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Report on the Audit of the Separate Financial Statements

Opinion

We have audited the separate financial statements of Vega Industries (Middle East) — F.Z.C, Ajman Free Zone,
Ajman (‘the Company"), which comprise the separate statement of financial position as at 31 March 2019, and the
separate statement of comprehensive income, separate statement of changes in shareholders' funds and separate
statement of cash flows for the year then ended, and notes to the separate financial statements, including the
significant accounting policies set out in pages 3 to 27.

In our opinion, the accompanying separate financial statements present fairly. in all material respects, the financial
position of the Company as at 31 March 2019, and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

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

Responsibilities of Management and Those Charged with Governance for the Separate Financial Statements
Management is responsible for the preparation and fair presentation of the separate financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to enable the
preparation of separate financial statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the separate financial stalements as a whole are
free from material misstatement, whethar due to fraud or error, and to issue an auditor's report that includes our
opinion. Reascnable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with ISA will always detect a material misstatement when it exists. Misstatements can arise from fraud or
errar 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 separate financial statements.

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

- ldentify and assess the risks of material misstatement of the separate 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 invalve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

* Obtain an understanding of internal contrel 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
Company's internal control.

Moore Stephens is registered as a Civil Company with the Department of Economic Development, Government of Dubai,
An independent member firm of Moora Stephens International Limited - Member firms in orincipal cities throughout the world



MOORE STEPHENS

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
VEGA INDUSTRIES (MIDDLE EAST) - F.Z.C, AJMAN FREE ZONE, AJMAN (Continued)

Auditor’s Responsibilities for the Audit of the Separate Financial Statements (Continued)
- Evaluate the approprialeness 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 Company's ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor's report to the related disclosures in the separate financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence cbtained up to the date of our auditor's report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the separate financial statements, including the
disclosures, and whether the separate 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.
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Moore Stephens

.

Farad K. Lakdawala
Registration No: 341

Dubai
15 May 2019



Vega Industries (Middle East) - F.Z.C
Ajman Free Zone, Ajman
Separate financial statements for the year end 31 March 2019

Scparate statement of comprehensive income
(stated in USD)

Note 2019 2018
Income
Revenue from contracts willi cuslumers 3.3a)ands 335,650,498 266,971,366
Cost of sales (302,218,309) (240,739,281)
Gross profit 33,432,190 26,232,085
Other income 6 1,125,033 3,490,775
Change in the fair value of investments designated at amortised cost -- (64,885)
34,557,223 29,657,975
Expenses
General and administration 7 4,178,584 4,522,303
Selling and distribution 8 16,667,727 13,933,110
Impairment losses on financial assets 18.1 b) 186,537 110,422
Depreciation 9 12,102 12,782
21,044,950 18,578,617
Profit and total comprehensive income for the year ] 13,512,273 11,079,358

The attached notes 1 to 21 form part of these separate financial statements.
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Vega Industries (Middle East) - F.Z.C

Ajman Free Zone, Ajman
Separate financial statements for the year end 31 March 2019

Separate statement of financial position

(stated in USD)

Note 2019 2018
Assets
Non-current assets
Furniture and equipment 9 22,639 23,661
Investment in subsidiaries 10 1,938,460 936,389
Total non-current assets 1,961,098 962,050
Current assets
Financial assets held at amortised cost 11 8,430,000 9,115,315
Inventories 12 12,336,053 12,418,466
Accounts and other receivables 13 121,518,568 92,226 548
Bank and cash balances 14 17,698,084 15,954,413
Total current assets 160,882,705 129,717,743
Total assets 162,943,804 130,679,743
Shareholders’ funds and liabilities
Shareholders’ funds
Share capital 15 325,000 325,000
Retained earnings 45,175,199 31,738,810
Total shareholders’ funds 45,500,199 32,063,810
Liabilities
Non-current liabilities
Employees’ terminal benefits 16 198,755 190,769
Total noen-current liabilities 198,755 190,769
Current liabilities
Accounts and other pavables 17 117,244,850 08,425,214
Total current liabilities 117,244,850 98,425,214
Total liabilities 117,443,605 98,615,983
Total sharepolders‘ funds and liabilities 162,943,804 130,679,793
The gftach a\motl!ss \1 L@F form part of these separate financial statements.

