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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

1.

Corporate Information

SHREE GLOBAL FZE ("the Company") is a Free Zone Establishment established vide
certificate of Formation No. 199340 dated 7th May, 2018. Registered office address of the
Company is Office LB13117, Jebel Ali, Dubai, UAE. The Company is governed by Jebel Ali
Free Zone Companies Implementing Regulations, 2016.

The consolidated financial statements comprise financial statements of Shree Global FZE (“the
Company™) and its subsidiaries together referred to as “the Group”.

Financial statements incorporate the activities carried by the Company and its subsidiaries. The
principal activities of the Group comprise of manufacturing of cement, wholesale and retail sale
of cement, gypsum and general trading and investment and management activities.

The sole shareholder of the Company is Shree Cement Limited. Shree Cement Limited is a
public limited company domiciled in India and is incorporated under the provisions of the
Companies Act applicable in India. Its shares are listed at BSE Limited and National Stock
Exchange of India Limited in India. Mr. Vijay Somani is the Manager of the Company.

Statement of Compliance

These consolidated financial statements (hereinafter referred as “financial statements”) of the
Group have been prepared in accordance with International Financial Reporting Standards
(IFRS) and applicable requirements of the UAE Federal Law No. (2) of 2015.

The financial statements of the Group are prepared for the first accounting period commencing
from 7th May, 2018 to 3 1st March, 2019.
Application of new and revised International Financial Reporting Standards (“IFRS”)

a) New and revised IFRS applied with no material effect on_ conselidated financial
statements

The following new and revised [FRS, which became effective for annual periods beginning on or
after 1 January 2018, have been adopted in these financial statements. The application of these
revised/new IFRS has not had material impact on the amounts reported for the current period.
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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

Impact of initial application of IFRS 9 Financial Instruments

In the current period, the Group has applied IFRS 9 Financial Instruments (as revised in
July 2014) and the related consequential amendments to other IFRS Standards that are
effective for an annual period that begins on or after 1 January 2018, This being the first
financial period of the Group, there is no impact on the financial statements on adoption
of IFRS 9.

Impact of application of IFRS 15 Revenue from Contracts with Customers

In the current period, the Group has applied IFRS 15 Revenue from Contracts with
Customers (as amended in April 2016), which is effective for an annual period that begins
on or after 1 January 2018. IFRS 15 introduced a S step approach to revenue recognition.
Far more prescriptive guidance has been added in IFRS 15 to deal with specific scenarios.

The Group’s accounting policies for its revenue streams are disclosed in detail in Note 4
(h) below. Apart from providing more extensive disclosures for the Group’s revenue
transactions, the application of IFRS 15 has not had a significant impact on the financial
position and/or financial performance of the Group.

Annual Improvements to IFRS Standards 2014 — 2016 Cycle amending [FRS 1 First-time
Adoption of International Financial Reporting Standards and IAS 28 Investments in
Associates and Joint Ventures (2015),

Amendments to IFRS 2 Share Based Payment regarding classification and measurement
of share based payment transactions.

Amendments to [FRS 7 Financial Instruments: Disclosure relating to disclosures about
the initial application of IFRS 9.

Amendments to IAS 40 Investment properties clarifying transfers of property to, or from
investment property.

Amendments to [FRS 4 Insurance contracts applying IFRS 9 Financial instruments with
[FRS 4 Insurance Contracts.

IFRIC 22 Foreign Currency Transactions and Advance Consideration.
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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

b} New and revised IFRS in issue but not vet effective and net early adopted

The Group has not early applied the following new standards, amendments and interpretations that
have been issued but are not yet effective:

New and revised IFRS Effective for
annual periods
beginning on or

after*

IFRS 16 Leases 1 April 2019

IFRS 16 specifies how an IFRS reporter will recognise, measure, present and

disclose leases. The standard provides a single lessee accounting model,

requiring lessees to recognise assets and liabilities for all leases unless the

lease term is 12 months or less or the underlying asset has a low value. Lessors

continue to classify leases as operating or finance, with [FRS 16’s approach to

lessor accounting which is substantially unchanged from its predecessor, IAS

17.

Impact assessment of IFRS 16 Leases

The Group is continuing to assess the impact of the changes and currently
consider that it is likely to have a material impact on its adoption. This
assessment is based on currently available information and is subject to change
that may arise when the group present its consolidated financial statement for
next reporting date.

IFRIC 23 Uncertainty over Income Tax Treatments | April 2019
The interpretation addresses the determination of taxable profit (tax loss), tax
bases, unused tax losses, unused tax credits and tax rates, when there is
uncertainty over income tax treatments under IAS 12. It specifically considers:
. Whether tax treatments should be considered collectively;
. Assumptions for taxation authorities’ examinations;
’ The determination of taxable profit (tax loss), tax bases, unused tax
losses, unused tax credits and tax rates; and
. The effect of changes in facts and circumstances.

Amendments to IFRS 9 Financial Instruments: Relating to prepayment features 1 April 2019
with negative compensation. This amends the existing requirements in [FRS 9

regarding termination rights in order to allow measurement at amortised cost

(or, depending on the business model, at fair value through other

comprehensive income) even in the case of negative compensation payments

Amendments to [AS 28 Investment in Associates and Joint Ventures: Relating 1 April 2019
to long-term interests in associates and joint ventures. These amendments

clarify that an entity applies IFRS 9 Financial Instruments to long-term

interests in an associate or joint venture that form part of the net investment in

the associate or joint venture but to which the equity method is not applied.
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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

New and revised IFRS Effective for
annual periods
- beginning on or

after*
Annual Improvement to IFRS 2015-2017 Cycle amending IFRS 3, IFRS 11, 1 April 2019
IAS 12 and 1AS 23
The amendments in Plan Amendment, Curtailment or Settlement 1 April 2019

(Amendments to [AS 19) are:

e If a plan amendment, curtailment or settlement occurs, it is now
mandatory that the current service cost and the net interest for the period
after the re measurement are determined using the assumptions used for
the re measurement.

s In addition, amendments have been included to clarify the effect of a
plan amendment, curtailment or settlement on the requirements
regarding the asset ceiling.

Definition of a Business (Amendments to IFRS 3) 1 April 2020
The amendments in definition of a Business (Amendments to IFRS 3) are
changes to Appendix A Defined terms, the application guidance, and the
illustrative examples of IFRS 3 only. They:

¢ clarify that to be considered a business, an acquired set of activities and
assets must include, at a minimum, an input and a substantive process
that together significantly contribute to the ability to create outputs;

e narrow the definitions of a business and of outputs by focusing on goods
and services provided to customers and by removing the reference to an
ability to reduce costs;

¢ add guidance and illustrative examples to help entities assess whether a
substantive process has been acquired;

¢ remove the assessment of whether market participants are capable of
replacing any missing inputs or processes and continuing to produce
outputs; and

¢ add an optional concentration test that permits a simplified assessment
of whether an acquired set of activities and assets is not a business.

Definition of Material (Amendments to IAS 1 and IAS 8) 1 April 2020
The amendments in Definition of Material (Amendments to IAS 1 and IAS 8)

clarify the definition of ‘material’ and align the definition used in the

Conceptual Framework and the standards.

IFRS 17 Insurance Contracts requires insurance liabilities to be measured at a 1 April 2021
current fulfilment value and provides a more uniform measurement and

presentation approach for all insurance contracts. These requirements are

designed to achieve the goal of a consistent, principle-based accounting for

insurarnce contracts.

Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Effective date
Investments in Associates and Joint Ventures (2011) relating to the treatment deferred
of the sale or contribution of assets between investor and its associate or joint indefinitely
venture,

* Annual period applicable to the Group.
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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

b)

Management anticipates that these new standards, interpretations and amendments will be
adopted in the Group’s consolidated financial statements as and when they are applicable and
adoption of these new standards, interpretations and amendments, may have no material impact
except IFRS 16, on the consolidated financial statements of the Group in the period of initial
application. The Group is evaluating effect of these new standards, interpretations and
amendments on its consolidated financial statements.

Significant Accounting Policies
Basis of Accounting

The Consolidated Financial statements have been prepared on a historical cost basis, except for
the following:

* Employee’s defined benefit plan measured as per actuarial valuation.

Historical cost is generally based on the fair value of the consideration given in exchange for
goods and services.

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 under current market
conditions, regardless of whether that price is directly observable or estimated using another
valuation technique. In determining the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market participants would take those
characteristics into account when pricing the asset or liability at the measurement date.

The financial statements are presented in Arab Emirates Dirham (“AED”) and all values are
rounded to the nearest thousands, except otherwise indicated.

The principal accounting policies are set out below:

Principles of Consolidation:

The Subsidiaries considered in the preparation of these Consolidated Financial Statements are:

Sr.No. Name of the Subsidiary Company Country of Beneficial and
Incorporation controlling
interest as at
31.03.2019
1 Shree Enterprises Management Limited UAE 100% (Beneficially
Owned)
2 Shree International Holding Limited UAE 100%
3 Union Cement Company PJSC (w.e.f. 11.07.18) UAE 97.61%
4 Union Cement Norcem Co. Ltd. L.L.C. (w.e.f. UAE 60%
11.07.18)
14




Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

a)

b)

d)

e)

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and
ceases when the Company loses control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included in the consolidated income
statement and consolidated statement of comprehensive income from the date the Company gains
control until the date when the Company ceases to control the subsidiary.

Control is achieved when the Company:

o has power over the investee;

o is exposed, or has rights, to variable returns from its involvement with the
investee; and

o has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts or circumstances indicate
that there are changes to one or more of the three elements of control listed above.

The Consolidated Financial Statements of the Group are prepared on following basis:

The Consolidated Financial Statements are prepared in accordance with IFRS 10- “Consolidated
Financial Statements”.

The Financial Statements of the Company and its Subsidiary Companies are combined on a line-
by-line basis by adding together the like items of assets, liabilities, income and expenses. Intra
group balances and transactions and any unrealized profits or losses arising from the intra group
transactions are eliminated. Unrealized losses are eliminated in the same way as unrealized
gains, but only to the extent that there is no evidence of impairment.

Non-Controlling Interest (NCI) are measured at their proportionate share of the acquiree’s net
identifiable assets at the date of acquisition.

Profit or loss and each component of other comprehensive income are attributed to the owners of
the Company and to the non-controlling interests. Total comprehensive income of subsidiary is
attributed to the owners of the Company and to the non-controlling interests even if this results in
the non-controlling interests having a deficit balance.

The financial statements of each subsidiary within the Group are prepared for the same reporting
period as the Group, using consistent accounting policies.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with the Group’s accounting policies.
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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

8)

h)

i)

When the Company has less than a majority of the voting rights on an investee, it has power over
the investee when the voting rights are sufficient to give it the practical ability to direct the
relevant activities of the investee unilaterally. The Company considers all relevant facts and
circumstances in assessing whether or not the Company’s voting rights in an investee are
sufficient to give it power, including:

s the size of the Company’s holding of voting rights relative to the size and dispersion of
holdings of the other vote holders;
potential voting rights held by the Company, other vote holders or other parties;
rights arising from other contractual arrangements; and
any additional facts and circumstances that indicate that the Company has, or does not have,
the current ability to direct the relevant activities at the time that decisions need to be made,
including voting patterns at previous shareholders’ meetings.

Changes in the Group’s interest in subsidiaries that do not result in a loss of control are
accounted for as equity transactions. The carrying amount of the Group’s interest and the non-
controlling interest are adjusted to reflect the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-controlling interest are adjusted and the
fair value of the consideration paid or received is recognized directly in equity and attributed to
the owners of the Group.

When the Group loses the control of the subsidiary, the gain or loss on disposal recognized in
profit or loss is calculated as difference between:

e the aggregate of the fair value of the consideration received and fair value of any retained
interest and

e the previous carrying amount of the assets (excluding goodwill), less liabilities of the
subsidiary and any non- controlling interests.

All amount previously recognized in other comprehensive income in relation to that subsidiary
are accounted for as if the Group had directly disposed of the related assets or liabilities of the
subsidiary (i.e. reclassified to profit or loss or transferred to another category of equity/permitted
by applicable IFRS standards).The fair value of any retained interest in the former subsidiary at
the date when control is lost is regarded as the fair value on initial recognition for subsequent
accounting under IFRS 9- Financial Instruments when applicable, or the cost on initial
recognition of an investment in an associate or joint venture.
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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

c)

d)

Classification of Assets and Liabilities into Current/Non-Current

The Group has ascertained its operating cycle as twelve months for the purpose of Current/Non-
Current classification of its Assets and Liabilities.

For the purpose of consolidated statement of financial position, an asset is classified as current if:

1. It is expected to be realized, or is intended to be sold or consumed, in the normal operating
cycle; or

2. [Itis held primarily for the purpose of trading; or

It is expected to realize the asset within twelve months after the reporting period; or

4. The asset is a cash or cash equivalent unless it is restricted from being exchanged or used to
settle a liability for at least twelve months after the reporting period.

All other assets are classified as non-current.

A FS]

Similarly, a liability is classified as current if:

It is expected to be settled in the normal operating cycle; or

It is held primarily for the purpose of trading; or

It is due to be settled within twelve months after the reporting period; or

The Group does not have an unconditional right to defer the settlement of the liability for at
least twelve months after the reporting period.

bl ol

All other liabilities are classified as non-current.

Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment, if
any. Cost comprises of purchase price and directly attributable cost (net of credit availed, if any)
of acquisition/bringing the asset to its working condition for its intended use.

The carrying amount of any component accounted for as a separate asset is derecognized when
replaced. All subsequent costs are charged to statement of profit and loss unless it is probable
that future economic benefits associated with the item will flow to the Group and the cost of the
item can be measured reliably.

17




Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

Capital work in progress is carried at cost and directly attributable expenditure during
construction period which is allocated to the property, plant and equipment on the completion of
project. Advances given towards acquisition or construction of property, plant and equipment
outstanding at each reporting date are disclosed as Capital advances under “other non- current
assets”.

Depreciation is provided on Straight Line Method (SLM) over the estimated useful lives of the
assets. Estimated useful lives of the assets are as follows:

Nature of Asset Estimated Useful Lives
Plant & Machinery 3-30 Years
Buiiding 20-35 Years
Vehicles 5-6 Years

Office Equipment 3-6 Years
Furniture & Fixtures 10 Years

Depreciation on additions is provided on a pro-rata basis from the date of installation or
acquisition and in case of Projects from the date of when it is ready for intended use.
Depreciation on deduction/disposals is provided on a pro-rata basis upto the date of
deduction/disposal.

Gains or losses arising from de-recognition of assets are measured as the difference between the
net disposal proceeds and the carrying amount of the asset and are recognized in the
Consolidated Statement of Profit and Loss when the asset is disposed and / or derecognized.

The residual values, useful lives and method of depreciation of property, plant and equipment are
reviewed at each financial year end and adjusted prospectively, if appropriate.

