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INDEPENDENT AUDNTOR'S REPORT
To the Shareholder of ELECTROSTEEL CASTINGS GLILF FZE
Repecrt on the Audit of the Financlal Statements

Opinion

We have audited the financial statements of ELECTROSTEEL CASTINGS GULF FZE (the
"Estabdishment™), which comprise the staterment of financial position as at 31 March 2019, 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 t© the financial statements, intluding a
summary of significant accounting palicies.

In our opinion, the aceompanying financial statements give a true and fair view of the financial pesition
of the Establishment as at 31 March 2013, and of its financial performance and its cash fows for the
year then ended in accordance with Intermational Financial Reporting Standards (IFR5Ss).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing {ISAs). Cur
responsibiliies under those standards are further descrbed in the Auditors Responsibifitiss far the
Audi of the Financial Staternents section of our repart. We are independent of the Establishrment in
accordance with the International Ethics Standards Board for Accountants' Code of Ethics far
Professicnal Accountants ((ESBA Code) together with the ethical requirernents that are relevant to
our audit of the financial statements in the UAE and we have fulfiled our other ethical
respansibilities in accordance with these requirements and the IESBA Code. We belisve that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matiers

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

Key audit matters How our audit addressed the key audit matter

Trade Recelvables

Significant  management judgement is We have performed a combination of test of
involved in addressing the concentration controls, analytical review procedures and
and related credit risk associated with trade  specific substantive audit procedures to  test
receivables balances and income arising  trade receivables balances, related transactions
from these balances. As such. we consider and to identify inconsistencies and unusual
this to be a key audit matter. movements, if any.

cortinied
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INDEPENDENT AUDITOR'S REPQIRT
{continued)

Key audit matters

Revenue Recognition

Tha Establishment focuses on revenue as
a key performance measure and as a
driver for growth. Due to materiality of the
amaunts mvolved and susceptibility of
such revenues to overstatement and
fraud risks, we @ssessed revenue
recognition &s a key audit matter,

Related party balances and transactions
Signfreant  management  judgement i
involved in determining the disclosures
raguired by IFRS 7 and IAS 24 to address
the concentration and related risks and
related party disclosures arising from this
balance and the income arising from it. As
such, we consider this to be a key audit
matter.

How our audit addressed tha key audit matter

Y have:

Cansidered the appropriateness and tested
the consistency of the Establishment's
revenue recognition accounting policies;
Assessed the compliance of such policies
with the applicable International Financial
Reporting Standards. (IFRSs):

Evaluated the control envirenment and
lested internal contral over the complatenass
and aceurrence of such transactions;
Obtsined a representative sample  of
transactions and tested their proper
recarding and recoghition;

Selected a sample of transactions before and
after 31 March 2019 cut-off date to check
proper recogniticn in the correct period; and
Performed substantive analytical procedures
and data analytics on monthly gross margins
and revenues to idantify inconsistencies
andfor unusual movernents during tha year.

We have:

Performed a combination of test of controls,
analytical review procedures and specific
substantive audit procedures to test related
party balances and transactions and o
identify  inconsistencies  and
movernents, if any; and

Reviewed the agreements entered into with
the related parties and also re-performed the
calculation of consultancy and interest
income on & sample basis o detemine

uriusual

whether it has been recognized in
accordance  with  International  Financial
Reporting Standards.

continued
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INGEFEMDENT AUDITOR'S REPORT
{continuad)

Rasponsibilittes of Managememt and Those Charged with Governance for ihe Financisl
Staternents

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, and for such intermal control as
management determines is necessary to enable the preparation of financial statements that are
free from material rmisstatement, whether dug to fraud or error

In preparing the financial statements, management is responsible for assessing the Establishment's
ability to continue as a going concem, disclosing, as applicable, matters reiated to going concem
and using the going concern basis of accounting unless management either intends to iquidate the
Establishment or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Establishments financial
reporting process.

Auditor's Responsibiiltios Ffor the Audif of the Financial Statements

Our ohiectives are to obtain reasonable assurance about whether the financial statements as a
whole are freg from matetial misstatement, whether due to fraud or error, and (o 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 1SAs will slways detect a material
misstaternent when it exists. Misstatements can arise from fraud or error and are considered
material if. individually or in the aggregate, they couid reasonably be expected to influence the
ecanomic 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:

* Identfy and assess the risks of material migstatement of the financiai statements, whether
due to fraud or error, design and perform audit procedures responsive to those rigks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstaternent resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the overmide of intemal 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

@n opinion an the effectiveness of the Establishment's internal control.

* FEvaluate the appropriagteness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

confinued. .
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INDEPENDENT AUDITOR'S REPORT
{continued)

« 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 oxists
related to events or conditions that may cast significant doubt on the Establishment’s abitity to
continue as a going concern. If we conclude that a materal uncertainty exists, we are
required to draw attention in cur auditor's report to the related disclosures in the financial
staternents or, if such disclosuras are inadequate, to medify our opinion. Cur conclusions are
based on the audit evidence obtained up to the date of cur auditor's report. However, future
events or conditions may cause the Establishment to cease fo continug as a going concern.

» Ewaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and vents in a mannar that give a true and fair view.

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.

Report on Cther Legal and Regulatory Regquirements

We further confirm that the financial statements comply with Jebel Ali Free Zone Companies
Implamenting Regulations 2016, Also, in our opinion, proper books of account and other records
have been maintained in accordance with the said regutation.

a5

PKF

Dubai

United Arab Emirates
20 April 2018
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ELECTROSTEEL CASTINGS GULF FZE

STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2018

ASSETS

Non-current asseis

Property, plant and equipment
MNon-current financial assets

Current assais

Inventories

Trade and other recaivables
Other current assels

Amount due from related parties
Short term loan to a related party
Cash and cash eguivalents

Total assets

EQUITY AMD LIABILITIES
Shareholder’s funds
Share capital

Retained eamings

Non-current [labllitles
Provision for staff end-of-service benefits

Current liabllitles
Trade and other payables
Other current liabilities

Total liabilities
Total equity and liabillties

Note

10
11
12
13

14

16
17

2019 2018
AED AED
2,803 4,053

104,340 104,340
107,143 108,393
1,178,174 1,256,330
2,870,595 9342 881
190,641 91,123
2,252,337 -
1,835,000 4 236 1885
589,236 331,090
8,895,083 15,257 593
9,003,126 15,365,986
1,000,000 1,000,000
7,346,308 6,872,423
8,348,308 TAT2 423
30,567 22,517
20,567 22 517
476,121 7432 546
150,130 38,500
626,251 7,471,046
656,818 7.493.563
9,003,126 15,265,586

The accompanying notes form an integral part of thess financial staterments.
The report of the independent auditor is set forth on pages 1to 4.

I confirm that | am responsible for these financial statements, including selecting the accounting
policies and making the judgments underdying them. | confirm that | have made available all
relevant accounting recerds and information for their compilation.

Approved and authorised for issue by the shareholder on 14 April 2018 and signed an their behalf

by Mr. Shivendra Agarwal

For ELECTROSTEEL CASTINGS GULF FZE

ol
él &
MANAGER
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ELECTROSTEEL CASTINGS GULF FZE

STAYEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2019

MNote 2019 2018
AED AED
Revenus from contracts with customers 18 7,785 488 18,070,081
Purchases of inventories (6,439,581) (15,642,955)
Changes In Inventonies 2,599 (333,081)
Gross profit 1,328 508 2,094,045
Other operating incorne 20 1,889 418 197,291
Staff costs 21 (645,411) (642,792)
Depraciation 6 {1,250 (1,250)
Other aperating expensas 22 {1,939,544) (1,646,757)
Interast income 23 62,1588 128,450
PROFIT FOR THE YEAR 473,885 128,987
Cther comprehensive lncome:
Other comprehensive income for the yaar - --
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 4T3, BB6 128,987

The accompanying notes form an integrat part of these financial statements.,
The report of the independent auditor is set forth on pages 1t¢: 4.
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ELECTROSTEEL CASTINGS GULF FZE

STATEMENT OF CHANGES IN EQUNTY
FOR THE YEAR ENDED 31 MARCH 2019

Share Ratalned Total
capiat samings
AED AED AED
Balance at 1 April 2017 1,000,000 6,743,436 7,743,436
Total comprehensive income for the year - 128,987 128,987
Balance at 31 March 2018 1,000,000 6,872,423 7,872,423
Total comprehensive income for the year 473,885 473,885
Balance at 31 March 2019 1,000,000 7,346,308 8,348,308

The accompanying notes form an integrai part of thess financial statemants.

The repert of the independent auditor is set forth on pages 1 to 4.
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ELECTROSTEEL CASTINGS GULF FZE

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2019

2019 2018
AED AED
Cash flows from operating activities
Profit for the year 473,885 128,087
Adjustments for:
Depreciation of property, plant and eguipment 1,250 1,250
Intarest income (62,16E6) f128,450)
Frovision for end-of-service benefits 8,050 22,817
421,019 24 304
Changes in:
- Inventories 79,156 (715,183)
- Trade and other receivables 6,469 348 (6,667, 409)
- Other current assets {99,518) 108,384
- Trade and other payables {6.956,425) 3,493,266
- Cxher current liabilitiss 111,630 34,120
Met cash fromf{used in) operating activities 24,208 {3,722 528)
Cash flows from financing activities
Payment for property, plant and equipment - {1.323)
Payments to related parties (2,252,337} =
Receipt of shori-term loan to a related party 2,401,169 -
Interest received 65,106 a5 017
Net cash from financing activities 213,938 93,684
Net increasefidecrease) in cash and cash equivalents 238,148 (3.528.834)
Cash and cash equivalents at beginning of year 331,080 3,955,824
Cash and cash equivalents at end of year {note 13) 569,236 331,050

The accompanying notes form an integral part of these inancial statermeants.
The repert of the independsant auditor is set forth on pages 1 to 4.
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

a)

€)

a)

¢

LEGAL STATUS AND BUSINESS ACTIVITY

ELECTROSTEEL CASTINGS GLULF FZE (the "Establishment”) iz a free zone Establishment
with limited liability registered in the Jebet Ali Free Zone, United Arab Emirates, in accordance
with Law No. 2 of 1886 and Implementing Regulation No. 1/99 {repealed by Jebel Ali Free
Zone Companies Implementing Regulations 2015) issued thereunder by the Jebel Ali Fres
Zone Authority. The registered address is office no. LBO9921, LOB &, Jebel Ali Free Zona,
Dubai, UAE. The Establishment was registered on 2 August 2012 and commenced operations
since then.

