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GENERAL MANAGER’S REPORT 

The General Manager have pleasure in submitting the report and audited financial statements of Elgi 
Gulf Mechanical and Engineering Equipment Trading L.L.C, Dubai (“the Company”) for the year ended 
31 March 2025. 

Legal status and principal activities 

The Company is registered as a limited liability company in the Emirate of Dubai pursuant to Federal 
Law No.2 of 2015 and its subsequent amendments which was superseded by Federal Law No. 32 of 
2021 and its subsequent amendments (effective from 2 January 2022). The Company is operating 
under commercial license No. 840814 issued on 20 June 2019 by the Department of Economic 
Development, Government of Dubai. 

The principal activity of the Company is trading in engines and machinery spare parts, pumps, engines 
and valves and spare parts. 

The Company is wholly owned and controlled by M/s. Elgi Gulf FZE, Sharjah Airport International Free 
Zone, Sharjah. The Company is managed by Mr. Shyamsunder Pushpagiri Rammohan. 

The principal place of business is located at office 20/1 Empire Heights, Podium Level 3, Business Bay, 
Dubai, UAE. 

Operating results 

During the year ended 31 March 2025, the Company achieved revenue of AED 25,221,384 (2024 – 
AED 23,106,771) and earned a profit after tax of AED 3,256,748 (2024 – AED 2,016,573). 

Shareholding 

The shareholding structure of the Company at the beginning and end of the reporting date is as 
follows: 

Name of shareholders 

Number 
of shares 

% of 
shareholding 

Value 

in AED 

M/s. Elgi Gulf (FZE), Sharjah Airport International Free Zone, 
Sharjah 

300 100% 300,000 

=== ==== ====== 

AUDITORS 

Messrs VIBE Auditors L.L.C, the auditors of the Company, have indicated their willingness to continue 
in office. 

______________________________
Shyamsunder Pushpagiri Rammohan
Manager 
23 April 2025 
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STATEMENT OF FINANCIAL POSITION 
AT 31 MARCH 2025 

Note 2025 2024 
Assets  AED AED 
Non-current assets 
Furniture and equipment 3   5,532 6,862 

------- ------- 
Total non-current assets   5,532 6,862 

-------- ------- 
Current assets 
Inventories 4         126,580 95,837 
Accounts and other receivables 5       5,962,540 2,331,299 
Bank balance 6      1,495,171 2,584,737 

------------- ------------- 
Total current assets       7,584,291 5,011,873 

------------- -------------- 
Total assets   7,589,823 5,018,735 

======== ======== 
Shareholder’s funds and liabilities 
Shareholder’s funds 
Share capital 7 300,000 300,000 
Statutory reserve 8 150,000 150,000 
Retained earnings 5,732,890 2,476,142 

------------- ------------- 
Total shareholder’s funds       6,182,890 2,926,142 

------------- -------------- 
Liabilities 
Non-current liabilities 
Employees’ terminal benefits 9         300,686 266,969 

----------- ----------- 
Total non-current liabilities    300,686 266,969 

----------- ----------- 
Current liabilities 
Accounts and other payables 10 1,106,247 1,825,624 

------------- ------------- 
Total current liabilities        1,106,247 1,825,624 

------------- ------------- 
Total liabilities 1,406,933 2,092,593 

------------- ------------- 
Total shareholder’s funds and liabilities       7,589,823 5,018,735 

======== ======== 

______________________________ 
Shyamsunder Pushpagiri Rammohan 
Manager 
23 April 2025 

The attached notes 1 to 21 form part of these financial statements. 
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STATEMENT OF COMPREHENSIVE INCOME  
FOR THE YEAR ENDED 31 MARCH 2025 
 

 Note 2025 2024 
  AED AED 
Income    
Revenue 11 25,221,384 23,106,771 
Direct costs 12   (19,253,176) (12,820,297) 
  ---------------- ---------------- 
Gross profit  5,968,208  10,286,474 
Other income 13               6,526 2,727 
  -------- -------- 
  5,974,734 10,289,201 
  ------------- --------------- 
Expenses    
Management fee 17 -- 7,308,368 
Salaries and employee related costs  1,426,285 511,325 
General and administration 14 445,668  148,971 
Selling and distribution  15 544,271  291,847 
Finance charges 16 9,874  9,939 
Depreciation 3 5,186  2,178 
  -------- -------- 
  2,431,284 8,272,628 
  ------------- ------------- 
Net profit and total comprehensive income before tax        3,543,450 2,016,573 
    
Corporate tax expense 20           286,702  -- 
  ----------- --- 
Net profit and other comprehensive income for the year        3,256,748  2,016,573 
  ======== ======== 
 
 
 
 
 
 
   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The attached notes 1 to 21 form part of these financial statements.
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STATEMENT OF CHANGES IN SHAREHOLDER’S FUNDS 
FOR THE YEAR ENDED 31 MARCH 2025 
 
 
 
Year to 31 March 2025 

Share 
capital 

Statutory 
reserve 

 
Retained 
earnings 

Total 
shareholder’s 

funds  
 AED AED AED AED 
     
Balance at the beginning of the year  300,000 150,000 2,476,142 2,926,142 
Income recognition     
Total comprehensive income for the year -- -- 3,256,748 3,256,748 

