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DIRECTORS’ REPORT

The Directors have pleasure in submitting their report. together with the audited separate financial
statements of Kalyan Jewellers L.L.C. United Arab Emirates (the “Company”) for the year ended
31 March 2021.

Principal activities

The principal activities of the Company include trading of jewellery, watches and perfumes.

Results

Revenue for the year ended 31 March 2021 was AED 460,765,331 compared to AED 846,210,160 for
the previous year. Loss for the year was AED 53,501,633 (2020: Profit for the year was AED 12.299,108).

Auditors

The Directors propose the re-appointment of Deloifte & Touche (M.E.) as external auditors for the year
ending 31 March 2022.

Release

The Directors release from liability the Company’s management and the external auditor in connection
with their duties for the year ended 31 March 2021.

On behalf of the Board of Directors
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= Deloitte & Touche (M.E.)
Building 3, Level 6
& Emaar Square

Downtown Dubai
P.O. Box 4254

Dubai

United Arab Emirates

Tel: +971 (0) 4 376 8888
Fax:+971 (0) 4 376 8899
www.deloitte.com

INDEPENDENT AUDITOR’S REPORT

The Shareholders
Kalyan Jewellers L.L.C.
Dubai

United Arab Emirates

REPORT ON THE AUDIT OF THE SEPARATE FINANCIAL STATEMENTS
Opinion

We have audited the accompanying separate financial statements of Kalyan Jewellers L.L.C. (the
“Company”), which comprise the separate statement of financial position as at 31 March 2021 and the
separate statement of profit or loss and other comprehensive income, separate statement of changes in equity
and separate statement of cash flows for the year then ended, and a summary of significant accounting
policies.

In our opinion, the accompanying separate financial statements present fairly, in all material respects, the
financial position of the Company as at 31 March 2021, and its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Separate
Financial Statements section of our report. We are independent of the Company in accordance with the
International Ethics Standards Board for Accountants® Code of Ethics for Professional Accountants (IESBA
Code) and we have fulfilled our other ethical requirements that are relevant to our audit of the Company’s
separate 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.

Other Information

Management is responsible for the other information. The other information comprises the Directors’ report,
which we obtained prior to the date of this auditor’s report. The other information does not include the
separate financial statements and our report thereon.

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

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

If, based on the work we have performed on the other information that we obtained prior to the date of this
auditor’s report, 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.

Cont’d...
Akbar Ahmad (1141), Cynthia Corby (995), Georges Najem (809), Mohammad d 64), Mohammad Khamees Al Tah (717),
Musa Ramahi (872), Mutasem M. Dajani (726), Obada Alkowatly (1056), Ref YerPs 3 Rehdtya (701) and Samir Madbak (386)

are registered practicing auditors with the UAE Ministry of Economy




Deloitte.

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Kalyan Jewellers L.L.C. (continued)

Responsibilities of Management and Those Charged with Governance for the Separate Financial
Statements

Management is responsible for the preparation and fair presentation of the separate financial statements in
accordance with IFRS and their preparation in compliance with the applicable provisions of the articles of
association of the Company and U.A.E Federal Law no. (2) of 2015, and for such internal control as
management determines is necessary to enable the preparation of separate financial statements that are free
from material misstatement, whether due to fraud or error.

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

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

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

Our objectives are to obtain reasonable assurance about whether the separate financial 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 ISA 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 separate
financial statements.

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

e Identity and assess the risks of material misstatement of the separate financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than the one resulting from error, as fraud may
involve collusion, forgery, intentional omission, 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 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 Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our report to the
related disclosures in the separate financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our report.
However, future events or conditions may cause the Company to cease to continue as a going concern

Cont’d
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Kalyan Jewellers L.L.C. (continued)

Auditor’s Responsibilities for the Audit of the Separate Financial Statements (continued)

Evaluate the overall presentation, structure and content of the separate financial statements, including
the disclosures, and whether the separate financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with the management 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 U.A.E. Federal Law No. (2) of 2015, we report that as at 31 March 2021:

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

the separate financial statements of the Company have been prepared and comply, in all material
respects, with the applicable provisions of the U.A.E. Federal Law No. (2) of 2015;

the Company has maintained proper books of account;

the financial information included in the Directors’ report is consistent with the Company’s books of
account;

Note 6 to the separate financial statements of the Company discloses purchase of investments in shares
during the financial year ended 31 March 2021;

Note 11 to the separate financial statements of the Company discloses material related party transactions
and the terms under which they were conducted; and

based on the information that has been made available to us nothing has come to our attention which
causes us to believe that the Company has contravened during the financial year ended 31 March 2021
any of the applicable provisions of the U.A.E. Federal Law No. (2) of 2015 or of its Articles of
Association which would materially affect its activities or its financial position as at 31 March 2021.

Deloitte & Touche (M.E.)