The Establishmant 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 matenals.

The Establishment is a wholly owned subsidiary of Electrosteel Castings Limited, {"the parant
company”™}, a company incorporated in India, which is considered by the directors to be the
ultimate parent cormnpany.

BASIS OF PREPARATION

Statement of compliance

The financial statements are prepared in accordance with International Financial Reporting
Standards issued or adopted by the Intemational Accounting Standards Board {IASB) and
which are effective for accounting periods beginning 1 January 2018, and the requirements of
Jabel Ali Free Zone companies Implementing Regulation 2016.

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

Historical cost is based an the fair value of the consideration given o 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 o sell an asset or paid to transfer a liability in an
crderly transaction between market participants at the measurement date.

Golng concerm
The financial statements are prepared on a going concern basis.

When gpreparing the financial statements, management makes an assessment of the
Establishment's ability to continue as a going concern. Financial statements are prepared on
8 going concem basis unless management gither intends to liquidate the Establishment or to
cease operations, or has no realistic alternative but to do so.

Page @ of 29



ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 20189

d}

Adoption of new International Financlal Reporting Standards

Standards and interpretations effective for the current perad

The International Financial Reporting Standards, amendments thereto and Interpretations that
became effective for the courrent reporting pericd and which are applicable to the
Establishment are as follows:

. IFRS 9 Financial instruments
. IFRS 15: Revanue from Contracts with Customers

The impact of adoption of these standards and the naw accounting policies are explained
below in more detail:

IFRE 9: Financial instruments

Impact of adoption

IFRS 9 replaces the provisions of IAS 38 that relate to the recognition, classifization and
measuremant of financial assets and financial liabilities, derecognition of financial
instruments, impaiment of financial assets and hedge accounting.

The adoption of IFRS 9 from 1 January 2018 resulted in changes in accounting palicies and
adjustments to the amounts recognised in the financial statements far the year ended 31
December 2017. In accordance with the transitional provisions in IFRS 9, comparative figures
have not been restated.

Changes in accounting policies resulting from the adoption of IFRS 9 have not resulted in any
material impact an opening balances of retained sarmings or equity as of 1 January 2018

Classification and measurement

On the date of initial application of IFRS 9, ie 1 January 2018, the Establishment's
management has assessed which business models apply to the financial assets held by the
Establishment and has classified its financial instruments into the appropriate IFRS 9
categones. Management has concluded that there is no materal reclassification of financial
assets other than disclosed below

Financlal asseis Original classification  New classification
under IAS 39 under IFRS 9
Mon-clrrent inancial assels Loans and receivables Amortised cost
Trade and other receivables Loans and receivables Amartised cost
Short-termn loan o a related party Loans and receivables Amartised cost
Cash and cash equivalents Loans and receivables Amortised cost

The adoption of IFRS 9 has not resulted in any change in classification or measurement of
financial liabilities.

Fage 10 of 29



ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3§ MARCH 2019

(i} Impairmant of financial assets
The Establishment has the following types of financial assets that are subject to IFRS ¢'s new
Expected Credit Loss (ECLY modal:

Man-current financial asset
- Trade and other receivables
- Sher-tern kan to 2 related party
- Due from related parties
- Cash and cash eguivalents

For frade receivables, the Establishment has applied simplified approach permitted by IFRS
9. Further, the simplified approach requires expected lifetime losses to be recognised from
initial recognition of the receivables.

To measure the expected losses, trade receivables have been grouped based on credit risk
characteristics and past dues. The identified impairment loss under the new ECL modsl was
immaterial.

For non-current financial assets, shortHerm loan to a related party, amount due from related
parties and cash and cash equivalents and other receivables, the Establishment has applied
12-month ECL model and the identified impairment loss was immaterial.

IFRS 9 accounting policies

The application of the new standard required the management to apply the new accounting
policies, which are summarised in note 3 (i) to the financial statements under significant
accounting policies.

IFRS 15: Revenue from contracts with customsrs

impact of adoption

IFRS 15 supersedes 1AS 11 Constuction Contracts, 1AS 18 Revenue and related
interpretations and it applies to all revenue arising from contracts with customers, unless
those contracts are in scope of other standards. The new standard established & five-step
model to account for revenue arising from contracts with customers. Under IFRS 15, revenue
is recogrised at an amount that reflects the consideration to which an entity expects to be
entitied in exchange of transferring goods or services to customers.

The standard requires the Establishrment to exercise judgement, taking into consideration all
of the relevant facts and circumstances when applying each step of the model to contracts
with their customers. The standard alse specifies the accounting for the incremental costs of
abtaining contract and the costs directly related to fuffiling a contract.