Intangible Assets

Intangible assets are stated at cost less accumulated amortization and impairment, if any. Cost
comprises of purchase price and directly attributable cost (net of credit availed, if any) of
acquisition/bringing the asset to its working condition for its intended use.

Amortization is provided on a Straight Line Method over estimated useful lives. Estimated useful
lives of the assets are as follows:

Nature of Asset Estimated Useful Lives
Software 10 Years

Expenditure on research phase is recognized as an expense when it is incurred. Expenditure on
development phase which results in creation of assets is included in related assets.

The residual values, useful lives and method of amortization of Intangible assets are reviewed at
each financial year end and adjusted prospectively, if appropriate.

18




Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

f

g)

Borrowing Costs

Borrowing costs directly attributable to the acquisition / construction of a qualifying asset that
necessarily takes substantial period of time to get ready for its intended use are capitalized as part
of the cost of the asset. All other borrowing costs are expensed in the period in which they occur.
Borrowing cost consists of interest and other costs that an entity incurs in connection with the
borrowing of funds. Borrowing cost also includes exchange differences to the extent regarded as
an adjustment to the borrowing cost.

Impairment of Non-Financial Assets

At the end of each reporting period, the Group 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). When it is not possible to estimate
the recoverable amount of an individual asset, the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs. When a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal 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.

If the recoverable amount of an asset (or cash- generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognized immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease.

When an impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognized for the asset (cash-generating unit) in prior years. A
reversal of an impairment loss is recognized immediately in profit or loss, unless the relevant
asset is carried at a revalued amount, in which case the reversal of the impairment loss is treated
as a revaluation increase.
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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

h) Revenue Recognition

Revenue is recognized to depict the transfer of promised goods or services to customers.
Revenue is measured based on the consideration to which the Group expects to be entitled in a
contract with the customer and excludes amount collected on behalf of third party. Revenue from
sale of goods is recognized when products are delivered to the customers. Delivery occurs when
the product has been shipped to the customers, the risks of obsolescence and loss have been
transferred to customers and either the customer has accepted the products in accordance with
sales arrangement. Revenue is disclosed net of VAT, discounts, volume rebates and returns, as
applicable.

During the current period, the Group has adopted IFRS 15- Revenue from Contracts with
customers.

IFRS 15 “Revenue from Contracts with Customers” outlines a single comprehensive model of
accounting for revenue arising from contract with customers and supersedes revenue recognition
guidance found across several standards and interpretation with I[FRSs. It establishes a new five
step model that will apply to revenue arising from contracts with customers.

Step 1: Identify the Contract with a customer: A contract is defined as an agreement between two
or more parties that creates enforceable rights and obligation and sets out the criteria for each of
those rights and obligation.

Step 2: Identify the performance obligation in contract: A performance obligation in a contract is
a promise to transfer goods or services to the customer.

Step 3: Determine the transaction price: Transaction price is amount of consideration to which
the Group expects to be entitled in exchange for transferring the promised goods or services to a
customer, excluding amount collected on behalf of third parties.

Step 4: Allocate the transaction price to the performance obligations in the contract: For a
contract that has more than one performance obligation, the Group will allocate the transaction
price to each performance obligation in an amount that depicts the consideration to which the
Group expects to be entitled in exchange for satisfying each performance obligation.

20




Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

i)

Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.

The Groups determines whether it satisfies performance obligation by transferring control of a
promised goods or services over time or at a point in time to the customer. A performance
obligation is satisfied at a point in time unless it meets one of the following criteria, in which
case, it is satisfied over time:

e The customer simultaneously receives and consumes the benefits provided by the Group’s
performance as the Group perform

e The Group’s performance creates or enhances an asset that the customer controls as the asset
is created or enhanced

s The Group’s performance does not create an asset with an alternative use to the group and
the Group has an enforceable right to payment for performance completed to date.

The Group assesses its revenue arrangements against specific criteria to determine if it is acting
as principal or agent and has concluded that it is acting as a principal in all of its revenue
arrangements.

Dividend and Interest Income

¢ Dividend income is recognized when the right to receive the payment is established.

¢ Interest income is recognized using the Effective Interest Rate (EIR) method.

Employee Benefits

1) Defined Contribution Plan

U.A.E. national employees of the Group are members of the Government-managed
retirement pension and social security benefit scheme pursuant to Federal Labour Law
No. 7 of 1999. The Group is required to contribute 12.5% of the “contribution calculation
salary” of payroll costs to the retirement benefit scheme to fund the benefits. The
employees and the Government contribute 5% and 2.5% of the “contribution calculation
salary” respectively, to the scheme. The only obligation of the Group with respect to the
retirement pension and social security scheme is to make the specified contributions
(12.5%). The contributions are charged to profit or loss in the year in which the employee
render the related services.
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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

)

2) Defined Benefit Plan

End of Service Benefit due to non-UAE national employees in accordance with UAE
Labour Law is considered as defined benefit plan and is provided for on the basis of an
actuarial valuation, using the projected unit credit method, as at the date of the statement
of financial position. Defined benefit costs are categorized as follows:

e service cost (including current service cost, past service cost, as well as gains and
losses on curtailments and settlements);

* net interest expense or income; and

® re-measurement

The Group presents the first two components of defined benefit costs in profit or loss in
the line item ‘Employee benefits expense’.

Re- measurement, comprising of actuarial gains and losses, the effect of the asset ceiling,
excluding amounts included in net interest on the net defined benefit liability and the
return on plan assets (excluding amounts included in net interest on net defined benefit
liability), are recognized immediately in the Statement of Financial Position with a
corresponding debit or credit to retained earnings through Other Comprehensive Income
(OCI) in the period in which they occur. Re- measurements are not reclassified to profit
or loss in subsequent periods.

3} Other Long Term Benefits

Encashable leave are provided for on the basis of an actuarial valuation, using the
projected unit credit method, as at the date of Statement of Financial Position. Actuarial
gains/losses, if any, are recognized in the profit or loss in the year in which they arise.

Foreign Currency Transaction

[tems included in the consolidated financial statements are measured using the currency of the
primary economic environment in which the entity operates (the ‘functional currency’). The
Group’s financial statements are presented in Arab Emirates Dirhams (“AED”), which is also
Group’s functional currency.

Foreign currency transactions are initially recorded in the functional currency, using the
exchange rate at the date of transaction.

At each reporting date, foreign currency monetary items are reported using the closing exchange
rates. Non-Monetary items, which are carried in terms of historical cost denominated in a
foreign currency, are reported using the exchange rate at the date of transaction.

Exchange difference arising on the settlement of monetary items or on reporting monetary items
at rates different from those at which they were initially recorded during the year, or reported in
previous financial statements, are recognized as income or as expense in the year in which they
arise.
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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

k) Inventories

1.

Raw Materials, Stores & Spare Parts, Packing Materials and Fuel

These are valued at lower of cost and net realizable value. Materials and other items held
for use in the production of inventories are not written down below cost if the finished
products in which they will be incorporated are expected to be sold at or above cost. Cost
is determined on a weighted average basis.

Work-in-progress and Finished goods

These are valued at lower of cost and net realizable value. Cost includes direct materials
and labour and a proportion of manufacturing overheads based on normal operating
capacity. Cost is determined on a weighted average basis.

Net realizable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and estimated costs necessary to make the sale.

) Provisions and Contingencies

1)

2)

Provisions

Provisions are recognized when the Group has a present obligation (legal or
constructive) as a result of a past event and it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required
to settle the present obligation at the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation.

