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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ELECTROSTEEL CASTINGS GULF FZE
Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of ELECTROSTEEL CASTINGS GULF FZE (the
“Establishment”), which comprise the statement of financial position as at 31 March 2018, and the
statement of profit or loss and other comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Establishment as at 31 March 2018, and of its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the
Establishment in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants (IESBA Code) together with the ethical requirements that
are relevant to our audit of the financial statements in the UAE, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation of financial statements that give a true and fair
view in accordance with IFRSs, and for their compliance with the applicable provisions of the
Jebel Ali Free Zone Companies Implementing Regulations 2016 issued by Jebel Ali Free Zone
Authority pursuant to Law No. 9 of 1992, and for such internal control as management determines
is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Establishment'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 management either intends to liquidate the
Establishment or to cease operations, or has no realistic alternative but to do so. Those charged
with governance are responsible for overseeing the Establishment's financial reporting process.

continued
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INDEPENDENT AUDITOR'’S REPORT
(continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the 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 ISAs 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 financial statements.

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

» lIdentify and assess the risks of material misstatement of the 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, but not for the purpose of expressing
an opinion on the effectiveness of the Establishment’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

= Conclude on the appropriateness of management's 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 Establishment’'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 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 Establishment to cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the 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.

continued. ..
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INDEPENDENT AUDITOR’S REPORT
(continued)

Report on Other Legal and Regulatory Requirements

We further confirm that the financial statements comply with Jebel Ali Free Zone Companies
Implementing Regulations 2016 issued by Jebel Ali Free Zone authority pursuant to Law No. 9 of
1992. Also, in our opinion, proper books of account and other records have been maintained in
accordance with the said regulation.

(Rf

Dubai
United Arab Emirates
29 April 2018
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ELECTROSTEEL CASTINGS GULF FZE

STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2018

Note 2018 2017
AED AED
ASSETS
Non-current assets
Property, plant and equipment 6 4,053 3,980
Non-current financial assets 7 104,340 104,340
108,393 108,320
Current assets
Inventories 8 1,256,330 541,137
Short-term loans to related parties 9 4,236,169 4,236,169
Trade and other receivables 10 9,434,004 2,841 546
Cash and cash equivalents 12 331,090 3,959,924
15,257,593 11,678,776
Total assets 15,365,986 11,687,096
EQUITY AND LIABILITIES
Shareholders’ funds
Share capital 13 1,000,000 1,000,000
Retained earnings 6,872,423 6,743,436
7,872,423 7,743,436
Non-current liabilities
Provision for staff end-of-service benefits 14 22,517 -
22,517 -
Current liabilities
Trade and other payables 15 7,471,046 3,943,660
Total liabilities 7,493,563 3,943,660
Total equity and liabilities 15,365,986 11,687,096

The accompanying notes form an integral part of these financial statements

The report of the independent auditor is set forth on pages 1 to 3.

I confirm that | am responsible for these financial statements, including selecting the accounting
policies and making the judgments underlying them. | confirm that | have made available all

relevant accounting records and information for their compilation.
Authorised for issue by the shareholder on 22 April 2018.

For ELECTROSTEEL CASTINGS GULF FZE

w@} '

MANAGER
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ELECTROSTEEL CASTINGS GULF FZE

STATEMENT OF PROFIT OR LOS88 AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2018

Note 2018 2017
AED AED
Revenue 18,070,081 29,521,167
Purchases of inventories (15,642,9585) (21,355,036)
Changes in inventories (333,081) (2,838,112)
Gross profit 2,004,045 5,328,019
Other operating income 17 197,291 553,788
Staff costs 18 (621,517) (600,760)
Depreciation (1,250) (2,020)
Other operating expenses 19 {1,768,032) (3,591,189)
Interest income 20 128,450 145,237
PROFIT FOR THE YEAR 128,987 1,833,075
Other comprehensive income:
Other comprehensive income for the year -- -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 128,987 1,833,075

The accompanying notes form an integral part of these financial statements.
The report of the independent auditor is set forth on pages 1 to 3.