Page 11 of 29



ELECTROSYEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

&)

The Establishment has adoplted FRS 15 using the cumulative effect method (without
practical expedients), in which the effect of initially applying this standard are recognised at
the date of initial application (i.e. 1 January 2018). Accordingly, the information presented for
2017 has not been restated - i.e. it is presented, as previously reported, under |AS 18, 1AS 11
and related interpretations. Changes in accounting policies resulting from the adoption of
IFRS 15 have not resulted in any material impact on the opening balance of retained
eamings/equity as of 1 January 2018

IFRS 15 accounting policies

The application of the new standard required the management to apply the new accounting
policies, which are summarised in note 3 (d} to the financial statements under significant
accounting policies.

New and revised IFRSs in issue but nof yet affectiva

The foliowing Internatiocnal Financial Reporting Standards, amendments theretc and
interpretations that are assessed by management as likely to have an impact on the financial
statements, have been issued by the |ASB prior to the date the financial statements were
autharised for issue, but have not been applied in these financial statements as their effective
dates of adoption are for future accounting pericds.

« IFRS 16; Leases {1 January 2018)

IFRS 16. published in January 2016 replaces the previous guidance in 1AS 17 Leases,
IFRIC 4 Determining whether an arrangement contains a Lease, SIC-15 Operating Leases
— Initiatives and SIC-27 Evaluating the Substance of Transactions Inveolving the Legal
Formm of a Lease. Under this revised guidance, leases will be brought onio the lessee’s
staternent of financial position, increasing the visibility of their assets and liabilities. |t
further removes the classification of leases as either operating leases or finance leases
treating all leases as finance leases from the perspective of the lessee, thereby eliminating
the requirernent for lease classification test.

The revised guidance has an increased focus on who controls the asset and may change
which contracts are leases.

The above standard is currently being assessed by the management to determine any
material impact on the financial staterments,

Functional and presentation currency

The financial statements are presented in UAE Dirhams (*AED") which is also the
Establishment's functional currency.
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ELECTROSTEEL CASTINGS GULF FZE

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

a}

b}

d}

SIGNIFICANT ACCOUNTING POLICIES
The significant accounting pelicies adopted, and which have been consistently applied, are as
followys:

Property, plant and equipment

Property, plant and equipment are stated st cost less accurnulated depreciation and
impairment losses. The cost of furniture, fixtures and office equipment less estimated residual
valug, 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 yaars.

Subsequent costs ars included in the asset's carrying amount or recognised as a separate
asset as apprapriate 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 equipmant. When significant
parts of property, plant and eguipment are required to be replaced at intervais, the
Establishment recognises such parts as individual assets with specific useful lives and
depreciates them accordingly. The carrying amount of replaced pars is derecognised.

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

An assessment of depreciation method, useful lives and residual values 15 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 oparating incomesexpenses’ 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) and comprises invoice value plus applicable landing
charges less discounts. Met realisable value is based on estimated selling price less any
esltimated cost of completion and disposal.

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

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

Revenue from contract with customers

The Establishment is in the business of trading in basic steel products, non-ferrous metal
products, balts, nuts, screws and building metal products, pipes and fittings, reinforcement
steel bars and building and construction materials,
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ELECTROSTEEL CASTINGS GULF FZE

NGTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

Revenue from contracts with customers is recognised when the control of the goods or
services is fransferred to the customer at an amount that reflects the consideration o which
the Establishment expects to be entitied in exchange for those goods or services,

The Establishment recognises revenue from contracts with customers based on a five-slep
model as set out in IFRS 15

1. Identify the contracts with customers: A contract is defined as an agreement between two
or mere parties that creatss enforceable rights and obligations and sets out the criteria for
every contract that must be met.

2. ldentify the perfformance obligations in the contract: A perfarmance cbligation is a
promise in a contract with a custorner to transfer a good or service to the customer.

3. Determine the transaction price; The transaction price is the amount of consideration to
which the Establishment expects to be entitled in exchange for transfeming promised
goods or services o a customer, excluding amounts collected on behalf of third parties.

4. Allocate the transaction price to the performance cbligations in the contract; For a
cantract that has more than one performance obligation, the Establishment will allocate
the transaction price to each performance obligation in an amount that depicts the
amount of consideration to which the Establishment expects to be entiled in exchange
for satisfying each performance cbligation.

5 Recognise revenus when {(or as) the Establishment satisfies a performance obligation at
a point in time or over time,

The Establishment satisfies a peformance obligation and recognises revenue over time, if
one of the following critera is met;

* The customer simultanecusly receives and consumes the benefits provided by the
Establishment's performance as the Establishment performs; or

* The Establishment's performance creates or enhances an asset that the customer
controls as the asset is created or enhanced; or

* The Establishment's performance does not create an asset with an alternative use to the
Establishment and the Establishment has an enforceable right o payment for
performance completed to dats.

For performance obligations where one of the above conditions are not met revenue is
recognised at the point in time at which the performance obligation is satisfied. The
Establishment is required to assess each of its contracts with customers to determine whether
perfformance obligations are satisfied over time or at 2 peint in time in order to determine the
appropriate method of recognising revenue.