 --- --- ------------- ------------- 
Balance at the end of the year 300,000 150,000 5,732,890 6,182,890 
 ====== ====== ======== ======== 

 
 
 
 
Year to 31 March 2024 

Share 
capital 

Statutory 
reserve 

 
Retained 
earnings 

Total 
shareholder’s 

funds  
 AED AED AED AED 
     
Balance at the beginning of the year  300,000 60,956 548,613 909,569 
Income recognition     
Total comprehensive income for the year -- -- 2,016,573 2,016,573 

Other movements     
Transfer during the year -- 89,044 (89,044) -- 
 --- --------- ----------- --- 
Balance at the end of the year 300,000 150,000 2,476,142 2,926,142 
 ====== ====== ======== ======== 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
The attached notes 1 to 21 form part of these financial statements.
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STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED 31 MARCH 2025 
 

 Note 2025 2024 
  AED AED 
Cash flows from operating activities    
    
Net profit before tax for the year  3,543,450 2,016,573 
Adjustments for:    

Depreciation 3 5,186  2,178 
Provision for employees’ terminal benefits 9 78,352 33,155 
  --------- --------- 
Net cash from operating activities before changes in working 
capital 

  
3,626,988 

 
2,051,906 

(Increase)/ decrease in inventories      (30,743) 101,888 
Increase in accounts and other receivables  (3,631,241) (658,926) 
(Decrease)/ increase in accounts and other payables  (1,006,079) 746,351 
Employees’ terminal benefits paid during the year 9   (44,635) -- 
   ----------- --- 

Net cash (used in)/ from operating activities  (1,085,710) 2,241,219 
  --------------- ------------- 
Cash flows from investing activities    
    

Purchase of furniture and equipment 3       (3,856) (7,160) 
  --------- --------- 
Net cash used in investing activities        (3,856) (7,160) 
  --------- --------- 
(Decrease)/ increase in cash and cash equivalents during the 
year 

  
(1,089,566) 

 
2,234,059 

Cash and cash equivalents at beginning of the year  2,584,737  350,678 

  ------------- ----------- 
Cash and cash equivalents at end of the year 6 1,495,171 2,584,737 
  ======= ======= 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The attached notes 1 to 21 form part of these financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS 
AT 31 MARCH 2025 
 
1 Legal status and principal activities 

 
Elgi Gulf Mechanical and Engineering Equipment Trading L.L.C., Dubai (“the Company”) is a limited 
liability company incorporated in the Emirate of Dubai on 20 June 2019 under Federal Law No. (2) of 
2015 and its subsequent amendments which was superseded by Federal Law No. 32 of 2021 and, its 
subsequent amendments (effective from 2 January 2022) and operates under license no. 840814 
issued by the Department of Economic Development, Government of Dubai. 
 
The principal activity of the Company is trading in engines and machinery spare parts, pumps, engines 
and valves and spare parts. 
 
The Company is wholly owned and controlled by M/s. Elgi Gulf FZE, Sharjah Airport International Free 
Zone, Sharjah. The Company is managed by Mr. Shyamsunder Pushpagiri Rammohan. 
 
The principal place of business is located at office 20/1 Empire Heights, Podium Level 3, Business 
Bay, Dubai, UAE. 

 

2 Basis of preparation and material accounting policies and estimates 
 

2.1 Basis of preparation 
 

Statement of compliance 
 

These financial statements have been prepared in accordance with the International Financial 
Reporting Standards (IFRS Accounting Standards) issued by the International Accounting Standards 
Board (IASB) and interpretations issued by the International Financial Reporting Interpretations 
Committee (IFRIC) of the IASB. The financial statements have been prepared in Arab Emirates 
Dirhams. 
 
In the current period, the Company has adopted all applicable new and revised Standards and 
Interpretations issued by IASB and the IFRIC that are effective for accounting periods beginning on or 
after 1 April 2024. 
 

Basis of measurement 
 

The financial statements are prepared under the historical cost convention and on the basis that the 
Company will continue to operate as a going concern. The principal accounting policies that have been 
applied consistently by the Company to all periods presented in these financial statements are set out 
below. 

 

2.2 Changes in accounting policies  
 

New and amended standards adopted by the Company 
 

New and amended standards effective as of 1 April 2024 were either not relevant to the Company or 
did not have any material impact on the presentation and disclosure of items on the financial statements 
of the Company. 
 