Page 5 of 19



ELECTROSTEEL CASTINGS GULF FZE

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2018

Share Retained Total
capital earnings
AED AED AED
Balance at 1 April 2016 1,000,000 4,910,361 5,910,361
Total comprehensive income for the year - 1,833,075 1,833,075
Balance at 31 March 2017 1,000,000 6,743,436 7,743,436
Total comprehensive income for the year - 128,987 128,887
Balance at 31 March 2018 1,000,000 6,872,423 7,872,423

The accompanying notes form an integral part of these financial statements.
The report of the independent auditor is set forth on pages 1 to 3.
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ELECTROSTEEL CASTINGS GULF FZE

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2018

Cash flows from operating activities
Profit for the year
Adjustments for;
Depreciation of property, plant and equipment
Interest income
Credit balances written back
Provision for end-of-service benefits

(Increase)/decrease in inventories

(Increase)/decrease in trade and other receivables

Increase/(decrease) in trade and other payables
Net cash (used in)/from operating activities

Cash flows from financing activities

Payment for property, plant and equipment
increase in short term loan to a related party
Interest received

Net cash from/(used in) financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year (note 12)

2018 2017

AED AED
128,987 1,833,075
1,250 2,020
(128,450) (145,237)
- (66,900)

22,517 -
24,304 1,622,958
(715,193) 7,094,615
(6,559,025) 14,197 424
3,527,386 (22,388,175)
(3,722,528) 526,822
(1,323) (5,000)
E (2,589,779)

95,017 113,565
93,694 (2,481,214)
(3,628,834) (1,954,392)
3,959,924 5,914,316
331,090 3,059,024

The accompanying notes form an integral part of these financial statements.

The report of the independent auditor is set forth on pages 1 to 3.
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

c)

a)

b)

c)

d)

LEGAL STATUS AND BUSINESS ACTIVITY

ELECTROSTEEL CASTINGS GULF FZE (the "Establishment") is a free zone establishment
with limited liability registered in the Jebel Ali Free Zone, United Arab Emirates, pursuant to
Law No. 9 of 1992 of late H.H. Shaikh Maktoum Bin Rashid Al Maktoum, the former Ruler of
Dubai, and Impiementing Regulation No. 1/99 issued thereunder by the Jebel Ali Free Zone
Authority (repealed by Jebel Ali Free Zone Companies Implementing Regulations 2016). The
registered address is office no. LB09021, LOB 9, Jebel Ali Free Zone, Dubai, UAE. The
Establishment was registered on 2 August 2012 and commenced operations since then.

The Establishment trades in basic steel products, non-ferrous metal products, bolts, nuts,
screws and building metal products, pipes and fittings, reinforcement steel bars and building
and construction materials.

The Establishment is a wholly owned subsidiary of Electrosteel Castings Limited, ("the parent
company"), a company incorporated in India, which is considered by the directors to be the
ultimate parent company.

BASIS OF PREPARATION

Statement of compliance

The financial statements are prepared in accordance with International Financial Reporting
Standards issued or adopted by the International Accounting Standards Board (IASB) and
which are effective for accounting periods beginning 1 January 2017, and the requirements of
Jebel Ali Free Zone Companies Implementing Regulations 2016.

Basis of measurement
The financial statements are prepared using historical cost.

Historical cost is based on the fair value of the consideration given to acquire the asset or
cash or cash equivalents expected to be paid to satisfy the liability.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.

Going concern
The financial statements are prepared on a going concern basis.

When preparing financial statements, management makes an assessment of the
Establishment’s ability to continue as a going concern. Financial statements are prepared on
a going concern basis unless management either intends to liquidate the Establishment or to
cease trading, or has no realistic alternative but to do so.

Adoption of new International Financial Reporting Standards

Standards and interpretations effective for the current year

The International Financial Reporting Standards, amendments thereto and interpretations that
became effective for the current reporting period and which are applicable to the
Establishment are as follows:
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

e)

» Amendments to IAS 7 Disclosure Initiative (1 January 2017)
The amendments require the disclosure that enable the users to evaluate the changes in
liabilities arising from financing activities, including changes arising from cash flow and non
cash changes.

New and revised IFRSs in issue but not yet effective

The following International Financial Reporting Standards, amendments thereto and
interpretations that are assessed by management as likely to have an impact on the financial
statements, have been issued by the IASB prior to the date the financial statements were
authorised for issue, but have not been applied in these financial statements as their effective
dates of adoption are for future accounting periods.

¢ [|FRS 9: Financial instruments (1 January 2018)

IFRS 9 requires financial assets to be classified into two measurement categories: those
measured at fair value and those measured at amortised cost. The determination is made
at initial recognition. For financial liabilities, the standard retains most of the IAS 39
requirements. The main change is that, in cases where the fair value option is taken for
financial liabilities, the part of a fair value change due to an entity’s own credit risk is
recorded in other comprehensive income rather than the profit or loss, unless this creates
an accounting mismatch.