If the effect of time value of money is material, provisions are discounted using
equivalent period government securities interest rate. When discounting is used, the
increase in the provision due to the passage of time is recognized as a finance cost.
Provisions are reviewed at each reporting date and are adjusted to reflect the current
best estimates.

Contingencies

Contingent liabilities are disclosed when there is a possible obligation as a result of past
events, the existence of which will be confirmed only by the occurrence or non -
occurrence of one or more uncertain future events not wholly within the control of the
Group or when there is a present obligation that arises from past events where it is either
not probable that an outflow of resources will be required to settle or a reliable estimate
of amount cannot be made. Contingent assets are not recognized.
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Shree Global FZE and its Subsidiaries

Notes Forming Part of the Consolidated Financial Statement for the Period ended 31 March 2019

m) Leases

At the inception of a lease, the lease arrangement is classified as either a finance lease or an
operating lease, based on the substance of the lease arrangement.

1) Assets Taken on Finance Lease

A lease that transfers substantially all the risks and rewards incidental to ownership to the
Group is classified as a finance lease. A finance lease is recognized as an asset and a
liability at the commencement of the lease, at the lower of the fair value of the asset and
the present value of the minimum lease payments. Initial direct costs, if any, are also
capitalized and, subsequent to initial recognition, the asset is accounted for in accordance
with the accounting policy applicable to that asset. Minimum lease payments made under
finance leases are apportioned between the finance expense and the reduction of the
outstanding liability. The finance expense is allocated to each period during the lease
term so as to produce a constant periodic rate of interest on the remaining balance of the
liability.

2) Operating Lease
Leases other than finance leases are operating leases. Amounts paid under operating
leases are recognized in the consolidated statement of profit and loss on a straight-line
basis over the period of the lease.

n) Business Combination

The Group applies the acquisition method in accounting for business combinations. The
consideration transferred by the Group to obtain control of a business is calculated as the sum of
the fair values of assets transferred, liabilities incurred and the equity interests issued by the
Group as at the acquisition date i.e. date on which it obtains control of the acquiree which
includes the fair value of any asset or liability arising from a contingent consideration
arrangement. Acquisition-related costs are recognized in the profit or loss as incurred, except to
the extent related to the issue of debt or equity securities.

Identifiable assets acquired and liabilities assumed in a business combination are measured
initially at their fair values on acquisition-date.

Intangible Assets acquired in a Business Combination and recognized separately from Goodwill
are initially recognized at their fair value at the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired in a Business Combination are
reported at cost less accumulated amortization and accumulated impairment losses, on the same
basis as intangible assets that are acquired separately.

Goodwill is measured as the excess of the aggregate of the consideration transferred and the

amount recognized for non-controlling interests, and any previous interest held, over the net
identifiable assets acquired and liabilities assumed.
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D

If the fair value of the net assets acquired is in excess of the aggregate consideration transferred,
the excess is termed as Gain on Bargain Purchase. In case of a Bargain Purchase, before
recognizing a gain in respect thereof, the Group determines whether there exists clear evidence
of the underlying reasons for classifying the business combination as a bargain purchase.
Thereafter, the Group reassesses whether it has correctly identified all the assets acquired and
liabilities assumed and recognizes any additional assets or liabilities that are so identified, any
gain thereafter is recognized in profit or loss immediately. If there does not exist clear evidence
of the underlying reasons for classifying the Business combination as a bargain purchase, the
Group recognizes the gain, after reassessing and reviewing, directly in profit or loss.

Contingent consideration is classified either as equity or financial liability. Amount classified as
financial liability are subsequently re-measured to fair value with changes in fair value
recognized in profit or loss.

Financial Instruments

Financial assets and financial liabilities are recognized when an entity in the Group becomes a
party to the contractual provisions of the instruments.

Financial Assets

Initial Recognition and Measurement

All financial assets are recognized initially at fair value plus, in the case of financial assets not
recorded at fair value through profit or loss, transaction costs that are attributable to the
acquisition of the financial assets.

These include trade receivables, cash and cash equivalents, other bank balances, deposits and
other financial assets.

All regular way purchases or sales of financial assets are recognized and derecognized on a trade
date basis. Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or convention in the
marketplace.

All recognized financial assets are measured subsequently in their entirety at either amortized
cost or fair value, depending on the classification of the financial assets.

Classification and Subsequent Measurement

Financial assets are subsequently measured at amortized cost or fair value through other
comprehensive income or fair value through profit or loss depending on its business model for
managing those financial assets and the asset contractual cash flow characteristics.
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a)

b)

c)

Financial Assets at Amortized Cost

A financial asset is subsequently measured at amortized cost if it is held within a business
model whose objective is to hold the asset in order to collect contractual cash flows and the
contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

Financial Assets at Fair Value Through Other Comprehensive Income

A financial asset is subsequently measured at fair value through other comprehensive income
if it is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets and the contractual terms of the financial
asset give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Financial Assets at Fair Value Through Profit or Loss
A financial asset which is not classified in any of the above categories is classified as fair
valued through profit or loss.

Reclassification of Financial Asset

If the business model under which the Group holds the financial assets changes, the financial
assets affected are reclassified. If the Group reclassifies financial assets, it applies the
reclassification prospectively from the reclassification date which is the first day of the
immediately next reporting period following the change in business model.

Derecognition of Financial Asset

The Group derecognizes a financial asset only when the contractual rights to the cash flows
from the asset expires or it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity and does not retain control of the asset.

Impairment of Financial Assets

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an Expected Credit Loss model
(ECLs). The Group recognizes loss allowances for expected credit losses on the following
financial instruments that are not measured at FVTPL:

o Cash and bank balances;
o Other bank balances; and
o Trade receivables
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With the exception of Purchased or Originated Credit Impaired (POCI) financial assets
(which are considered separately below), ECLs are required to be measured through a loss
allowance at an amount equal to:

e 12-month ECL, i.e. lifetime ECL that result from those default events on the financial
instrument that are possible within 12 months after the reporting date, (referred to as
Stage 1); or

o full lifetime ECL, i.e. lifetime ECL that result from all possible default events over
the life of the financial instrument, (referred to as Stage 2 and Stage 3).

o A loss allowance for full lifetime ECL is required for a financial instrument if the
credit risk on that financial instrument has increased significantly since initial
recognition. For all other financial instruments, ECLs are measured at an amount
equal to the 12-month ECL.

The Group has elected to measure loss allowances for cash and cash equivalents and trade
and other receivables at an amount equal to life time ECLs.

ECLs are a probability-weighted estimate of the present value of credit losses. These are
measured as the present value of the difference between the cash flows due to the Group
under the contract and the cash flows that the Group expects to receive arising from the
weighting of multiple future economic scenarios, discounted at the asset’s EIR.

Loss allowance for financial investments measured at amortised costs are deducted from
gross carrying amount of assets. For debt securities at FVTOCI, the loss allowance is
recognized in the OCI, instead of reducing the carrying amount of the asset.

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECLs, the Group considers reasonable and
supportable information that is relevant and available without undue costs or effort. This
includes both quantitative and qualitative information and analysis, based on Group’s
historical experience and informed credit assessment and including forward-looking
information.

For certain categories of financial asset, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the number of delayed payments in the
portfolio as well as observable changes in national or local economic conditions that
correlate with default on receivables.

Impairment losses related to cash and cash equivalents and trade and other receivables are
presented separately in the statement of profit and loss.

