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Pidilite MEA Chemicals L.L..C.
Pubai - United Arab Emirates

Director's report

The Director has pleasure in presenting his report and the audited financial statements for the year ended
March 31, 2019,

Principal activities of the Entity:

The Entity is licensed to engage in manufacturing and trading of acid, gum & giue, paint, varnish, insulation
materials, adhesives, industrial solvents and construction chemicals.

Financial review;

The table below summarizes the results denated in Arab Emirates Dirham (AED).

2019 2018
Revenue 52,244,696 47,112,088
Gross profit 6,545,807 5,000,910
Gross profit margin 12.5% 10.6%
Net (loss) for the year (6,6118,974) (8,387 ,467)

Going concern:

The Entity has incurred a (loss) of AED 6,618,974 during the year and has accumulated {losses) of AED
69,412,664 as at the reporting date, The management has no intention of discontinuing the operations of the
Entity. The shareholder has agreed to provide confinued financial support to the Entity. Hence, the attached
financial statements have been prepared on a going concern basis.

Events after year end:

In the opinion of the Director, no transaction or event of a material and unusual nature, favourable or
unfavourable has arlsen in the interval between the end of the financial year and the date of this report, that is
likely to affect, substantially the result of the operations or the financial position of the Entity.

Auditor:

M/s. Crowe Mak, Dubai - United Arab Emirates is willing to continue in office and a resolution to re-appoint
them wilt be proposed in the Annual General Meeting.

Statement of Director's responsibilities

The audited financial statements for the year under review, have been prepared in conformity and in
compliance with the relevant statutory requirements and other governing faws. The Director confirms that
sufficient care has been taken for the maintenance of proper and adequate accounting records that disclose
with reasonable accuracy at any time, the financial position of the Entity and enables him to ensure that the
financial statements comply with the requirements of applicable statute. The Director also confirms that
appropriate accounting policies have been selected and applied consistently in order that the financial
statements refiect fairly the form and substance of the transactions carried out during the year under review
and reasonably present the Entity's financial conditions and resulits of its operations.

These financial statements were approved by the Board and signed on behalf by the authorized representative
of the Entity.

N A

Mr. Sohail Badar
Director

April 30, 2018
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Independent auditor's report
To,

The Shareholders
M/s. Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Report on the audit of the financial statements
Opinion

We have audited the accompanying financial statements of M/s. Pidilite MEA Chemicals L.L.C., Dubai -
United Arab Emirates (the “Entity”) which comprise the statement of financial position as at March 31, 2019 and
the statement of profit or loss and other comprehensive income, statement of changes in equity, 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 present fairly, in all material respects, the financial
position of the Entity as at March 31, 2019 and 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 Entity in accordance with the requirements of
Code of Ethics for Professional Accountants, issued by International Ethics Standards Board for Accountants
(IESBA) together with ethical requirements that are relevant to our audit of the financial statements and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Material uncertainty related to going concern

We draw attention to note - 2 to these financial statements. The Entity has incurred a (loss) of AED 6,618,974
during the year and has accumulated (losses) of AED 69,412,664 as at the reporting date. These conditions
indicate that a material uncertainty exists that may cast significant doubt on the Entity's ability to continue as a
going concern. Our opinion is not modified in respect of this matter.

Responsibilities of management and those charged with governance for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards (IFRSs), in compliance with the requirements of applicable
laws 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 Entity'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 Entity or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity's financial reporting process.

Registered with the Jebel Ali Free Zone Authority, Dubai (#5180)
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Independent auditor’s report to the shareholders of Pidilite MEA Chemicals L.L.C. (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 judgement and maintain professional
skepticism throughout the audit. We also:

*  Identify 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 Entity'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 Entity'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 Entity 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.

Report on other legal and regulatory requirements

As required by the U.A E. Federal Commercial Companies Law No. 2 of 2015, we further confirm that,

1 We have obtained all the information and explanations which we consider necessary for our audit.

2 The financial statements have been prepared and comply, in all material respects, with the applicable
provisions of the U.A.E. Federal Commercial Companies Law No. 2 of 2015 and the Memorandum and
Articles of Association of the Entity.

Registered with the Jebel Ali Free Zone Authority, Dubai (#5180)
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Independent auditor’s report to the shareholders of Pidilite MEA Chemicals L.L.C. (continued)

Report on other legal and regulatory requirements (continued)

3 Proper books of accounts have been maintained by the Entity.

4 The contents of the Director's report which relates to the financial statements are in agreement with the

Entity's books of account.

5  The Entity has not made any investments in shares and stocks during the year ended March 31, 2019.

6 Note 17 to the financial statements reflects the disclosures relating to material related party transactions

and the terms under which they were conducted.

7  Based on the information that has been made available to us, nothing has come to our attention which
causes us to believe that the Entity has contravened, during the financial year ended, any of the
applicable provisions of the U.A.E. Federal Commercial Companies Law No. 2 of 2015 or the
Memorandum and Articles of Association of the Entity, which would materially affect its activities or its

financial position as at March 31, 2019.

For Crowe Mak

James NMathew
Senior Partner
Regn. No. 548

April 30, 2019
Dubai - United Arab Emirates

< - “‘%}’ \,\l-.‘wt.‘:aﬂ, v;:..‘.‘jr".‘,‘f | .
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Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Statement of financial position as at March 31, 2019

{In Arab Emirates Dirham)

Assets

Non-current asseis

Property, plant and equipment
Intangible asset

Total non-current assets
Current assels

Inventories

Trade receivables

Advances, deposits and other receivables
Cash balances

Total current assels

Total assets

Equity and liabilities

Equity

Share capital

Accumulated (losses)
Shareholder's loan

Total equity

Non-current labilities
Employees' end of service benefits
Total non-current liabilities
Current liabilities

Bank borrowings

Trade and other payables
Due to related parties

Total current liabilities

Total liabilities

Total equity and liabilities

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

The report of the auditor is set out on pages 2to 4.