Sale of goods

The Establishment has concluded that revenue from sale of goods should be recognised at a
point in time when the control of the asset is transferred to the customer. generally on delivery
of the goods.
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

f)

9)

The sales alsg include high sea sales, i.e. the supplier ships goods directly to the customers,
Fevenue 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 s&a sales made during the year.

Commission income
Commissian income represents commission earned on service provided 1o custormers/related
party/parent company.

interest incoms

Interest income s recognised as the interest accrues using the effective interast method,
under which the rate used exactly discounts estimated future cash receipts through the
expectad life of the financial asset to the net carrying ameount of the financial asset.

Leases

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

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

Mongtary assets and liabilities expressed in foreign currencies are franslated into UAE
Dirhams at the rate of exchange rnuling at the reporting date.

Gains or losses resulting from foreign currency transactions are taken o 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 culflow of economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of
the ohbligation.

The amount recognised as a provision is the best estimate of the consideration required o
seltle the present obligation at the reporing date taking into account the risks and
uncertainties surrounding the obligation. Whete a provision is measured using the cash flow
estimated to settle the present cbligation, it's carrying amaunt is the present valug of those
cash flows,

¥When some or all of the economic benefits required to seftle a provision are expected to be

recovered from a third party, the receivable is recognised as an asset if it is virtually certain
that reimbursement will be received and the amount of receivable can be measured reliably.
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ELECTROSTEEL CASTINGS GULF FZE

NOTES TO THE FINANCIAL STATEMENTS
fOR THE YEAR ENDED 31 MARCH 2019

h)

Value added tax

As per the Federal Decree-Law No. {QB) of 2017, effective from January 1, 2018, Value
Added Tax (VAT) is 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 Establishment is
reguired to file its VAT returns and compute the payable tax {which is output tax less input tax)
for the allotted tax perods and deposit the same within the prescribed due dates of filing VAT
return and tax payment.

Financial instruments

IFRS 9 contains three principal classification categories for financial assets - i.e. measured at.
amortised cost, fair value through other comprehensive incoma ("FYTOCI) and fair value
through profit or loss ("FYTPL"). The existing |AS 39 categories of held-to-maturity, loans and
receivables, and available-for-sale are removed,

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and
measurement of financial liakilities.

Classification

Under IFRS 9, on initial recognition, a financial asset is classified as measured at. amortised
cost; fair value through other comprehensive income ("FYTCCI") — debt investment, FVTOCI
—equity investment; or fair value through profit or ioss ("FYTPL").

The classification of financial assets depends on the Establishment's business model for
managing the financial agsets that whethar the financial asset is heid within a business modei
whose objective is to hold financial assets in order to collect contractual cash flows and the
contractual terms of the cash flows that whether contractual terms of the financial asset give
rise an specified dates to cash flows that are solely payments of principal and interest on the
principal amount cutstanding. Management determines the classification of its investment at
initial recognition.

Financial liakilities within the scope of IFRS 9 are classified as financial liabilities at FVTPL or
at amortised cost. The Establishment determines the classification of its financial liabilities at
initial recognition.

Recognition

Financial assets and financial liabilities are recognised when, and only when, the
Establishment becomes a party to the contractual provisions of the instrument. Regular
purchases and sales of financial assets are recognised on trade-date, the date on which the
Establishment commits to purchase ar sell the asset.
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Derecognition
Financial assets are de-recognised when, and only when,
* The contractual rights to receive cash flows expire ar
+ The Establishment has transferred its rights to receive cash flows from the asset or has
assurmed an obligation to pay the received cash flows in full without material delay ta &
third party under a ‘pass-through’ arrangement; and either
{a} the Establishment has transferred substantially all the risks and rewards of the asset,
ar
fo} the Establishment has neither transferred nor retained substantiaily all the risks and
rewards of the asset, but has transferred control of the asset.

Financial liakilities are de-recognised when, and only when, they are extinguished 1.e. when
obligation specified in the contract is discharged, cancelled or expired.

Measurement

A financial asset (unless it is a trade receivable withaut a significant financing component that
is initially measured at the transaction price) is initially measured at fair valus plus, far an item
not at FWTPL, fransaction costs that are directly attributable to its acquisition

All financial asseis not classified as measyured at amortsed cost or FYTOCI as described
above are measured at FVTPL. This includes all derivative financial assets. On initial
recognition, the Establishment may irrevocably designale a financial asset that otherwise
meets the requirements to be measured at amortised cost or at FVTOCI as at FYTPL if doing
so eliminates or significantly reduces an accounting mismateh that would otherwise arise.

The following accounting policies apply o the subsequent measurement of financial assels
and liabilities,

Financial assets at amortised cost

Financial assets that meet the following conditions are subsequently measured at amaortised
cost less impairment loss and defemred income, if any {except for those assets thal are
designated as at fair valug through other comprehensive income on initial recognition) using
the effective interest method. All cther financial assets are subsequently measured at fair
value,

1. the asset is held within a business model whose objective is to hold assets in order {0
collect contractual cash flows, and

2. the contractual terms of the instrument give rise ta cash flows on specified dates that are
solely payments of principal and profit on the principal amount outstanding.

