorities:

Name of Statute Nature of Dues Amount* Amount paid Financial year to which 
the Amount Relates

Forum where Dispute is 
Pending

Central Excise Law Excise duty 0.45 0.02 2014-15 to 2015-16 Assistant Commissioner
59.28*** 0.70 2004-05 to 2017-18 CESTAT (The Customs 

Excise and Service Tax 
Appellate Tribunal )

Central Goods and Services  
Tax Act, 2017

Goods and 
Services Tax (GST)

0.09***  - 2017-18 Commissioner Appeal

Finance Act, 1994 Service Tax  0.89  0.45 2004-05 to 2005-06 Supreme Court
 233.11  24.99 2004-05 to 2011-12 CESTAT

Income Tax Act, 1961 Income Tax 283.99 **  - 2014-15 Income Tax Appellant 
Tribunal (ITAT)

 2,336.71#  280.00 2010-11 Commissioner of Income 
Tax (Appeals)

* Amount as per demand orders including interest and penalty wherever indicated in the order.

#Balance demand of 2010-11 has been stayed by assessing officer till the disposal of first appeal.

** For FY 2014-15, stay of demand has been granted by ITAT for a period of 6 months or disposal of first appeal which ever is earlier.

*** Includes a case of ` 25.05 crore (including interest and penalty) for which appeal is yet to be made.

The following matters have been decided in favour of the Company but the department has preferred appeals at higher levels:

Name of Statute Nature of Dues Amount*

Amount 
paid as per 
stay order/
mandatory 

deposit

Financial year to which 
the Amount Relates

Forum where Dispute is 
Pending

Central Excise Law Excise duty  8.78  - 2002-03 to 2008-09 Supreme Court
 85.66 0.04 2009-10 to 2010-11, 

2013-14
CESTAT

Income Tax Act, 1961 Income Tax 4.10  - 2005-06 Supreme Court
 7,353.84  - 1995-96, 1996-97, 

1997-98, 1998-99, 
2000-01, 2002-03, 
2006-07, 2009-10, 
2010-11, 2011-12 and 
2012-13.

High Court

365.01  - 2004-05, 2007-08 and 
2013-14

ITAT

* Amount as per demand orders including interest and penalty wherever indicated in the order.

39. RESEARCH AND DEVELOPMENT EXPENSES:
 Expenses charged to revenue account

Particulars For the year ended
March 31, 2020

For the year ended
March 31, 2019

Raw material consumption  14.86  9.22
Consumables  2.71  3.41
Employee benefits  205.45  198.60
Depreciation and amortisation  181.29  126.35
Others* 73.27  79.91
Total 477.58 417.49

* Includes intangible asset under development amounting to ` 0.05 crore (previous year ` 0.02 crore) expensed off during the year.
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Capital expenditure For the year ended
March 31, 2020

For the year ended
March 31, 2019

Land  28.79  4.69
Building  11.45  0.04
Equipments  53.67  24.73
Furniture and fixtures  2.37  1.20
Software  4.91  8.12
Vehicles  6.13  4.25
Data processing equipments  4.46  3.67
Intangible assets  108.03  30.47

 219.81  77.17
Capital work-in-progress  14.37  85.52
 Total  234.18  162.69

40. SHARE-BASED PAYMENTS
 Employee Stock Option Plan 
  The Employee Stock Options Scheme titled “Employee Incentive Scheme 2014 - Options and Restricted Stock Unit” hereafter 

referred to as “Employee Incentive Scheme 2014” or “the Scheme” was approved by the shareholders of the Company 
through postal ballot on September 22, 2014. The Scheme covered 49,90,000 options/ restricted units for 49,90,000 
equity shares. The Scheme allows the issue of options/restricted stock units (RSU) to employees of the Company which 
are convertible to one equity share of the Company. As per the Scheme, the Nomination and Remuneration Committee 
grants the options/RSU to the employees deemed eligible. The options and RSU granted vest over a period of 4 and 3 
years respectively from the date of the grant in proportions specified in the respective ESOP Plans. Options/RSU may be 
exercised by the employees after vesting period within 7 years from the date of grant. The fair value as on the date of the 
grant of the options/RSU, representing Stock compensation charge, is expensed over the vesting period.