Akbar Ahmad
Registration No. 1141
27 July 2021

Dubai

United Arab Emirates




Kalyan Jewellers L.L.C.

Separate statement of financial position
as at 31 March 2021

ASSETS

Non-current assets

Property, plant and equipment
Right-of-use assets

Investments in subsidiaries
Additional investment in subsidiaries

Total non-current assets

Current assets

Inventories

Due from related parties

Loan to a related party
Derivative financial instruments
Trade and other receivables
Margin deposits

Cash and cash equivalents

Total current assets

Total assets

EQUITY AND LIABILITIES
Equity

Share capital

Statutory reserve

Retained earnings

Loan from a shareholder

Total equity

Non-current liabilities
Provision for employees” end-of-service indemnity
Lease liabilities

Total non-current liabilities
Current liabilities

Trade and other payables

Lease liabilities

Derivative financial instruments
Loan from a related party

Due to a related party
Bank borrowings

Total current liabilities
Total liabilities

Total equity and liabilities

Director

Notes

i
N G W

14
11 (a)
11(d)

27

10

15
16

18
13

19
13
27
11 (c)
11 (e)
20

2021 2020

AED AED
22,841,728 29,536,568
67,757,961 97,252.411
1,162,540 1,162,540
188,271,139 288,271,139
280,033,368 416,222,658
259,597,337 310,323,828
15,022,203 13,551,474
99,979,360 s
1,821,998 -
129,819,552 166,172,036
36,699,693 35,000,000
7,750,110 5,201,278
550,690,253 530,248,616
830,723,621 946,471,274
300,000 300,000
150,000 150,000
48,021,149 101,522,782
335,000,000 335,000,000
383,471,149 436,972,782
1,690,556 2,096,292

. 1,153,236

1,690,556 3.249,528
62,610,479 83.766.443
3211217 4776211
11,512,102 -
253,644,082 294,373,081
20,814,647 24,091,768
93,769,389 99.241.461
445,561,916 506,248,964
447252472 509,498,492
830,723,621 946,471,274

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




Kalyan Jewellers L.L.C.

Separate statement of profit or loss and other comprehensive income

for the year ended 31 March 2021

Revenue

Cost of sales

Gross profit

Selling, general and administrative expenses
Other income

Operating (loss)/ profit for the year
Finance income

Loss on derivative financial instruments
Impairment of right-of-use assets
Finance costs

Net (loss)/profit for the year

Other comprehensive income

Total comprehensive (loss)/income for the year

The accompanying notes form an integrabpartafos

Notes

21

(55}
Lh

2021
AED

460,765,331

(413,014,168)

47,751,163
(61,648,913)

6,786,269

(7,111,481)

6,751,937
(9,690,104)

(17,000,000)

(26,451,985)

(53,501,633)

(53,501,633)

gparate financial statements.

2020
AED

846.210,160

(752,037,620)

94,172,540

(63,318,813)

12,900,831

43,754,558

628,513

(32,083,963)

12,299,108

12,299,108



Kalyan Jewellers L.L.C.

Separate statement of changes in equity

for the year ended 31 March 2021

Balance at 1 April 2019

Total comprehensive income

for the year

Additional loan from a

shareholder

Balance at 31 March 2020

Total comprehensive loss

for the year

Balance at 31 March 2021

Share  Statutory Retained  Loan from a
capital reserve earnings shareholder Total
AED AED AED AED AED
300,000 150,000 89,223,674 235,000,000 324,673,674
- - 12,299,108 - 12,299,108
- - - 100,000,000 100,000,000
300,000 150,000 101,522,782 335,000,000 436,972,782
- - (53,501,633) - (53,501,633)

300,000 150,000 48,021,149 335,000,000

383,471,149




Kalyan Jewellers L.L.C.

Separate statement of cash flows
for the year ended 31 March 2021

Cash flows from operating activities

Net (loss)/profit for the year
Adjustments for:
Finance costs — borrowings
Finance costs — lease liabilities
Depreciation of property, plant and equipment
Depreciation of right-of-use assets

Loss/(gain) on disposal or property, plant and equipment

Write-off of right-of-use assets

Provision for impairment of right-of-use assets
Net re-measurement of loss allowance

Unrealised loss on derivative financial instruments
Brand sharing fee

Management fee income

Finance income

Management fee expense

Charge for employees’ end-of-service indemnity

Operating cash flows before changes in operating assets and liabilities

Decrease/(increase) in inventories
Decrease/(increase) in trade and other receivables
Decrease in due from related parties

Decrease in loan to a related party

(Increase y/decrease in margin deposits
(Decrease)/increase in trade and other payables
Decrease in due to a related party

Cash generated from operations
Employees’ end-of-service indemnity paid
Interest received

Interest paid

Net cash generated from operating activities

Cash flows from investing activities
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment

Net cash generated from/(used in) investing activities

Cash flows from financing activities
Repayments of loan from a related party
Proceeds from loan from a shareholder
Payment against lease

Proceeds from bank borrowings
Repayments of bank borrowings

Net cash used in financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year (Note §)

The accompanying notes form an inte

2021
AED

(53,501,633)

26,187,987
263,998
3,330,439
8.144.781
3,849,957
9,990,285
17,000,000
231273
9,690,104
(4,000,000)
(1,850,000)
(6,751,.937)
840,000
83372

13,508,626
50,726,491
41,173 454
4379271
20,640
(1,699,693)
(20,639,646)
(4,117,121)

83352,022

(489,108)
1,699,694

(26,704 305)

57,858,303

(525,841)
40285

485,556

(40,728,999)

(8,622.844)
340,093,145

(345,565.217)

(54,823,915)

2,548,832
5,201,278

7,750,110

te financial statements.

2020
AED

12.299,108

31,676,620
407,343
3,646.690
9.787.057
(66.519)
(7.000,000)
(4,850,000)
(628,513)
840,000
860,787

46,972,573
(18.912,930)
(31,869,987)

11,645.978

25241978

25,856,020

(18.421,123)

40,512,509
(331,844)
406,203

(31,160,302)

9,426,566

(4.041,352)
97.999

(3.943353)

(40,510,112)
100,000,000
(22,152,161)
530,854,120

(580.403,990)

(12.212,143)

(6,728,930)

11,930,208

5201278



Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021

1. General information

Kalyan Jewellers L.L.C. (the “Company™) is a Limited Liability Company registered in Dubai, United Arab
Emirates and established on 24 September 2013 as per commercial registration certificate No. 698816
issued by the Department of Economic Development. The Company's registered office is at Unit No 1201-
1204, 12th Floor, Al Nouf Tower, Plot No.129-126, Port Saeed, Deira, Dubai, U.A E.

The Company is a subsidiary of Kalyan Jewellers FZE (the “Parent Company”) and the ultimate controlling
party is Kalyan Jewellers India Ltd. (the “Ultimate Parent Company™).

The principal activities of the Company include trading of jewellery, watches and perfumes.

These financial statements are the separate financial statements of the Company. In accordance with IFRS
10: Consolidated Financial Statements, the Company has elected not to prepare consolidated financial
statements, as the parent company, Kalyan Jewellers FZE, produces financial statements that complies with
IFRSs.

1(a) Going concern

In January 2020, the World Health Organization (“WHO™) announced a global health emergency due to
the outbreak of coronavirus (“COVID-19"). Based on the rapid increase in exposure and infections across
the world, WHO, in March 2020, classified the COVID-19 outbreak as a pandemic. The pandemic nature
of this disease has necessitated global travel restrictions and lockdowns in most countries of the world
including the UAE, causing global disruption to business and economic activities.

Many countries have adopted extraordinary and economically costly containment measures with certain
countries requiring companies to limit or even suspend normal business operations. Governments, including
the United Arab Emirates, have implemented restrictions on travelling as well as strict quarantine and social
distancing measures which will / may significantly impact the results and operations of the Company.

The lockdowns were implemented in the UAE on 23 March 2020 and all the retail outlets of the Company
remained closed until 23 April 2020. Subsequent to the lockdown being lifted in the UAE in May 2020,
some retail shops were reopened but the company only started operating at normal capacity from Q4 of
2020. During the current year the company has closed down five retail shops in UAE as a result of a
significant decrease in footfall due to continued restrictions on tourism and loss of customer base due to the
economic downturn in the luxury goods industry. Management has taken these measures to mitigate the
impact of the situation on business operations and in addition has renegotiated some rents with the landlords
for the retail shops including concessions, a reduction in workforce in line with the reduction in retail
operations and salary cuts for staff have also been implemented.

The unprecedented nature of the pandemic, the high degree of uncertainty related to its evolution, duration
and impact on the economy in general and the Company’s business in particular, make the quantification
of its adverse impact difficult to assess accurately. The Company’s ability to continue in the near future as
a going concern is dependent on whether it is able to meet its liabilities as and when they arise. The below
mentioned factors are critical to the Company’s ability to continue as a going concern and where applicable,
have been incorporated in the measurement of the Company’s assets and liabilities at 31 March 2021

a) Future cash flow projections and profitability

Cash flow projections and profitability for the future years of forecast are based on the assumption of a
consistent gross margin similar to the margin achieved for the current year and on the below mentioned
projected revenues:

Increase in projected revenue of 10% in the first year subsequent to the period ended 31 March 2021:

Increase in projected revenue of 6% in the second and third year thereafter;
Increase in projected revenue of 5% per annum for the following three years.

(. .




Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

1.  General information (continued)
1(a) Going concern (continued)

Cash flow projections and profitability beyond the five-year period (as explained above) are based on a
consistent gross margin (as explained above) and a steady increase of 2.8% per annum growth rate which
have been estimated by the Company’s management based on past performance of the retail stores and the
management’s expectations of future market recovery.

If the Company’s expectations of the achievement of gross margins and actual sales from these retail outlets
for the future years are adversely affected by the economic conditions and market recovery and it therefore
fails to generate adequate cash flows to cover the “cost of operations”, the Company may require additional
funding from the Parent Company to continue as a going concemn, which the Parent Company has
committed to provide.

b)  Support from the lessors of retail stores

The company re-negotiated the lease rentals for a few shops in term of reduction in lease rentals for the
remaining lease terms and the rent concessions for the lockdown periods. However, if such support or relief
is not provided by the lessors in the coming years and the terms are restored to the previous, and if the
Company’s future sales from these retail outlets are adversely affected by the economic downturn and it
therefore fails to generate adequate cash flows to cover “cost of operations”, it may need to seek additional
funding from the Parent Company to continue as a going concern.

c) No allowance required on inventory of gold jewellery, diamond jewellery and precious stones

The Company’s inventory comprises of gold jewellery, diamond jewellery and precious stones.

The valuation at the end of the reporting period of gold jewellery, diamond jewellery and other precious
stone owned by the Company is at the lower of cost or net realizable value.

The Company’s future profitability is dependent upon the future revenue from the retail outlets it operates
and the market value of gold, diamond and precious stones. The Company’s management expects that in
the foreseeable future the market value of gold, gold jewellery, diamond jewellery and other precious stones
might fluctuate but will not go below the amounts at which the inventory is carried at the end of the reporting
period thus enabling the Company to continue as a going concern.

d) Recoverability of key money

In order to be able to operate from key locations in the UAE, the Company has paid key money in case of
some retail stores. The Company’s management believes that it will be able to fully recover the amount of
key money when they exit from the retail store premises and therefore does not expect any write-offs on
account of key money. This will therefore not have any adverse impact on the Company’s future
profitability.

Management has considered the unique circumstances and the risk exposures of the Company and has
concluded that the impact in the Company’s profitability will arise. Along with its Ultimate Parent
Company, Management has assessed their trading and relevant cash flows using precise assumptions and
incorporating downside scenarios in assessing their working capital needs. Based on their initial assessment
no liquidity issues have been identified.

Notwithstanding this fact, the financial statements of the Company have been prepared on a going concern
basis as the Ultimate Parent Company has resolved to provide the necessary financial support to enable it
to continue its operations and meets its obligati when they fall due.

e S e 10
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

2. Application of new and revised International Financial Reporting Standards (“IFRSs”)
2.1  New and amended IFRSs Standards that are effective for the current year
2.1.1 Impact of the initial application of Covid-19-Related Rent Concessions Amendment to IFRS 16

In May 2020, the IASB issued Covid-19-Related Rent Concessions (Amendment to IFRS 16) that provides
practical relief to lessees in accounting for rent concessions occurring as a direct consequence of COVID-
19, by introducing a practical expedient to [FRS 16. The practical expedient permits a lessee to elect not to
assess whether a COVID- 19-related rent concession is a lease modification. A lessee that makes this
election shall account for any change in lease payments resulting from the COVID-19-related rent
concession the same way it would account for the change applying IFRS 16 if the change were not a lease
modification.

The practical expedient applies only to rent concessions occurring as a direct consequence of COVID-19
and only if all of the following conditions are met:

a) The change in lease payments results in revised consideration for the lease that is substantially the same
as, or less than, the consideration for the lease immediately preceding the change;

b) Any reduction in lease payments affects only payments originally due on or before 30 June 2021 (a rent
concession meets this condition if it results in reduced lease payments on or before 30 June 2021 and
increased lease payments that extend beyond 30 June 2021); and

c) There is no substantive change to other terms and conditions of the lease.

In the current financial year, the Company has applied the amendment to IFRS 16 (as issued by the IASB
in May 2020) in advance of its effective date.

Impact on accounting for changes in lease payments applying the exemption

The Company has applied the practical expedient retrospectively to all rent concessions that meet the
conditions in IFRS 16:46B, and has not restated prior period figures.

The Company has benefited from an average of 3 months waiver of lease payments for its four outlets in
UAE. The waiver of lease payments of AED 268,762 has been accounted for as a negative variable lease
payment in profit or loss. The Company has derecognised the part of the lease liability that has been
extinguished by the forgiveness of lease payments, consistent with the requirements of IFRS 9:3.3.1.

11




Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

2. Application of new and revised international financial reporting standards (“IFRSs”)
(continued)

2.2 New and amended IFRS applied with no material effect on the financial statements

The following new and revised IFRSs, which became effective for annual periods beginning on or after
1 January 2020, have been adopted in these consolidated financial statements and have not had any material
impact on the consolidated financial statements but may affect the accounting for future transactions or

arrangements.