 Amendments issued but not yet effective 
 

The following standards and amendments to existing standards that are applicable to the Company 
have been published and are mandatory for accounting periods beginning after 1 April 2024, but which 
have not been early adopted by the Company: 

 
a) IFRS 18 ‘Presentation and Disclosures in Financial Statements’ 

 
IFRS 18 replaces IAS 1 Presentation of Financial Statements. Many requirements in IAS 1 have 
been carried forward without any amendments and complementing them with new requirements. 
In addition, some IAS 1 paragraphs have been moved to IAS 8 Accounting Policies, Changes in 
Accounting Estimates and Errors and IFRS 7 Financial Instruments: Disclosures. Furthermore, 
minor amendments have been made to IAS 7 Statement of Cash Flows and IAS 33 Earnings Per 
Share.  
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 
AT 31 MARCH 2025 
 

2 Basis of preparation and material accounting policies and estimates (Continued) 
 

2.2 Changes in accounting policies (Continued) 
 
IFRS 18 introduces new requirements to:  

• present specified categories and defined subtotals in the statement of profit or loss  

• provide disclosures on management-defined performance measures (MPMs) in the notes 
to the financial statements  

• improve aggregation and disaggregation.  
 

The revised IAS 8 and IFRS 7 as well as the amendments to IAS 7 and IAS 33 become effective 
when an entity applies IFRS 18. 

 
The amendments are effective for annual reporting periods beginning on or after 1 January 2027 
and must be applied retrospectively with specific transition provisions. Earlier application is 
permitted. The Company is currently assessing the impact of the amendments on the presentation 
and disclosure of items in the financial statements for future periods.  
 

b) IFRS 19 ‘Subsidiaries without Public Accountability: Disclosures’ 
 

IFRS 19 permits an eligible subsidiary to provide reduced disclosures when applying IFRS 
Accounting Standards in its financial statements. A subsidiary is eligible for the reduced 
disclosures if it does not have public accountability and its ultimate or any intermediate parent 
produces consolidated financial statements available for public use that comply with IFRS 
Accounting Standards. IFRS 19 is optional for subsidiaries that are eligible and sets out the 
disclosure requirements for subsidiaries that elect to apply it.  

 
An entity is only permitted to apply IFRS 19 if, at the end of the reporting period:  

• it is a subsidiary (this includes an intermediate parent)   

• it does not have public accountability, and  

• its ultimate or any intermediate parent produces consolidated financial statements available 
for public use that comply with IFRS Accounting Standards.  
 

A subsidiary has public accountability if: 

• its debt or equity instruments are traded in a public market or it is in the process of issuing such 
instruments for trading in a public market (a domestic or foreign stock exchange or an over-the 
counter market, including local and regional markets), or 

• it holds assets in a fiduciary capacity for a broad group of outsiders as one of its primary 
businesses (for example, banks, credit unions, insurance entities, securities brokers/dealers, 
mutual funds and investment banks often meet this second criterion).  

 
Eligible entities can apply IFRS 19 in their consolidated, separate or individual financial statements. 
An eligible intermediate parent that does not apply IFRS 19 in its consolidated financial statement 
may do so in its separate financial statements. If an entity elects to apply IFRS 19 for a reporting 
period earlier than the reporting period in which it first applies IFRS 18, it is required to apply a 
modified set of disclosure requirements set out in an appendix to IFRS 19.  
 
The amendments are effective for annual reporting periods beginning on or after 1 January 2027 
and must be applied retrospectively. Earlier application is permitted. The amendments are not 
expected to have a material impact on the presentation and disclosure of items in the financial 
statements for future periods. 

 
2.3 Material accounting policies 
 

a) Current and non-current classification in the statement of financial position 
 

An asset is current when it is: 
 

- Held primarily for the purpose of trading 
- Expected to be realized or intended to be sold/ consumed in the normal operating cycle 
- Expected to be realized within twelve months after the reporting period 
- Cash or cash equivalents 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 
AT 31 MARCH 2025 
 
2 Basis of preparation and material accounting policies and estimates (Continued) 
 

 

2.3 Material accounting policies (Continued) 
 

a) Current and non-current classification in the statement of financial position (Continued) 
 
All other assets are classified as non-current. 

 

A liability is current when it is: 
  

- Held primarily for the purpose of trading 
- Expected to be settled in the normal operating cycle 
- Due to be settled within twelve months after the reporting period 
- There is no unconditional right to defer the settlement of the liability for at least twelve months 

after the reporting period 
 

All other liabilities are classified as non-current. 
 

b) Furniture and equipment 
 

Furniture and equipment are initially recorded at cost together with any incidental expenses of 
acquisition. Subsequently they are stated at cost less accumulated depreciation and accumulated 
impairment losses. Major costs incurred in restoring furniture and equipment to their normal 
working condition are charged to statement of comprehensive income. 
 

Furniture and equipment are derecognized upon disposal or when no future economic benefits are 
expected from its use or disposal. Any gain or loss arising on derecognition of the asset is included 
in the statement of comprehensive income when the asset is derecognized. 

 
c) Depreciation 

 

Furniture and equipment are depreciated by equal annual installments over the estimated useful 
lives of the assets. The estimated useful lives of the assets for the calculation of depreciation are 
as follows: 

 
 
 
 
 

The residual values, useful lives and methods of depreciation of furniture and equipment are 
reviewed at the end of each financial year and adjusted prospectively, if appropriate. 

 

d) Revenue 
 

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the 
Company and the revenue can be reliably measured, regardless of when the payment is being 
made. Revenue is measured at the fair value of the consideration received or receivable taking 
into account contractually defined terms of payment, excluding discounts. The Company assesses 
its revenue arrangements against specific criteria to determine if it is acting as principal or agent 
and has concluded that it is acting as a principal in all of its revenue arrangements, because the 
Company typically controls the goods or services before transferring to the customers. 
 