1
\.\f‘\ -
Director N
156 May 2019 i
/ :
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Vega Industries (Middle East) - F.Z.C

Ajman Free Zone, Ajman

Separate financial statements for the year end 31 March 2019

Separate statement of changes in shareholders’ funds
(stated in USD)

Share Retained

capital earnings Total
Balance at 1 April 2018 (as previously reported) 325,000 31,738,810 32,063,810
Effect of adoption of new accounting standards (Note 4) -- (75,884) (75,884)
Balance at 1 April 2018 (as restated) 325,000 31,662,926 31,987,926
Total comprehensive income for the year -- 13,512,273 13,512,273
Balance at 31 March 2018 325,000 45,175,199 45,500,199

Share Retained

capital earnings Total
Balance at 1 April 2017 325,000 38,306,952 38,631,952
Total comprehensive income for the year -- 11,079,358 11,079,358
Dividend paid - (17,647,500)  (17,647,500)
Balance at 31 March 2018 325,000 31,738,810 32,063,810
The altached notes 1 to 21 form part of these separate financial statements.
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Separate financial statements for the year end 31 March 2019

Vega Industries (Middle East) - F.Z.C

Ajman Free Zone, Ajman

Separate statement of cash flows

(stated in USD)

Note 2019 2018
Cash flows from operating activities
Total comprehensive income for the year 13,512,273 11,079,358
Adjustments for: :
Depreciation ) 12,102 12,782
Interest on investments al fair value 11 (427,642) (367,009)
Changes in the fair value of investments 11 - 64,885
Impairment on financial assets 19.1 b) 186,537 110,422
Provision for warranty 17 2,107,768 1,760,846
Provision for employees’ terminal benefits 16 20,353 21437
Loss on disposal of furniture and equipment 9 841 1,707
Cash flows from operations before working capital changes 15,412,232 12,684,128
Decrease in inventories 82,413 3,661,286
(Increase) in accounts and other receivables (29,475,556) (20,871,800)
Increase in accounts and other payables 16,711,868 12,431,602
Employees’ terminal benefits paid 16 (12,367) (10,129)
Net cash from operating activitics 2,718,590 8,228,865
Cash flows from investing activities
Purchase of furniture and equipment 9 (11,921) (10,751)
Increase in investment in subsidiaries 10 {(1,000,071) (106,000)
Interest on investments at fair value through profit or loss 427,642 367,009
Proceeds from disposal of financial assets at amortised cost 3,000,000 1,000,000
Furchase of financial assets at amortised costs (3,390,569) (5.000,000)
Net cash (used in) investing activities (974,919) (3.749,742)
Cash flows from financing activities
Decrease in margin money deposits 17,942 268,912
Dividend paid -- (17,647,500)
Net cash from/(used in) financing activities 17,942 (17,379,742)
Increase/(decrease)in cash and cash equivalents during the year 1,761,613 (12,895,465)
Cash and cash equivalents at the beginning of the year 15,874,601 28,774,066
Cash and cash equivalents at the end of the year 14 17,636,214 15,874,601

The attached notes 1 to 21 form part of these separate financial statements.
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Vega Industries (Middle East) — F.Z.C
Ajman Free Zone, Ajman
Separate financial statements for the year end 31 March 2019

Notes to the Separate financial statements
(stated in USD)

1.

2

Legal status and principal activities

Vega Industries (Middle East) — F.Z.C, Ajman Free Zone, Ajman (‘the Company’) is a Free Zone Company
registered under the Ajman Free Zone Authorily Offshore Companies Regulations 2003 of the United Arab
Emirates.

The Company is controlled and substantially owned by M/s. AIA Engineering Limited, India (“the ultimate
parent company”). The Company has wholly owned subsidiaries in United Kingdom, Republic of South Africa
and People’s Republic of China, Indonesia, Republic of Chile, Republic of Ghana and Commanwealth of
Australia.

The principal activity of the Company is trading and distribution of metal are items.

The principal place of business of the Company is located at A 1 — 314, Ajman Free Zone, Ajman.
Adoption of new and revised International Financial Reporting Standards

New standards adopted by the Company

The Company has adopted the following applicable new IFRSs as of 1 January 2018:

a. IFRS 15, 'Revenue from Contracts with Customers’ issued in May 2014 provides a single, principles
based five-step model to be applied to all contracts with customers. The five steps in the model are as
follows:

e ldentify the contract with the customer

e identify the performance obligations in the contract

=  Determine the transaction price

* Allocate the transaction price to the performance obligations in the contract

= Recognise revenue when (or as) the entity satisfies a performance obligation

The standard's requirements will also apply to the recognition and measurement of gains and losses an
the sale of some non-financial assets that are not an output of the entity's ordinary activities (e.g., sales
of "property, plant and equipment or intangibles). Extensive disclosures will be required, including
disaggregation of total revenue information about performance obligations: and liability account balances
between periods and key judgements and estimates.