Notes

11
12
13

15

14
16
17

2019 2018
22,616,418 24,551,958
979,050 979,050
23,595,468 25,531,008
7,282,492 7,883,964
18,818,796 17,656,726
1,429,345 1,285,072
5,996 18,010
27,536,629 26,843,772
51,132,097 52,374,780
300,000 300,000
(69,412,664) (62,793,690)
86,517,469 83,739,469
17,404,805 21,245,779
1,610,993 1,310,130
1,610,993 1,310,130
16,912,168 15,692,352
5,480,166 4,838,458
9,723,965 9,288,061
32,116,299 29,818,871
33,727,292 31,129,001
51,132,097 52,374,780

The financial statements on pages 5 to 30 were approved on April 29, 2019 and signed on behalf of the Entity,

by,

— = /A/,
Mr. Schail Badar
Director




Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Statement of profit or loss and other comprehensive income for the year ended March 31, 2019

(In Arab Emirates Dirham)

Revenue

Cost of revenue

Gross profit

Other income

Selling and distribution expenses
Administrative expenses

Finance costs

(Loss) for the year

Other comprehensive income

Total comprehensive (loss) for the year

Notes 2019 2018
18 52,244,696 47,112,088
19 (45,698,889) (42,111,178)

6,545,807 5,000,910

20 76,499 24,867
21 (4,362,044) (3,531,381)
22 (8,253,356) (9,372,867)
23 (625,880) (508,996)
(6,618,974) (8,387,467)

(6,618,974) (8,387,467)

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

The report of the auditor is set out on pages 2to 4.

The financial statements on pages 5 to 30 were approved on April 29, 2018 and signed on behalf of the Entity,

by:

Mr. Sohail Badar
Director
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Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Statement of cash flows for the year ended March 31, 2019
{In Arab Emirates Dirham)

Cash flows from operating activities

{Loss) for the year

Adjustments for:

(Gain) on disposal of property, plant and equipment
Depreciation on property, plant and equipment
Allowance for siow moving inventories

impairment of trade receivables

Impairment of amounts due from a related party
Bad debts written off

Finance costs

Provision for employees' end of service benefits
Operating {loss) before changes in operating assets and liabilities
{Increase)/decrease in assels

Inventories

Trade receivables

Advances, deposits and other receivables

Due from a related party

increase/(decrease} in liabilities

Due fo related parties

Trade and other payables

Cash (used in) operations

Employees’ end of services benefits paid

Net cash (used in) operating activities

Cash flows from investing activities

Acquisition of property, plant and equipment
Proceeds from sale of property, plant and equipment
Net cash (used in) investing activities

Cash flows from financing activities
Shareholder’s loan

Finance costs paid

Net cash from financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents, beginning of the year
Cash and cash equivalents, end of the year
Cash and cash equivalents

Cash in hand

Bank overdrafts

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

The report of the auditor is set out on pages 2 to 4.

2019 2018
(6,618,974) (8,387,467)
(34,725) (19,999)
2,081,464 2,000,602
262,676 287,805
660,563 927,103

- 143,073

- 637,749
625,880 508,996
348,858 300,111
(2,674,258) (3,602,027)
338,796 (1,348,962)
(1,822,633) (6,251,473)
(144,273} (148,795)

- 927,606
435,904 1,325,083
641,708 1,543,999
(3,224,756) (7,554,569)
(47,995) (208,092)
(3,272,751) (7,762,661)
(151,199) (636,258)
40,000 19,999
(111,199) (616,259)
2,778,000 9,200,500
(625,880) (508,996)
2,152,120 8,691,504
{1,231,830) 312,584
(15,674,342) (15,986,926)
{16,906,172) (15,674,342)
5,996 18,010
(16,912,168) (15,692,352)
(16,906,172) (15,674,342)




Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019

1

Legal status and business activities

1.1 Mis. Pidilite MEA Chemicals (L.L.C.), Dubai - United Arab Emirates {the "Entity"} was incorporated
on June 28, 2005, as a Limited Liability Company and operates in the United Arab Emirates under an
industrial license issued by the Dubai Economy, Government of Dubai, Dubati - United Arab Emirates.

1.2 The Entity is licensed to engage in manufacturing and trading of acid, gum & glue, paint, varnish,
insulation materials, adhesives, industrial solvents and construction chemicals.

1.3 The registered address of the Entity is P.O. Box: 120657, Dubat - United Arab Emirates.
1.4 The management and control is vested with the Director, Mr. Sohail Badar (indian national).
1.5 These financial statements incorporate the operating results of the Industrial license no. 570849.

1.6 These financial statements also incorporate operating results of M/s, Pidilite MEA Chemicals L.L.C. -
(Branch), Dubai - United Arab Emirates Industrial license no. 600238.

Material uncertainty refated to going concern

The financial statements have been prepared on a going concern basis, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business, The Entity has
incurred a (loss) of AED 6,618,974 during the year and has accumutated (losses) of AED 69,412,664 as
at the reporting date.

The shareholder has agreed to provide necessary financial support to enable the Entity to continue its
operations and settie its obligations as and when they fall due. The shareholder contributed foan of AED
86,517,469 (2018: AED 83,739,469) as at reporting date. The management has no intentions to
discontinue the operations of the Entity. Accordingly, these financial statements do not include any
adjustments relating to the recoverability and classification of recorded asset amounts or the amounts and
classification of liabilities that might be necessary should the Entity be unable to continue as a going
concern.

New standards and amendments
3.1 New standards and amendments - applicable January 01, 2018

The following standards and amendments apply for the first time to the financial reporting periods
commencing on or after January 01, 2018.

IFRS 8 Financial Instruments and associated amendments to various other standards.

IFRS 15 Revenue from contracts with customer and associated amendments to various other standards
Classification and Measurement of Share-based Payment Transactions — Amendments to IFRS 2

Annual improvements 2014-2016 cycle

Transfers of Investment Property — Amendments to 1AS 40

Interpretation 22 Foreign Currency Transactions and Advance Consideration

3.2 New standards and amendments issued bui not effective for the current annual perfod.

The following standards and interpretations had been issued were not mandatory for annual reporting
periods ending December 31, 2018.
Description Effective for annual periods
beginning on or after
January 1, 2019, Earlier
adoption permitted if IFRS 15

IFRS 16 - Leases '‘Revenue from Contracts with

Customers’ has also been

applied.