Sale of goods  
Revenue from sale of goods is recognized at the point in time when control of the goods or services 
are transferred to the customer, normally on delivery to the customer.  
 

Rendering of services  
Revenue is recognized over time (the customer simultaneously receives and consumes the 
benefits) as the services are provided using the input method to measure progress towards 
complete satisfaction of the service. Under the input method, the extent of progress towards 
completion is measured based on the ratio of costs incurred to date to the total estimated costs at 
completion of the performance obligation. 
 

Others 
- Interest income is accrued on a time basis, by reference to the principal outstanding and at the 

effective interest rate applicable. 
- Commission income is recognized when the underlying transaction is completed. 

 Years 
  

Computer and office equipment 2 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 
AT 31 MARCH 2025 
 
2 Basis of preparation and material accounting policies and estimates (Continued) 
 
2.3 Material accounting policies (Continued) 
 

d) Revenue (Continued) 
 

Separate performance obligations in the contract, if any, are identified and transaction price is 
allocated after considering the effects of variable consideration (rights of return, volume rebates 
etc.), significant financing component, non-cash consideration and any consideration payable to 
the customer. 
 
Assurance-type warranties for general repairs of defects that existed at the time of sale and are 
accounted for under IAS 37 “Provisions, Contingent Liabilities and Contingent Assets’. 

 
Significant financing component – the Company does not expect to have any contracts where the 
period between the transfer of the goods or services to the customer and payment by the customer 
exceeds one year.  As a result, the Company does not adjust any of the transaction prices for the 
time value of money. Short term advances from customers are not considered to be having 
significant financing component as the period between the receipt of advances and the transfer of 
promised goods or services will be one year or less.  

 
e) Inventories 

 
Inventories have been valued at lower of cost and net realizable value, after making due allowance 
for any obsolete and slow-moving items. Cost is determined by FIFO (First-In-First-Out) and 
consists of aggregate of purchase price and other related expenses incurred to bring the 
inventories to their present location and condition. Net realizable value is determined on estimated 
selling price less any estimated cost necessary to make the sales. Goods in transit are valued 
based on cost incurred up to the reporting date. 

 
f) Cash and cash equivalents 

 
Cash and cash equivalents consist of bank balance. 

 
g)  Financial instruments – recognition, classification, measurement, de-recognition and 

offsetting 
 

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. 
 
Recognition and initial measurement 

 
Trade receivables and debt securities issued are initially recognized when they are originated. All 
other financial assets and financial liabilities are initially recognized when the Company becomes 
a party to the contractual provisions of the instrument. 
 
A financial asset or financial liability (other than FVTPL) is initially measured at fair value plus 
directly attributable transaction costs. 

 
The classification of financial assets at initial recognition depends on the financial asset’s 
contractual cash flow characteristics and the Company’s business model for managing them. All 
recognized financial assets are measured subsequently in their entirety at either amortized cost or 
fair value, depending on the classification of the financial assets.  

 
Classification and subsequent measurement 
 
Financial assets: Classification 
On initial recognition, a financial asset is classified as measured at: 
– Amortized cost – debt instruments 
– Fair value through other comprehensive income (FVOCI) – debt instruments (with recycling) 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 
AT 31 MARCH 2025 

 

2     Basis of preparation and material accounting policies and estimates (Continued) 
 

2.3 Material accounting policies (Continued) 
 

g)  Financial instruments – recognition, classification, measurement, de-recognition and                
offsetting (Continued) 
 

Classification and subsequent measurement (Continued) 
 

– Fair value through other comprehensive income (FVOCI) – equity instruments (without 
recycling of cumulative gains or losses) or 

– Fair value through profit or loss (FVTPL) – debt and equity instruments 
 

In order for a financial asset to be classified and measured at amortized cost or FVOCI, it needs to 
give rise to cash flows that are solely payments of principal and interest on the principal amount 
outstanding. Other financial assets are classified at FVTPL. This assessment is performed at an 
instrument level. The Company’s business model for managing financial assets refer to how it 
manages its financial assets 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. 
When the objective is to hold financial assets to collect contractual cash flows, it is classified at 
amortized cost and when the objective is to hold financial assets to collect contractual cash flows 
and selling, it is classified at FVTOCI. 

 

Financial assets: Subsequent measurement 
Debt instruments at amortized cost – These assets are subsequently measured at amortized cost 
using the effective interest method. The amortized cost is reduced by impairment losses. Interest 
income, foreign exchange gains and losses and impairment are recognized in the statement of 
comprehensive income. Any gain or loss on derecognition is recognized in the statement of 
comprehensive income.  
 

Financial liabilities: Classification and subsequent measurement 
Financial liabilities are classified as measured at amortized cost using the effective interest method. 
Interest expense and foreign exchange gains and losses are recognized in the statement of 
comprehensive income. Any gain or loss on derecognition is also recognized in the statement of 
comprehensive income.  