The Company adopted IFRS 15 using the full retrospective method. The effect of initially applying this
standard did not have any material impact on The Company’s separate financial statement as of 31
December 2018 and 31 December 2017 as a result of the changes in accounting policies as detailed in
3.4 a).

b. IFRS 9, ‘Financial Instruments’ outlines the recognition, measurement and derecognition of financial
assets and financial liabilities, the impairment of financial assets and hedge accounting. Financial assels
are lo be measured at amortised cosl, fair value through profit or loss or fair value through other
comprehensive income, with an irrevocable option on initial recognition to recognise some equity
financial assets at fair value through other comprehensive income. The impairment model in IFRS 8
moves to one that is based on expected credit losses rather than the IAS 39 incurred loss model. The
derecognition principles of IAS 29, ‘Financial Instrument: Recognition and Measurement' have been
transferred to IFRS 9. The hedge accounting requirements have been liberalised from that allowed
previously. The requirements are based on whether an economic hedge is in existence, with less
restriction to prove whether a relationship will be effective than current requirements.

The Company has elected to apply the limited exemption in IFRS 9 relating to transition for classification
and measurement and impairment, and accordingly the Company has applied IFRS 9 prospectively, with
an initial application date of 1 January 2018. The Company has not restated the comparative information,
which continues to be reported under IAS 39. Difference arising from the adoption of IFRS 9 have been
recognised directly in retained earnings and other components of equity.

The impact of change in accounting policy is disclosed in Note 4.

Except for IFRS 9, the management believes the adoption of the above standard effective for the current
accounting period has not had any material impact on the recognition, measurement, presentation and
disclosure of items in the financial statements.
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2.2

3.2

3.3

Vega Industries (Middle East) - F.Z.C
Ajman Free Zone, Ajman
Separate financial statements for the year end 31 March 2019

Adoption of new and revised International Financial Reporting Standards (Continued)
Standard that is not yet effective and has not been adopted early by the Company

The following standard that is applicable to the Company has been published and is mandatory for
accounting periods of the Company beginning after 1 January 2018, but which has not been adopted early by
the Company:

. IFRS 16, ‘Leases’ is effective for annual periods beginning on or after 1 January 2019. The scope of
IFRS 16 includes leases of all assets, with certain exceptions. IFRS 16 requires lessees to account for
all leases under a single on-balance sheet model in a similar way to finance leases under 1AS 17. The
standard includes two recognition exemptions for lessees — leases of ‘low-value' assels and short-term
leases (l.e., leases with a lease term of 12 manths or less). At the commencement date of 2 lease, a
lessee will recognise a liability to make lease payments and an asset representing the right to use the
underlying asset during the lease term. Lessees will be required to separately recognise the interest
expense on the lease liability and the depreciation expense on the right-of-use asset. Lessor accounting
is substantially unchanged from accounting under I1AS 17. A lessee can choose to apply the standard
using either a full retrospective or a modified retrospective transition approach. The standard’s transition
provisions permit certain reliefs. Early application is permitted, but not before an entity applies IFRS 15.

The management has started an initial assessment of the potential impact of the above standard on its
separate financial statements. The most significant impact identified is that the Company will recognise new
assets and liabilities for its operating leases of office space.

Basis of preparation and significant accounting policies and estimates
Basis of preparation

These financial statements represent the separate financial statements of the Company in which the
investments in subsidiaries are accounted at cost as explained in the respective accounting palicy notas set
out below. As required by International Financial Reporting Standards, the Company has prepared
consolidated financial statements in which the financial statements of the subsidiaries are consolidated.
These separate financial statements are supplementary to the consolidated financial statements and are not
intended to replace or substitute that consolidated financial statements,

These separate financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) issued by the Intemational Accounting Standards Board (IASB) and interpretations issued
by the International Financial Reporting Interpretations Committee (IFRIC). The separate financial statements
have been prepared in US Dollars (USD).

Basis of measurement

These separate financial statements have been prepared on the historical cost basis. The principal
accounting policies that have been applied by the Company in these separate financial statements are set out
below,

Significant accounting policies
a) Revenue recognition

Revenue from contracts with customers is recognised when control of the goods or services are
transferred to the customer at an amount that reflects the consideration to which the Company expects to
be entitled in exchange for those goods or services. The Company has generally concluded that it is the
principal in its revenue arrangements, because it typically controls the goods or services before
transferring them to the customer.

Sale of gaods

Revenue from sale of goods is recognised at & point in time when control of the asset is transferred to
the customer, normally on delivery to the customer. Prior to adoption of IFRS 15, the Company
recognised revenue when the significant risks and rewards of ownership of the goods have passed to the
buyer, normally on delivery to the customer. Under IFRS 15, the Company concluded that sale of goods
is recognised at a point in time and therefore the adoption of IFRS 15 did not have any impact on the
timing of revenue recognitian.