The Group considers a debt security to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of the grade of the investment.
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2)

Definition of default

The Group consider an event of default for internal credit risk management purposes as
historical experience indicates that financial assets are generally not recoverable if the
information developed internally or obtained from external sources indicates that the debtor is
unlikely to pay its creditors, including the Group, in full (without taking into account any
collateral held by the Group)

Write -off policy

The Group writes off a financial asset when there is information indicating that the debtor is
in severe financial difficulty and there is no realistic prospect of recovery, e.g. when the
debtor has been placed under liquidation or has entered into bankruptcy proceedings, or in the
case of trade receivables, when the amounts are over two years past due, whichever occurs
sooner. Financial assets written off may still be subject to enforcement activities under the
Group’s recovery procedures, taking into account legal advice where appropriate. Any
recoveries made are recognized in profit or loss.

Measurement of ECL.

The Group employs statistical models for ECL calculations. ECLs are a probability-weighted
estimate of credit losses. For measuring ECL under IFRS 9, the key input would be the term
structure of the following variables:

s probability of default (PD);
+ loss given default (L.GD); and
s exposure at default (EAD).

These parameters are derived from internally developed statistical models and other historical
data, They are adjusted to reflect forward-looking information.

Credit-impaired financial assets

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 asset have occurred. Credit-impaired
financial assets are referred to as Stage 3 assets. At each reporting date, the Group assesses
whether financial assets carried at amortised costs and debt securities at FVTOCI are credit-
impaired.

Financial liabilities and equity instruments issued by the Group

Classification as debt or equity

Instruments issued by the Group are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangement.
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P

i) Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an
entity after deducting all of its liabilities. Equity instruments issued by the Group are
recorded at the proceeds received, net of direct issue costs.

ii} Financial liabilities
(a) Initial Recognition and Measurement

All financial liabilities are recognized initially at fair value net of directly attributable
transaction cost. Financial Liabilities include trade payables, other financial liabilities and
short term borrowings including bank overdraft.

(b) Classification and subsequent measurement

The financial liabilities of the Group are subsequently measured either at amortised cost
using effective interest method or at fair value through profit or loss.

The effective interest method is a method of calculating the amortised cost of a financial
liability and of allocating interest expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash payments (including all fees
and points paid or received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) through the expected life of the
financial liability or (where appropriate) a shorter period, to the amortised cost of a
financial liability.

The Group does not have any financial liability measured at fair value through profit or
loss.

(c) Derecognition

The Group derecognizes financial liabilities when, and only when, the Group’s
obligations are discharged, cancelled or expired. The difference between the carrying
amount of the financial liability derecognized and the consideration paid and payable is
recognized in profit or loss.

Dividend Distribution

Dividend distribution to the Group’s Shareholders is recognized as liability in the Group’s
financial statements in the period in which the dividends are approved by the Group’s
Shareholders.
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q) Cash and Cash Equivalents

Cash and cash equivalents comprise cash at banks and on hand and short term deposits with an
original maturity of three months or less, which are subject to insignificant risk of changes in
value,

For the purpose of statement of cash flow, cash and cash equivalents consist of cash at banks and
on hand and short term deposits, as defined above, net of outstanding bank overdrafts as they are
considered an integral part of the Group’s cash management.

5. Significant Accounting Judgements, Estimates and Assumptions

The preparation of consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the accompanying disclosures, and the disclosures of contingent liabilities.
Although these estimates are based upon management’s best knowledge of current events and
actions, actual results could differ from these estimates. These estimates are reviewed regularly
and any change in estimates are adjusted prospectively.

In the process of applying the Group’s accounting policies, management has made the following
estimates, assumptions and judgements, which have significant effect on the amounts recognized
in the financial statements:

a) Useful lives of Property, plant and equipment & intangible assets

The cost of property, plant and equipment is depreciated over the estimated useful life,
which is based on expected usage of the asset, expected physical wear and tear, which
depends on operational factors such as the repair and maintenance program and
technological obsolescence arising from changes and the residual value.

b) Significant increase in credit risk

While estimating the expected credit losses it requires to calculate losses with reference to
credit risk of financial assets. IFRS 9 does not define what constitutes a significant
increase in credit risk. In assessing whether the credit risk of an asset has significantly
increased the Group takes into account qualitative and quantitative reasonable and
supportable forward looking information.

¢) Models and assumptions used
The Group uses various models and assumptions in measuring fair value of financial
assets as well as in estimating ECL. Judgement is applied in identifying the most

appropriate model for each type of asset, as well as for determining the assumptions used
in these models, including assumptions that relate to key drivers of credit risk.
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d)

e)

Fair Value Measurement of Financial Instruments

When the fair values of financial assets and financial liabilities recorded in the statement
of financial position cannot be measured based on quoted prices in active markets, their
fair value is measured using valuation techniques including the Discounted Cash Flow
model. The inputs to these models are taken from observable markets where possible, but
where this is not feasible, a degree of judgement is required in establishing fair values.
Judgements include considerations of inputs such as liquidity risk, credit risk and
volatility.

Allowance for slow-moving inventories

Inventories are stated at the lower of cost and net realisable value. Adjustments to reduce
the cost of inventory to its realisable value, if required, are made at the product level for
estimated excess, obsolescence. Factors influencing these adjustments include changes in
demand, product life cycle, product pricing, physical deterioration and quality issues.

Calculation of loss allowance

When measuring ECL the Group uses reasonable and supportable forward looking
information, which is based on assumptions for the future movement of different
economic drivers and how these drivers will affect each other.

Loss given default is an estimate of the loss arising on default. It is based on the
difference between the contractual cash flows due and those that the lender would expect
to receive, taking into account cash flows from collateral and integral credit
enhancements.

Probability of default constitutes a key input in measuring ECL. Probability of default is
an estimate of the likelihood of default over a given time horizon, the calculation of
which includes historical data, assumptions and expectations of future conditions.

Defined benefit plan

The present value of defined benefit obligation is determined using actuarial valuation.
An actuarial valuation involves making various assumptions that may differ from actual
developments in the future. These include the determination of the discount rate, future
salary increases, mortality rates and attrition rate. Due to the long- term nature of the plan,
such estimates are subject to significant uncertainty. All assumption are reviewed at each
reporting date. For sensitivity analysis Refer Note 32.
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NOTE 5 - PROPERTY, PLANT AND EQUIPMENT

(AED' 000)
GROSS BLOCK DEPRECIATION / AMORTIZATION NET BLOCK
Opening as at Acquired on Additions Deductions/ As at Opening as at For the Deductions/ Upto As at
Particulars 01.04.2018 Acquisition of During the Adjustments 31.03.2019 01.04.2018 Period Adjustments 31.03.2019 31.03.2019
UcC period During the During the
(Refer Note 31) Period Period
Tangible Assets :
Buildings - 33,347 - - 33,347 - 689 - 689 32,658
Plant and Equipment - 865,325 10,662 - 875,987 - 37,493 - 37493 838,494
Fumiture and Fixtures - 483 121 - 604 - St - 51 553
Office Equipment - 796 458 - 1,254 - 314 - 314 940
Vehicles - 1,039 12 - 1,051 - 337 - 337 714
Total - 960,990 11,253 - 912,243 - 38,884 - 38,884 873,359
NOTE 6 - INTANGIBLE ASSETS
(AED' 000}
P CARRYING
COST AMORTIZATION AMOUNT
Opening as at Acquired on Additions Deductions/ As at Opening as at For the Deductions/ Up to As at
Particulars 01.04,2018 Acquisition of During the Adjustments 31.03.2019 01.04.2018 Peried Adjustments 31.03.2019 31.03.2019
uCccC Period During the During the
(Refer Note 31) Period Period
Intangible Assets :
Computer Software - 3,653 11 - 3,664 - 540 - 540 3,124
Total - 3,653 11 - 3,664 - 540 - 540 3,124
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.