¢ |FRS 15: Revenue from Contracts with Customers (1 January 2018)

The International Accounting Standard Board (IASB) has published its new revenue
Standard, IFRS 15 'Revenue from Contracts with Customers'. IFRS 15 specifies how and
when an IFRS reporter will recognise revenue as well as requiring such entities to provide
users of financial statements with more informative, relevant disclosures. The standard
supersedes |AS 18 'Revenue’, IAS 11 'Construction Contracts' and a number of revenue-
related interpretations. Application of the standard is mandatory for all IFRS reporters and it
applies to nearly all contracts with customers: the main exceptions are leases, financial
instruments and insurance contracts.

¢ |FRS 16: Leases (1 January 2019)
IFRS 16 introduces a number of significant changes to lease accounting model. It
eliminates the classification of leases as either operating lease or finance lease for a lessee
and instead all the leases are treated similar to a finance lease. The standard however,
does not require an entity to recognise assets and liabilities for a) Short- term leases (for a
period of twelve months or less) and b) Leases of low value assets.

Functional and presentation currency
The financial statements are presented in UAE Dirhams (*AED”), which is also the
Establishment’s functional currency.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted, and which have been consistently applied, are as
follows:
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

a)

b)

c)

d)

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. The cost less estimated residual value of furniture, fixtures and office
equipment, where material, is depreciated from the date the asset is available for use until it is
derecognised, using the straight-line method over the estimated useful lives of four years.

Subsequent costs are included in the asset's carrying amount or recognised as a separate
asset as appropriate only when it is probable that future economic benefits associated with
the expenditure will flow to the Establishment and such cost can be measured reliably. Such
cost includes the cost of replacing part of the property, plant and equipment. When significant
parts of property, plant and equipment are required to be replaced at intervals, the
Establishment recognises such parts as individual assets with specific useful lives and
depreciates them accordingly. The carrying amount of replaced parts is derecognised.

All other repairs and maintenance costs are charged to profit or loss during the financial
period in which they are incurred.

An assessment of depreciation method, useful lives and residual values is undertaken at each
reporting date and, where material, if there is a change in estimate, an appropriate adjustment
is made to the depreciation charge.

Gains and losses on disposals are determined by comparing proceeds with the carrying
amount. These are recognised within ‘other operating income/expenses’ in profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is arrived at using
the Weighted Average Cost (WAC) method and comprises invoice value plus applicable
landing charges less discounts. Net realisable value is based on estimated selling price less
any estimated cost of completion and disposal.

Goods in transit represents the inventory over which Establishment has legal title based on
terms of purchase, but which are physically not received at the Establishment's warehouse.

Staff end-of-service benefits
Provision is made for end-of-service benefits payable to non-UAE national employees at the
reporting date in accordance with the local labour laws.

Revenue

Revenue is recognised to the extent that it is probable that economic benefits will flow to the
Establishment and revenue can be measured reliably. Revenue is measured at the fair value
of the consideration received or receivable, excluding discounts, rebates, returns and other
similar allowances.

Sale of goods

Revenue is recognised when persuasive evidence exists, usually in the form of an executed
sales agreement, that significant risks and rewards of ownership have been transferred to the
buyer.
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

e)

f)

h)

The sales also include high sea sales, i.e. the supplier ships goods directly to the customers.
Revenue is recognised when significant risks and rewards relating to the ownership of goods
concerned are transferred to the customer and is based on amount invoiced to customers for
high sea sales made during the year.

Commission income
Commission income represents commission earned on service provided to customers.

Leases

Leases under which substantially all the risks and rewards of ownership of the related asset
remain with the lessor are classified as operating leases and the lease payments are charged
to profit or loss on a straight-line basis over the period of the lease.

Foreign currency transactions
Transactions in foreign currencies are translated into UAE Dirhams at the rate of exchange
ruling on the date of the transactions.

Monetary assets and liabilities expressed in foreign currencies are translated into UAE
Dirhams at the rate of exchange ruling at the reporting date.

Gains or losses resulting from foreign currency transactions are taken to profit or loss.

Provisions

A provision is recognised when the Establishment has a present obligation (legal or constructive)
as a result of a past event, it is probable that an outflow of economic benefits 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 reporting date taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the cash flow estimated to settle
the present obligation, its carrying amount is the present value of those cash flows.