 

Derecognition 
 

Financial assets 
A financial asset (or where applicable a part of a financial asset or a part of company of similar 
financial assets) is derecognized either when:  
(i.) the rights to receive cash flows from the asset have expired; 
(ii.) 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’ 
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 to 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 recognized to the extent of the Company’s continuing involvement in the 
asset. 

 

Financial liabilities 
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 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 recognized in the statement 
of comprehensive income. 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 
AT 31 MARCH 2025 

 

2  Basis of preparation and material accounting policies and estimates (Continued) 
 

2.3 Material accounting policies (Continued) 
 

g)  Financial instruments – recognition, classification, measurement, de-recognition and                
offsetting (Continued) 

 
Offsetting  

 

Financial assets and financial liabilities are offset and the net amount presented in the 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 realize the asset and 
settle the liability simultaneously. 

 
h) Employees’ terminal benefits 

 
Provision is made for employees’ terminal benefits on the basis prescribed under the Labour Law 
of the United Arab Emirates and are calculated 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. 

 

i) Impairment of financial assets 
 

Financial assets are assessed at each reporting date to determine whether there is objective 
evidence of impairment. The Company applies expected credit losses (ECL) model for 
measurement and recognition of loss allowance on all debt instruments not held at fair through 
profit or loss. ECL is the difference between all contractual cash flows that are due to the Grouo in 
accordance with the contract and all the cash flows that the entity expects to receive (i.e. all cash 
shortfalls), discounted at the original effective interest rate. The expected cash flows will include 
cash flows from the sale of collaterals or other credit enhancements that are integral to the 
contractual terms. 
 

ECL are recognized in two stages. 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 a 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. 

 
In case of trade receivables, the Company follows a simplified approach wherein an amount equal 
to lifetime ECL is measured and recognized as loss allowance. The Company has established a 
provision matrix that is based on historical credit loss experience, adjusted for forward-looking 
factors specific to the customers and the economic environment. For all other financial assets, 
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 ECL.  

 
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 recognized is recognized as an impairment 
gain or loss in the statement of comprehensive income. 

 

j) Impairment of non-financial assets 
 

At each reporting date, the Company assesses if there is any indication of impairment of non-
financial assets. If an indication exists, the Company estimates the recoverable amount of the asset 
and recognizes an impairment loss in the statement of comprehensive income. The Company also 
assesses if there is any indication that an impairment loss recognized in prior years no longer exists 
or has reduced. The resultant impairment loss or reversals are recognized immediately in the 
statement of comprehensive income 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 
AT 31 MARCH 2025 

 

2     Basis of preparation and material accounting policies and estimates (Continued) 

2.3 Material accounting policies (Continued) 
 

k) Leases  
 

The Company assesses at contract inception whether a contract is, or contains, a lease. If the 
contract conveys the right to control the use of an identified asset for a period of time in exchange 
for consideration, the contract is, or contains, a lease. 

 

As a lessee 
At the lease commencement date, the Company recognizes a right of use asset and a lease 
liability. Right of use assets are measured at cost, less any accumulated depreciation and 
impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right of use 
assets include the amount of lease liabilities recognized, initial direct costs incurred, and lease 
payments made at or before the commencement date less any lease incentives received. Right of 
use assets are depreciated on a straight-line basis over the shorter of the lease term and the 
estimated useful lives of the assets. If the ownership of the leased asset transfers to the Company 
at the end of the lease term or the cost reflects the exercise of a purchase option, depreciation is 
calculated using the estimated useful life of the asset. 

 
Lease liability is initially measured at the present value of the lease payments that are not paid at 
the commencement date, discounted using the interest rate implicit in the lease or the Company’s 
incremental borrowing rate. The lease payments include fixed payments (including in-substance 
fixed payments) less any lease incentives receivable, variable lease payments that depend on an 
index or a rate, amounts expected to be paid under residual value guarantees and the exercise 
price of a purchase option reasonably certain to be exercised by the Company including payments 
of penalties for terminating the lease. The lease liability is measured at amortized cost using the 
effective interest rate method. The carrying amount of lease liabilities is remeasured if there is a 
modification, a change in the lease term, a change in the lease payments or a change in the 
assessment of an option to purchase the underlying asset. 

 

Lease payments on short-term leases and leases of low value assets are recognized as expense 
on a straight-line basis over the lease term. 

 

As a lessor 
Leases in which the Company does not transfer substantially all the risks and rewards incidental 
to ownership of an asset are classified as operating leases. Rental income arising is accounted for 
on a straight-line basis over the lease terms and is included in revenue in the statement of 
comprehensive income. Initial direct costs incurred in negotiating and arranging an operating lease 
are added to the carrying amount of the leased asset and recognized over the lease term on the 
same basis as rental income. Contingent rents are recognized as revenue in the period in which 
they are earned.  
 

l) Value added tax (VAT) 
 

Assets, income and expenses are recognized net of the amount of VAT, except: 
 

- When VAT incurred on purchase of assets or services is not recoverable (non-recoverable 
VAT is recognized as part of the cost of acquisition of the asset or as part of the expense item, 
as applicable) 

- When receivables and payables are stated with the amount of VAT.  
 