New and revised IFRSs

Definition of a Business - Amendments to IFRS 3 Business Combinations

The amendments clarify that to be considered a business, an integrated set of
activities and assets must include, at a minimum, an input and a substantive
process that together significantly contribute to the ability to create output. IASB
also clarify that a business can exist without including all of the inputs and
processes needed to create outputs. That is, the inputs and processes applied to
those inputs must have ‘the ability to contribute to the creation of outputs’ rather
than ‘the ability to create outputs’.

Amendments to References to the Conceptual Framework in IFRS Standards

Amendments to References to the Conceptual Framework in IFRS Standards
related [FRS 2, IFRS 3, IFRS 6, [FRS 14, IAS 1, IAS 8, IAS 34, IAS 37, IAS 38,
IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and SIC-32 to update those
pronouncements with regard to references to and quotes from the framework or
to indicate where they refer to a different version of the Conceptual Framework.

IFRS 7 Financial Instruments: Disclosures and IFRS 9 - Financial Instruments
Amendments regarding pre-replacement issues in the context of the IBOR
reform.

Amendments to IAS 1 and IAS 8 Definition of material

Amendments to [FRS 10 Consolidated Financial Statements and IAS 28
Investments in Associates and Joint Ventures (2011) relating to the treatment of
the sale or contribution of assets from and investor to its associate or joint
venture.

Effective for
annual periods

beginning on or after
1 January 2020

1 January 2020

1 January 2020

January 1, 2020

Effective date deferred
indefinitely. Adoption
is still permitted.

2.3 New and amended IFRSs in issue but not yet effective and not early adopted

The Company has not applied the following new and revised IFRSs that have been issued but are not yet

effective:

New and revised IFRSs
IFRS 17 Insurance Contracts

Amendments to IFRS 10 Consolidated Financial Statements and [AS 28
Investments in Associates and Joint Ventures (2011) relating to the treatment of
the sale or contribution of assets from and investor to its associate or joint
venture

Effective for
annual periods

beginning on or after
1 January 2023

Effective date
deferred indefinitely.
Adoption is still
permitted.



Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

2. Application of new and revised international financial reporting standards (“IFRSs”)
(continued)

2.3 New and amended IFRSs in issue but not yet effective and not early adopted (continued)

Effective for
annual periods
New and revised IFRSs beginning on or after

Amendments to IAS 1 Classification of Liabilities as Current or Non-current 1 January 2023
Amendments to IFRS 3 Reference to the Conceptual Framework 1 January 2022

Amendments to IAS 16 Property, Plant and Equipment—Proceeds before 1 January 2022
Intended Use
Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling a Contract 1 January 2022

Annual Improvements to IFRS Standards 2018-2020 Cycle 1 January 2022
Amendments to IFRS 1 First-time Adoption of International Financial Reporting

Standards, IFRS 9 Financial Instruments, IFRS 16 Leases, and I4S 41

Agriculture

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

All other IFRSs not yet adopted are not expected to have a material impact on the consolidated financial
statements of the Group in the period of initial adoption.

3. Significant accounting policies
3.1 Statement of compliance

The separate financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS).

3.2 Basis of preparation

The separate financial statements have been prepared on the historical cost basis. The principal accounting
policies are set out below.

3.3 Investment in subsidiaries

Subsidiary undertakings are those entities which are controlled by the Company. Control is achieved where
the Company has:

Power over the investee,
Exposure, or has rights, to variable returns from its involvement with the investee; and

The ability to use its power over the investee to affect its returns.

The Company re-assesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control listed above.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3.  Significant accounting policies (continued)
3.3 Investment in subsidiaries (continued)

Investment in subsidiary is accounted for in these separate financial statements using the “cost method” in
accordance with International Accounting Standard (IAS) 27: Separate Financial Statements. In
accordance with IFRS 10: Consolidated Financial Statements, the Company has elected not to prepare
consolidated financial statements, as these are produced by the parent company of the Company,
Kalyan Jewellers FZE.

Where an indication of impairment exists, the recoverable amount of the investment is assessed. Where the
carrying amount is greater than the estimated recoverable amount, it is written down immediately to its
recoverable amount and the difference is charged to the statement of comprehensive income. On disposal
of an investment the differences between the net disposal proceeds and the carrying amount is charged or
credited to statement of comprehensive income.