NOTE 7- TRADE RECEIVABLES . (AED' 000)
Current
As at
31032019
Secured, Considered Good 40,484
Unsecured
Considered Good (Refer Note 7.1) 114,122
Considered Doubtful 3,500
158,106
Less: Allowance for Doubtful Receivables 3,500

154,606
7.1 Undated cheques of AED 84,410 thousands are held against receivables considered good.
7.2 Refer Note 36 for information about credit risk and market risk of trade receivables.
7.3 The average payment terms with customer for sale of cement is 120 days and for clinker against sight LC.

NOTE 8 - FINANCIAL ASSETS - DEPOSITS (AED' 000)
Current
As at
_31.03.2019
(Unsecured, Considered Good)
Security Deposits 79
79
NOTE 9 - FINANCIAL ASSETS - OTHERS (AED' 000)
Non-Current Current
As at As at
31.03.2019 31.03.2019
(Unsecured, Considered Good)
Advances to Employees - 658
Interest Accrued on Deposits - 129
Others 2,723 1,877
2,723 2,664
NOTE 10 - OTHER ASSETS (AED' 000)
Non-Current Current
As at As at
31.03.2019 31.03.2019
{Unsecured, Considered Good)
Advances to Suppliers and Contractors - 6,469
Capital Advances 4,620 -
Prepaid Expenses - 2,264
VAT Receivables - 4
4,620 8,737
NOTE 11 - INVENTORIES (Valued at Lower of Cost or Net Realizable Value) (AED' 000)
As at
31032019
Raw Materials 4,071
Fuel 25226
Stores and Spares 78,183
Packing Materials 4,344
Work-in-Progress 25,749
Finished Goods 11,761

149,334
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NOTE 12 - CASH AND CASH EQUIVALENTS ’ (AED' 000)
As at
_ 31032019
Cash on Hand 36
Balances with Banks 3,836
Call Deposits with Banks 827
Fixed Deposits with Banks up to 3 months Original Maturity 52,075
56,774
NOTE 13 - OTHER BANK BALANCES (AED' 000)
As at
31.03.2019
Fixed Deposits with banks up to 3 months Original Maturity (Refer Note 13.1) 12,000
12,000
13.1 Fixed Deposits of AED 12000 thousands are pledged with bank against Short Term Borrowings (Refer Note 18)
NOTE 14 - SHARE CAPITAL (AEDY 000)
As at
31.03,2019
Issued, Subscribed and Paid-up
1,115,051,000 ordinary shares of AED 1 each 1,115,051
1,115,051
NOTE 15 - FINANCIAL LIABILITIES - OTHERS (AED' 0600)
Current
As at
31032019
Unpaid Dividends 5,838
Retention Payable 5,528
Others (Refer Note 15.1) 8,037
19,403

15.1 Others include the liability related to Employees efc.

NOTE 16 - PROVISIONS (AED 000)
Non-Current Current
As at As at
31.03.2019 31.03.2019

Provision for Employee Benefits
End of Service Benefits 12,624 -

Other Staff Benefit Schemes - 2,623
12,624 2,623
NOTE 17 - OTHER L1ABILITIES (AED' 000)
Current
As at
31.03.2019
Cugtomers Advances 1,247
Rent Received in Advances 231
VAT Payable 263
1,741
NOTE 18 - SHORT TERM BORROWINGS (AED' 000)
As &t
31.03.2019
Secured
Bank Overdraft 2,518
2,515
Bank Overdraft is secured against pledge of fixed deposits and payable on demand (Refer Note 13.1)
NOTE 19- TRADE PAYABLES (AED' 000)
As at
31.03.2019
Trade payables 46,330
46=330

The average credit period on purchase of goods is 30 days. The Group has financial risk management policies in place to ensure that all payables are paid within
credit period time frame
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NOTE 20 - REVENUE FROM OPERATIONS |

Sale of Products

Other Operating Revenue
Scrap Sales
Others

20.1 Sale of Products is net of AED 300 Thousands on account of rebates to customers.

NOTE 21 - OTHER INCOME

Interest Income on Fixed Deposits Classified at Amortised cost

Reversal of Liabilities

Reversal of Excess Provision

Gain on Bargain Purchase on acquisition of Union Cement Company PISC

NOTE 22 - COST OF MATERIAL CONSUMED

Raw Materials Consumed
Limestone
Silica
Shale
Slag
Gypsum
{ron Ore, Laterite, Scrap Road Base and Others

NOTE 23 - CHANGES IN INVENTORIES OF FINISHED GOODS AND WORK-IN-PROGRESS

Closing Stock
Work-in-Progress
Finished Goods

Opening Stock
Waork-in-Progress
Finished Goods

(Increase} / Decrease
Add: Stock transferred on Acqusition of Union Cement Company (PJSC)

(AED' 000)

07.05.2018 to
31.03.2019
428,487

477
614
1,091
429,578

(AED' 000)

07.05.2018 to
31032019

774
1312
8
4,850
6,044

(AED' 000}

07.05.2018 to
31032019

43,107
3,127
10,491
5,100
2,472
5,732
70,029

(AED’ 000}

07.05.2018 to
31.03.2019

25,749
11,761
37,510

(37,510)
32,087
(5.423)
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NOTE 24 - EMPLOYEE BENEFITS EXPENSE

Salaries, Wages and Bonus

Contribution to Pension and Social Security Fund (Refer note 32)

Staff Welfare Expenses

NOTE 25 - FREIGHT AND FORWARDING EXPENSES

On Cement & Clinker

NOTE 26 - FINANCE COSTS

Interest on Overdraft Facility
Bank Charges

NOTE 27 - OTHER EXPENSES

Stores and Spares Consumed

Packing Materials Consumed

Water Charges

Repairs to Plant and Machinery

Repairs to Buildings

Repairs and Maintenance to Vehicles
Rent

Insurance

IT& ERP expenses

Telephone, Mobile and Internet expenses
Rates and Taxes

Travelling

Foreign Exchange Rate Differences (Net)
Fess & Subscriptions

Safety and Security Charges

Northern Area Development Expenses
Legal and Professional Charges

Social Contribution (including Donation and Charity)
Independent Auditors Fees (Refer Note 27.1)

Advertisement Expenses
Miscellaneous Expenses

27.1 Payments made to Auditors:
Statutory Auditors
Audit Fees
Certification / Other Services
Reimbursement of Expenses

(AED' 000)

07.05.2018 to
_ 31032019

44,113
899
1,175
46,187

(AED' 000)

07.05.2018 to
31.03.2019
20,014
20,914

(AED' 000)

07.05.2018 to
31.03.2019
21
426
447

(AED' 000)

07.05.2018 to
_31.03.2019
8,085
4,457
1,851
6,369
49
1,787
227
1,939
277
358
421
774
1
118
664
2,168
572
280
151
17
1,912
32,477
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28.

29,

30.

31

Contingent liabilities (Claims/Demands not Acknowledged as Debt)

, «, (AED’000)
Particulars As at 31.03.2019
Letters of credit ato

Estimated amount of contracts remaining to be executed on capital account (net of advances)
AED 90,944 thousands.

Capital work-in-progress includes directly attributable expenses of AED 90 thousands on assets
during construction period.

Acquisition of controlling equity stake in Union Cement Company (PJSC)

The Company has acquired voting equity stake of 97.61% in the Union Cement Company (PJSC)
(UCC), a company based in United Arab Emirates (UAE) on 11 July 2018 at an enterprise
valuation of 1,152,814 thousand through its subsidiary Shree International Holding Limited. The
UCC, has clinker production capacity of 3.3 MTPA and cement production capacity of 4 MTPA.
The UCC is operating in UAE for more than 4 decades and has well established cement business.
It has consistent track record of stable turnover and profits. The acquisition will be value
accretive for the stakeholders of the Company.