 Details of the Stock Option/ RSU issued under the Scheme

Plan Number of  
Options/ RSU Grant date Expiry date Exercise  

Price `

Weighted Average 
Fair value of the 
Options at grant 

date `

ESOP 2014  23,110 22-Oct-14 21-Oct-21  2,159  1,228
ESOP 2016  41,290 22-Aug-16 21-Aug-23  2,469  1,324
RSU 2016  11,194 22-Aug-16 21-Aug-23  2  3,290
ESOP 2017  29,800 31-Oct-17 31-Oct-24  2,818  1,615
RSU 2017  15,769 31-Oct-17 31-Oct-24  2  3,663
ESOP 2018  125,000 25-Mar-19 25-Mar-26  2,033  1,138
RSU 2018  17,760 31-Jan-19 31-Jan-26  2  2,672
ESOP 2019  98,750 22-Oct-19 22-Oct-26  1,745 1067
RSU 2019  5,210 22-Oct-19 22-Oct-26  2  2,308
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Fair value of share options/ RSU granted during the year
The fair value of options/RSU granted is estimated using the Black Scholes Option Pricing Model after applying the key 
assumption which are tabulated below. The expected volatility has been calculated using the daily stock returns on NSE, based 
on expected life options/RSU of each vest. The expected life of share option is based on historical data and current expectation 
and not necessarily indicative of exercise pattern that may occur.

Inputs in to the pricing model
Option Plan

 ESOP 2019  RSU 2019  ESOP 2018  RSU 2018

Weighted Average Fair value of option/RSU  1,067  2,308  1,138  2,672
Weighted Average share price  2,637  2,637  2,886  3,034
Exercise price  1,745  2  2,033  2
Expected average volatility 22.54% 22.49% 22.96% 23.17%
Option life 7 Years 7 Years  7 Years  7 Years
Dividend yield 2.92% 2.92% 2.78% 2.78%
Average risk-free interest rate 6.57% 6.57% 7.00% 7.23%

Movements in share options during the year 
For the year ended March 31, 2020 For the year ended March 31, 2019

Number of  
options

Weighted average 
exercise price

`

Number of  
options

Weighted average
exercise price

`

Outstanding at the beginning of the year  182,216  2,218  67,724  2,604
Granted during the year  98,750  1,745  125,000  2,033
Forfeited during the year  35,371  2,195  2,414  2,686
Exercised during the year  534  2,159  8,094  2,449
Outstanding at the end of year  245,061  2,031  182,216  2,218
Exercisable at the end of year  41,944  2,304  10,864  2,547
Movements in RSU during the year

Number  
of RSU

Weighted 
average  

exercise price
`

Number  
of RSU

Weighted 
average exercise 

price
`

Outstanding at the beginning of the year  31,838  2  21,413  2
Granted during the year  5,210  2  17,760  2
Forfeited during the year  12,180  2  -  2
Exercised during the year  11,950  2  7,335  2
Outstanding at the end of year  12,918  2  31,838  2
Exercisable at the end of year  1,674  2  -  -

 Share options exercised during the year

Option Plan

For the year ended March 31, 2020 For the year ended March 31, 2019

No. of options 
exercised

Weighted average 
Share price at
 exercise date

`

No. of options 
exercised

Weighted average 
Share price at
 exercise date

`

ESOP 2014  534  2,355  1,962  2,660
ESOP 2016  -  -  4,848  2,883
RSU 2016  4,047  2,675  3,036  2,883
ESOP 2017  -  -  1,284  2,681
RSU 2017  7,903  2,612  4,299  2,685
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Share options/RSU outstanding at end of the year

Options/ RSU Plans
Options 

outstanding as at 
March 31, 2020

Options 
outstanding

as at  
March 31, 2019

Remaining
contractual life (in 

Years) as on 
March 31, 2020

Remaining
contractual life (in 

Years) as on  
March 31, 2019

Exercise  
Price

`

ESOP 2014  864  2,184  1.56  2.56  2,159
ESOP 2016  20,916  28,016  3.39  4.39  2,469
RSU 2016  -  4,047  3.39  4.39  2
ESOP 2017  21,826  27,016  4.59  5.59  2,818
RSU 2017  2,128  10,031  4.59  5.59  2
ESOP 2018  108,030  125,000  5.98  6.98  2,033
RSU 2018  5,580  17,760 5.84  6.84  2
ESOP 2019  93,425  -  6.56  -  1,745
RSU 2019  5,210  -  6.56  -  2

 257,979  214,054

During the the year ended March 31, 2020, the Company recorded an employee stock compensation expense of ` 10.15 crore 
( previous year ` 6.55 crore) in the Statement of Profit and Loss and the balance in share options outstanding account as at 
March 31, 2020 is ` 15.44 crore (previous year ` 9.59 crore)

41. FINANCIAL INSTRUMENTS
41.1 Capital Management
  The Company manages its capital to ensure that the Company will be able to continue as a going concern while maximising 

the return to stakeholders through efficient allocation of capital towards expansion of business, opitimisation of working 
capital requirements and deployment of surplus funds into various investment options. The Company does not have debts 
and meets its capital requirement through equity and internal accruals.