3.4 Revenue recognition

Sale of goods

Revenue from the sale of goods is recognised at a point in time when control of the goods is passed, at
which time all the following conditions are satisfied:

the performance obligation has been satisfied by the Company;

the Company has transferred control of the goods to the customer;

the Company has transferred the significant risks and rewards related to the ownership of the goods to
the customer;

the Company has a present right to payment for the goods delivered;

the Company retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;

the amount of revenue can be measured reliably;
it is probable that the economic benefits associated with the transaction will flow to the Company; and
the costs incurred or to be incurred in respect of the transaction can be measured reliably.
Other income
Other income is recognized when the Company’s right to receive payments is established.
3.5 Foreign currencies
The separate financial statements of the Company are presented in the currency of the primary economic
environment in which the Company operates (its functional currency). For the purpose of these separate
financial statements, the financial performance and financial position of the Company are expressed in Arab
Emirates Dirhams which is the functional currency of the Company and the presentation currency for these

separate financial statements.

In preparing the separate financial statements of the Company, transactions in currencies other than the
functional currency are recorded at the rates of exchange prevailing at the dates of the transactions.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3. Significant accounting policies (continued)
3.5 Foreign currencies (continued)

At each reporting date, monetary items denominated in foreign currencies are retranslated at the rates
prevailing at the reporting date.

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary
items, are included in statement of comprehensive income.

3.6 Inventories

Inventories are stated at the lower of cost and net realisable value. Costs are those expenses incurred in
bringing each product to its present location and condition. Net realisable value represents the estimated
selling price for inventories less all estimated costs of completion and costs necessary to make the sale.

The cost of diamond jewellery and other precious stone jewellery are determined based on the specific
identification method.

The cost of gold and gold jewellery (including making charges), owned by the Company is determined on
the basis of weighted average cost.

Cost of unfixed gold and scrap gold is determined on the basis of bullion rate prevailing as at the date of
reporting and a corresponding liability towards suppliers is recorded for the same amount for unfixed gold.

3.7 Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated
impairment loss, if any. Historical cost includes expenditure that is directly attributable to the acquisition
of the asset.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. All other repairs and maintenance expenses
are charged to the profit or loss in the period in which they are incurred.

Depreciation is calculated using the straight-line method over their estimated useful lives as follows:

Useful life Years
Computer equipment 3 years
Electrical equipment 10 years
Motor vehicles 10 years
Plant and machinery 15 years
Furniture and fixtures 10 years

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

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

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 sale proceeds and the carrying amount of the asset and is
recognised in the statement of profit or loss.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3.  Significant accounting policies (continued)
3.7 Property, plant and equipment (continued)

Assets in the course of construction are carried at cost as capital work in progress, and are transferred to
property, plant or equipment when commissioned. No depreciation is charged on such assets until asset is
ready for use.

3.8 Provisions

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

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting 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.

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

3.9 Leasing
The Company as lessee

The Company assesses whether a contract is or contains a lease, at inception of the contract. The Company
recognises a right-of-use asset and a corresponding lease liability with respect to all lease arrangements in
which it is the lessee, except for short-term leases (defined as leases with a lease term of 12 months or less)
and leases of low value assets. For these leases, the Company recognises the lease payments as an operating
expense on a straight-line basis over the term of the lease unless another systematic basis is more
representative of the time pattern in which economic benefits from the leased assets are consumed.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily
determined, the Company uses its incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise:

fixed lease payments (including in-substance fixed payments), less any lease incentives;

variable lease payments that depend on an index or rate, initially measured using the index or rate at
the commencement date;

the amount expected to be payable by the lessee under residual value guarantees;
the exercise price of purchase options, if the lessee is reasonably certain to exercise the options;

payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to
terminate the lease;
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3. Significant accounting policies (continued)
3.9 Leasing (continued)
The Company as lessee (continued)

The lease liability is presented as a separate line in the statement of financial position;

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the
lease liability (using the effective interest method) and by reducing the carrying amount to reflect the
lease payments made;

The Company remeasures the lease liability (and makes a corresponding adjustment to the related right-
of-use asset) whenever;

the lease term has changed or there is a change in the assessment of exercise of a purchase option, in
which case the lease liability is remeasured by discounting the revised lease payments using a revised
discount rate;

the lease payments change due to changes in an index or rate or a change in expected payment under a
guaranteed residual value, in which cases the lease liability is remeasured by discounting the revised
lease payments using the initial discount rate (unless the lease payments change is due to a change in a
floating interest rate, in which case a revised discount rate is used); and

a lease contract is modified and the lease modification is not accounted for as a separate lease, in which
case the lease liability is remeasured by discounting the revised lease payments using a revised discount
rate.

The above adjustments do not effect the periods presented.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease
payments made at or before the commencement day and any initial direct costs, including key money paid.
They are subsequently measured at cost less accumulated depreciation and impairment losses.

Whenever the Company incurs an obligation for costs to dismantle and remove a leased asset, restore the
site on which it is located or restore the underlying asset to the condition required by the terms and
conditions of the lease, a provision is recognised and measured under IAS 37. The costs are included in the
related right-of-use asset, unless those costs are incurred to produce inventories.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying
asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-use asset reflects that
the Company expects to exercise a purchase option, the related right-of-use asset is depreciated over the
useful life of the underlying asset. The depreciation starts at the commencement date of the lease.