Fair Value of the consideration transferred

The purchase consideration of AED 1,114,012 thousands has been discharged by fund transfer
into bank accounts of the sellers.

Acquired Receivables

As on the date of acquisition, gross contractual amount of the acquired Trade receivables and
other Financial Assets were AED 185,441 thousands against which provision of AED 3,500
thousands has been considered. The fair value of the acquired receivables is AED 181,941
thousands which is the net carrying value as on the date of acquisition.
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D. The fair value of identifiable assets and liabilities assumed as on the acquisition date

Particulars AED, 000

Property, Plant and equipment 900,990
Intangible Assets 3,653
Other Non -Current Assets 265
Cash and Cash Equivalents 73,451
Inventories 127,660
Trade Receivables 176,823
Other Financial Assets 5,118
Other Current Assets 10,513
Total Assets 1,298,473
Trade payables 110,706
Other Financial Liabilities 15,485
Other Current Liabilities 3,344
Provisions 16,124
Total Liabilities 145,659
Total Fair Value of Net Assets 1,152,814

E. Amount recognized as Gain on Bargain Purchase in the Statement of Profit and Loss

Particulars AED 000

Fair Value of Net Assets Acquired 1,152,814
Less: Proportionate share of Non-Controlling interest 33,952
Less: Fair Value of the consideration transferred 1,114,012
Gain on Bargain Purchase 4,850

F. Non-Controlling Interest
Amount of AED 33,952 thousand recognized as non- controlling interest measured on the basis of
proportionate share in the recognized amount of the company’s identifiable net assets at the
acquisition date.

G. Acquisition Related Costs

Acquisition related cost of AED 60 thousands have been recognized under other expenses in the
Consolidated Statement of Profit and Loss.

H. Revenue from operation of AED 420,927 thousands and Net Profit of AED 32,890 thousands
from the acquired businesses since the acquisition date i.e.11 July 2018 are included in the
Consolidated Statement of Profit and Loss for the year ended 31 March 2019.
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32. Employee Benefits: (Refer Note 24)
(a) Contribution to defined contribution plans recognized as expenses are as under:

(AED
) 000
~ Particulars 07.05.2018 to 31.03.2019
Retirement Pension and Social Security Scheme 899
Total 899

(b) Defined Benefit Plan
End of Service Benefit-

End of service benefit payable to Non UAE National employees is based on the employee’
service and last drawn salary at the time of leaving the services of the Group and is in
accordance with the rule of the Group for payment of end of service benefit. The plan is
unfunded.

Disclosure for defined benefit plans based on actuarial reports:

(AED “000)
Particulars End of Service
Benefit (unfunded)
07.05.2018 to
31.03.2019
Changes in Defined Benefit Obligations:
Present value of defined benefit obligation at the beginning of the year -
Liabilities assumed on acquisition of controlling stake in Union Cement 12,991
- Company (PJSC)
Current Service Cost 951
Interest Cost 257
- Re-measurements (gains)/losses (257)
Benefits paid o (1,318)
. Present Value of Defined Benefit Obligation at the end of the year 12,624
Change in Plan Assets:
'Fair value of plan assets at the beginning of the year -
Assets acquired on acquisition of controlling stake in Union Cement -
eturn on Plan Assets -
 Re-measurements gains/(losses) -
Contribution by employer o 1,318
Benefits paid (1,318)
Fair Value of Plan Assets at the end of the year -
Expenses Recognized in the Statement of Profit and Loss
Current Service Cost 951
. Interest cost 257
' Expected Return on Plan Assets i -
' Expenses Recognized in the Statement of Profit and Loss 1208
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Particulars End of Service
Benefit
(unfunded)
07.05.2018 to
31.03.2019
. Expenses recognized in Other Comprehensive Income (OCI)
- Return on plan assets, (excluding amount included in net Interest NA |
. expense)
Actuarial (gains)/losses arising from changes in demographic , -
_assumptions
_Actuarial (gains)/losses arising from changes in financial assumptions -
Actuarial (gains)/losses arising from changes in experience adjustments (257)
on plan liabilities
. Total recognized in Other Comprehensive Income (257) ¢
_Total recognized in Total Comprehensive Income 951
Amount recognized in the Statement of Financial Position consists
of
Present Value of Defined Benefit Obligation 12,624
Fair Value of Plan Assets ; NA
- Net Liability 12,624

The Principal actuarial assumption used:

| Particulars 07.05.2018 to 31.03.2019
Discount rate 3.00% per annum
Salary Growth Rate 2.67% per annum
Mortality rate TALM 2006-08 Ultimate
Expected rate of return NA
Withdrawal rate (Per Annum) 2.00% p.a. (18 to 30 Years)
Withdrawal rate (Per Annum) 5.00% p.a. (30 to 44 Years)
. Withdrawal rate (Per Annum) 3.00% p.a. (44 to 60 Years)

The estimates of future salary increases have been considered in actuarial valuation after taking
into consideration the impact of inflation, seniority, promotion and other relevant factors such as
supply and demand situation in the employment market.

Sensitivity Analysis for significant assumptions as on 31.03.2019 are as follows:

~ Assumptions - Discount rate  Future Salary Withdrawal Rate
Sensitivity Level  1.0% 1.0% 1.0% 1.0% 1.0% 1.0% :
Increase | Decrease Increase  Decrease  Increase | Decrease |
- Impact on Defined  (1,078) 1,276 1,267 1 (1,091) 30 (34)
* Benefit Obligation
(AED’ 000)

The weighted average duration of the defined benefit obligation is 16 years:
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Estimate of expected benefit payments (In absolute terms i.e. undiscounted):

(AED’000)
. Particulars End of Service Benefit
(unfunded)
01 April 2019 to 31 March 2020 2,412
- 01 April 2020 to 31 March 2021 726
. 01 April 2021 to 31 March 2022 711
- 01 April 2022 to 31 March 2023 884
01 April 2023 to 31 March 2024 628

(c}) Amount recognized as an expense in respect of leave encashment are AED 1,905 thousand.

33. Related party Transactions and Balances

Name of the Related Parties Relationship
Shree Cement Limited Ultimate Holding Company
Shree Enterprises Management Ltd. Subsidiary Company
Shree International Holding Ltd. Subsidiary Company
Union Cement Company (PJSC) (w.e.f, 11.07.2018) Step Down Subsidiary Company
Union Cement Norcem LLC (w.e.f. 11.07.2018) Step Down Subsidiary Company
Disclosure of Related Party Transactions: (AED * 000)
Particulars 07.05.2018 to 31.03.2019

Purchase/Services Received
- Shree Cement Limited 25,484

Key Management Personnel:

(AED’000)
i Particulars 07.05.2018 to 31.03.2019
Short Term Benefits ' 930
- Total 930

All the related party transactions are made in the normal course of business and based on
terms equivalent to those that prevail in arm’s length transactions.
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34. Capital Management

35.

The primary objective of the Group’s capital management policy is to ensure availability of
funds at competitive cost for its operational and developmental needs and maintain strong credit
rating and healthy capital ratios in order to support its business and maximize shareholder value.

The Group manages its capital structure and makes changes in view of changing economic
conditions..

The capital structure of the Group consists of equity comprising issued and paid up share capital
and reserves as disclosed in the statement of financial position.