Amendments to IFRS 9 — Prepayment Features with Negative January 1, 2019
Compensation




Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019

3

New standards and amendments {continued)

3.2 New standards and amendments issued but not effective for the current annual period
(continued)

Description Effective for annual periods
beginning on or after

Amendments to 1AS 28 — Long-term [nterests in Associates and Joint January 1, 2019

Ventures

Annual Improvements to [FRS Standards 2015-2017 Cycle January 1, 2019

Amendments to IAS 18 - Plan Amendment, Curtaitment or Settlement January 1, 2019

IFRS 17 - Insurance Contracts January 1, 2021

Management anticipates that these new standards, interpretations and amendments will be adopted in the
financial statements as and when they are applicable and adoption of these new standards,
interpretations and amendments, may have no material impact on the financial statements in the period of
initial application.

3.3 Impact of standards adopted in 2013
3.3.1 IFRS 15 Revenue from Contract with Customers

The effect of adoption of IFRS 15 on the balance sheet and retained earnings is not material and
disclosed where applicable in the notes to these financial statements.

3.3.2 IFRS 9 Financial Instruments

The Entity adopted IFRS 9 Financial Instruments from April 01, 2018. The effect of adoption of IFRS 9 on
the balance sheet and retained earnings is not material and has been disclosed where applicable in the
notes to these financial statements.

3.4 impact of standards issued but not yet applicable
3.4.1 IFRS 16 Leases

IFRS 16 was issued in January 2016 and wil supersede [AS 17 Leases. It will result in almost all leases
heing recognised on the balance sheet as the distinction between operating and finance lease is removed
for leases. Under the new standard, both an asset (the right to use the leased item) and a financial Hiability
to pay rentals are recognised. The only exceptions are short-term and low value leases.

The standard is mandatory for financial years commencing on or after January 1, 2019. The Entity has
decided not to adopt the standard before its effective date.

The standard will affect primarily the accounting for the Entity's operating lease. At the reporting date, the
Entity has operating lease commitments of AED 9,762,340. The Entity, plans to use the recognition
exemption for low value leases such as personal computers and to recognize on a straight line basis as
an expense in the income statement,

Significant accounting policies
4.1 Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards and the requirements of the applicable laws. These financial statements are presented in Arab
Emirates Dirham (AED) which is the Entity's functional and presentation currency.

4.2 Basis of preparation

The financial statements have been prepared on the historical cost basis except for certain financial
instruments that are measured at fair values, as explained in the accounting policies below. Historical cost
is generally based on the fair value of the consideration given in exchange for agsets or goods or services,

The principal accounting policies applied in these financial statements are set out below.

10




Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019

4 Significant accounting policies (continued)
4.3 Current/Non current classification

The Entity presents assets and liabilities in statement of financial position based on current/non-current
classification. An asset as current when it is:

Expected to be realised or intended to sold or consumed in normal operating cycle or held primarily for the
purpose of trading or Expected to be realised within twelve months after the reporiing period, or cash or
cash equivalent unless restricted from being exchanged or used to setile a liability for at least twelve
months after the reporting period.

All other assets are classified as non-current. A liability is current when:

It is expected to be settled in normal operating cycle or it is held primarity for the purpose of trading or itis
due to be settled within twelve months after the reporting period, or there is no unconditional right to defer
the settlement of the liability for at least twelve months after the reporting period.

The Entity classifies all other liabilities as non-current.

4.4 Fair value measurement

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 Hability
The principal or the most advantageous market must be accessible to by the Entity.

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

A 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.

4.5 Foreign currency

The transactions in currencies other than the Entity's functional currency are recognised at the rates of
exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary
items carried at fair value that are denominated in foreign currencies are retranslated at the rates
prevailing at the date when the fair value was determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.

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

4.6 Property, plant and equipment

Property, plant and equipment is stated at cost less accumulated depreciation and identified impairment
loss, if any. The cost comprise of purchase price, together with any incidental expense of acquisition.

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 ecanomic benefits associated with the item will flow to the
Entity and the cost of the item can be measured reliably. All other repairs and maintenance expenses are
charged to the statement of profit or loss during the financial period in which they are incurred.

Depreciation is spread over its useful lives so as to write off the cost of property, plant and equipment
using the straight-line method over its useful fives as follows:

1




Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Notes ta the financial statements for the year ended March 31, 2019

4 Significant accounting policies (continued)
4.6 Property, plant and equipment {continued)

Years
Building 20
Plant and machinery 5-10
Vehicles 4
Furniture and fixtures 5
Tools and lab equipments 5
Office equipments 5

When parts of an item of property, plant and equipment have different useful lives, they are accounted for
as separate items (major components) of property, plant and equipment.

The building is being depreciated over the period from when it became available for use up to the end of
the lease tern.

The estimated useful lives, residual vaiues and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate accounted for on a prospective basis.

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is
determined as the difference between the sales proceeds and the carrying amount of the asset and is
recognized in the statement of profit or loss.

4.7 Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortisation and accumulated impairment losses. Amortisation is recognised on a straight-line basis over
their estimated useful lives. The estimated useful life and amortisation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate being accounted for on a prospective
basis. Intangible assets with indefinite useful lives that are acquired separately are carried at cost less
accumulated impairment losses.

Trademarks

Trademarks are shown at historical cost. Trademarks have infinite useful life and are carried at cost less
impairment loss (if any).

4.8 Impairment of tangible and intangible assets

At the end of each reporting period, the Entity reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss (if any),

Where it is not possible to estimate the recoverable amount of an individual asset, the Entity estimates the
recoverable amount of the cash-generating unit to which the asset belongs. Where a reasonable and

consistent basis of allocation can be identified, corporate assets are also allocated to individual cash-
generating units, or otherwise they are allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at [east annually, and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

12




Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019

4 Significant accounting policies {continued)
4.8 impairment of tangible and intangible assets {continued)

f the recoverable amount of an asset (or cash-generating unif) is estimated to be less than its carrying
armount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount,
An impairment loss is recognised immediately in the statement of profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment foss
been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recoghised immediately in the statement of profit or loss.