The right-of-use assets are presented as a separate line in the statement of financial position. The Company
applies IAS 36 to determine whether a right-of-use asset is impaired and accounts for any identified
impairment loss as described in the ‘Property, plant and equipment’ policy.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease
liability and the right-of-use asset. The related payments are recognised as an expense in the period in which
the event or condition that triggers those payments occurs and are included in the line ‘Other expenses’ in
the statement of profit or loss.

As a practical expedient, IFRS 16 permits a lessee not to separate non-lease components, and instead
account for any lease and associated non-lease components as a single arrangement. The Company has not
used this practical expedient.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3.  Significant accounting policies (continued)
3.10 Impairment of tangible assets

At the end of each reporting period, the Company 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 (if any).

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

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

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

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

3.11 Employee benefits

An accrual is made for the estimated liability for employees’ entitlement to annual leave passage as a result
of services rendered by eligible employees up to the end of the year.

Provision is made for the full amount of end-of-service indemnity due to employees in accordance with the
UAE Labour Law for their period of service up to the end of the year.

3.12 Financial instruments

Financial assets and financial liabilities are recognised in the Company’s statement of financial position
when the Company becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. 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 the statement of profit or loss.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3. Significant accounting policies (continued)
3.12 Financial instruments (continued)

Financial assets

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

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

Classification of financial assets
(i) Debt instruments designated at amortised cost

Debt instruments that meet the following conditions are measured subsequently at amortised cost:

the financial asset is held within a business model whose objective is to hold financial assets in
order to collect contractual cash flows; and

the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

(ii) Debt instrument designated at other comprehensive income

Debt instruments that meet the following conditions are measured subsequently at fair value through
other comprehensive income (FVTOCI):

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

the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

By default, all other financial assets are measured subsequently at fair value through profit or loss (FVTPL).

For financial instruments other than purchased or originated credit-impaired financial assets (i.e. assets that
are credit-impaired on initial recognition), the effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees and points paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums or discounts) excluding expected credit
losses, through the expected life of the debt instrument, or, where appropriate, a shorter period, to the gross
carrying amount of the debt instrument on initial recognition. For purchased or originated credit-impaired
financial assets, a credit-adjusted effective interest rate is calculated by discounting the estimated future
cash flows, including expected credit losses, to the amortised cost of the debt instrument on initial
recognition.

Amortised cost and effective interest rate method

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial
recognition minus the principal repayments, plus the cumulative amortisation using the effective interest
method of any difference between that initial amount and the maturity amount, adjusted for any loss

allowance.

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant period.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3.  Significant accounting policies (continued)

3.12 Financial instruments (continued)

Financial assets (continued)

Amortised cost and effective interest rate method (continued)

Interest income is recognised using the effective interest method for debt instruments measured
subsequently at amortised cost and at FVTOCI. For financial instruments other than purchased or originated
credit-impaired financial assets, interest income is calculated by applying the effective interest rate to the
gross carrying amount of a financial asset, except for financial assets that have subsequently become credit-
impaired (see below). For financial assets that have subsequently become credit-impaired, interest income
is recognised by applying the effective interest rate to the amortised cost of the financial asset. If, in
subsequent reporting periods, the credit risk on the credit-impaired financial instrument improves so that
the financial asset is no longer credit-impaired, interest income is recognised by applying the effective
interest rate to the gross carrying amount of the financial asset.

Equity instruments designated as at FVTOCI

On initial recognition, the Company may make an irrevocable election (on an instrument-by-instrument
basis) to designate investments in equity instruments as at FVTOCI. Designation at FVTOCI is not
permitted if the equity investment is held for trading or if it is contingent consideration recognised by an
acquirer in a business combination.

A financial asset is held for trading if:

it has been acquired principally for the purpose of selling it in the near term; or

on initial recognition it is part of a portfolio of identified financial instruments that the Company
manages together and has evidence of a recent actual pattern of short-term profit-taking; or

it is a derivative (except for a derivative that is a financial guarantee contract or a designated and
effective hedging instrument).

Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction costs.

Subsequently, they are measured at fair value with gains and losses arising from changes in fair value
recognised in other comprehensive income and accumulated in the investment revaluation reserve. The
cumulative gain or loss is not be reclassified to profit or loss on disposal of the equity investments, instead,
it is transferred to retained earnings.

Dividends on these investments in equity instruments are recognised in profit or loss in accordance with
IFRS 9, unless the dividends clearly represent a recovery of part of the cost of the investment.