 The Company is not subject to any externally imposed capital requirements

  The management of the Company reviews the capital structure of the Company on regular basis. As part of this review, the 
Board considers the cost of capital and the risks associated with the movement in the working capital.

 The following table summarises the capital of the Company:

Particulars  As at 
March 31, 2020

 As at 
March 31, 2019

Share capital  39.95  39.95
Equity reserves  14,096.45  12,817.17
Total Equity  14,136.40  12,857.12

Particulars  As at 
March 31, 2020

 As at 
March 31, 2019

Categories of financial instruments
Financial assets
Financial assets at fair value through profit or loss
Non-current
Investments  1,345.45  980.07
Current
Investments  4,559.92  3,146.42
Financial assets at amortised cost
Non-current
Investments  205.72  253.98
Loans  67.27  59.96
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Particulars  As at 
March 31, 2020

 As at 
March 31, 2019

Current
Investments  134.56  20.68
Trade receivables  1,603.14  2,821.57
Cash and bank balances  241.86  136.46
Loans  22.36  25.03
Others  354.61  653.89
Total  8,534.89  8,098.06
Financial liabilities at amortised cost
Non-Current
 Lease Liability  121.67  -
Current
 Lease Liability  28.29  -
Trade payables  3,030.51  3,355.28
Other financial liabilities  252.44  220.87
Total  3,432.91  3,576.14

41.2 Fair value measurements
  The Company uses the following hierarchy for determining and/or disclosing the fair value of financial 

instruments by valuation techniques:
 The following is the basis of categorising the financial instruments measured at fair value into Level 1 to Level 3:

  Level 1: This level includes financial assets that are measured by reference to quoted prices (unadjusted) in active markets 
for identical assets or liabilities.

  Level 2: This level includes financial assets and liabilities, measured using inputs other than quoted prices included within 
Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

  Level 3: This level includes financial assets and liabilities measured using inputs that are not based on observable market 
data (unobservable inputs). Fair values are determined in whole or in part, using a valuation model based on assumptions 
that are neither supported by prices from observable current market transactions in the same instrument nor are they 
based on available market data.

 Fair value of the Company’s financial assets that are measured at fair value on a recurring basis:
  There are certain Company’s financial assets which are measured at fair value at the end of each reporting period. 

Following table gives information about how the fair values of these financial assets are determined:

Fair value as at March 31, 2019

Level 1 Level 2 Level 3

Financial assets at fair value through profit or loss
Non-current
Investments in mutual funds  -  975.78  -
Investments in equity instruments  4.29  -  -
Current
Investments in mutual funds  2,952.57 63.85  -
Investments in debentures  -  -  130.00
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Fair value as at March 31, 2020

Level 1 Level 2 Level 3

Financial assets at fair value through profit or loss
Non-current
Investments in mutual funds  -  1,343.36  -
Investments in equity instruments  2.09  -  -
Current
Investments in mutual funds  4,532.28 27.64  -

  Fair value of the Company’s financial assets that are not measured at fair value (but fair value disclosures are 
required)

  Except as detailed out in the following table, the management considers that the carrying amounts of financial assets and 
financial liabilities recognised in the financial instruments approximate their fair values:

As at March 31, 2020 As at March 31, 2019
Carrying 
amount Fair value Carrying 

amount Fair value

Financial assets at amortised cost
Non-current
Investments in bonds  205.72  212.78  253.98  253.31
Current
Investments in bonds  134.56  135.71  20.68  20.70

Fair value hierarchy

March  31, 2020  
Level 2

March 31, 2019  
Level 2

Financial assets at amortised cost
Non-current
Investments in bonds  212.78  253.31
Current
Investments in bonds  135.71  20.70

  The fair value of the financial assets and financial liabilities are included at the amount that would be received to sell an 
asset and paid to transfer a liability in an orderly transaction between the market participants. The following methods and 
assumptions were used to estimate the fair values:

  - Investments traded in active markets are determined by reference to quotes from the financial institutions-: Net 
asset value (NAV) for investments in mutual funds declared by mutual fund house, quoted price of equity shares in the 
stock exchange etc.

 - The fair value of bonds is based on quoted prices and market observable inputs.

  - Trade receivables, cash and cash equivalents, other bank balances, loans, other current financial assets, trade payables, 
current lease liabilities and other current financial liabilities: Fair value approximate their carrying amounts largely due 
to short-term maturities of these instruments.