Page 8 of 27



Vega Industries (Middle East) — F.Z.C
Ajman Free Zone, Ajman

~ Separate financial statements for the year end 31 March 2019
%

3. Basis of preparation and significant accounting policies and estimates
3.3 Significant accounting policies (Continued)
a) Revenue recognition (Continued)

b)

c)

Delivery occurs when the goods have been shipped to the specific location, the risks of loss have been
transferred to the customer, and either the customer has accepted the products in accordance with the
cantract, the acceptance provisicns have lapsed, or the Company has objective evidence that all criteria
for acceptance have been satisfied.

The normal credit terms are 30 days to 60 days from invoice date.

Advances from cusfomers

The Company generally receives short-term advances from its customers. For short-term advances
received from customers, the Company used the practical expedient. As such, the Company will not
adjust the promised amount of the consideration for the effects of a financing component in contracts,
where the Company expects, at contract inception, that the period between the time the customer pays
for the good or service and when the Company transfers that promised good or service to customer will
be one year or less.

Furniture and equipment

Furniture and eqguipment are stated in the separate statement of financial position at cost less
accumulated depreciation and any recognised impairment loss.

Subsequent costs are included in the asset's carrying amount or recognised as a separate assel, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Company and the cost of the item can be measured reliably. The carrying amount of the replaced
part is derecognised. All other repairs and maintenance are charged to the separate statement of
comprehensive income during the financial period in which they are incurred.

The residual values and useful lives of furniture and equipment are reviewed, and adjusted if appropriate,
at the end of each reporting period. Depreciation is charged on assets so as to write off the cost of
assets, over their estimated useful lives, less estimated residual value, using the straight-line method cn
the following bases:

Furniture and fixtures 4 years
Office equipment 4 years
Computers 4 years
Motor vehicles 4 years

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between
the sales proceeds and the carrying amount of the asset and is recognised in the separate statement of
comprehensive income.

Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its non-financial assets, to
determine whether there is any indication that those assels 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 amaunt of an individual
asset, the Company estimates the recoverable amount of the cash-generating unit to which the asset
belangs.

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 recognised as an expense immediately. Where 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 recognised for the asset (cash-
generaling unit) in prior years. A raversal of an impairment loss is recognised as income immediately.
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Vega Industries (Middle East) — F.Z.C
Ajman Free Zone, Ajman

Separate financial statements for the year end 31 March 2019

3. Basis of preparation and significant accounting policies and estimates (Continued)
3.3 Significant accounting policies (Continued)
d) Financial instruments — recognition, classification, measurement, derecognition and offsetting

Policy applicable fram 1 January 2018

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

(i) Recognition and initial measurement

Trade receivables and debt securities issued are initially recognised when they are originated. All
other financial assets and financial liabilities are initially recognised when the Company becomes a
party to the contractual provisions of the instrument.

A financial asset or financial liability is initially measured at fair value plus, for an item not at fair
value through profit and loss (FVPL), transaction costs that are directly attributable to its acquisition
or issue.

All regular way purchases or sales of financial assels are recognised or derecognised 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 market place.

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

(ii) Classification and subsequent measurement

Fancial assets: Classification
On initial recognition, a financial asset is classified as measured at:

—  Amortised cost;

—  Fair value through other comprehensive income (FVOCI) — debt investment;

—  Fair value through other comprehensive income (FVOCI) — equity investmant: or
—  Fair value through profit or loss (FVPL).

In order for a financial asset to be classified and measured at amortised cost or FVOCI, it needs to
give rise to cash flows that are ‘solely payments of principal and interest (SPPI)' on the principal
amount outstanding. This assessment is referred to as SPPI test and is performed at an instrument
level.

The Company’s business model for managing financial assets refer to how it manages its financial
assefs in order to generate cash flows. The business model determines whether cash flows will
result from collecting contractual cash flows, selling the assets, or both.

Financial assets are not reclassified subsequent to their initial recognition, except if and in the period
the Company changes its business model for managing financial assets.

Financial assets: Classification

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVPL:

e the asset is held within a business model whose objective is to hold assets to collect contractual
cash flows: and

e 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.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVPL:

« the asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and
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Vega Industries (Middle East) — F.Z.C
Ajman Free Zone, Ajman

Separate financial statements for the year end 31 March 2019

3. Basis of preparation and significant accounting policies and estimates (Continued)

3.3 Significant accounting policies (Continued)

d)

Financial instruments — recognition, classification, measurement, derecognition and offsetting
(Continued)

Pglicy applicable from 1 January 2018 (Continued)

(if)

(iii)

Classification and subsequent measurement (Continued)

¢ 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.

On initial recognition of an equity investment that is not held for trading, the Company may
irevocably elect to present subsequent changes in the investment's fair value in OCI (designated as
FVOCI — equity investment). This election is made on an investment-by-investment basis.

