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gulfa mineral water & processing industries co. (plc)

Director’s Report

The Directors have submitted their report together with the consolidated financial statements
of Gulfa Mineral Water and Processing Industries Co. P.L.C. (the "Group") for the year
ended December 31, 2019.

Principal activities
The principal activities of the Group are as follows.

Importing and exporting

Wholesale and retail sale of mineral water

Industry, bottles and plastic bottles

Wholesale of juice trading

Mineral water purification and bottling

Plastic covers manufacturing

Natural fruit juice manufacturing

Mineral water bottling

Investment in industrial, commercial, retail trade and water enterprises and management.
General trading

Results and appropriations
The Group has achieved a revenue, gross profit and net (loss) of AED 14,045,708, AED

203,339 and AED (4,197,043) respectively for the year ended December 31, 2019 as
compared to revenue, gross (loss) and net (loss) in the previous year of AED 25,118,747,
AED (893,525) and AED (16,557,830) respectively. As at December 31, 2019, the equity of
the Group is AED 32,150,905 (2018: AED 36,347,948).

Accounting records

The directors have taken appropriate measures to ensure compliance with the requirement of
UAE Federal Law No. (2) of 2015, with regard to the accounting matters in preparation of
these consolidated financial statements,

Events since the end of the year

As at the date of the report, the group has not obtained a renewal agreement for the concession
contract for the factory land from Ajman government.

Branches
There are no other branches for the Group,

Statement on relevant audit information
=:diement on relevant audit information

Each of the person who is a Director in the Group at the time when Directors® report is
approved has confirmed that:

- So far as the Directors are aware, there is no relevant audit information of which Group’s
auditor are unaware, and

- The Directors have taken all the steps that ought to have been taken as the Directors in
order to be aware of any of any relevant audit information and to establish that the
Group’s auditors are aware of that information,

The report was approved by the Board and signed on its behalf by:

Khalifa Hasan Ali Alhammadi
Chairman

Abu Dhabi, United Arab Emirates
February 20, 2020
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MAZARS

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF GULFA MINERAL WATER AND PROCESSING
INDUSTRIES CO. P.L.C.

Report on the audit of the consolidated financial statements

Opinion

We have audited the consolidated financial statements of Gulfa Mineral Water and Processing
Industries Co. P.LC. and its subsidiaries (the “Group™), which comprise the consolidated
statement of financial position as at December 31, 2019, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the financial position of the Group as at December 31, 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 (“ISAs™). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants® Code
of Ethics for Professional Accountants (the “IESBA Code™) together with the ethical
requirements that are relevant to our audit of the consolidated financial statements in the
United Arab Emirates, and we have fulfilled our other ethical responsibilities in accordance
with these requirements and the IESBA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Our audit approaches

Overview

Key audit matters
- Impairment of trade receivables.

As part of designing our audit, we determine materiality and assessed the risks of material
misstatement in the consolidated financial statements. We considered where management
made subjective judgments; for instance, in respect of significant accounting estimates that
involved making assumptions and considering future events that are inherently uncertain.

As in all our audits, we also addressed the risk of management override of internal controls,
including among other matters consideration of whether there was evidence of bias that
represent a risk of material misstatement due to fraud. We tailored the scope of our audit in
order to perform sufficient work to enable us to provide an opinion on the consolidated
financial statements as a whole, taking in to account the structure of the Group, the accounting
processes and controls, and the industry in which the Group operates.

Key audit matters

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

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF GULFA MINERAL WATER AND PROCESSING

INDUSTRIES CO. P.L.C. (CONTINUED)

Key audit matters (continued)

Key audit matter

How our audit addressed the key audit matter

Impairment of trade receivables

As at December 31, 2019, the Group had a
trade receivables balance of AED
8,814,254 and a loss allowance against it
of AED {8.221,461)

Management performed an assessment of
the recoverability of the Group's trade
receivables to determine whether any were
impaired. The Group has already adopted
International Financial Reporting Standard
9, Financial Instruments (IFRS 9) with
effect from January 1, 2018, which
provides specific guidance in this area of
impairment loss allowances.

We considered this to be a key audit matter
due to the significant judgement required
in determining the recoverability of trade
receivables and the potentially material
adjustments resulting from it that could
effects the Group's financial position as at
December 31, 2019 and its reported
resulted for the year then ended.

The computation of a trade receivable loss
allowance was made by reference to the
lifetime expected credit losses of the trade
receivables adjusted by forward looking
information in line with the requirements
of, and guidance in, [FRS 9 guidance. As a
result of the assessment performed,
management recorded an additional loss
allowance of AED (448,514) for the year
ended December 31, 2019, to give a total
loss allowance of AED (8,221,461) as at
that date.

Our audit procedures included carrying out the following:

a)

b)

d)

€)

Agreed the detailed listing of the loss allowance
recognized on trade receivables to the Group's trail
balance:

Tested how the expected credit losses model had
calculated the allowance on a lifetime basis, and how
this compared with the guidance contained in [FRS
9. We also tested the mathematical accuracy of the
calculation;

Tested the historic payment experience used as the
starting point for the re-calculation of the lifetime
expected credit losses;

Evaluated the appropriateness of the adjustments for
forward looking information to historical balances,
loss rates and other information, including agreeing
to supporting documents on the sample basis;

Assess the completeness and accuracy of data used in
calculating the expected credit losses, including the
appropriate  exclusion of balances assessed
individually;

Evaluated the appropriateness of the assumptions and
judgements used by the management to estimate how
much of the balance is recoverable; and

Evaluate the adequacy of the disclosures in note 3 to
the consolidated financial statements in accordance
with accounting standards.




MAZARS

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF GULFA MINERAL WATER AND PROCESSING

INDUSTRIES CO. P.L.C. (CONTINUED)

Emphasis of matter

As stated in note (1) of these consolidated financial statements, the group incurred a loss of
AED (4.197,043) for the year ended 31 December 2019 (2018: loss of AED (16,557.830))
and had a negative operating cash flows of AED (6,463,906) (2018: AED (6,829,633)). The
total accumulated (loss) of the Group as at 31 December 2019 is AED (3,970,728) (2018
retained earnings: AED 226,315). These factors could indicate the existence of a material
uncertainty that may cast significant doubt about the Group’s ability to continue as a going
concern. As a result, management performed a detailed assessment for the appropriateness of
the Group’s use of the going concern assumption through review of its cash flow projections
covering a 12-month period from the date of approval of these consolidated financial
statements. These projections indicate that the Group will be able to generate sufficient cash
to meet its future obligations. The Board of Directors are therefore confident that the Group
will be able to meet its obligations as and when they fall due and to carry on its business
without significant curtailment of operations. Accordingly, these conselidated financial
statements have been prepared on a going concern basis.