4.% Financial instruments

Financial assets and financial liabilities are recognised when the Entity becomes a party to the confractual
provisions of the instrument,

410 Financial assets
Classifications

The Entity classifies its financial assets in the following measurement categories:

- those to be measured subsequently at fair value (either through OCI "FVTOCI", or through profit or loss
"FVTPL"), and

- those to be measured at amortised cost.

The classification depends on the Entity's business model for managing the financial assets and the
contractual terms of the cash flows,

Measurement

At initial recognition, the Entity measures a financial asset at its falr value plus, in the case of a financial
asset not at fair value through profit or loss (FVTPL), transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of financial assets carried at FVTPL are expensed in
profit or loss.

Financial assets comprise of cash and cash equivalents, receivables and other financiat assets.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits and other short-term highly
liquid investments that are readily convertible to a known amount of cash and are subject to an
insignificant risk of changes in value.

Receivables

Receivable balances that are held to collect are subsequently measured at the lower of amortized cost or
the present value of estimated future cash flows. The present value of estimated future cash flows is
determined through the use of value adjustments for uncollectible amounts. The Entity assesses on a
forward-looking basis the expected credit losses associated with its receivables and adjusts the value to
the expected collectible amounts.

Receivables are written off when they are deemed uncollectible because of bankruptcy or other forms of
receivership of the debtors. The assessment of expected credit losses on receivables takes into account
credit-risk concentration, collective debt risk based on average historical losses, specific circumstances
such as serious adverse economic conditions in a specific country or region and other forward-fooking
information.
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Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019

4 Significant accounting policies (continued)
4.10 Financial assets {confinued)

Impairment of financial assets

The Entity assesses on a forward looking basis the expected credit losses associated with its debt
instruments carried at amortised cost and FVTOCI. The impairment methodology applied depends on
whether there has been a significant increase in credit risk.

For trade receivables, the Entity applies the simplified approach permitted by IFRS 9, which requires
expected lifetime losses to be recognised from initial recognition of the receivables.

Derecognition of financial assets

The Entity derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire; or it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another entity. If the Entity neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Entity recognises its retained interest in the
asset and an associated liability for the amounts, it may have to pay. If the Entity retains substantially all
the risks and rewards of ownership of a transferred financial asset, the Entity continues to recognise the
financial asset.

4.11 Financial liabilities

Financial liabilities are classified according to the substance of the contractual arrangements entered into
and the definitions of a financial liability. All financial liabilities are recognised initially at fair value and, in
the case of loans and borrowings and payables, net of directly attributable transaction costs. The Entily's
financial liabilities include trade and other payables, bank borrowings and due to related parties.

Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Trade payables are classified as current liabilities if payment is due
within one year or less (or in the normal operating cycle of the business if longer). If not, they are
presented as non-current liabilities. Trade and other payables are recognised initially at fair value and
subsequently are measured at amortised cost using effective interest method.

Due to related parties
Amounts due to related parties are stated at amortised cost.

Loans and borrowings

Borrowings are recorded at the proceeds received, net of direct issue costs. Finance charges are
accounted on accrual basis and are added to the carrying value of the instruments to the extent that they
are not settled in the year in which they arise.

Derecognition of financial liabilities

The Entity derecognises financial liabilities when, and only when, the Entity's obligations are discharged,
cancelled or they expire. When an existing financial liability is replaced by another from the same lender
on substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the derecognition of the original liability and the recognition of a
new liability. The difference in the respective carrying amounts is recognised in the statement of profit or
loss.
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Pidilite MEA Chemicals [..L..C,
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019

4 Significant accounting policies {confinued)

4.12 Offsetting financial instruments

Financial assets and liahilities are offset and the net amount reported in the staterment 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.

4,13 Inventories

Inventories are stated at the lower of cost and net realisable value, Cost of inventories comprises of costs
of purchase, and where applicable cost of conversion and other costs that has been incurred in bringing
the inventories fo their present location and condition. Net realisable value represents the estimated
selling price for inventories less all estimated costs of completion and costs necessary to make the sale.
Costs of raw materials and packing materials are determined on weighted average basis. Cost of finished
goods include an appropriate allocation of overheads comprising of materials, labour and related
expenses.

4.14 Provisions

Provisions are recognised when the Entity has a present obligation (legal or constructive} as a result of a
past event, it is probable that the Entity will be required to settle the obligation, and a reliable estimate can
be made of the amount of the obligation.

The amount recoghised as a provision is the best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash flows estimated to settle the
present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered
from a third party, a receivable is recognised as an asset if it Is virtually certain that reimbursement will be
received and the amount of the receivable can be measured reliably.

4.15 Revenue recognition

Revenue from the sale of goods in normal course of business is recognised at a point in time when the
performance obligation is satisfied and is based on the amount of the fransaction price that is allocated to
the performance obligation. The transaction price is the amount of consideration to which the Entity
expects to be entitled in exchange for transferring promised goods or services to the customer.

The consideration expected by the Entity may include fixed or variable amounts which can be impacted by
sales returns, trade discounts and volume rebates. Revenue for the sale of goods is recognized when
control of the asset is transferred to the buyer and only when it is highly probable that a significant
reversal of revenue will not occur when uncertainties related to a variable consideration are resolved.

Transfer of control varies depending on the individual terms of the contract of sale. Revenue from
transactions that have distinct goods or services are accounted for separately based on their stand-alone
selling prices. Revenue is recorded net of value added tax (VAT). A variable consideration is recognised
to the extent it Is highly probable that a significant reversal in the amount of cumulative revenue
recognized will not occur when the uncertainty associated with the variable consideration is subsequently
resolved.

For products for which a right of return exists during a defined period, revenue recognition is determined
based on the historical pattern of actual returns, or in cases where such information is not available,
revenue recognition is postpaned until the return period has lapsed.
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Pidilite MEA Chemicals L..C.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019

4 Significant accourting policies (continued)
4.16 Critical accounting judgements and key sources of estimation uncertainty

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

The estimates and underlying assumptions are reviewed on an cngoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

The significant judgements and estimates made by management, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year are
described below.