All financial assets not classified or measured at amortised cost or FVOCI as described above are
measured at FVPL. On initial recognition, the Company may irrevocably designate a financial asset
that otherwise meets the requirements to be measured at amartised cast or at FYOCI as at FVPL if
doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise. .

The Company's financial assets include accounts and other receivables and bank and cash
balances which are classified and subsequently measured at amortised cost The Company's
financial assets also include debt securities classified and subsequently measured at fair value
through other comprehensive income.

Financial assels: Subsequent measurement and gains and losses

e Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method.
The amortised cost is reduced by impairment losses. Interest income, foreign exchange gains
and losses and impairment are recognised in the separate statement of comprehensive income.
Any gain or loss on derecognition is recognised in the separate statement of comprehensive
income.

Financial liabilities: Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVPL. A financial liability is
classified as at FVPL if it is classified as held-for-trading, it is designated as such on initial
recognition. Financial liabilities at FVPL are measured at fair value and net gains and losses,
including any interest expense, are recognised in the separate statement of comprehensive income.
Other financial liabilities are subsequently measured at amorlised cost using the effective interest
method. Interest expense and foreign exchange gains and losses are recognised in the separate
statement of comprehensive income. Any gain or loss on derecognition is also recognised in the
separate statement of comprehensive income.

The Company's financial liabilities which include contract liabilities and trade and other payables are
classified and measured at amortised cost.

Derecognition
Financial assets
A financial asset (or where applicable a part of a financial asset or a part of group of similar financial

assets) is derecognised either when:

(i)  the rights to receive cash flows from the asset have expired;
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Vega Industries (Middle East) — F.Z.C
Ajman Free Zone, Ajman

Separate financial statements for the year end 31 March 2019

3. Basis of preparation and significant accounting policies and estimates (Continued)

3.3 Significant accounting policies (Continued)

d) Financial instruments - recognition, classification, measurement, derecognition and offsetting
(Continued)

Policy applicable from 1 January 2018 (Continued)

(iii) Derecognition (Continued)

(iv)

(i) the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a ‘pass through’
arrangemen[; qar

(iii) the Company has transferred its rights lo receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred conltrol of the
asset.

Where the Company has transferred its right to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred contral of
the asset, the asset is recognised to the extent of the Company's continuing involvement in the
assel.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expires. 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 a derecognition of the ariginal liability and the recognition of a
new liability, and the difference in the respactive carrying amounts is recegnised in the separate
statement of comprehensive income.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the separate
statement of financial position when, and only when, the Company currently has a legally
enforceable right to set off the amounts and it intends either to settle them on a net basis or to
realise the asset and settle the liability simultaneously.

Policy applicable before 1 January 2018

(i)

(ii)

Recognition and initial measurement

A financial asset or a financial liability is recognised when the Company becomes a parly to the
contractual provisions of the instrument. All “regular way” purchases and sales of financial assets
are recognised an the trade date, i.e. the date that the Company commils to purchase or sell the
asset.

Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the time frame generally established by regulation or convention in the market place.

Initially, financial assets and financial liabilities are measured at fair value including transaction
costs, for assets and liabilities not measured at fair value through profit or loss.

Classification and subsequent measurement

Financial assets: Classification

The Company classifies its financial assets as loans and receivables.

Financial assets: Subsequent measurement and gains and losses
Loans and receivables are stated at their amortised cost, using the effective interest method, less
any allowances for doubtful receivables.

Page 12 of 27



Vega Industries (Middle East) — F.Z.C
Ajman Free Zone, Ajman

Separate financial statements for the year end 31 March 2019

3
33

Basis of preparation and significant accounting policies and estimates (Continued)

Significant accounting policies (Continued)

d) Financial instruments — recognition, classification, measurement, derecognition and offsetting

e)

(Continued)

Policy applicable before 1 January 2018 (Continued)

(iii) Derecognition

Financial assets
A financial asset (or where applicable a part of a financial asset or a part of group of similar financial
assets) is derecognised either when:

() the rights to receive cash flows from the asset have expired;

(i) the Company retains the right to receive cash flows from the asset, but has assumed zn
obligation to pay them in full without material delay to a third party under a ‘pass through'
arrangement; or

(iii) the Company has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.

Where the Company has transferred its right o receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control of
the asset, the asset is recognised to the extent of the Company’s continuing invclvement in the
assel.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
ar expires. 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 a derecognition of the original liability and the recognition of a
new liability, and the difference in the respective carrying amounts is recognised in the scparate
statement of comprehensive income.

(iv) Offsetting
Financial assets and financial liabilities are only offset and the net amount reported in the separate
statement of financial position when there is a legally enforceable right to set off the recognised
amounts and the Company intends to settle on a net basis.