Other matters

- The financial statements for the year ended 31 December 2018 were audited by
another auditor, who expressed an unqualified opinion on March 7, 2019.

- The standalone audited financial statements for the subsidiaries are not available as at
the date of the audit report.

Other information

The Directors are responsible for the other information. The other information comprises the
Directors' report (but does not include the consolidated financial statements and our auditor's
report thereon).

Our opinion on the consolidated financial statements does not cover the other information and
we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information identified above and, in doing so, consider where the other
information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this
regard.

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

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with IFRSs, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF GULFA MINERAL WATER AND PROCESSING
INDUSTRIES CO. P.L.C. (CONTINUED)

Responsibilities of management and those charged with governance for the consolidated
financial statements (continued)

In preparing the consolidated financial statements, management is responsible for assessing
the Group’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either
intends to liquidate the Group or to cease operations, or has no realistic alternative but to do
50.

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

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and
to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with [SAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

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

* Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

»  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s internal control.

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

¢ Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we cenclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate. to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF GULFA MINERAL WATER AND PROCESSING
INDUSTRIES CO. P.L.C. (CONTINUED)

Auditor’s responsibilities for the audit of the consolidated financial statements
(continued)

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Report on other legal and regulatory requirements
Further. as required by the UAE Federal Law No. (2) of 2015, we report that:
i) the Group has maintained proper books of account;

ii)  we have obtained all the information we considered necessary for the purposes of our
audit;

iii) the consolidated financial statements have been prepared and comply, in all material
respects, with the applicable provisions of the Group's Articles of Association and the
UAE Federal Law No. (2) of 2015;

iv)  the financial information included in the Directors’ report is consistent with the books
of account of the Group;

v)  the Group has not purchased or invested in shares or stocks during the year ended
December 31, 2019;

vi) based on the information that has been made available to us and to the best of our
knowledge and belief, nothing has come to our attention which causes us to believe that
the Group has contravened during the financial year ended December 31, 2019 any of
the applicable provisions of the UAE Federal Law No. (2) of 2015 or of its Articles of
Association which would materially affect its activities or its financial position as at
December 31, 2019.

For:
MAZARS
Chartered Accountants LLC (Abu Dhabi Br.1)

MAZARS

By: Jaffer A. Rupawala

A T TS

Registered Auditor No.: 852 CHARTERED ACCOUNTANTS LL¢
Abu Dhabi by, o Mg

Abu Dhabi,

February 20, 2020
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Gulfa Mineral Water and Processing Industries Co. P.L.C.
Consolidated statement of financial position

As at December 31, 2019
December 31, December 31,
ASSETS Note 2019 2018
Non-current asset AED AED
Property, plant and equipment 3 9,542,942 12,163,632
Intangible assets 6 68,293 98.826
Investment property 7 25,196,500 20,163,800
34,807,735 32,426,258
Current assets
Inventories 8 4,110,028 5,579,644
Trade receivables 9 592,793 2,810,515
Other assets 10 1,017,607 1,059,989
Net Value added tax (VAT) receivable 11 360,299 17,074
Cash and cash equivalents 12 296,356 2,038,264
6,377,083 11,505,486
Total assets 41,184,818 43,931,744
EQUITY AND LIABILITIES
Equity
Share capital 13 30,000,000 30,000,000
Statutory reserves 14 5,887,566 5,887,566
General reserves 15 234,067 234,067
Accumulated (losses) / income (3,970,728) 226,315
32,150,905 36,347,948
Non-current liability
Provision for employees' end of service indemnity 16 1,593,335 2,218,034
1,593,335 2,218,034
Current liability
Trade and other payables 17 7,440,578 5,365,762
7,440,578 5,365,762
Total liabilities 9,033,913 7,583,796
Total equity and liabilities 41,184,818 43,931,744

We approve these consolidated financial statements and confirm that we are responsible for them, including
selecting the accounting policies and making the judgments underlying them. We also confirm that we have
made available all relevant accounting records and information for the audit.

These consolidated financial statements were approved by the management and board of directors on
...................... and signed on its behalf by;

“Mr. Khalifa jI Hathmadi Mr. Fadi Radieddine
Chairman Finance Manager

The notes from | to 26 form an integral part of these consolidated financial statements.



Gulfa Mineral Water and Processing Industries Co. P.L.C.

Consolidated statement of comprehensive income
For the year ended December 31, 2019

Net sales
Cost of sales
Gross profit / (loss)

General and administrative expenses
Selling and distribution expenses

Gain / (loss) from fair value adjustment
Loss allowance

Other income

(Loss) for the year

Total comprehensive (loss) for the year

Basic losses per share

Note

18
19

2019 2018

AED AED
14,045,708 25,118,747
(13,842,369) (26,012,272)
203,339 (893,525)
(5,281,843) (4,025,077)
(4,634,617) (6,062,848)
5,032,700 (5,032,200)

. (704,044)

483,378 159,864
(4,197,043) (16,557,830)
(4,197,043) (16,557,830)
(0.140) (0.552)

The notes from | to 26 form an integral part of these consolidated financial statements.
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Gulfa Mineral Water and Processing Industries Co. P.L.C.
Consolidated statement of cash flows
For the year ended December 31, 2019

Cash flows from operating activities
(Loss) for the year

Adjustments for:

Depreciation on property, plant and equipment

Amortization on intangible assets

Provision for slow moving inventories

Provision for expected credit losses, net

Written off / provision for impairment of other assets
Provision for employees’ end of service benefits / (reversal)
(Gain) on disposal of property, plant and equipment