The net amount of VAT recoverable from, or payable to, the Federal Tax Authority is included as 
part of accounts and other receivables/ accounts and other payables in the statement of financial 
position. 
 

m)  Income tax 
 
Corporate tax has been implemented in the UAE by way of Federal Decree No. 47 of 2022 – 
Taxation of Corporations and Businesses and is effective from financial years commencing on or 
after 1 June 2023.  
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2     Basis of preparation and material accounting policies and estimates (Continued) 

2.3 Material accounting policies (Continued) 
 

m)  Income tax (Continued) 
 

Current income tax – current income tax receivable/ payable is measured at the amount expected 
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute 
the amount are those that are enacted or substantively enacted at the reporting date. Current 
income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of profit or loss.  
 
Deferred tax – deferred tax is provided using the liability method on temporary differences 
between the tax bases of assets and liabilities and their carrying amounts for financial reporting 
purposes at the reporting date. Deferred tax liabilities are recognized for all taxable temporary 
differences and deferred tax assets are recognised for all deductible temporary differences, the 
carry forward of unused tax credits and any unused tax losses. Deferred tax assets and liabilities 
are measured at the tax rates that are expected to apply in the year when the asset is realized or 
the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively 
enacted at the reporting date. Deferred tax items are recognized in correlation to the underlying 
transaction either in OCI or directly in equity. 

 
n) Foreign currencies 
 

Functional and presentation currency 
 
The financial statements are presented in Arab Emirates Dirham (AED), which is the Company’s 
functional and presentation currency. 

 
Transactions and balances   
 
Transactions in foreign currencies are translated into the functional currency using the exchange 
rates prevailing at the transaction dates.  Monetary assets and liabilities expressed in foreign 
currencies at the reporting date are translated at rates of exchange ruling at that date. Exchange 
differences arising in these cases are dealt with in the statement of comprehensive income. Non-
monetary items that are measured in terms of historical cost in a foreign currency are translated 
using the exchange rates at the dates of the initial transactions and those measured at fair value 
in a foreign currency are translated using the exchange rates at the date when the fair value is 
determined. Exchange differences arising in these cases are dealt in line with the recognition of 
the gain or loss on the change in fair value of that item. 

 
o) Contingent liabilities 

 
A contingent liability is a possible obligation that arises from past events and whose existence will 
only be confirmed by the occurrence or non-occurrence of one 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 recognized because it is not probable that outflow of economic resources will be 
required or the amount of obligation cannot be measured reliably. Contingent liabilities are not 
recognized but are disclosed in the notes to the accounts.  When a change in the probability of an 
outflow occurs so that outflow is probable, it will then be recognized as provision. 

 
2.4 Significant accounting estimates 

 
The preparation of financial statements requires management to make judgements, estimates and 
assumptions that affect the application of policies and reported amounts of assets and liabilities, 
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.  
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   2     Basis of preparation and material accounting policies and estimates (Continued) 

 
2.4  Significant accounting estimates (Continued) 

 
The 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 period are: 

 
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 expected. 
 

Useful lives of furniture and equipment  
 

The Company's management determines the estimated useful lives of its furniture 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. 

 

Impairment of financial assets  
 

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 period. 

 

Trade accounts receivable   
The Company applies the simplified approach to measuring expected credit losses to its trade 
accounts receivable by using a provision matrix. The provision rates are based on days past due for 
companies of various customer segments that have similar loss patterns (type of product, geography, 
customer type, rating, security etc.) and is initially based on historical experience. The provision rates 
are 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 (considered as not significant) are analysed. 
 

Cash and cash equivalents  
Impairment on cash and cash equivalents has been measured on a 12-month expected loss basis. 
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. 
 

Impairment of inventories 
 

Inventories are held at the lower of cost or net realizable value.  When inventories become old or 
obsolete, an estimate is made on their net realizable value.  For individually significant amounts this 
estimation is performed on an individual basis.  Amounts not individually significant, but 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 historical selling prices. 
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3 Furniture and equipment   

   

Computer and office equipment 2025 2024 

 AED AED 

Cost:   

at the beginning of the year 11,161 4,001 

additions during the year          3,856 7,160 

 ------- ------- 

at 31 March   15,017  11,161 

 -------- -------- 

Accumulated depreciation:   

at the beginning of the year 4,299 2,121 

charge for the year          5,186 2,178 

 ------- ------- 

at 31 March             9,485 4,299 

 -------- -------- 

Net book values:   

at 31 March            5,532  6,862 

 ==== ==== 
 

4 Inventories  2025 2024 
 AED AED 
   

Goods for resale          126,580 95,837 
 ---------- --------- 
          126,580 95,837 

 ====== ===== 
 

5 Accounts and other receivables  2025 2024 
 AED AED 
   

Trade accounts receivable  1,974,308  2,313,110 
      Less: Allowance for expected credit losses (10,556) (10,556) 

 ----------- ----------- 
 1,963,752 2,302,554 
Due from shareholder 3,754,325 -- 
VAT receivable 125,764 -- 
Prepaid expenses 98,529  27,239 
Advance to suppliers 20,170  1,506 
 --------- ------- 
     5,962,540 2,331,299 
 ======= ======= 

 

a) At the reporting date, 67% of trade accounts receivable are due from 20 customers (2024 – 71% 
due from 20 customers).  