Interest income, foreign exchange gains and losses and impairment are recognised in profit
or loss. Any gain or 085 on derecognition is recognised in profit or oss.
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Financiafl iabitities
All financial liabilities are subseguently measured at amortised cost using the effective
interest methad or at FWTPL.

Financial liabilities at amortised cost comprise of trade and other payahles

impairment of financial assets

IFRS 9 Replaces tha 'incurred loss' model in [AS 39 with a forward looking 'expectsd credit
loss' (ECL}) moeded. This reguires considerable judgement about how changes in economic
factors affect ECLs, which will be determined on a probability-weighted basis. The new
impaimment model will apply to financial assets measured at amortised cost or FYTOGC!, but
not to investmeants in equily instruments. Under IFRS 2, credit losses are recognised earlier
than 1AS 38.

The Establishment reccgnises an allowance for expected credit losses. Expected credit
losses are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Establishment expects to receive, discounted
at an approximatian of the original effective interest rate. The expacted cash flows will include
cash flows from the sale of collateral held or other credit enhancements that are integral to
the contractual terms.

The financial assets at amortised cost comprise of trade and receivables, amounts due from
related parties, short-ierm loarn to a related party, non-current financial assets and cash and
cash equivalents.

Under IFRS 8, loss allowances are measured on either of the following basis:

- 12-month ECLs: ECLs that result from possible default events within 12 months after the
reporting date; and

- Ufetime ECLs: ECLs that result from all pogsible default events over the expacted life of a
financial mstrument.

The Establishment measures the loss allowance at an amount equal to lifetime ECLSs, except
four the follewing which are measured as 12-month ECLs:

- Bank balances, amounts due from related parties, short term loan o a related party and
non-current financial asset for which credit risk {i.e. the nisk of default socurring over the
expected life of the fimancial instrument} has not increased significantly since initial
recognition.
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The Establishment has elected to measure loss allowances for trade receivables and contract
assets at an amount egual to lifetime ECLs. The Establishment applies a simplifisd approach
in calculating expected credit losses. The Establishment does not track changes in credit rigk,
but instead recognises a loss allowance based on lifetime expected credit losses at each
reporting date. The Establishment has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-looking factors specific 1o the deblors
and the economic envirgnment.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECLs, the Establishment considers reasonable and
suppartive information that is relevant and available without undue cost or effart. This
includes both guantitative and qualitative information and analysis, based on the
Establishment's historical experience and informead credit agsessment and including forward
locking information.

The Establishment assumes that the credit risk on a fnancial asset has increased
significantly if it is more than 90 days past due.

The Establishment considers a financial asset o be in default when:

- The borrower is unlikely to pay its credit obligations fo the Establishment in full, without
recourse by the Establishment to actions such as realising security (if any is held); or

The financial asset is rmore than 365 days past due.

The maximum period considered when estimating ECLs is the maximum contractual period
aver which the Establishment is exposed to credit risk.

At each reparing date, the Establishment assesses whether financial assets carried at
amortised cost are credit-impaired. A financial asset is 'credit-impaired' when one or more
events that have a detrimental impact on the estimated future cash flows of the financial
assets have occurred.

Loss allowances for financial assets measured at amortized cost are deducted from the gross
carrying amount of the asset.

Offsetting

Financial assets and liabilities are offset and the net amount reported in the statlement 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 setile the fiability
simultanaously.
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Equity
Share capital is recorded at the value of proceeds receivedireceivable towards interest in
share capital of the Establishment.

Fair value measuremant
The Establishment discloses the fair value of inancial instruments measured at amortised cost,

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

s In the principal market for the asset or liability or
= In the absence of a principal market, in the most advantagecus market for the asset or
liability.

The fair value of an asset or a liability is measured using assumptions that the market
participants 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 participant's
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 N 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:

Classification of financial assets

The classification of financial assets at inilial recognition depends on the financial asset’s
contractual cash flow characteristics and the Establishment's business madel for managing
them.

Impalrment

At each reporting date, management conducts an assessment of property, plant. equipment 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, & provision is made.

The Establishment applies expected credit loss (ECL) model to measure loss allowance in
case of financial assets on the basis of 12-month ECLs or Lifetime ECLs depending on credit
risk characteristics and how changes in economic factors affect ECLs, which are determinad
an a prabability-weighted basis.
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Recognition of revenue and allocation of transaction price

Identification of performance obligations

The Estaklishment determined that the sale of goods is provided as a single component Lo
custemers and accordingly it becomes single performance obligation in respect of the goods
being sold.

Determine fiming of satisfaction of performance obligation

The Establishment concluded that the revenue from sales of goods is o be recoghised at a
point in time when the control of the goods has fransferred to the customers. Payment of the
transaction price is due immediately at the point the customer purchases the goods.