(Gain) / loss on fair value adjustment in investment properties

Movement in working capital

Decrease / (increase) in inventories

Decrease in trade receivables

Decrease/(Increase) in other assets

(Increase) in net value added tax (VAT) receivable
(Increase) in due from related parties

Increase / (decrease) in trade and other payables
(Decrease) in due to related parties

Cash (used in) operating activities

Employees' end of service indemnity payment
Net cash (used in) operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Proceeds from the disposal of property, plant and equipment
Net cash generated from / (used in) investing activities

Net (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

2019 2018

AED AED
(4,197,043) (16,557,830)
2,675,495 2,581,360
30,533 30,408
244,703 801,586
265,257 849,352
(906,948) 704,044
516,797 (250,771)
(60,000) (19,982)
(5,032,700) 5,032,200
(6,463,906) (6,829,633)
1,224,913 (403,650)
1,952,465 5,418,894
949330 6,362
(343,225) (17,074)

- 1,081,389
2,074,816 (1,165,090)
- (66,754)

(605,607) (1,975,556)
(1,141,496) (887,057)
(1,747,103) (2,862,613)
(54,805) (2,303,279)
60,000 20,909
5,195 (2,282,370)
(1,741,908) (5,144,983)
2,038,264 7,183,247
296,356 2,038,264

The notes from 1 to 26 form an integral part of these consolidated financial statements.
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Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements
For the year ended December 31, 2019

1.

Legal status and principal activities:

Gulfa Mineral Water and Processing Industries Co. P.L.C. (the "Group") was established in Ajman by
an Emiri decree number 13 issued by His Highness the Ruler of Ajman on 28 March 1977 and
registered under license no. 1672 issued on 12 January 1984 by Department of Economic Development
— Ajman and located on Gulfa Street, P.O. Box 929, Ajman, United Arab Emirates. The Group started
its operations on May 24, 1977. The Group is a publicly listed company on the Dubai Financial Market
since April 17, 2007.

As at December 31, 2017, The Company was 92.7 % owned by subsidiary of Kuwait Food Company
(American), a company incorporated in Kuwait (the "Parent Company"). The Ultimate parent of the
company is Adaption AD Holdings SPC Ltd. A company incorporated in Dubai.

On November 2018, the Former parent company sold its entire directly and indirectly owned shares of
various individual investors, accordingly the parent Company lost control of the Company as at the date
thereof.

The principal activities of the Group are as follows.
¢ [mporting and exporting

Wholesale and retail sale of mineral water

[ndustry, bottles and plastic bottles

Wholesale of juice trading

Mineral water purification and bottling

Plastic covers manufacturing

Natural fruit juice manufacturing

Mineral water bottling

Investment in industrial, commercial, retail trade and water enterprises and management.

o General trading

The consolidated financial statements includes the operations of the Group and its subsidiaries as below:
Subsidiaries Ownership

Jibal Gulfa Owned by Owner Gulfa Mineral Water and
Processing Industries Co. L.L.C. — Sole Proprietorship LLC 100%

Gulfa General Trading L.L.C. 100%
Gulfa Investment L.L.C. 100%

On December 2019, the general assembly approved changing Group name to “Gulfa General
Investment Company” and approved adding activities to it’s article of association (Article (5)).

Going concern

The Group incurred a loss of AED (4,197,043) for the year ended 31 December 2019 (2018: loss of
AED (16,557,830)) and had a negative operating cash flows of AED 6,463,906 (2018: AED
6,829,633). The total accumulated (loss) of the Group as at 31 December 2019 is AED (3,970,728)
(2018 retained earnings: AED 226,315). These factors could indicate the existence of a material
uncertainty that may cast significant doubt about the Group’s ability to continue as a going concern. As
a result, management performed a detailed assessment for the appropriateness of the Group’s use of the
going concern assumption through review of its cash flow projections covering a 12-month period from
the date of approval of these consolidated financial statements. These projections indicate that the
Group will be able to general sufficient cash to meet its future obligations. The Board of Directors are
therefore confident that the Group will be able to meet its obligations as and when they fall due and to
carry on its business without significant curtailment of operations. Accordingly, these consolidated
financial statements have been prepared on a going concern basis.

11



Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements
For the year ended December 31, 2019

2. Application of new and revised International Financial Reporting Standards:

a)

b)

d.

Standards, amendments and interpretations effective as at January 1, 2019:
The Group has adopted the new accounting standards which have been effective this year and are as
follows:
e [FRS 16 - Leases- requiring Group to present most of the operating leases in statement of
financial position effective from January 1, 2019,
e Lessors continue to classify leases as operating or financing, with [FRS 16’s approach to lessor
accounting substantially unchanged from its predecessor, [AS 17.
Standards, amendments and interpretations effective in 2019 but not relevant for the Group’s
operations:
The following standards, amendments and interpretations have been issued and are effective for the
year but are either not relevant to the operations of the Group or don’t have significant impact on

these financial statements:
o Amendments to [FRS 9 in respect of Prepayment features with negative compensation.

e Amendments to IAS 28 in respect of Long-term interests in Associates and Joint Ventures.
e Amendments to [AS 19 in respect of Plan amendment, curtailment or settlement.
e [FRIC 23-Uncertainty over income tax treatments.

e Annual improvements to [FRS Standards 2015-2017 Cycle.
The following standards, amendments and interpretations have been issued but are not yet effective
and have not been early adopted by the Group:

e [FRS 17-Insurance Contracts.

e Amendments to references to conceptual framework in IFRS Standards.
e Amendments to IFRS 3 in respect of Definition of Business

e Amendments to [AS | and [AS 8 in respect Definition of Material.

Significant accounting policies

Statement of compliance
The consolidated financial statements have been prepared in accordance with IFRSs and applicable
UAE law. These consolidated financial statements have been prepared in accordance with [FRS 10
that requires an entity (parent) that control one or more entities (subsidiary) to present consolidated
financial statements. Control is achieved when the company:

= Has power over the entity;

= [s exposed or has rights to variable returns from its involvement with the entity, and;

= Has the ability to use its power to effect its returns.

Basis of preparation

These consolidated financial statements have been prepared on the historical cost basis, except for
investment property measured at fair value. Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Functional and presentation currency
These consolidated financial statements have been presented in United Arab Emirates Dirham

(AED) which is the group functional and presentation currency.