Impairment of financial assets

Policy applicable from 1 January 2018

A financial asset is assessed at each reporting date to determine whether there is objective evidence that
it is impaired. A financial asset is impaired if objective evidence indicates that a loss event has occurred
after the initial recognition of the asset, and that the loss event had a negative effect on the estimated
future cash flows of that asset that can be estimated reliably.

The Company applies expected credit losses (ECL) maodel for measurement and recognition of loss
allowance on the following:

»  Trade accounts receivable and:
¢ Financial assets measured at amortised cost (other than trade receivables)

In case of trade accounts and other receivables, the Company follows a simplified approach wherein an
amount equal to lifetime ECL is measured and recognised as loss allowance. The Company has
established a provision matrix thal is based on historical credit loss experience, adjusted for forward-
looking factors specific to the customers/debtors and the economic environment. For all other financial
assetls, expected credit losses are measured at an amount equal to the 12-month ECL, unless there has
been a significant increase in credit risk from initial recognition in which case those are measured at

lifetime of ECL.
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Vega Industries (Middle East) - F.Z.C
Ajman Free Zone, Ajman

Separate financial statements for the year end 31 March 2019

Basis of preparation and significant accounting policies and estimates (Continued)

Significant accounting policies (Continued)

e)

a)

Impairment of financial assets (Continued)

Policy appliceble from 1 January 2018 (Continued)

ECL is the difference between all contractual cash flows that are due to the Company in accordance with
the contract and all the cash flows that the enlity expects to receive (j.e. all cash shortfalls), discounted at
the original effective interest rate. Lifetime ECL are the expected credit losses resulting from all possible
default events over the expected life of a financial asset. 12-month ECL are a portion of the lifetime ECL
which result from default events that are possible within 12 months from the reporting date. ECL are
measured in @ manner that they reflect unbiased and profitability weighted amounts determined by a
range of outcomes, taking into account the time value of money and other reasonable information
available as a result of past events, current conditions and forecasts of future economic conditions.

The amount of expected credit losses (or reversal) that is required to adjust the loss allowance at the
reporting date to the amount that is required to be recognised is recognised as an impairment gain or
loss in the separate statement of comprehensive income.

Policy applicable before 1 January 2018 (Continued)

An assessment is made at each reporting date to determine whether there is objective evidence that a
specific financial asset may be impaired. A financial asset or a group of financial assets is deemed to be
impaired if, and only if, there is objective evidence of impairment as a result of one or more events that
has occurred after the initial recognition of the asset (an incurred ‘“loss event') and that loss event (or
events) has an impact on the estimated future cash flows of the financial assets or the group of financial
assets that can be reliably estimated.

If such evidence exists, any impairment loss is recognised in the separate statement of comprehensive
income. Impairment is determined as follows:

(i) For assets carried at fair value, impairment is the difference between cost and fair value, less any
impairment loss previously recognised in the separate statement of comprehensive income:

(i) For assets carried al cost, impairment is the difference between carrying amount and the present
value of fulure cash flows discounted at the current market rate of return for a similar financial asset:

(iii) For assets carried at amortised cost, impairment is the difference between carrying amount and the
present value of estimaled future cash flows discounted at the financial assets original effective
interest rate.

Reversal of impairment losses recognised in prior years is recorded when there is an indication that the
impairment losses recognised for the financial asset no longer exist or have decreased and the decrease
can be related objectively to an event occurring after the impairment was recognised. Reversal of
impairment losses was recognised in the statement of comprehensive income to the extent carrying
value of the asset does not exceed its amortised cost at the reversal date.

Inventories

Inventories are valued at the lower of the cost or net realisable value, after making due allowance for any
obsolete or slow moving items. Cost consists of aggregate of purchase price and other related expenses
incurred fo bring the inventories to their present location and condition and is determined as follows:

s Goods held for sale — weighted average cost
¢ Goods in transit — cost incurred upto the reporting date

Net realisable value is based on estimated selling price less any further costs expected to be incurred on
disposal.

Investment in subsidiaries

Investment in subsidiaries is carried at cost, less any impairment value. Subsidiaries are the companies
in which the Company, directly or indirectly, has an interest of more than one half of the voting rights or
otherwise has power to exercise control over the operaticns. Income from investments is recognised
when the right to receive income is established.
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Vega Industries (Middle East) - F.Z.C
Ajman Free Zone, Ajman

Separate financial statements for the year end 31 March 2019

Basis of preparation and significant accounting policies and estimates (Continued)

Significant accounting policies (Continued)

h)

)

k)

Employees’ terminal benefits

Provision is made for employees’ terminal benefits on the basis prescribed under the U A E Labour Law
based on employees’ salaries and number of years of service. The terminal benefits are paid to
employees on termination or completion of their term of employment. Accordingly, the Company has no
expectation of settling its employees’ terminal benefits obligation in the near future.