 

b) The ageing analysis of trade accounts receivable is as follows: 
 

 2025 2024 
 AED AED 
   

Debts due between 0 – 90 days 1,963,297 2,299,982 
Debts due between 91 – 180 days 5,853 1,338 
Debts due between 181 – 360 days              5,158  11,315 
More than 360 days -- 475 
 --- ----- 
 1,974,308 2,313,110 
 ======= ======== 

 
 



ELGI GULF MECHANICAL AND ENGINEERING EQUIPMENT TRADING L.L.C 
DUBAI 
 

Page 18 of 22 
 

NOTES TO THE FINANCIAL STATEMENTS (Continued) 
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5 Accounts and other receivables (Continued)   
 

c) Trade accounts receivable are assessed for impairment based on a provision matrix and loss 
allowances are recognized based on lifetime expected credit losses.  
 

d) Unimpaired trade accounts receivable are considered collectible based on historic experience. 
 

6 Bank balance 2025 2024 
 AED AED 
   

Current account with bank       1,495,171  2,584,737 
 ------------ -------------- 
Cash and cash equivalents       1,495,171  2,584,737 
 ======= ======== 

 

7 Share capital 2025 2024 
 AED AED 

   

Authorized, issued and paid-up capital:   
300 shares of AED 1,000 each 300,000 300,000 
    ======     ====== 

  
8  Statutory reserve 
 

 As required by the Federal Law No. (32) of 2021 relating to commercial companies, 10% of the profit 
for the year has been transferred to a statutory reserve. Further, in accordance with the provisions of 
the said laws, the Company has resolved to discontinue such annual transfers since the balance in 
the reserve account reached 50% of the share capital. The reserve is not available for distribution 
except in circumstances as stipulated in the said law. 

 

9  Employees’ terminal benefits 
 

The provision for end of service benefits for employees is made in consideration of the requirements 
of the labour laws of the UAE. This is an unfunded defined benefits retirement plan.  Employees are 
entitled to benefits based on length of service and final remuneration and are payable on termination 
or completion of term of employment.  The cost of providing these benefits is charged as an expense 
on an annual basis. 

 

Movements in the provision recognized in the statement of financial position are as follows: 
 

 2025 2024 

 AED AED 
   

     Balance at the beginning of the year 266,969 20,404 

Provided during the year 78,352 33,155 

Paid during the year           (44,635)  -- 

Transfer from shareholder (Note 17) -- 213,410 

 --- ----------- 

Balance at the end of the year 300,686 266,969 

 ====== ====== 
 

10 Accounts and other payables 2025 2024 
 AED AED 
   

Advance from customers          581,578  668,862 
Provision for corporate tax (Note 20) 286,702 -- 
Payable to employees 198,704 182,266 
Trade accounts payable            14,763  -- 
Other payables            24,500   -- 

      Due to shareholder -- 799,253 
      VAT payable -- 175,243 

 --- ----------- 
 1,106,247 1,825,624 
 ======= ======= 
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11 Revenue 2025 2024 

 AED AED 
   

Third parties 25,221,384 23,106,771 
 ========= ========= 

 
a) The geographical region wise sales/ services during the year is as follows: 
 

 2025 2024 
 AED AED 
   

Within UAE 25,221,384       23,024,476 
Outside UAE            -- 82,295 

 --- --------- 
 25,221,384 23,106,771 
 ========= ========= 

 

b) Revenue represents revenue from sale of goods and services with third party customers and 
related parties and are being recognized at a point in time. 

 
12 Direct costs 2025 2024 
 AED AED 
   

Opening stock 95,837 197,725 
Purchases (Note 17)    19,101,295  12,751,647 
Less: Closing stock (Note 4)           (126,580) (95,837) 

 ------------ ----------- 
Cost of goods sold   19,070,552 12,853,535 
Other direct costs 182,624 (33,238) 
 ---------- ---------- 
 19,253,176 12,820,297 
 ======== ======== 

 
13 Other income 2025 2024 
 AED AED 

   
Gain on foreign currency fluctuation                      44 2,679 
Others                6,482 48 
 ------- --- 
 6,526 2,727 
 ==== ==== 

 

14 General and administration expenses 2025 2024 
 AED AED 

   
Repairs and maintenance            215,261   46,879 
Legal and professional expenses          149,707  48,975 
Rent          41,667 39,694 
Printing and stationery            23,281  13,423 
Insurance             5,333  -- 
Communication expenses 1,226 -- 
Others             9,193  -- 
 ------- --- 
 445,668 148,971 
 ====== ====== 
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15 Selling and distribution expenses 2025 2024 
 AED AED 

   
Transportation charges 324,377 41,045 
Advertisement expenses 202,264  245,292 
After sales services 17,630 5,510 
 -------- ------- 
 544,271 291,847 
 ====== ====== 

 

16 Finance charges  2025 2024 
 AED AED 
   

 Bank charges 9,874  9,939 
 -------- -------- 
 9,874  9,939 
 ==== ==== 

 

17  Related party transactions 
 

The Company has in the ordinary course of business, entered into commercial and financial 
transactions with concerns, in which the shareholder/directors/manager and/or their relatives have an 
investing/controlling interest. Prices and terms of these transactions are approved by the management.  