Leases
The Group has adopted and applied IFRS 16. However, the provisions of IFRS 16 do not have a

material impact on the consolidated financial statements of the Group. A summary of significant
accounting policies adopted by the Group are as under:

i. Accounting for leases as a lessee
Subsequent to adoption of the standard, the Group considers whether a contract is or contains a
lease. A lease is defined as “a contract, or part of a contract, that conveys the right to use an asset
12




Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements (continued)
For the year ended December 31, 2019

3. Significant accounting policies (continued):

d. Leases (continued)

i Accounting for leases as a lessee (continued)

(the underlying asset) for a period in exchange for consideration’. To apply this definition the
Group assesses whether the contract meets three key evaluations which are whether:

e the contract contains an identified asset, which is either explicitly identified in the contract or
implicitly specified by being identified at the time the asset is made available to the Group.

e the Group has the right to obtain substantially all of the economic benefits from use of the
identified asset throughout the period of use, considering its rights within the defined scope of
the contract.

e The Group has the right to direct the use of the identified asset throughout the period of use.
The Group assesses whether it has the right to direct *how and for what purpose’ the asset is
used throughout the period of use.

Each lease term is determined on an individual basis and corresponds to the non-cancellable period
of the lease commitment, plus any option periods that are reasonably certain to be applied.

Measurement and recognition of leases as a lessee

At the commencement date, the Group measures the right-of-use asset and the lease liability at the
present value of the future lease payments at that date, discounted using the interest rate implicit in
the lease contract if that rate is readily available or the Group’s incremental borrowing rate.

The Group depreciates the right-of-use assets on a straight-line/systematic basis from the lease
commencement date. The Group also assesses the right-of-use asset for impairment when such
indicators exist.

Right-of-use assets includes the amount for lease liability, lease payments before/on commencement
date less lease incentives received (if any), initial direct cost incurred by the lessee and any estimate
of cost for dismantling the leased assets or restoring the site (if applicable) and if there are such
obligations.

Lease liability includes all the payments not paid at commencement date discounted to the present
value using the implicit interest rate in the lease contract or incremental borrowing rate if not
possible.

Lease payments not paid at commencement date included in the measurement of the lease liability,
are made up of fixed payments (including in substance fixed), variable payments based on an index
or rate, amounts expected to be payable under a residual value guarantees, payments arising from
options reasonably certain to be exercised and payments for penalties for terminating the lease if the
Group assumes terminating the lease early.

Subsequently, the right-of-use assets will be reduced for the depreciation/amortization and the lease
liability will be reduced for payments made and increased for interest using the constant period
interest rate. It is remeasured to reflect any reassessment or modification, or if there are changes in
in-substance fixed payments.

When the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use
asset, or profit and loss if the right-of-use asset is already reduced to zero.
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Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements (continued)
For the year ended December 31, 2019

3. Significant accounting policies (continued):

d.

e.

Leases (continued)

i Accounting for leases as a lessee (continued)

The Group has elected to account for short-term leases (leases with lease term of 12 months or
less) and leases of low-value assets using the practical expedients. Instead of recognising a
right-of-use asset and lease liability, the payments in relation to these are recognised as an
expense in profit or loss on a straight-line/systematic basis over the lease term.

On the statement of financial position, right-of-use assets and lease liabilities have been show
separately.

il. Accounting for leases as a lessor

The Group’s accounting for recognition under IFRS 16 has not changed from the comparative
period. As a lessor, the Group classifies its leases as either operating or finance leases. A lease
is classified as a finance lease if transfers substantially all the risks and rewards incidental to
the ownership of the underlying asset and classifies the same as an operating lease if it does
not.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment in value, if
any. Depreciation is charged to the statement of profit or loss on a straight-line basis over the estimated
useful lives of property, plant and equipment. The estimated useful lives and depreciation rates applied are

as follows:

_Assets Useful life
Buildings 20 years
Machinery and equipment 5 -7 years
Furniture and fixtures 4 -5 years
Motor Vehicles 3 -5 years

The estimated useful lives and depreciation method are reviewed periodically to ensure that the period and
method of depreciation are consistent with the pattern of economic benefits expected to flow to the Group
through the use of items of property, plant and equipment.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
towards the Group and the cost of that item can be measured reliably. All other repairs and maintenance are
charged to the statement of profit or loss when incurred.

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

At each statement of financial position date, the Group reviews the carrying amounts of its tangible 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. Where 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. It is the
management opinion that no such indication exist at the financial position date and accordingly no
adjustments or disclosure are required.
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Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements (continued)
For the year ended December 31, 2019

f

h.

Intangible assets
Intangible assets with finite useful life are carried at cost less accumulated amortization and

accumulated impairment losses, if any. Amortization is recognized on a straight-line basis over their
estimated useful lives. The estimated useful life and amortization method are reviewed at the end of
each reporting period, with the effect of any changes in estimate being accounted for on a
prospective basis.

Intangible assets include computer software is capitalized at cost only when future economic
benefits are probable. Cost includes purchase price together with any directly attributable
expenditure.

When the carrying amount of an intangible asset is greater than its estimated recoverable amount, it
is written down immediately to its estimated recoverable amount and is reviewed at the end of each
reporting period for possible reversal of impairment loss.

Computer software estimated useful life of 5 years.

Investment property

Property that is held for long-term rental yields or for capital appreciation or both, and that is not
occupied by the Group is classified as investment property. Investment property is measured initially
at its cost, including related transaction costs and where applicable borrowing costs

After initial recognition, investment property is carried at fair value. The fair value is based on active
market prices, adjusted, if necessary, for differences in the nature, location or condition of the
specific asset. If this information is not available, the Group uses alternative valuation methods, such
as recent prices on less active markets. Valuations are performed as of the financial position date by
professional valuers who hold recognized and relevant professional qualifications and have recent
experience in the location and category of the investment property being valued. These valuations
form the basis for the carrying amounts in the financial statements.

Changes in fair values are recognized in the statement of comprehensive income. Investment
properties are derecognized when they have been disposed. If an investment property becomes
owner-occupied, it is reclassified as property, plant and equipment. Its fair value at the date of
reclassification becomes its cost for subsequent accounting purposes.