  - The Company’s non current lease liabilities and non current financial assets are measured at amortised cost, which 
approximates the fair value as on the reporting date.  

  -Management uses its best judgement in estimating the fair value of its financial instruments. However, there are inherent 
limitations in any estimation technique. Therefore, for substantially all financial instruments, the fair value estimates 
presented above are not necessarily indicative of all the amounts that the Company could have realised or paid in sale 
transactions as of respective dates. As such, the fair value of the financial instruments subsequent to the respective 
reporting dates may be different from the amounts reported at each year end.

  - There are no transfers between Level 1, Level 2 and Level 3 during the year ended March 31, 2020 and March 31, 2019
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 Financial risk management objectives and Policies

41.3 Financial risk management objectives
  The Company’s Corporate Treasury function monitors and manages the financial risks relating to the operations of the 

Company. These risks include market risk (including currency risk, interest rate risk and other price risk), credit risk and 
liquidity risk.

  The Company seeks to minimise the effects of these risks by using derivative financial instruments, diversification of 
investments, credit limit to exposures, etc., to hedge risk exposures. The use of financial instruments is governed by the 
Company’s policies on foreign exchange risk and the investment. The Company does not enter into or trade financial 
instruments, including derivative financial instruments, for speculative purposes.

 Market risk
  Market risk is the risk of any loss in future earnings, in realisable fair values or in future cash flows that may result from a 

change in the price of a financial instrument. The Company’s activities expose it primarily to the financial risks of changes 
in foreign currency exchange rates and interest rates risk/ liquidity which impact returns on investments. The Company 
enters into derivative financial instruments to manage its exposure to foreign currency risk including export receivables 
and import payables. Future specific market movements cannot be normally predicted with reasonable accuracy.

 Foreign currency risk management
  The Company undertakes transactions denominated in foreign currencies; consequently, exposures to exchange rate 

fluctuations arise. Exchange rate exposures are managed within approved policy parameters utilising forward foreign 
exchange contracts.

  The carrying amounts of the Company’s foreign currency denominated monetary assets and monetary liabilities at the 
end of the reporting period are as follows.

(` in crore)
Foreign currency exposure as at March 31, 2020 USD EURO JPY SGD

Trade Receivable 1.61  -  -  -
Trade Payables 0.79 0.13 0.00 0.01
Capital Creditors 0.18 0.04 26.72  -
Forward cover – Bought 1.01  -  -  -

Foreign currency exposure as at March 31, 2019 USD EURO JPY SGD

Trade Receivable 2.09 -  -  -
Trade Payables 2.18 -  -  -
Forward cover – Bought 0.93 -  -  -

 Foreign currency sensitivity
  The following table details the Company’s sensitivity to a 5% increase and decrease in the ` against the relevant foreign 

currencies. (+)(-)5% is the sensitivity rate used when reporting foreign currency risk internally to key management 
personnel and represents management’s assessment of the reasonably possible change in foreign exchange rates. 
The sensitivity analysis includes only outstanding foreign currency denominated monetary items and adjusts their 
translation at the period end for a 5% change in foreign currency rates. A positive number below indicates an increase 
in profit or equity where the ` strengthens (+)(-)5% against the relevant currency. For a 5% weakening of the ` against 
the relevant currency, there would be a comparable impact on the profit or equity, and the balances below would be 
positive or negative.

Currency
2019-20 2018-19

5% increase 5% decrease 5% increase 5% decrease

Receivable – USD  6.07  (6.07)  7.21  (7.21)
Trade Payable
USD  (2.97)  2.97  (7.53)  7.53
JPY  (0.00)  0.00  -  -
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Currency
2019-20 2018-19

5% increase 5% decrease 5% increase 5% decrease

EUR  (0.53)  0.53  -  -
SGD  (0.01)  0.01  -  -
Capital Creditors
USD  (0.67)  0.67  -  -
JPY  (0.94)  0.94  -  -
EUR  (0.15)  0.15  -  -
Forward cover – Bought  3.80  (3.80)  3.21  (3.21)
Impact on profit or loss as at the end of the reporting period  4.60  (4.60)  2.89  (2.89)
Impact on total equity as at the end of the reporting period  3.44  (3.44)  1.88  (1.88)

  In management’s opinion, the sensitivity analysis is unrepresentative of the inherent foreign exchange risk because the 
exposure at the end of the reporting period does not reflect the exposure during the year/ in future years.

 Credit risk management
  Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the 

Company. The Company has adopted a policy of only dealing with creditworthy counterparties as a means of mitigating 
the risk of financial loss from defaults. The Company’s exposure and wherever appropriate, the credit ratings of its 
counterparties are continuously monitored and spread amongst various counterparties. Credit exposure is controlled by 
counterparty limits that are reviewed and approved by the management of the Company.