Value added tax

As per the Federal Decree-Law No. (08) of 2017, effective from January 1, 2018, Value
Added Tax (VAT), will be charged at 5% standard rate or 0% (as the case may be) on every
taxable supply and deemed supply made by the taxable person. The Company is required to
file its VAT returns and compute the payable tax (which is output tax less input tax) for the
allotted tax period/s and deposit the same within the prescribed due dates of filing VAT return
and tax payment

Financial instruments

Financial assets and financial liabilities are recognised when, and only when, the
Establishment becomes a party to the contractual provisions of the instrument.
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Financial assets are de-recognised when, and only when, the contractual rights to receive
cash flows expire or when substantially all the risks and rewards of ownership have been
transferred.

Financial liabilities are de-recognised when, and only when, they are extinguished, cancelled
or expired.

Financial assets

Loans and receivables

Non-current receivables

Non-current financial assets for which there is no active market, which comprise non-current
loans receivable are classified as loans and receivables and stated at amortised cost using
the effective interest method.

Trade and other receivables

Trade and other receivables are classified as loans and receivables and stated at cost, as the
interest that would be recognised from discounting future cash receipts over the short credit
period is not considered to be material. These are reduced by appropriate allowances for
estimated irrecoverable amounts.

Related party receivables

Loan to shareholder and related party are classified as loans and receivables and stated at
cost, as the interest that would be recognised from discounting future cash receipts over the
short credit period is not considered to be material. These are reduced by appropriate
allowances for estimated irrecoverable amounts.

Cash and cash equivalents

Cash and cash equivalents comprise cash, bank current accounts, bank deposits free of
encumbrance with a maturity date of three months or less from the date of deposit and highly
liquid investments with a maturity date of three months or less from the date of investment
that are readily convertible to known amount of cash and which are subject to an insignificant
risk of changes in value.

Financial liabilities

At amortised cost

Trade and other payables

Trade and other payables are stated at cost, as the interest that would be recognised from
discounting future cash payments over the short credit period is not considered to be material.

Equity
Equity instruments issued by the Establishment are recorded at the value of proceeds
received towards interest in share capital of the Establishment.

Impairment of financial assets
All financial assets are assessed for indicators of impairment at each reporting date.
Impairment losses and reversals thereof are recognised in profit or loss.
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Offsetting

Financial assets and liabilities are offset and the net amount reported in the statement of
financial position when there is a legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis, or realise the asset and settle the liability
simultaneously.

Fair value measurement
The Establishment discloses the fair value of financial instruments measured at amortised
cost.

The fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

« In the principal market for the asset or liability or
« In the absence of a principal market, in the most advantageous market for the asset or
liability.

The fair value of an asset or a liability is measured using assumptions that the market
participant's would use when pricing the asset or liability, assuming that the market
participants act in their best economic interests.

The fair value measurement of a non financial asset takes into account a market participants
ability to generate economic benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in its highest and best use.

SIGNIFICANT JUDGMENTS EMPLOYED IN APPLYING ACCOUNTING POLICIES
The significant judgments made in applying accounting policies that have the most significant
effect on the amounts recognised in the financial statements are as follows:

Impairment

At each reporting date, management conducts an assessment of property, plant, equipment
and all financial assets to determine whether there are any indications that they may be
impaired. In the absence of such indications, no further action is taken. If such indications do
exist, an analysis of each asset is undertaken to determine its net recoverable amount and, if
this is below its carrying amount, a provision is made. In the case of loans and receivables, if
an amount is deemed irrecoverable, it is written off to profit or loss or, if previously a provision
was made, it is written off against the provision. Reversals of provisions against loans and
receivables are made to the extent of the related amounts being recovered.

KEY SOURCES OF ESTIMATION UNCERTAINTY

Key assumptions made concerning the future and other key sources of estimation uncertainty
at the reporting date that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are as follows:
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Carrying values of property, plant and equipment

Residual values are assumed to be zero unless a reliable estimate of the current value can be
obtained for similar assets of ages and conditions that are reasonably expected to exist at the
end of the assets’ estimated useful lives.

Impairment of loans and receivables

Management regularly undertakes a review of the amounts of loans and receivables owed to
the Establishment either from third parties (note 7 and note 10) or from related parties (see
note 9) and assesses the likelihood of non-recovery. Such assessment is based upon the age
of the debts, historic recovery rates and assessed creditworthiness of the debtor. Based on
the assessment assumptions are made as to the level of provisioning required.