If an item of owner-occupied property becomes an investment property because its use has changed,
any difference resulting between the carrying amount and the fair value of this item at the date of
transfer is treated in the same way as a revaluation under [AS 16. Any resulting increase in the
carrying amount of the property is recognized in the statement of comprehensive income to the
extent that it reverses a previous impairment loss, with any remaining increase recognized in other
comprehensive income and increase directly to equity in revaluation surplus within equity. Any
resulting decrease in the carrying amount of the property is initially charged in other comprehensive
income against any previously recognized revaluation surplus, with any remaining decrease charged
to income statement. Where an investment property undergoes a change in use, evidenced by
commencement of development with a view to sale, the property is transferred to inventories. A
property’s deemed cost for subsequent accounting as inventories is its fair value at the date of
change in use.

Gains and losses on disposal are determined by comparing proceeds with the asset’s carrying
amount and are recognized in the income statement within “Other income”.

Inventories

Inventories are stated at the lower of cost and net realizable value with due allowance for any
obsolete or slow-moving items. Net realizable value is the estimate of selling price in the ordinary
course of business, less the selling expenses. Cost is determined on the weighted average basis and
includes expenditure incurred in acquiring the inventories and bringing them to their existing
location and condition.

15



Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements (continued)
For the year ended December 31, 2019

i

Trade receivables

Trade receivables are measured at fair value and are stated net of amounts estimated to be
uncollectible (Expected credit loss - ECL). An estimate is made for doubtful receivables based on a
review of the outstanding amounts at the year end. Bad debts are written off, in the year in which
they are identified. The Group uses simplified approach to estimating expected credit losses i.e.
lifetime ECL. The simplified approach requires expected lifetime losses to be recognized form initial
recognition of the trade receivables.

Value added tax (VAT)

Value added tax is imposed on import and supply of goods or services, including deemed supply, at
each stage of production and distribution. Tax collected or due on supply of services are credited to
output tax account and tax paid on purchases and business expenses and are available for input tax
credit are debited to input tax account. At the end of each tax period, value added tax payable /
receivable is calculated in accordance with UAE Tax Laws and are carried in the statement of
financial position.

Cash and cash equivalents

Cash and cash equivalents for purpose of statement of cash flows comprise cash on hand, cash at
bank in current accounts and short-term deposits with a maturity date of three months or less from
the date of placement.

Financial instruments

Financial assets and financial liabilities are recognized when Group becomes a party to the
contractual provisions of the instruments. All financial assets and financial liabilities are initially
measured at fair value except for trade receivables which are initially recognized at transaction price.
Transaction costs that are directly attributable to the acquisition or issue of financial assets and
financial liabilities (other than financial assets and financial liabilities at fair value through profit or
loss) are added to or deducted from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit or loss are recognised immediately
in profit or loss.

The Group classifies and subsequently measures its financial assets into one of the categories
discussed below, depending on the purpose for which the asset was acquired. Other than financial
assets in a qualifying hedging relationship, the Group’s accounting policy for the relevant applicable
category is as follows:

(i)  Amortized cost
These assets arise principally from the provision of goods and services to customers (e.g. trade
receivables from related parties), but also incorporate other types of financial assets where the
objective is to hold these assets in order to collect contractual cash flows and the contractual
cash flows are solely payments of principal and interest. They are initially recognised at fair
value plus transaction costs that are directly attributable to their acquisition or issue and are
subsequently carried at amortized cost using the effective interest rate method, less provision
for impairment.

The Group's financial assets measured at amortized cost comprise trade receivables and other
assets (except prepayments), contract assets, due from related parties, short term deposits and
cash and cash equivalents.

-(ii)  Fair value through other comprehensive income
Financial assets are measured at fair value through other comprehensive income if it meets
both of the following conditions:

e it is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling the financial assets, and

e the contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.
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Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements (continued)
For the year ended December 31, 2019

3. Significant accounting policies (continued):

I.  Financial instruments (continued)

(iiiy  Fair value through other comprehensive income
As at the date of statement of financial position, the Group does not have any financial assets
designated as fair value through other comprehensive income.

(iv)

(iii)

Fair value through profit or loss

Fair value through profit or loss are financial assets that are either designated on this category
or not classified as financial assets at amortized cost or fair value through other comprehensive
income. They are carried in the statement of financial position at fair value with changes in fair
value recognised in profit or loss.

As at the date of the statement of financial position, the Group does not have any assets held
for trading nor does it voluntarily classify any financial assets as being at fair value through
profit or loss.

Fair value through profit or loss (continued)

The Group classifies and subsequently measures its financial liabilities into one of two
categories below, depending on the purpose for which the liability was acquired:

(i)

(i)

Fair value through profit or loss

Financial liabilities are classified under this category through fair value option.
Derivative instruments (including embedded derivatives) with negative fair values,
except those covered by hedging accounting relationships, are also classified under this
category. The Group carries financial liabilities at fair value through profit or loss using
the fair values and reports fair value changes in profit or loss. Fair value changes from
derivatives accounted for as part of an effective accounting hedge are recognized in
other comprehensive income and presented in the statement of changes in equity.

As of the date of statement of financial position, the Group does not have any financial
liabilities at fair value through profit or loss.

Other financial liabilities

Interest bearing borrowings are initially recognized at fair value net of any transaction
costs directly attributable to the issue of the instrument. Such interest bearing liabilities
are subsequently measured at amortized cost using the effective interest rate method,
which ensures that any interest expense over the period to repayment is at a constant rate
on the balance of the liability carried in the statement of financial position. For the
purposes of each financial liability, interest expense includes initial transaction costs and
any premium payable on redemption, as well as any interest or coupon payable while
the liability is outstanding. Other financial liabilities, including trade and other payables,
provision for employees’ benefits and due to related parties, are initially measured at fair
value, net of transaction costs. Other financial liabilities are subsequently measured at
amortised cost using the effective interest method, with interest expense recognised on
an effective yield basis.

Subsequent to initial recognition, financial liabilities are not reclassified.

Impairment of financial assets

The Group rrecognizes a loss allowance for expected credit losses (ECL) on financial assets at
amortized cost and financial assets at fair value through other comprehensive income. ECLs are
based on the difference between the contractual cash flow due in accordance with the contract and
all the cash flows that the Group expects to receive, discounted at the effective interest rate.