5. 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:

Inventory provisions

Management regularty undertakes a review of the Establishment's inventory, stated at
AED 1,178,174 {previous year AED 1,255 330} in order to assess the likely realisation
proceeds, taking into account purchase and replacement prices, technological changes, age,
likely cbsolescence, the rate at which goods are being sold and the physical damage. Based
on the assessment assumptions are made as to the levet of provisioning required.

Impairmant
Assessments of net recoverable amounts of property, plant, equipment are based on
assumptions regarding future cash flows expected to be received from the related assets.

Impairment of financial assets

The loss allowance for financial assets are based on assumptions about the risk of default
and expected loss rates. The management uses judgement in making these assumptions and
selecting the inputs to the impairment calkcuiations based on the past history, existing market
conditions as well as forward looking estimates at the end of each reporting pericd. Details of
tha key assumptions and inputs used are disclosed in Note 3(i).

Staff end-of-sarvice benefits

The Establishment computes the provision for the lizbility to staff end-of-service benefits
stated at AED 30,567 {previous year AED 22,517}, assuming that all employees were to leave
as of the reporting date. The management is of the opinion that ne significant difference would
have arsen had the liabiity been caiculated on an actuarial basis as salary inflation and
discount rates are likely to have approximately equal and opposite effects.
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8. PROPERTY, PLANT AND EQUIPMENT

Cost

At 1 April 2017

Additions

Al 31 March 2018 and at 31 March 2019

Accumulated depreclation
At 1 April 2017

Depreciation

At 31 March 2018
Crapreciation

At 31 March 201%

Carrylng amount
At 1 April 2017

At 31 March 2018
At 31 March 2018

7. NON-CURRENT FINAMCIAL ASSETS
Long-term loan

2019
AED

104,340

Furnltura,
fortures and
office equipmaent
AED

9,000
1,323

10,323

5,020
1,250

6,270
1,250

7,520

3,880

4,053

2,803

2018
AED

104,340

This represents interest free longterm loan o a third pary without any fixed repayment
schedule. It is not the intention of the management to demand repayment of the |oan within

one year from the reporting date.

a8 INVENTORIES
Goods held for sale
Goods in transit

9 TRADE AND OTHER RECEIVARILES
Trade receivables
Depasits
Other receivables
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An age analysis of trade receivables that are past due but not impaired is as follows: -

2018 2018
AED AED
#1-180 days 172,716 e
Above 180 days 54506 =
Trade receivables not past due and not impaired 1,871,759 8051836

The Establishment holds letters of credit amounting to AED 2 049,831 (previous year
AED 9,051 636} as security against not past due and not impaired raceivables.

10 OTHER CLUIRRENT ASSETS

Prepayrments 180,73 84 574
Advance for goods and services 4,896 -
VAT receivable {net) 5014 6,552

190,641 91,123

1. RELATED PARTIES
The Establishment enters into transactions with entities that fall within the definition of a

refated party as contained in international Accounting Standard 24 The management
considers such transactions o be in the normal course of business at agreed terms.

Related parties comprise the utimate parent company and companies under common ownership.

At the reporting date significant balances with relaled parties weare as follows.

Ultimate parent Companias under Total Total
company common ownership 2019 2018
AED AED AED AED
Due from related parties 1,518,337 T34 000 2252337
Trade and other receivaliles 726918 62 166 TRS,082
187,291 55,106 262,397
Trade and other payables 7,715 - 7. 715
6,878 585 - 6,678,585
Shertterm loan to a related party - 1,835,000 1,835,000
a6 168 3870000 4,236,169

All balances are unsecured and are expected to be settled in cash. Repayment and other
terms are set out in notes 12 and 24.
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Significant transactions with related parties during the year were as follows

Ultirmate Companies under Total Total
parant company commeon ownership Figk:) 2018
AED AED AED AED
Commission income 35418 - 935418
197.291 - 187,284
Consultancy income - 734,000 4,004
Service charges 568,169 - SEE,168
Irlerest incame - 62,166 £2.166
- 128,450 128 450
Purchases 5,008 727 - 5,598,727
10,577 000 1,736,556 12,313,558
The Establishment provides funds to related parties at fixed rate of interest.
2019 21B
AED AED
12, SHORT-TERM LOAN TO A RELATED PARTY
Loan to a shareholder - 566,169
Loan to a related party ‘s 1,835,000 3,670,000
1,835,000 4,236,169
{ay Loan to a related party is at a fixed interzst rate,
13, CASH AND CASH EQUIVALENTS
Bank balance in current account 563,236 331,080
14, SHARE CAPITAL
lssued 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
16. PROVISION FOR STAFF END-OF-SERVICE BENEFITS
Qpening balance 22,517 -
Provision for the year 8,050 22517
Closing balance 30,567 22,517
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16

17.

18.

19

20148 2018
AED AED

TRADE AND OTHER PAYABLES
Trade payablas 405,553 7,278,071
Accruals 70 568 83,838
Other payables - 60,637
414,121 7432 b4

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

OTHER CURRENT LIABILITIES

Advance for goods and services 101,030 -

Other staff accruals 49,100 38,600
150,130 38,500

MANAGEMENT OF CAPITAL

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

Capital, which is unchanged from the previgus year, comprises equity funds as presented in
the statement of financiat position together with current and non-current loan ta related parties
short-term loans o a related party and amount due from related parties. Debt comprises [otal
amounts owing to third parties, net of cash and cash equivalents,

The Establishment is not subject to extemally imposed capital requirements.