The Group reviews the capital structure on a semi-annual basis. As part of this review, the Group

considers the cost of capital and the risks associated with capital.

Fair Value of Financial Instruments

Set out below is a comparison by class of the carrying amounts and fair value of the Group’s

financial instruments:

, (AED’ 000)
. Particulars As at 31.03,2019
_Carrying Value Fair Value
Financial Assets Classified at Amortized Cost
‘Deposits 19 T9)
- Trade Receivables 154,606 154,606
- Cash and Cash Equivalents 56,774 56,774
. Other Bank Balances other than Cash and Cash 12,000 12,0600
- Equivalents
| Other Financial Assets 5,387 5,387
228,846 228,846
_Total Financial Assets
Financial Liabilities Classified at Amortized Cost
Short term Borrowings 2,515 2,515
Trade Payables 46,330 46,330 |
Other Financial Liabilities 19,403 19,403
. Total Financial Liabilities 68,248 68,248

Fair Value Techniques:
The fair value of the financial assets and liabilities are

participants at the measurement date.

included at the amount that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
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a)

b)

The following methods and assumptions were used to estimate the fair values:

Fair value of cash and cash equivalents, other bank balances, trade receivables, trade payables,
current deposits, other current financial assets, short term borrowings and other current financial
liabilities approximate to their carrying amount largely due to the short term maturities of these
instruments.

Long term fixed rate and variable rate receivables / borrowings are evaluated by the Group based
on parameters such as interest rate, specific country risk factors, credit risk and other risk
characteristics.

Fair Value Hierarchy
The following table provides the fair value measurement hierarchy of Group’s asset and
liabilities grouped into Level 1 to Level 3 as described below:

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

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

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

The following table provides the fair value measurement hierarchy of Group’s asset and
liabilities grouped into Level 1 to Level 3 as described below:

Fair Value of Assets and Liabilities Classified at Amortized Cost

‘ (AED’ 000)
. Particulars As at 31.03.2019
Level 1 Level 2 Level 3 Total
Financial Assets
Other Financial Assets - 2,723 - 2,723

There are no financial assets and liabilities which should be measured at fair value and
accordingly no disclosure is made in the above table.

During the year ended 31.03.2019, there were no transfers between Level 1 and level 2 fair value
measurements and no transfer into and out of Level 3 fair value measurements.
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36. Financial Risk Management Objectives and Policies
The Group’s principal financial liabilities comprise loans and borrowings and trade and other
payables. The main purpose of these financial liabilities is to manage finances for the Group’s
operations. The Group has deposits, trade and other receivables, and cash and short-term
deposits that arrive directly from its operations.

The Company is exposed to market risk, credit risk and liquidity risk.

The Company manages market risk through a treasury department, which evaluates and
exercises independent control over the entire process of market risk management. The treasury
department recommends risk management objectives and policies, which are approved by
senior management and the Board of Directors. The activities of this department include
management of cash resources, borrowing strategies and ensuring compliance with market risk
limits and policies.

There has been no change to the Group’s exposure to these financial risks or the manner in
which it manages and measures the risk. Market and other risk exposures are measured using
sensitivity analysis indicated below:

Market risk and sensitivity

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risk comprises of currency rate risk,
interest rate risk and commodity price risk. Financial instruments affected by market risk
include loans and borrowings, deposits and investments. Foreign currency risk is the risk that
the fair value or future cash flows of financial instrument will fluctuate because of changes in
foreign exchange rates. Interest rate risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest rates. This is based on
the financial assets and liabilities held as at 31.03.2019.

The sensitivity analyses exclude the impact of movement in market variables on the carrying
value of post-employment benefit obligations, provisions and on non- financial assets and
liabilities. The sensitivity of the relevant statement of profit and loss item is the effect of the
assumed changes in respective market rates. The Group’s activities expose it to a variety of
financial risk including the effect of changes in foreign currency exchange rates and interest
rates.

Interest rate risk and sensitivity
The Company is not exposed to the risk of changes in market interest rates as company has not
taken any loans and borrowings with floating interest rates.
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Foreign currency risk and sensitivity

Company is not exposed to significant foreign currency risks as substantially all financial assets
and financial liabilities are denominated in Arab Emirates Dirhams or United State Dollars to
which the Dirham is fixed.

Credit risk

Credit risk is the risk that the counter party will not meet its obligation under a financial
instruments or customer contract, leading to a financial loss. The Group is exposed to credit risk
from its operating activities (primarily trade receivables) and from its investing activities
including deposits with banks and other financial instruments. The Group has adopted a policy
of dealing with creditworthy counterparties as a means of mitigating the risk of financial loss
from defaults. The Group's exposure and the credit quality of its counterparties are continuously
monitored and the aggregate value of transactions concluded is spread amongst approved
counterparties. Credit exposure is controlled by counterparty limits that are reviewed and
approved by management regularly.

Trade receivables

The Company extends credit to customers in normal course of business. The Company
considers factors such as credit track record in the market and past dealings for extension of
credit to customers. The Company monitors the payment track record of the customers.
Outstanding customer receivables are regularly monitored. The credit risk associated with the
Group's trade receivables is considered limited as the Group holds receivables amounting to
AED 40,484 thousand fully covered by unconditional bank guarantees, letters of credit and
security cheques to secure the collectability of these trade receivables. Ongoing credit
evaluation is performed on the financial condition of trade receivable.

The company evaluates the concentration of risk with respect to trade receivables as low, as its
customers are located in several jurisdiction and industries and operate in largely independent
markets.

The ageing of trade receivables is as below:

e | (AED *000)
~Particulars : Neither ~ PastDue . Total
: Duenor Upto6 6to12  Above 12
... ... Impaired months  months  months

Trade Receivables

Asat31.03209 O
- Secured 35686 4798 ot 40484
Unsecured 66,445 36,149 15028 - 117622
GrossTotal 102,131 40,947 15,028 - 158,106
Allowance for doubtful 3,500
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Movement in Allowance for Doubtful Trade Receivables are given below

(AED’ 000)
Particulars 07.05.2018 to 31.03.2019
Opening Balance NA
Add: On Account of Business Combination " k 3,500
Add: Charge during the period -
. Closing Balance o 3,500

Financial Instruments and cash deposits

The Company considers factors such as track record, size of the institution, market reputation and
service standards to select the banks with which balances and deposits are maintained.
Investments of surplus funds are made only with approved counterparties. The maximum
exposure to credit risk for the components of the statement of financial position is AED 228,846
thousands as at 31.03.2019, which is the carrying amounts of cash and cash equivalents, other
bank balances, trade receivables, deposits and other financial assets.

Liquidity risk
Liquidity risk is the risk that the company may not be able to meet its present and future cash and
collateral obligations without incurring unacceptable losses.

The Company monitors its risk to a shortage of funds using a recurring liquidity planning tool.
This tool considers the maturity of both its financial investments and financial assets (i.e. trade
receivables, other financial assets) and projected cash flows from operations. The Company’s
objective is to maintain a balance between continuity of funding and flexibility through the use of
working capital loans, letter of credit facility, bank loans and credit purchases.

The table below provides undiscounted cash flows (excluding transaction cost on borrowings)
towards non-derivative financial liabilities into relevant maturity based on the remaining period at
the date of statement of financial position to the contractual maturity date:

As at 31.03.2019 - (AED’000)
- Particulars Less than 1to5s More than § Total
1 year years years
Short Term Borrowings 2515 - - 2515
Trade Payables 46,330 - - 46,330
Other Financial Liabilities 19,403 - - 19,403
Total 68,248 - - 68,248
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