For credit exposures of financial assets in which there has not been a significant increase in credit
risk since initial recognition or that have low credit risk at reporting date, for these assets, 12 months
expected credit losses ("|ECL") are recognized and interest revenue is calculated on the gross

carrying
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Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements (continued)
For the year ended December 31, 2019

3. Significant accounting policies (continued):

l

Financial instruments (continued)

Impairment of financial assets (continued)

amount of the asset (that is, without deduction of for credit allowances). Financial assets in which
there has been a significant increase in credit risk since initial recognition (unless they have a low
credit risk at reporting date) but they do not have objective evidence of impairment, for these assets,
life time ECL are recognized, however, interest revenue is still calculated on the gross carrying
amount of the asset. Financial assets that have objective evidence of impairment at reporting date,
for these assets lifetime ECL are recognized and interest revenue is also calculated on the net
carrying amount (that is, net of credit allowance).

Management opted to apply the “simplified approach™ on trade receivables that do not contain any
significant financing component, other than these the management shall apply the former approach i-
e “general approach” to all other type of financial assets.

Derecognition of financial assets and financial liabilities
A financial asset (or where applicable, a part of a financial asset or a part of a group of similar
financial assets) is primarily derecognized when:

e the rights to receive cash flows from the asset have expired or

e the Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay them in full without material delay to a related party and either (i) has
transferred substantially all the risks and rewards of the asset or (ii) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.

A financial liability is derecognized 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 difference 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 the new liability. The difference in the respective carrying amounts is recognized
in profit or loss.

Offsetting financial assets and financial liabilities

Financial assets and financial liabilities are offset and reported on a net basis in the accompanying
statement of financial position when a legally enforceable right to set-off such amounts exists and
when the Group intends to settle on a net basis or to realise the assets and settle the liabilities
simultaneously.

Employees' end of service indemnity

The Group provides end of service benefits to its employees in accordance with UAE labor law. The
entitlement to these benefits is based upon the employees’ final basic salary and length of service,
subject to the completion of a minimum service period. The expected costs of these benefits are
accrued over the period of employment.

Trade payables
Liabilities are recognized for amounts to be paid for goods and services received by the Group,

whether billed or not. Trade payables are generally settled as per the credit terms agreed with the
vendors.

Leave salary and air ticket
Vacation and air ticket costs are accrued in the period in which they are due.

Provisions

Provisions are established when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that the Group will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation.
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Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements (continued)
For the year ended December 31, 2019

3. Significant accounting policies (continued):

p. Provisions (continued)
The amount recognized as a provision is the best estimate of the consideration required to settle the
present obligation at the balance sheet date, taking into account the risks and uncertainties
surrounding the obligation.

Where a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows.

q. Foreign currencies
For the purpose of the consolidated financial statements, the results and the financial position of the
Group are expressed in United Arab Emirates Dirham (AED), which is the functional currency of the
Group.

All assets and liabilities of the Group are denominated in functional currency which is AED.
However, the revenue stream of the Group is received in multiple currencies. All the amounts
received in foreign currencies are translated into AED at standard average rates with the resulting
foreign exchange gain or loss being directly recognized in profit or loss for the year.

r. Revenue

The Group has adopted IFRS 15, the day it became effective and assessed that the impact of I[FRS
15, which was not material on the consolidated financial statements of the Group on adoption and
reporting date.

The application of the new standard required the Group to apply the following new accounting
policies:

The Group recognizes revenue from contracts with customers based on a five step model as set out
in [FRS 15:

1. [dentify the contract(s) with a customer: A contract is defined as an agreement between two
or more parties that creates enforceable rights and obligations and sets out the criteria for
every contract that must be met.

2. Identify the performance obligations in the contract: A performance obligation is a promise in
a contract with a customer to transfer a good or service to the customer.

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

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 amount of consideration to
which the Group expects to be entitled in exchange for satisfying each performance
obligation.

5. Recognize revenue when (or as) the entity satisfies a performance obligation at a point in
time or over time.

The Group satisfies a performance obligation and recognizes revenue over time, if one of the
following criteria is met:

o The customer simultaneously receives and consumes the benefits provided by the Group’s
performance as the Group performs; or

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

° 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.
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3. Significant accounting policies (continued):

r.

Revenue (continued)

Revenue is measured at the fair value of the consideration received or receivable, taking into account
contractually defined terms of payment and excluding taxes. The Group assesses its revenue
arrangements against specific criteria to determine if it’s acting as a principle or agent. The Group
concluded that it’s acting a principle on all of its revenue arrangements.

A loss is recognized in the statement of comprehensive income when the expected contract costs
exceed the total anticipated contract revenue.

The Group combines two or more contracts entered into at or near the same time with the same
customer and accounts for the contracts as a single contract if one or more of the following criteria
are met:

e The two or more contracts entered into at or near the same time with the same customer are
negotiated as a package, with a single commercial objective;

e The amount of consideration to be paid in one contract depends on the price or performance of
the other contract; or

® The goods or services promised in the contracts (or some goods or services promised in each of
the contracts) as a single performance obligation.

If the above criteria is met, the arrangements are combined and accounted for a single arrangement
for revenue recognition.

Pre-contract costs of obtaining a contract with a customer is recognized as an asset if those costs are
expected to be recovered.

Revenue is recognized in the statement of comprehensive income to the extent that it is highly
probable that a significant reversal in the amount of cumulative revenue recognized will not occur
and the revenue and costs, if applicable, can be measured reliably.

4. Critical accounting judgements and keys sources of estimation uncertainty:

The preparation of consolidated financial statements in conformity with [FRS requires management to
make judgement, estimates and assumptions that may affect the reported amount of financial assets and
liabilities, revenue, expenses, disclosure of contingent liabilities and the resultant provisions and fair
values. Such estimates are necessarily based on assumptions about several factors and actual results may
differ from the reported amounts. Estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised and
in the future periods affected.

a.

Useful life of property and equipment

Property and equipment are depreciated over its estimated useful life, which is based on estimates
for expected usage of the asset and expected physical wear and tear. Management has not considered
any residual value as it is deemed immaterial.