Accounts and other payables

Liabilities are recognised for amounts to be paid in the future for goods or services received whether or
not billed to the Company.

Foreign currencies

Functional and presentation currency :
The separale financial statements are presented in US Dollars (USD), which is the Company’s functional

and presentation currency.

Transactions and balances

Transactions in currencies other than USD are recorded at the rates of exchange prevailing on the dates
of the transactions. At each reporting date, monetary assets and liabilities that are denominated ‘in
foreign currencies are retranslated at the rates prevailing on the reporting date. Exchange differences
arising in these cases are dealt with in the separate statement of comprehensive income.

In determining the spot exchange rate to use on initial recognition of the related assets, expense or
income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability relating to
advance consideration, the date of the transaction is the date on which the Company initially recognises
the non-monetary asset or non-monetary liability arising from the advance consideration. If there are
multiple payments or receipts in advance, the Company determines the transaction date for each
payment or receipt of advance consideration.

Translation of financial statements
The separate financial statements of the Company are translated into the presentation currency as
follows:

(a) assets and liabilities in the separate statement of financial position are translated at the closing rate
prevailing on the reporting date;

(b) income and expenses in the separate statement of comprehensive income are translated at average
exchange rates; and

(c) all resulting exchange differences from translation of separate financial statements are recognised
as other comprehensive income and are reflected as a separate compenent of equity in a foreign
currency translation reserve.

Cash and cash equivalents

Cash and cash equivalents consist of unrestricted bank balances and cash less margin money deposits
under lien.

Page 15 of 27



Vega Industries (Middle East) - F.Z.C
Ajman Free Zone, Ajman
Separate financial statements for the year end 31 March 2019

3.3

3.4

Basis of preparation and significant accounting policies and estimates (Continued)
Significant accounting policies (Continued)
[) Operating leases

Acilvilles as lessee
Rentals payable under operating leases are charged to the separate statement of comprehensive income
on a straight-line basis over the term of the relevant lease.

m) Fair value measurements

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, regardless of whether that price is
directly observable or estimated using another valuation technique. When measuring fair value of an
asset or liability, the Company 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 fair value measurements are categorised into Level 1, 2 or 3 based on the degree to which the
inputs to the fair value measurements are observable and the significance of the inputs to the. fair value
measurements in its entirety, which are described as follows:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for the asset or liability.
n) Contingent liabilities

A contingent liability is a possible obligation that arises frem past events and whose existence will only be
confirmed by the occurrence or nen-occurrence of cne or more uncertain future events not wholly within
the control of the Company. It can also be a present obligation arising from the past events that is not
recognised because it is not probable that outflow of econemic resources will be required or the amount
of obligation cannot be measured reliably.

Contingent liabilities are not recognised but are disclosed in the notes to the accounts. When a change
in the probability of an outflow accurs so that outflow is probable, it will then be recognised as provision.

Significant accounting estimates, judgements and assumptions

The preparation of separate financial statements requires management to make judgements, estimates and
assumptions that affect the application of policies and reparted amounts of assets and liahilities, income and
expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing 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 revisions affect both current and future periods.

The significant management judgements and key assumptions concerning the future and other key sources
of estimation uncertainty at the reporting date, that have a significant risk of causing material adjustment to
the carrying amounts of assets and liabilities within the next financial year are:

IFRS 15, ‘Revenue from contracts with customers’

The application of revenue recognition policy in accordance with IFRS 15 has required management to make
the following judgments:

Satisfaction of performance obligation

The Company is required to assess each of its contracts with customers to determine whether performance
obligations are satisfied over time or at a point in time in order to determine appropriate method of recognising
revenue. The Company has assessed that it satisfies its performance obligations at a point in time when the
control of the goods have transferred to the customer.
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3.4

Basis of preparation and significant accounting policies and estimates (Continued)
Significant accounting estimates, judgements and assumptions (Continued)
IFRS 15, ‘Revenue from contracts with customers’ (Continued)

Determining the timing of satisfaction of services
Ihe Company concluded that revenue for services is to be recognised at a point in time because the
customer receives and consumes the benefits provided by the Company when delivery is complete.

Determination of transaction prices

The Company is required to determine the transaction prices in respect of each of its contracts with
customers. In making such judgment, the Company assess the impact of any variable consideration in the
contract, due lo discounts or penalties, the existence of any significant financing component in the contract
and any non-cash consideration in the contract.

Allocation of transaction price to performance obligation in contracts with customers

The Company has elected to apply the input methad in zllocating the transaction price to performance
obligations where revenue is recognised aver time. The Company considers that the use of input method
which reguires revenue recognition on the basis of the Company's efforts to the satisfaction of the
performance obligation provides the best reference of revenue actually earned. Revenue recognised is based
on the actual service provided to the end of the reporting period as a proportion of the total services to be
provided because the customer simultaneously receives and consumes the benefits provided by the
Company. In these circumstances, the Company recognises income over lime and in other cases, income is
recognised at a point in time.