Impairment

Assessments of net recoverable amounts of property, plant, equipment and all financial assets
other than loans and receivables (see above) are based on assumptions regarding future
cash flows expected to be received from the related assets.

6. PROPERTY, PLANT AND EQUIPMENT
Furniture,
fixtures and
office equipment

AED
Cost
At 1 April 2016 4,000
Additions 5,000
At 31 March 2017 9,000
Additions 1,323
At 31 March 2018 10,323
Accumulated depreciation
At 1 April 2016 3,000
Depreciation 2,020
At 31 March 2017 5,020
Depreciation 1,250
At 31 March 2018 6,270
Carrying amount
At 1 April 2016 1,000
At 31 March 2017 3,980
At 31 March 2018 4,053
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2018 2017
AED AED

7. NON-CURRENT FINANCIAL ASSETS
Long-term loan 104,340 104,340

This represents interest free long-term loan to a third party without any fixed repayment
schedule. It is not the intention of the management to demand repayment of the loan within
one year from the reporting date.

8. INVENTORIES
Goods held for sale 5,116 338,197
Goods in transit 1,251,214 202,940
1,256,330 541,137
9. SHORT-TERM LOANS TO RELATED PARTIES
Loan to a shareholder @ 566,169 566,169
Loan to a related party ® 3,670,000 3,670,000
4,236,169 4,236,169

(a) The loan to a shareholder is interest free and with no fixed repayment schedule.

(b) Loan to a related party is at a fixed interest rate of 3.5% per annum and is repayable within
one year.

10. TRADE AND OTHER RECEIVABLES

Trade receivables 9,051,636 2,095,572
Prepayments 84,571 199,507
Deposits 28,848 28,933
Other receivables 268,949 517,534

9,434,004 2,841,546

At the reporting date, there are no trade receivables considered to be impaired due to non-
recovery or perceived difficulty in recovery.

Trade receivables not past due and not impaired 9,051,636 2,095,572

The Establishment holds letters of credit amounting to AED 9,051,636 (previous year
AED 2,092,876) as security against not past due and not impaired receivables.

11. RELATED PARTIES
The Establishment enters into transactions with entities that fall within the definition of a
related party as contained in International Accounting Standard 24. The management
considers such transactions to be in the normal course of business at agreed terms.

Related parties comprise the ultimate parent company and companies under common
ownership.
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

At the reporting date significant balances with related parties were as follows:

Ultimate
parent
company
AED
197,291
462,470
6,678,585
3,691,477
566,169
566,169

Trade and other receivables
Trade and other payables

Short term loans to related party

Companies Total Total
under common 2018 2017
ownership

AED AED AED

65,106 262,397
31,673 494,143

- 6,678,585
- 3,691,477

3,670,000 4,236,169
3,670,000 4,236,169

All balances are unsecured and are expected to be settled in cash. Repayment and other

terms are set out in notes 9 and 21.

Significant transactions with related parties during the year were as follows:

Ultimate
parent
company
AED

197,291
462,470
Interest income --

Commission income

10,577,000
18,697,755

Purchases (including goods in transit)

Companies Total Total
under common 2018 2017
ownership

AED AED AED

- 197,291
- 462,470

128,450 128,450
145,237 145,237

1,736,556 12,313,556
825,834 19,623,589

The Establishment also provides funds to related parties as short term financial need at fixed

rate of interest of 3.5% per annum.

2018 2017
AED AED
12. CASH AND CASH EQUIVALENTS
Bank balance in current account 331,090 3,959,924
13. SHARE CAPITAL
Issued and paid up:
1 share of AED 1,000,000 held by Electrosteel
Castings Limited, a company registered in India. 1,000,000 1,000,000
14. PROVISION FOR STAFF END-OF-SERVICE BENEFITS
Provision for the year 22,517 -
Closing balance 22,517 -
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NOTES TO THE FINANCIAL STATEMENTS
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15.

16.

17.

18.

19

2018 2017
AED AED

TRADE AND OTHER PAYABLES
Trade payables 7,278,071 3,846,692
Accruals 129,836 21,899
Advance received from customers - 4,380
Other payables 63,139 70,689
7,471,046 3,943,660

The entire trade and other payables are due for settlement in one year.