Impairment of financial assets

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

Investment property

The fair value of investment properties is determined by using valuation techniques. Further details
of the judgements and assumptions made, see note 7. At 31 December 2019, if the price per square
feet increased/decreased by 10%, with all other variables held constant, the value of the investment
property would have been higher/lower by AED 2.52 million (2018: AED 2.02 million higher/lower)
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Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements (continued)
For the year ended December 31,2019

4. Ceritical accounting judgements and keys sources of estimation uncertainty (continued):

d.

e.

Provision for inventory obsolescence

Allowance for obsolete inventory is determined using a combination of factors, including the overall
quality, stability and ageing of inventories. Management makes allowance for inventory
obsolescence based on its best estimates at the statement of financial position date. Management
estimates that the allowance required for the year ending December 31, 2019 is AED 1,292,800
(2018: AED 1,048,097).

Calculation of loss allowance

When determining the loss allowance on receivables, management estimates expected credit loss.
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 loss arising on default. It is based on difference between the
contractual cash flow due and those that the lender would expect to receive, taking into account cash
flows from collateral and integral credit enhancement.

Provisions

The amount recognized as a provision is the best estimate of the consideration required to settle the
present obligation at the financial position date, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the cash flows estimated to settle
the present obligation, its carrying amount is the present value of those cash flows.

Revenue recognition

In recognizing revenue from the customers, management makes judgement in respect of nature and
timings of the satisfaction of performance obligations, including significant payment terms and
related revenue recognition policies. This results in decision on whether revenue is to be recognized
over time or at a point in time.
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Gulfa Mineral Water and Processing Industries Co. P.L.C.

Notes to the consolidated financial statements (continued)
For the year ended December 31, 2019

6.

7.

8.

Intangible assets:

The movement in the intangible assets is as follows:

Cost
At December 31,2018
At December 31, 2019

Accumulated amortization
As at January 1, 2018
Charge for the year

At December 31, 2018
Charge for the year

At December 31, 2019

Net book value
At December 31, 2019

At December 31, 2018

Investment property:

The movement in the investment property is as follows.

Cost

As at January 1,

Gain / (loss) on fair value adjustment
At December 31,

2019

AED
20,163,800
5,032,700

Computer
softwares
AED

152,040

152,040

22,806
30,408

53,214
30,533

83,747

68,293

98,826

2018
AED
25,196,000
(5,032,200)

25,196,500

20,163,800

Investment property comprises of the land Plot 0148, Ajman registered in the name of M/s. Gulfa
General Trading L.L.C. During 2018, management have chosen to fair value its investment property as it
shows a more reliable view of the Group's financial position and carried out an internal valuation of the
land to update their assessment as December 31, 2018 and determined the fair value of the Group's

investment at AED 20,163,800.

During 2019, the land has been transferred to M/s. Gulfa General Trading L.L.C. and a valuation of the
land was done by a professionally qualified external valuer who issued a valuation report dated March

10, 2019 with a fair value of AED 25,196,500.

Inventories:

Raw materials
Spare parts
Finished products

Less: provision for slow moving inventories

December 31,

December 31,

2019 2018

AED AED
2,230,642 3,196,832
2,465,634 2,519,749
706,552 911,160
5,402,828 6,627,741
(1,292,800) (1,048,097)
4,110,028 5,579,644
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Gulfa Mineral Water and Processing Industries Co. P.L.C.
Notes to the consolidated financial statements (continued)
For the year ended December 31, 2019

8. Inventories (continued):
Below is the movement of provision for slow moving inventories:

As at January |
Charge for the year

As at December 31,

9, Trade receivables:

Trade receivables
Less: Provision for expected credit losses

2019 2018

AED AED
1,048,097 246,511
244,703 801,586
1,292,800 1,048,097
December 31, December 31,
2019 2018

AED AED
8.814,254 10,766,719
(8,221,461) (7.956.,204)
592,793 2,810,515

The age analysis of unimpaired trade receivables is as follows:

December 31,

December 31,

2019 2018
AED AED
Not yet due 138,812 1,990,090
Up to 3 months 436,865 494,933
Over 3 months 8,238,577 8,281,696
8,814,254 10,766,719
Below is the movement for expected credit losses:
2019 2018
AED AED
As at January | 7,956,204 7,106,852
Charge for the year — Note 20 448,514 849,352
Written back during the year (183,257) -
As at December 31, 8,221,461 7,956,204
10. Other assets:

December 31, December 31,
2019 2018
AED AED
Advances to suppliers 31,861 883,315
Prepayments 385,469 232,171

Less: provision for expected losses on advances and
prepayments - (906,948)
417,330 208,538
Refundable deposit 160,999 147,732
Margin on letters of guarantee 435,345 693,000
Others 3,933 10,719
1,017,607 1,059,989

24
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11. Net value added tax (VAT) receivable:

The movement in the net value added tax (VAT) receivable is as follows:

December 31, December 31,

2019 2018

AED AED

Input 1,177,125 416,406
Output (816,826) (399,332)
360,299 17,074

12. Cash and cash equivalents:

December 31,

December 31,

2019 2018

AED AED

Cash in hand 145,394 46,766
Cash at bank 56,559 1,897,095
Short term deposits 94,403 94,403
296,356 2,038,264

13. Share capital:

The Group's authorized share capital is AED 40 million comprising of 40 million shares with nominal
value of AED [ each as at December 31, 2019. The issued and fully paid up capital is AED 30 million
comprising of 30 million shares with nominal value of AED 1 each, all shares are were paid in cash.

14. Statutory reserves:

15.

In accordance with article of association of the Group in line with the provisions of United Arab
Emirates Federal Commercial Law no. (2) of 2015 (as amended), the Group is required to contribute
10% of the profit for the year until such time, till it equals to 50% of the share capital of Group. This
reserve is not available for distribution.

General reserves:

In compliance with the Group articles of association, the Board of Directors determine a percentage of net
profit to be transferred to the general reserves. The transfer may be stopped by an ordinary resolution
adopted by the Group as recommended by the Board of Directors. There are no restrictions on distributions

from the general reserves.