Critical judgements in applying accounting policies

in the process of applying the Entity's accounting poficies, which are described above, and due to the
nature of operations, management makes the following judgement that has the most significant effect on
the amounts recognised in the financial statements,

Determining the timing of satisfaction of performance obligations - revenue recognition

In making their judgement, the Entity considers the detailed criteria for the recognition of revenue set out
in IFRS 15, and in particular, whether the Enfity has transferred control of the goods to the customer. The
management is satisfied that control has been transferred and that recognition of revenue in the current
year is appropriate, In conjunction with the recognition of an appropriate warranty provision as applicable.

Business model assessment - classification and measurement of financial statements

Classification and measurement of financial assets depends on the results of business model test. The
Entity determines the business mode! at a level that reflects how groups of financial assets are managed
together to achieve a particular business objective.

Key sources of estimation uncertainty

The key assumptions 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 discussed below.

Useful lives of property, plant and equipment

Property, plant and equipment are depreciated over their estimated useful lives, which are based on
expected usage of the asset and expected physical wear and tear which depends on operational factors.
The management has not considered any residual value as it is deemed immaterial,

Allowance for doubtful debts

Aliowances for doubtful debts are determined using a combination of factors to ensure that trade
receivables are not overstated due to uncollectibility. The allowance for doubtful debts for ail customers is
based on a variety of factors, including the overall quality and ageing of receivables, continuing credit
evaluation of the customer's financial conditions and collaterat requirements from customers in certain
circumstances. In addition, specific allowances for individual accounts are recorded when the Entity
becomes aware of the customer's inability to meet its financial obligations.
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Pidilite MEA Chemicals L.L.C.
Bubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019

4 Significant accounting policies (continued)
4.16 Critical accounting judgements and key sources of estimation unceriainty (continued)
Key sources of estimation uncertainty (continued)
Operating lease expenses

Lease payments under aperating lease have been recognised as an expense on a straight-line basis over
the lease rental period after considering the rent escalation as per the rent agreements. The rent charge
could significantly change in subsequent accounting periods should the lease contract not be renewead or
change in lease terms of the contract.

Met realisable value of inventories

Inventories are stated at the lower of cost or net realizable value. Adjustments to reduce the cost of
inventory to its realizable value, if required, are made for estimated obsolescence or impaired balances.
Factors influencing these adjustments include changes in demand, product pricing, physical deterioration
and guality issues.

impairment of financial assefs

The loss allowances for financial assets are based on assumptions about risk of default and expected
loss rates. The Entity uses judgement in making these assumptions and selecting the inputs to the
impairment calculation, based on the Entity's past history, existing market conditions as well as forward
looking estimates at the end of each reporting period. Details of the key assumptions and inputs used are
disclosed in the relevant notes to the financial statements.
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Piditite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019
{In Arab Emirates Dirham)

2019 2018

& Intangible asset
Trademark 979,050 979,050

Trademark represents the cost of acquisition of a brand giving exclusive rights to market the product. The
trademark has infinite useful life, hence is not being amortized. The management estimates that no
impairment is required as at the reporting date.

7 Inventories

Raw materials 1,880,870 1,309,768
Packing materials 461,454 323,208
Spare parts 87,643 177,621
Goods held for trading 3,982,539 4,401,884
Finished goods 790,110 652,371

7,202,616 6,954,852
Goods-in-transit 1,482,020 2,068,580
Less: Allowances for slow moving inventories {1,402,144)  (1,139,468)

7,282,492 7,883,964

Allowance for slow moving inventories

The movements in the allowance for slow moving inventories as at reporting date are as follows:

Balance at the beginning of the year 1,139,468 851,663
Charge during the year (note 22) 262,676 287,806
Balance at the end of the year 1,402,144 1,139,468

The above inventories (except for goods-in-transit) are held in warehouse in Dubai - United Arab
Emirates.

8 Trade receivables
Trade receivables 21,658,873 19,836,240

Less: impairment of trade receivables (2,840,077)  (2,179,514)
18,818,796 17,656,726

The average credit period for the trade receivables is 90/120 days (2018: 90/120 days). Provisions are
hased on the estimated irrecoverable amounts determined by reference to the past default experience.

Of the trade receivables as at March 31, 2019, there are 5 customers (2018: 5 customers) representing
19% (2018 23%}) of the total receivables.

Impairment of frade receivables

The Entity applies the IFRS 9 simplified approach to measure expected credit [osses which uses a
lifetime expected loss aliowance for all trade receivables. To measure the expected credit losses, trade
receivables have been grouped based on shared credit risk characteristics and the days past due.

19




Pidilite MEA Chemicals L..L..G.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019
(in Arab Emirates Dirham)

8 Trade receivables (continued)

Impairment of trade receivables (continued)

As at WRarch 31, 2019

Days due
91 -180 181 - 270 271 - 360 Above 361
Mot due 1 -90 days days days days days Total
Expected
credit loss rate 0.7% 2.3% 36.8% 50.1% 100.0% 99.9% 43.1%
Estimated
total gross
carrying
amount at
default 16,049,322 2,557,340 470,861 171,209 116,321 2,293,820 21,658,873
Lifetime
expected
credit loss {114,264) {59,098) (173,490) {85,718) (116,321} {2,291,186) (2,840,077)
Net carrying
amount 15,935,058 2,498,242 297,371 85,491 - 2,634 18,818,796
2019 2018

Ageing of trade receivables that are nof past due:
1-90days 16,049,322 14,047,251
Adgeing of trade receivables that are past due:
1 - 90 days 2,557,340 3,054,330
91 - 180 days 470,861 458,230
181 - 270 days 171,209 212,540
271 - 360 days 416,321 604,789
361 days and above 2,293,820 1,459,040

21,658,873 19,836,240
The movements in the impairment of frade receivables as at the reporting
date are as follows:
Balance at the beginning of the year 2,179,514 1,252,411
Charge during the year (note 22) 660,563 927 103
Balance at the end of the year 2,840,077 2,479,514

In determining the recoverability of trade receivables, the Entity considers any change in the credit guality
of the trade receivables from the date credit was initially granted up to the reporting date. Accordingly, the
management believes that there is no further credit allowance required for doubtful debts.
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Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Notes to the financial statemenis for the year ended March 31, 2019
{In Arab Emirates Dirham)

10

1

12

13

14

15

2019 2018
Trade receivables {(continued)
Geographical analysis:
The geographical analysis of trade receivables are as foliows:
Within U.AE. 19,597,439 17,810,018
Within other G.C.C. countries 2,002,304 1,937,097
Others 59,130 89,125
21,658,873 19,836,240
Advances, deposits and other receivables
Prepayments 798,767 783,910
Deposits 477,231 458,331
Advances to suppliers 122,836 -
Staff loans and advances 30,511 42 831
1,429,345 1,285,072
Cash balances
Cash in hand 5,996 18,010

Share capital

The authorized, issued and paid up capital of the Entity is AED 300,000 divided into 300 shares of AED

1,000 each fully paid. M/s. Pidilite Industries Limited - India is the ultimate owner of the Entity.