  Financial instruments that are subject to concentrations of credit risk, principally consist of balance with banks, 
investments in debt instruments/ bonds, mutual funds trade receivables, loans and advances and derivative financial 
instruments. None of the financial instruments of the Company result in material concentrations of credit risks.

 The Company write-off  the receivables in case of certainty of irrecoverability.

  Balances with banks were not past due or impaired as at the year end. In other financial assets that are not past dues and 
not impaired, there were no indication of default in repayment as at the year end.

  The age analysis of trade receivables as of the balance sheet date have been considered from the due date and disclosed in 
the note no. 15 above.

  The Company has used a practical expedient and analysed the recoverable amount of receivables on an individual basis by 
computing the expected loss allowance for financial assets based on historical credit loss experience and adjustments for 
forward looking information.

 Movement in the expected credit loss allowance of financial assets
For the year ended

March 31, 2020
For the year ended

March 31, 2019
Balance at beginning of the year  20.28 28.68
Add: Provided during the year 51.22  -
Less: Reversals of provision 0.25  -
Less: Amounts written back  -  8.40
Balance at the end of the year  71.25  20.28

 Other price risks including interest rate risk
  The Company has deployed its surplus funds into various financial instruments including units of mutual funds, 

bonds/ debentures, etc. The Company is exposed to NAV (net asset value) price risks arising from investments in 
these funds. The value of these investments is impacted by movements in interest rates , liquidity and credit quality of 
underlying securities.

 NAV price sensitivity analysis
  The sensitivity analyses below have been determined based on the exposure to NAV price risks at the end of the reporting 

period. If NAV prices had been 1% higher/lower:
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 •  profit for the year ended March 31, 2020 would increase/decrease by ` 59.03 crore (for the year ended March 31, 
2019 ` 39.92 crore).

 Interest rate risk 
  The Company has lease liabilities which have been accounted with incremental borrowing rate and are therefore not 

subject to interest rate risk as defined in Ind AS 107, since neither the carrying amount nor the future cash flows will 
fluctuate because of a change in market interest rates.

 Liquidity risk
  Liquidity risk represents the inability of the Company to meet its financial obligations within stipulated time. To mitigate 

this risk, the Company maintains sufficient liquidity by way of readily convertible instruments and working capital 
limits from banks.

 Maturity profile of financial liabilities:
  The  table below provides details regarding the remaining contractual maturities of financial liabilities at the 

reporting date on undiscounted basis.

Particulars
As at March 31, 2020

Less than  
1 year

1 year to  
5 year

 More than  
5 year Total

Current
(i) Trade payables  3,030.51  -  -  3,030.51
(ii) Other financial liabilities  252.44  -  -  252.44
(iii) Lease liabilities  39.22 89.33 97.61  226.16

Particulars
As at March 31, 2019

Less than  
1 year

1 year to  
5 year

 More than 
5 year Total

(i) Trade payables  3,355.28  -  -  3,355.28
(ii) Other financial liabilities  220.87  -  -  220.87

  The surplus funds with the Company and operational cash flows will be sufficient to dispose the financial liabilities with 
in the maturity period.

42. EXPENDITURE ON CORPORATE SOCIAL RESPONSIBILITY (CSR)
Particulars For the year ended

March 31, 2020
For the year ended

March 31, 2019
(a) Gross amount required to be spent 96.55 93.72
(b)  Amount spent for the purposes other than Construction/acquisition of assets in the Company 130.61 101.95

43.   The Company’s borrowing facilities, comprising fund based and non-fund based limits from various bankers, are secured 
by way of hypothecation of inventories, receivables, movable assets and other current assets.
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44.  The Company had deposited and created provision for “National Calamity Contingent Duty” (‘NCCD’) including applicable 
cess in its Haridwar plant during prior years, while contesting the same on the ground that NCCD is in nature of excise duty 
and should be covered by Area based exemption. Pursuant to favourable order from Hon’ble Supreme Court , the provision 
has been reversed as exceptional item during the current year ended March 31, 2020.

45.  The disclosures regarding details of specified bank notes held and transacted during November 8, 2016 to December 30, 
2016 has not been made in these financial statements since the requirement does not pertain to financial year ended 
March 31, 2020.

46.  During the current year ended March 31, 2020, the Company had introduced a voluntary retirement scheme (VRS) and 
the Company had considered an expense of ` 60.l l crore for employees who have accepted to be part of VRS as exceptional 
item in the standalone financial statements.
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