Funds generated from intemal accruals togsther with net of funds provided to related parlies
are retained in the business according fo the business requirements and maintain capital at
desired levels.

REVENLE FROM CONTRACTS WITH CUSTOMERS

The Establishment generates revenue from the transfer of goods and services over time and
at a point in time. The disaggregated revenue from contracts with customers by is presented
below. The management believes that this best dapicts the nature, amount, timing and
uncertainty of the Establishment's revenue and cash fiows.

Primary Geographical segmenits
- UAE 7,765,488 18,070,081

Major goods/saervice lines
Trading
-  Revenue 7,765,488 18,070,081

Timing of revenue recognition
- At a point in time 7.765 458 18,070,081
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20 DTHER OPERATING INCOME
Commission income
Other miscellaneous income

21 STAFF COSTS
Staff salaries and benefite
Staff end-of-zarvice banefits

22 OTHER OPERATING EXPENSES
Operating iease expenses
Carriaga outward
Commission expanses
Business travel expenses
Other expenses

23 INTEREST INCOME
Interest on loan to related parties

24, FIMANCIAL INSTRUMENTS

2019 2014
AED AED
935,418 197,281
734,000 -
1,669,418 197,291
637,361 520,275
B,050 2517
645,411 642,792
54,061 59,641
472,947 757,880
21,630 47,257
103,233 120,110
1,287,673 661,869
1,939,544 1,646,757
62,166 128,450

The net carrying amounis as at the reporting date of financial assets and financia! liabiltiez

are as follows:

At 31 March 2019

Financial agsets

MNon-current financial assets
Trade and other receivables
Arnount due from related parties
Cash and cash equivalents
Short term loan to a related party

Financial liahilities
Trade and other payahles

AED

104,340
2,870,595
2,252 337

569,236
1,835,000

7,631,508

At amortlzed cost

476,121

476,121

The effect of initially applying IFRS 8 on Establishment's financial instruments was immatarial.
Due to the transition method chosen, comparative information has not been restated to reflect

the new requirements.
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Managermnent 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 nisks).

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 manitaring
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 institutians,

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

The Establishment buys and sells goods and services in foreign cumencies. Exposure is
minimised where possible by denominating such transactions in U5 Dallars to which the UAE
Dirharm is pegged.

Exposures o the aferementioned risks are detailed below:

Cradit rlsk

Financial assets that potentially expose the Establishment to concentrations of credit risk
camprise pringipally non-current financial asset, trade and other receivables, short term loan
to 2 related party, amount due from related parties, cash and cash eqguivalents and
gutstanding receivables.

The Establishment’s bank accounts are placed with high credit quality financial institutions.

The management assesses the credit risk arising from trade and cther receivables, amaunts
due from related parties, short-term loans to a related parly and non-current financial asset
taking into account their financial position, past experience and other factors. Based on the
assessment individual risk limits are determined.

2019 2018
AED AED
GCC countries
Mon-current financial assets 104,340 104,340
Trade receivahlas 2,049,930 7.037,559
Amount due from related parties 734,000 --
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2019 2018
AED AED
Agian countrles
Short term loan to a sharehoider - 566,168
Amaount dua from related parties 1,518,337 -
Other receivables 126,918 197,201
Us A
Short term loan to a related party 1,835,000 3,670,000
Other receivables 652,166 85,106

Al the reporting date, 79% of trade receivables wers due from three customers (previous year
22% from three cusiomers).

Al the reporting date, 100% amount is due from tweo related parties. {Previous year Nil).

Al the reporting date, 100% of short-term lpan is due from one related party. (Pravious year
100% from two related parties).

Al the reporting date, there was ng significant congentration of credit risk from customers
outside the industry in which the Establishment operates.

Based on the assessment, the management believes that the new impairment requiremant
under IFR3 & does not have any significant impact on the financial statements.

Currency risk
There are no significant currency risks as substantially all financial assets and financial
liabilities are denominated in LAE Dirhams ar LS Dolfars 1o which the Dirham is fixed.

Interest rate risk

The Establishment's amounts due from a related party of AED 734,000 and short-tenm loan to
a related party of AED 1,835 000 are subject to fixed interest rates at levels gensrally obtained
in the LJAE and are therefore exposed to fair value interest rate risk

Fair values
The management assessas the fair values of all its financial agsets and financial liabilities at
each reporting date.

The fair values of non-current receivable, cash and cash equivaients, trade and other
receivables, amounts due from related parties, short - term loan to a related party and trade
and other payable approximate their carrying amounts iargely due to the short-term maturities
of these instruments.
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The fair value of non-current financial asset is estimated by discounting future cash fiows
using rates currenily available for debts on similar items, cradit rigk and remaining maturities,
As at the reporting date, the carrying amounts of such non-cument financial assets which due
to ite terms has fair value lower than its camying value.

For ELECTROSTEEL CASTINGS GULF FZE
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