16. Provision for employees’ end of service indemnity:

December 31,

December 31,

2019 2018

AED AED
As at January 1, 2,218,034 3,376,909
Provided / (reversal) during the year 516,797 (250,771)
Transfer to a related party ~ (21,047)
Payments made during the year (1,141,496) (887,057)
As at December 31, 1,593,335 2,218,034
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17. Trade and other pavables:

Trade payables
Accrued expenses
Employee benefits
Other payables

18. Net sales:

Sales
Returns and discounts

19. Cost of sales:

Cost of goods sold

Depreciation

Ajman government — concession fees
Staff costs

Slow moving inventory

20. General and administrative expenses:

Staff costs

Governmental expenses

Repairs, maintenance and utilities
Professional and legal
Depreciation

Credit loss

Others

December 31,

December 31,

2019 2018
AED AED
3,870,484 2,274,809
3,065,805 2,637,450
475,993 395,214
28,296 58,289
7,440,578 5,365,762
2019 2018
AED AED
14,284,239 28,553,391
(238,531) (3,434,644)
14,045,708 25,118,747
2019 2018
AED AED
7,229,332 17,563,566
2,453,859 2,391,466
2,008,337 2,000,000
1,906,138 4,057,240
244,703 -
13,842,369 26,012,272
2019 2018
AED AED
1,821,666 1,382,671
525,279 ]
108,389 357,937
1,349,264 295,753
162,985 159,986
448,514 849,352
865,746 979,378
5,281,843 4,025,077
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21. Selling and distribution expenses:

2019 2018
AED AFED
Vehicle expenses 2,062,642 1,083,215
Staff costs 1,718,234 4,347,801
Advertisement 102,657 192,737
Depreciation and amortisation 89,184 60,316
Others 661,900 378,779
4,634,617 6,062,848

22. Other income:
2019 2018
AED AED
Gain on sale of property, plant and equipment 60,000 19,982
Bad debts recovered 201,469 -
Others 221,909 139,882
483,378 159,864

23. Financial instruments:

a) Significant accounting policies
Details of the significant accounting policies and methods adopted, including the criteria for
recognition, the basis of measurement and the basis on which income and expenses are recognized,
in respect of each class of financial asset, financial liability and equity instrument are disclosed in
note 3 to the consolidated financial statements.

b) Fair value
Financial assets of the Group include trade receivables, other assets (excluding prepayments and
advances to suppliers), net value added tax (VAT) receivable and cash and cash equivalents.
Financial liabilities include trade and other payables. The management believes that the fair value of
the above financial assets and liabilities are not significantly different from their carrying amounts at
the statement of financial position date.

¢) Categories of financial instruments

December 31, December 31,
2019 2018
Financial assets: AED AED
Trade receivables 592,793 2,810,515

Other assets (excluding prepayments and advances to
suppliers) 600,277 851,451
Net value added tax (VAT) receivable 360,299 17,074
Cash and cash equivalents 296,356 2,038,264
1,849,725 5,717,304

Financial liabilities:

Trade and other payables 6,964,585 4,970,548
6,964,585 4,970,548
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23. Financial instruments (continued):

¢) Categories of financial instruments (continued)

The table below shows the maximum exposure to credit risk:

December 31,

December 31,

2019 2018

AED AED

Trade receivables 592,793 2,810,515
Other assets (excluding prepayments and advances to

suppliers) 600,277 851,451

Net value added tax (VAT) receivable 360,299 17,074

1,553,369 3,679,040

24. Financial risk management:

The Group has exposure to the following risks from its use of financial instruments:

- Credit risk

- Liquidity risk

- Currency risk
Interest rate risk

This note presents information about the Group’s exposure to each of the above risks, the Group’s
objectives, policies and processes for measuring and managing risk, and the Group’s management of
capital.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss. For all classes of financial assets held by the Group, the
maximum exposure to credit risk to the Group is the carrying value as disclosed in the statement of

financial position.

Cash and cash equivalents are placed with reputable banks having international operations.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its commitments associated with trade
payables when they fall due. The Group limits its liquidity risk by taking necessary steps to cover it by
ensuring that adequate cash is available to limit its needs and exposure to such risks.

The table below shows the maximum exposure to liquidity risk:

Less than 1
2019 year Total
AED AED
Trade and other payables 7,440,578 7,440,578
7,440,578 7,440,578

Less than 1
2018 year Total
AED AED
Trade and other payables 5,365,762 5,365,762
5,365,762 5,365,762
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24,

26.

Financial risk management (continued):

Exchange rate risk

There are no significant exchange rate risks, substantially all financial assets and financial liabilities are
denominated in UAE Dirhams or USD to which the dirham is pegged.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. Currency risk arises on financial instruments that are
denominated in a foreign currency, i.e. in a currency other than the United Arab Emirates Dirham. The
Management closely monitors fluctuations on a daily basis in order to mitigate currency risks.

Interest rate risk
The Group is not exposed to interest rate risk as it has not availed any financing facility whether long
term or short term from any scheduled bank.

. Comparative figures

Previous year’s amounts with respect to trade and other receivables, other assets, net value added tax
(VAT) receivable, loss allowance and general and administrative expenses have been reclassified as it is
considered that the revised amount, which has been adopted in the current accounting period. The impact
of the reclassification in the financial statements is as follows:

Effect of
(As reported) reclassification (As reclassified)
December 31, December 31, December 31,
2018 2018 2018
AED AED AED
Extracts from the statement of
financial position
Current assets
Trade and other receivables 3,887,578 (3,887,578) -
Trade receivables 2,810,515 2,810,515
Other assets 1,059,989 1,059,989
Net value added tax (VAT)
receivable 17,074 17,074
3,887,578 - 3,887,578
Extracts from the statement of
comprehensive income
Loss allowance (1,553,396) 849,352 (704,044)
General and administrative
expenses (3,175,725) (849,352) (4,025,077)
(4,729,121) - (4,729,121)

Litigation

The Group has filed cases against ten customers claiming an amount of AED 3,605,555, the cases are
still pending for execution and the Group has taken full provision against the related customers balances.
One case has been filed against the Group from Ajman Government for cancelling the concession
agreement of the factory land. As per court execution, the concession agreement is cancelled starting |

January 2020.
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