2019 2018
Accumulated (losses)
Balance at the beginning of the year (62,793,690) (54,406,223)
{Loss) for the year {6,618,974) (8,387.467)
Balance at the end of the year (69,412,664) (62,793,690)
Shareholder's loan
Balance at the beginning of the year 83,739,469 74,538,969
Net movements during the year 2,778,000 9,200,500
Batance at the end of the year 86,517,469 83,739,468

The above loan Is availed from M/s. Pidilite Middie East Limited. This loan is unsecured, interest free,
without any fixed maturity period and is being used for the operations of the Entity as a long term source

of finance,

Bank borrowings

Bank overdrafts 16,912,168 15,692,352
The above borrowings are secured by corporate guarantee of the ultimate owner.

Employees' end of service benefits

Balance at the beginning of the year 1,310,130 1,218,111
Add: Charge for the year 348,858 300,111
Less: Paid during the year {47,995) (208,092)
Balance at the end of the year 1,610,993 1,310,130
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Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019
{In Arab Emirates Dirham)

15 Employees' end of service benefits (continued)

Amounts required to cover end of service indemnity at the statement of financial position date are
computed pursuant to the applicable Labour Law based on the employees' accumulated period of service

and current basic remuneration at the end of reporting period.

16 Trade and other payables
Trade payables
Advances from customers
Provisions and accruals
VAT payable - net

17 Related party transactions

2019 2018
4,211,165 3,587,070
18,146 -

921,812 818,624
329,043 432,764
5,480,166 4,838,458

The Entity enters into transactions with other entities that fall within the definition of a related party as
contained in IAS 24, Related Party Disclosures. Related parties comprise entities under common
ownership and/or common management and control; their partners and key management personnel.

The management decides on the terms and conditions of the transactions and services
received/rendered fromfto related parties as well as other charges, if applicable.

a) Due from a related party
Entity under common management and conirol
M/s. Plus Call Technical Services LLC - UAE.
Less: Impairment

Impairment of amounts due from a related party

The movement in the impairment allowance for due from a related
party as at the reporting date is as follows:
Balance at the beginning of the year

Charge during the year (nhote 22)
Balance at the end of the year

b) Due to related patties
Entities under common management and control
M/s. Piditite Industries Limited - India
M/s. Pidilite Industries Trading - Egypt

¢) Transactions with related parties

The nature of significant related party transactions and the
amounts involved were as follows:

Revenue

M/s. Plus Call Technical Services LLC - U.AE,
M/s. Building System Solution Trading WLL - Qatar

22

2019 2018
143,073 143,073
{143,073) (143,073)
143,073 -
- 143,073
143,073 143,073
9,653,405 9,153,997
70,560 134,064
9,723,965 9,288,061

For the year ended March 31,

2019 2018
- 107,285
- 111,046
. 218,331




Pidilite MEA Chemicals L.L.G.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2018
(In Arab Emirates Dirham)

17

Related party transactions (cortinued)

¢} Transactions with related parties (continued)

18

For the year ended March 31,

2019 2018
Purchases
M/s. Pidilite Industries Limited - India 25,078,361 27,358,451
M/s. Pidilite Industries Trading - Egypt 208,152 201,096
25,286,513 27,559,547
Royally expenses
M/s. Pidilite Industries Limited - India 433,633 325,689
Adminisirative expenses charqed by related pariies
M/s. Pidilite Industries Limited - India 373,621 219,316
M/s. Pidilite industries Limited - U A.E. 721,245 -
1,094,866 219,316
Other expenses charged to a related party
M/s. Pidilite Industries Limited - U AE. 4,330,887 2,862,338
Director's fee 20,000 20,000
For the year ended March 31,
2019 2018
Revenue
Revenue from contracts with customers 52,244,696 47,112,088
48.4 Disaggregated revenue information
Set out below is the disaggregation of the Entity's revenue from
contracts with customers.
Segments
Trading 37,610,688 34,828,370
Manufacturing 14,634,008 12,283,718
Total revenue from contracts with customers 52,244,696 47,112,088

The Entily has two reporting segments trading and manufacturing. The Entity sells adhesive materials
through trading segment. The Entity manufactures and sells construction chemicals through

manufacturing segment.

Geographical markets

Within U.A.E. 49,760,678 44,424 580

Within other G.C.C. countries 2,065,130 2,288,792

Others 418,888 398,716
52,244,696 47,112,088

Timing of revenue recognition

Revenue recognised at a pointin time 52,244,696 47,112,088

Total revenue from contracts with customers 52,244,696 47,112,088
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Pidilite MFA Chemicals L.L.C,
Dubai - United Arab Emirates

Notes ko the financial statements for the year ended March 31, 2019
(in Arab Emirates Dirham)

18 Revenue (continued}

19

20

18.2 Performance obligations

Information about the Entity's performance obligations are summatrized below:

Selling products

The Entity selis a range of adhesives and construction chemicals in the market. Revenue is recoghised
when control of the products has transferred, being when the products are delivered to the customer.
Delivery occurs when the products have been shipped to the customer, the risks of obsolescence and
loss have been transferred to the customer, and the customer has accepted the products in accordance
with the sales agreement and terms.