 

 

The volumes of these transactions during the year were: 
 

Related party  
relationship 

Type of  
transaction 

 
2025 

 
2024 

  AED AED 
    

Manager Salaries and employee related costs 490,405 447,779 
Shareholder Purchases (Note 12) 18,858,456 12,415,303 
 Management fee  -- 7,308,368 
 Transfer of employee terminal benefits (Note 19) -- 213,410 
  == ====== 

 
a) The amounts due to / from related parties are unsecured, interest free and are payable or 

receivable on demand.  
 

b) Management fee in the previous year represents fee payable to a shareholder based on the terms 
of arrangements entered between the Company and the shareholder. 

 

18  Financial risk and capital management 
 

18.1 Financial risk factors 
 

Financial assets of the Company include accounts and other accounts and other receivables and 
bank balance. Financial liabilities include accounts and other payables. The management believes 
that the fair values of the financial assets and liabilities approximate to their carrying amounts 

 

The Company’s financial risk management programme focuses on the unpredictability of financial 
markets and seeks to minimize potential adverse effects of the financial performance. Under the 
Company’s risk management programme, management identifies and documents key risks and sets 
out policies and procedures required to mitigate these risks. 

 

a)  Currency risk 
 

The Company operates mainly in the Middle East region. The currencies of many countries in the 
Middle East region in which the Company operates is fixed to the Arab Emirates Dirham and 
therefore the exposure to foreign exchange risk arising from transactions in those currencies is 
not material. 
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18 Financial risk and capital management (Continued) 
 

18.1 Financial risk factors (Continued) 
 

b) Credit risk 
 

The Company has concentrations of credit risk at the reporting date (Note 5a)). However, it has 
policies in place to ensure that sales are made to customers with an appropriate credit history. 
Cash is placed with high quality and established commercial banks. 

 

c) Liquidity risk 
 

The Company manages its liquidity risk by ensuring it has sufficient liquid cash balances to meet 
its payment obligations as they fall due.  
 

The Company manages liquidity risk on the basis of expected maturity dates of liabilities which is 
categorized as follows: 

 

 
31 March 2025 

 
On demand 

0-3  
months 

3-12 
 months 

 
Total  

AED AED AED AED   
  

 

Trade accounts payable -- 14,448 315 14,763 

Provision for corporate tax -- -- 286,702 286,702 

Payable to employees -- -- 198,704 198,704  
--- --- ----------- ----------  
-- 14,448 485,721 500,169 

 == ===== ====== ====== 
 

 
31 March 2024 

 
On demand 

0-3  
months 

3-12 
 months 

 
Total 

 AED AED AED AED 
 

 
  

 

Due to shareholder 799,253 -- -- 799,253 
Payable to employees -- -- 182,266 182,266 

VAT payable -- 175,243 -- 175,243  
--- ---------- --- ----------  

799,253 175,243 182,266 1,156,762 

 ====== ====== ====== ======= 
 

18.2 Capital management 
 

The Company’s objectives when managing capital are to safeguard the entity’s ability to continue as 
a going concern, so that it can continue to provide returns for the shareholder by pricing products and 
services commensurately with the level of risk. 
 

The Company sets the amount of capital funds in accordance with the planned level of operations and 
in proportion to the levels of risk. The Company manages the shareholder funds and makes 
adjustments to it in light of changes in economic conditions and the risk characteristics of the 
underlying assets. In order to maintain or adjust the shareholder funds, the Company may adjust the 
amount of dividends paid to shareholder, return funds to shareholder, issue new shares, or sell assets 
to reduce its exposure to debt. 
 

19 Contingent liabilities and commitments 
 
       There were no significant contingent liabilities and capital commitments at the reporting date. 
 
20 Corporate tax 
 

Corporate tax applicability for the Company starts from 1 April 2024 to 31 March 2025.  
 

Income tax expense in the statement of comprehensive income is as follows: 
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20 Corporate tax (Continued) 

 
 2025 2024 
 AED AED 
   

Profit before taxation 3,543,450 -- 
Add 50% of entertainment expenses 17,123 -- 
 --------- ---- 
Taxable profit 3,560,573 -- 
Current tax at 9% for taxable profit exceeding AED 
375,000 

 
286,702 

 
-- 

 ----------- --- 
Total current tax 286,702 -- 

 ====== == 
 
Current tax liabilities in the statement of financial position is as follows: 
 2025 2024 
 AED AED 
   

Balance at the beginning of the year -- -- 
Add current tax payable for the year 286,702 -- 
Less tax paid during the year  -- -- 
 --- --- 
Balance at the end of the year 286,702 -- 

 ====== === 
 
21 Comparative figures 
 

The previous year’s figures have been regrouped or reclassified wherever necessary to make them 
comparable to those of the current year. 

 