MANAGEMENT OF CAPITAL

The Establishment’s objectives when managing capital are to ensure that the Establishment
continues as a going concern and to provide the shareholder with a rate of return on their
investment commensurate with the level of risk assumed.

Capital, which is unchanged from the previous year, comprises equity funds as presented in
the statement of financial position together with short-term loans to related parties. Debt
comprises total amounts owing to third parties, net of cash and cash equivalents.

The Establishment is subject to externally imposed capital requirements as per the provision
of the Jebel Ali Free Zone Companies Implementing Regulations 2016. The Establishment
has complied with all capital requirements to which it is subject.

Funds generated from internal accruals together net of funds provided to related parties are
retained in the business according to the business requirements and maintain capital at
desired levels.

OTHER OPERATING INCOME

Commission income 197,291 462,470

Credit balances written back - 66,900

Other miscellaneous income - 24,418
197,291 553,788

STAFF COSTS

Staff salaries and benefits 499,000 600,760

Staff end-of-service benefits 22,517 -
521,517 600,760

OTHER OPERATING EXPENSES

Operating lease expenses 59,641 105,307
Carriage outward 757,880 1,725,761
Commission expenses 47,257 604,354
Business travel expenses 120,110 147,416
Other expenses 783,144 1,008,351

1,768,032 3,691,189
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2018 2017
AED AED

20. INTEREST INCOME
Interest on loan to a related party 128,450 145,237

21.  FINANCIAL INSTRUMENTS
The net carrying amounts as at the reporting date of financial assets and financial liabilities
are as follows:

Loans and receivables At amortised cost
2018 2017 2018 2017
AED AED AED AED
Non-current financial assets 104,340 104,340 - -
Trade and other receivables 9,349,433 2,642,039 -- -
Cash and cash equivalents 331,090 3,959,924 - -
Short term loans to related parties 4,236,169 4,236,169 - -
Trade and other payables -- - 7,432,546 3,939,280

14,021,032 10,942,472 7,432,546 3,939,280

Management of risks
The management conducts and operates the business in a prudent manner, taking into
account the significant risks to which the business is or could be exposed.

The primary risks to which the business is exposed, which are unchanged from the previous
year, comprise credit risks, liquidity risks and market risks (including currency risks, cash flow
interest rate risks and fair value interest rate risks).

Credit risk is managed by assessing the creditworthiness of potential customers and the
potential for exposure to the market in which they operate, combined with regular monitoring
and follow-up. As part of the Establishment's credit risk management, where it is considered
necessary, such receivables are covered by letters of credit or bank guarantees in favour of
the Establishment, issued by high credit quality financial institutions.

Management continuously monitors its cash flows to determine its cash requirements in order
to manage exposure to liquidity risk.

The Establishment buys and sells goods and services in foreign currencies. Exposure is
minimised where possible by denominating such transactions in US Dollars to which the UAE
Dirham is pegged.

Exposures to the aforementioned risks are detailed below:
Credit risk
Financial assets that potentially expose the Establishment to concentrations of credit risk

comprise principally non-current loans receivable, bank accounts, trade and other receivables,
short term loans to related parties.
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The Establishment's bank accounts are placed with high credit quality financial institutions.

Non-current financial assets, trade and other receivables and loan to related parties are stated
net of the allowance for doubtful recoveries. At the reporting date, the Establishment's
maximum exposure to credit risk from such receivables situated outside the UAE is as follows:

2018 2017
AED AED
GCC countries
Non-current financial assets 104,340 104,340
Trade receivables 7,037,559 1,998,901
Asian countries
Short term loan to a shareholder 566,169 566,169
Other receivables 197,291 462,470
US.A
Short term loan to a related party 3,670,000 3,670,000
Other receivables 65,106 31,673

At the reporting date, 82% of trade receivables were due from three customers (previous year
77% from two customer).

At the reporting date, there was no significant concentration of credit risk from customers
outside the industry in which the Establishment operates.

Currency risk
There are no significant currency risks as substantially all financial assets and financial
liabilities are denominated in UAE Dirhams or US Dollars to which the Dirham is fixed.

Interest rate risk
At the reporting date, the Establishment was not exposed to any significant interest rate risk.

Fair values

The fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. The fair values
of the Establishment's financial assets and financial liabilities which are required to be stated
at cost or at amortised cost approximate to their carrying values, except for long term loan to a
third party, which due to its terms, has fair value lower than its carrying value.

For ELECTROSTEEL CASTINGS GULF FZE
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