For the year ended March 31,

2019 2018
Cost of revenue
Cost of revenue : Trading 33,341,412 31,316,456
: Manufacturing 12,357 477 10,794,682
45,698,889 42 111,178
Cost of revenue : Trading
Goods held for trading at the beginning of the year 4,401,884 3,080,354
Purchases 32,922,067 32,638,026
Goods held for trading at the end of the year (note 7) (3,982,539) (4,401,884)
33,341,412 31,316,496
Cost of revenue : Manufacturing
Raw materials and packing materials at the beginning of the year 1,722,976 1,767 567
Purchases 8,829,743 6,423,671
Subcontracting expenses 1,302,665 1,076,195
Salaries and wages 1,767,563 1,651,696
Other direct expenses 654,850 695,466
Depreciation onh property, plant and equipment (note 5) 559,943 513,904
Raw and packing materials at the end of the year (note 7) {2,342,324) {1,722,876)
12,495,216 10,405,523
Finished goods at beginning of the year 652,371 1,041,530
Finished goods at the end of the year {note 7) (720,110) (652,371)
12,357,477 10,794,682
Other income
Gain on sale of property, plant and equipment 34,725 19,999
Sale of scrap 22,789 4,868
Foreign currency exchange gain 18,933 -
Others 52 -
76,499 24,867
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Pidilite MEA Chemicals L.L.C.
Dubai - United Arab Emirates

Notes to the financial statements for the year ended March 31, 2019
{In Arab Emirates Dirham)

For the year ended March 31,

2019 2018
21 Selling and distribution expenses
Salaries and benefits 1,087,737 1,449,002
Advertisement and business promotion 795,425 657,059
Royalty expenses 433,633 325,689
Distribution expenses 1,976,583 1,056,607
Others 68,666 43,024
4,362,044 3,531,381
22 Administrative expenses
Salaries and related benefits 2,588,410 3,143,322
Rent 590,555 531,105
Legal, professional and refated expenses 1,433,560 1,155,430
Vehicle running and maintenance 157,981 163,299
Telephone and communication 142,127 162,784
Utilities 111,508 100,351
Repairs and maintenance 101,811 111,602
Printing and stationery 71,965 53,545
Security service charges 96,000 96,000
Bad debts written off - 637,749
Travefling 72,133 62,025
Depreciation on property, plant and equipment (note 5) 1,521,521 1,486,698
Allowances for slow moving inventories (note 7) 262,676 287,805
impairment of trade receivables (note 8) 660,563 827,103
Impairment of amounts due from a related party (note 17) - 143,073
Bank charges 379,025 245,529
Others 63,521 65,447
8,253,356 9,372,867
23 Finance costs
Bank interest 625,880 508,996
625,880 508,996

24 Financial instruments

a) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recogrition,
the basis of measurement and the basis on which income and expenses are recoghised, in respect of
each class of financial asset and financial liability are disclosed in note 4 to the financial statements.
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25

Financial instruments (continued)

b} Fair value of financial assets and financial liabilities that are not measured at fair value on recurring

basis,
As at iarch 31, As at March 31,
2019 2018 2019 2018
Carrying amount Fair value
Financial assetfs |
Trade receivables 18,818,796 17,656,726 18,818,796 17,656,726
Deposits and other receivables 507,742 501,162 507,742 501,162
Cash balances 5,996 18,010 5,996 18,010
19,332,534 18,175,898 19,332,534 18,175,898
Financial liabilities
Bank borrowings 16,912,168 15,692,352 16,912,168 15,692,352
Due to related parties 9,723,965 9,288,061 9,723,965 9,288,061
Trade and other payables 5,462,020 4,838,458 5,462,020 4,838,458

32,098,153 29,818,871 32,098,153 29,818,871

Financial instruments comprises of financial assets and financial liabilities.

The fair value of the financial assets and liabilities is included at the amount at which the instrument
could be exchanged in a current transaction between knowledgeable and willing parties.

Financial assets consist of trade receivables, deposits and other receivables and cash balances.
Financial iabiliies consist of trade and other payables, bank borrowings and due to related parties.

As at the reporting date, financial assets and financial liabilities approximates their carrying values.

Financial risk management objectives

The Entity management set out the Enfity's overall business strategies and its risk management
philosophy, The Entity's overall financlal risk management program seeks to minimize pofential adverse
effects on the financiaf performance of the Entity. The Entity policies include financial risk management
policies covering specific areas, stich as market risk (including forelgn exchange risk, interest rate risk},
liquidity risk and credit risk. Periodic reviews are undertaken to ensure that the Entity's policy guidelines
are complied with.

There has been no change fo the Entity’s exposure to these financial risks or the manner in which it
manages and measures the risk.

The Entity is exposed to the following risks related to financial instruments. The Entity has not framed
formal risk management policies, however, the risks are monitored by management on a continuous
basis. The Entity does not enter into or trade in financial instruments, investment in securities, including
derivative financial instruments, for speculative or risk management purposes.

a) Foreign currency risk management

The Entity undertakes certain transactions denominated in foreign currencies. Hence, exposures to
exchange rate fluctuations arise.

The carrying amounts of the Entity's monetary assets and liabilities denominated in foreign currencies
other than in Arab Emirates Dirham or currencies to which the Dirham is fixed are as follows:
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25 Financial risk management objectives (continued)
a) Foreign currency risk management (continued)

Equivalent to AED

Liabilities Assets

2019 2018 2019 2018

Euro 242,956 - - -

The following table details the Entity's sensitivity to a 2% increase or decrease in the functional currency
against the relevant foreign currencies. 2% is the sensitivity rate used for reporting foreign currency risk
internally to key management personnel and represents management's assessment of the reasonable possible
change in foreign exchange rates. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their transiation at the period end for a 2% change in foreign currency
rates. A positive or negative number below indicates an increase or decrease in profit or loss where the
functional currency weakens 2% against the relevant currency. For a 2% strengthening of the functional
currency against the relevant currency, there would be an equal and opposite impact on the profit or loss, and
the halances below would be negative.

Profit or loss

2019 2018

Euro {4,859) -

b) Interest rate risk management

The Entity's exposure to the risk of changes in market interest rates relates primarily to the Entity's borrowings
with floating interest rates. The Entity's policy is to manage its interest cost using a mix of fixed and variable
rate debts. Interest on financial instruments having floating rates is re-priced at intervals of less than one year
and interest on financial instruments having fixed rate is fixed until the maturity of the instrument.