Impairment of financial assets

Estimates and judgements applicable from 1 January 2018

The loss allowances for financial assets are based on assumptions about risk of default and expected loss
rates. The Company uses judgement in making these assumptions and selecting the inputs to the impairment
calculation, based on the Company's past history, existing market conditions as well as forward-looking
estimates at the end of each reporting pericd.

Trade accounts receivable and due from related parties

The Company applies the simplified approach to measuring expected credit losses lo its trade accounts
receivable and due from related parties, which uses a provision matrix. The provision rates are based on days
past due for groupings of various customer segments that substantially share the same risk characteristics or
loss patterns. The provision rates are initially based on the Company's historical observed default rates and
adjusted with current conditions and the Company's view of economic conditions over the expected lives of
the receivables. At each reporting date, the historical observed default rates are updated and changes in the
forward-looking estimates are analysed.

Debt investments at amortised cost or FVOCI

For debt investments at amortised cost, the Company considers the investments to have low credit risk. It is
the Company's policy to measure expectad credit losses on such investments on a 12-month basis unless
when there has been a significant increase in credit risk since origination, then allowance will be based on the
lifetime expected credit losses. The Company’s investments comprise significantly of listed/quoted bonds that
have an investment grade credit rating and are considered to be low credit risk investments. Other financial
assets are considered to be low credit risk when they have a low risk of default and the issuer has a strong
capacity to meet its contractual cash flow obligations in the near term.

At each reporting date, the Company evaluates whether the debt investments are considered to have low
credit risk using all reasonable and supportable information that is available without undue cost or effort. In
making that evaluation, the Company reassesses the internal credit rating of the debt investment. In addition,
the Company considers that there has been a significant increase in credit risk when contractual payments
are more than 30 days past due.

Cash and cash equivalents

Impairment on cash and cash equivalents has been measured on a 12-month expected loss basis and
reflects the short maturities of the exposures. The Company considers that its cash and cash equivalents
have low credit risk based on the external credit ratings of the counterparties. While cash and cash
equivalents are also subject to impairment, the identified impairment loss is considered immaterial.
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3.4

Basis of preparation and significant accounting policies and estimates (Continued)
Significant accounting estimates, judgements and assumptions (Continued)
Impairment of financial assets (Continued)

Estimates and judgements applicable before 1 January 2018

Trade accoun!s receivable and amaunts due from related parties

An estimate of the collectible amount of frade accounts receivable and amounts due from related parties is
made when collection of the full amount is no longer probable. For individually significant amounts, this
estimation is performed on an individual basis. Amounts which are not individually significant, but which are
past due, are assessed collectively and an allowance applied according to the length of time past due, based
on histarical recovery rates.

Impairment of inventories

Inventaries are held at the lower of cost or net realisable value. When inventories become old or obsolete, an
estimate is made of their net realisable value. For individually significant amounts this estimation is performed
an an individual basis. Amounts which are not individually significant, bul which are old or obsolete, are
assessed collectively and a provision applied according to the inventory type and the degree of ageing or
obsolescence, based on histarical selling prices.

Impairment of furniture and equipment

A decline in the value of furniture and equipment could have a significant effect on the amounts recognised in
the financial statements. Management assesses the impairment of furniture and equipment whenever events
or changes in circumstances indicate that the carrying value may not be recoverable.

Factors that are considered important which could trigger an impairment review include the following:

- significant changes in the technology and regulatory environments

evidence from internal reporting which indicates that the economic performance of the asset is, or will be,
worse than expecied

Useful lives of furniture and equipment

The Company's management determines the estimated useful lives of its property and equipment for
calculating depreciation. This estimate is determined after considering the expected usage of the asset or
physical wear and tear. Management reviews the residual value and useful lives annually and future
depreciation charge would be adjusted where the management believes the useful lives differ from previous
estimates.

Impact on significant changes in accounting policies

The Company has applied IFRS 9 for the first time from 1 April 2018. The nature and effect of the changes as
a result of adoption of these new accounting standards are detailed below:

The Company has applied IFRS 9 prospectively, with an initial application date of 1 April 2018. The Company
has not restated the comparative information, which continues to be reported under IAS 39. Differences
arising from the adoption of IFRS 9 have been recognised directly in retained earnings and other components
of equity.

The following is the significant changes and its effects as a result of the initial adoption of the standard:

—  Change in classification and measurement of financial instruments due to change in recognition criteria
from financial assets recognised through profit and loss to financial assets at amortised cost.
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