Interest rate sensitivity analysis

The sensitivity analysis below have been determined based on the exposure to interest rates for non-derivative
instruments at the reporting date. For floating rate liabilities, the analysis is prepared assuming the amount of
liability outstanding at the reporting date was outstanding for the whole year. A 50 basis point increase or
decrease is used for reporting interest rate risk internally to key management personnel and represents
management's assessment of the reasonable possible change in interest rates.

If interest rates had been 50 basis points higher/(fower) and all other variables were held constant, the Entity's
profit for the year then ended would (decrease)/increase by AED 84,561 (2018: {decrease)fincrease by AED
78,462).

c) Liguidity risk management

Ultimate responsibility for liquidity risk management rests with the management which has built an appropriate
liquidity risk management framework for the management of the Entity’s short, medium and long-term funding
and liquidity management requirements. The Entity manages liquidity risk by maintaining adequate reserves,
continuously monitoring forecast and actual cash flows and matching the maturity profiles of financial assets
and liabilities.

The Entity's objective is to maintain a balance between continuity of funding and flexibility through the use of
pank loans and equity from shareholders through their current accounts or loans.
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28 Financial risk management objectives (continued)
c) Liguidity risk management (continued)
Liquidity and inferest risk table:
The table below summarises the maturity profite of the Entity’s financial assets and financial liabilities. The
contractual maturities of the financial assets and financial liabilities have been determined on the basis of the

remaining period at the financial position date to the contractual maturity date. The maturity profile of the assets
and liabilities at the financiat position date based on contractual repayment arrangements were as follows:

interest bearing Non Interest bearing
On demand More On demand
oriess than  Within than1  orless than Within 1 More than 4
Particulars 3 months 1 year year 3 months year year Total

As at March 31, 2018

Financial assets

Trade receivables - - - - 18,818,796 - 18,818,796

Deposits and other

receivables - - - - 507,742 - 507,742

Cash balances - - - 5,996 - 5,896

- - - 5,986 19,326,538 - 19,332,534

Financial liabilities

Bank borrowings 16,912,188 - - - - - 16,912,168

Due to related

parties - - - - 9,723,965 - 9,723,965

Trade and other

payables - - - - 5,462,020 - 5,462,020
16,912,168 - - - 15,185,985 “ 32,008,153

As at March 31, 2018

Financial assets

Trade receivables - - - - 17,666,726 - 17,658,726

Deposits and other

receivables - - - - 501,162 - 501,162

Cash balances - - - 18,010 - - 18,010

- - - 18,010 18,157,888 - 18,175,898

Financial liabilities

Bank borrowings 15,692,352 - - - - 15,692,352

Due to related

parties - - - - 0,288,061 - 9,288,061

Trade and other

payables - - - - 4,838,458 - 4,838,458
15,692,352 - - - 14,126,519 - 29,818,871
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Financial risk management objectives {continued)

d) Credit risk management

26

Credit risk refers to the risk that the counterparty will default on its confractual obligations resulting in financial
loss to the Entity. The Entity has adopted a policy of only dealing with creditworthy counterparties. The Entity's
exposute are continuously monitored and their credit exposure is reviewed by the managerent regularly.

Trade receivables consist of a few number of customers, Ongoing credit evaluation is performed on the
financial condition of trade receivables. Further details of credit risks on trade and other recelvables are
discussed in notes 8 and 9 to the financial statements.

The eredit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned
by international credit-rating agencies.

The carrying amounts of the financial assets recorded in the financial statements, which is net of impairment
losses, represents the Entity's maximum exposure to credit risks,

Capital risk management

The Entity manages its capital fo ensure that it will be able to continue as a going concern while maximizing the
return to stakeholders through the optimization of the equity balance. The Entity’s overall strategy remains
unchanged from prior year.

The Entity monitors capital on the basis of the gearing ratic. The ratio is calculated as net debt divided by
equity. Net debt is calculated as total borrowings (including current and non-current borrowings) less cash and
cash equivalents. Total capital is equivalent to total equity as shown in the statement of financial position.
Gearing ratio
The gearing ratio at the year end was as follows:

As at March 31,

2019 2018
Debt (i) 16,912,168 15,692,352
Cash and cash equivalents (5,996) (18,010}
Net debt 16,906,172 15,674,342
Equity (i) 17,404,805 21,245,779
Net debt to equity ratio 1:1 34

iy Debt is defined as bank borrowings as detailed in note 14.

ii) Equity include all capital and accumulated (losses) of the Entity including shareholder's loan.
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Contingent liabilities
As at March 31,

2019 2018

Letter of credit 88,276 -

Except for the above and ongoing business obligations which are under normal course of business, there has
heen no other known contingent liability on the Entity's financial statements as of the reporting date.
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Operating lease commitments

a) Operating lease commitments

29

30

Operating lease relates to office, plant and warehouse premises at Plot No. 587 - 425 leased from M/s. Dubai
investments Park Development Company L.L.C. located at Dubai Investments Park, Dubai - United Arab
Emirates (note 5). The Entity does hot have an option to purchase the leased asset at the expiry of lease period.

As at March 31,
2019 2018
Operating lease commitments:
Not longer than 1 year 568,680 560,556
Longer than 1 year and not longer than & years 2,274,720 2,274,720
Longer than 5 years 6,918,940 7.487,620

Except for the above and ongoing business obligations which are under normal course of business, there has
been no other known commitment on the Entity's financial statements as of the reporting date.

Commitmenis

Except for the ongoing business commitments which are under normal course of business, there has been no
other known commitment on Entity's financial statements as of reporting date.

Rectassification

During the year, the management has done cettain reclassifications on the statement of profit or loss for better
presentation.

2018 2018

Previously Currently

reported  Reclassification  reporied
Reclassifications in cost of revenue 42,164,202 (43,024) 42,111,178
Reclassifications in selling and distribution expenses 3,488,357 43,024 3,531,381
Reclassifications in administrative expenses 9,127,338 245,529 9,372,867
Reclassifications in finance costs 754,525 (245,529) 508,996
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