The Company has designated all investments in equity instruments that are not held for trading as at
FVTOCI on initial application of IFRS 9.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3.  Significant accounting policies (continued)
3.12 Financial instruments (continued)
Financial assets (continued)

Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at amortised cost or FVTOCI are measured
at FVTPL. Specifically:

Investments in equity instruments are classified as at FVTPL, unless the Company designates an equity
investment that is neither held for trading nor a contingent consideration arising from a business
combination as at FVTOCI on initial recognition.

Debt instruments that do not meet the amortised cost criteria or the FVTOCI criteria (see (i) and (ii)
above) are classified as at FVTPL. In addition, debt instruments that meet either the amortised cost
criteria or the FVTOCI criteria may be designated as at FVTPL upon initial recognition if such
designation eliminates or significantly reduces a measurement or recognition inconsistency (so called
‘accounting mismatch’) that would arise from measuring assets or liabilities or recognising the gains
and losses on them on different bases. The Company has not designated any debt instruments as at
FVIPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair value
gains or losses recognised in profit or loss to the extent they are not part of a designated hedging relationship
(see hedge accounting policy). The net gain or loss recognised in profit or loss includes any dividend or
interest earned on the financial asset and is included in the ‘other gains and losses’ line item.

Impairment of financial assets

The Company recognises a loss allowance for expected credit losses on investments in debt instruments
that are measured at amortised cost or at FVTOCI, lease receivables, trade receivables, contract assets, as
well as on financial guarantee contracts. The amount of expected credit losses is updated at each reporting
date to reflect changes in credit risk since initial recognition of the respective financial instrument.

The Company always recognises lifetime ECL for trade receivables, contract assets and lease receivables.
The expected credit losses on these financial assets are estimated using a provision matrix based on the
Company’s historical credit loss experience, adjusted for factors that are specific to the debtors, general
economic conditions and an assessment of both the current as well as the forecast direction of conditions at
the reporting date, including time value of money where appropriate.

For all other financial instruments, the Company recognises lifetime ECL when there has been a significant
increase in credit risk since initial recognition. However, if the credit risk on the financial instrument has
not increased significantly since initial recognition, the Company measures the loss allowance for that
financial instrument at an amount equal to 12-month ECL. The assessment of whether lifetime ECL should
be recognised is based on significant increases in the likelihood or risk of a default occurring since initial
recognition instead of on evidence of a financial asset being credit-impaired at the reporting date.

Lifetime ECL represents the expected credit losses that will result from all possible default events over the
expected life of a financial instrument. In contrast, 12-month ECL represents the portion of lifetime ECL
that is expected to result from default events on a financial instrument that are possible within 12 months
after the reporting date.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements

for the year ended 31 March 2021 (continued)
3.  Significant accounting policies (continued)
3.12 Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

(i) Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Company compares the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial instrument as at the date of initial
recognition. In making this assessment, the Company considers both quantitative and qualitative
information that is reasonable and supportable, including historical experience and forward-looking
information that is available without undue cost or effort.

For financial guarantee contracts, the date that the Company becomes a party to the irrevocable commitment
is considered to be the date of initial recognition for the purposes of assessing the financial instrument for
impairment. In assessing whether there has been a significant increase in the credit risk since initial
recognition of a financial guarantee contracts, the Company considers the changes in the risk that the
specified debtor will default on the contract.

The Company regularly monitors the effectiveness of the criteria used to identify whether there has been a
significant increase in credit risk and revises them as appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the amount becomes past due.

The Company assumes that the credit risk on a financial instrument has not increased significantly since
initial recognition if the financial instrument is determined to have low credit risk at the reporting date. A
financial instrument is determined to have low credit risk if:

(1)  The financial instrument has a low risk of default,

(2) The borrower has a strong capacity to meet its contractual cash flow obligations in the near term, and
(3)  Adverse changes in economic and business conditions in the longer term may, but will not necessarily,

reduce the ability of the borrower to fulfil its contractual cash flow obligations.

(ii) Definition of default

The Company employs statistical models to analyse the data collected and generate estimates of probability
of default (“PD”) of exposures with the passage of time. This analysis includes the identification for any
changes in default rates and changes in key macro-economic factors across various geographies of the
Company.

(iii) Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)
3.  Significant accounting policies (continued)
3.12 Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

(iii) Credit-impaired financial assets (continued)

Evidence that a financial asset is credit-impaired includes observable data about the following events:

(a) significant financial difficulty of the issuer or the borrower;
(b) abreach of contract, such as a default or past due event (see (ii) above);

(c) the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession(s) that the lender(s) would not otherwise
consider;

(d) it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or

(e) the disappearance of an active market for that financial asset because of financial difficulties.

(iv) Write-off policy

The Company writes off a financial asset when there is information indicating that the counterparty is in
severe financial difficulty and there is no realistic prospect of recovery.

(v) Measurement and recognition of expected credit losses

The measurement of expected credit losses is a function of the probability of default, loss given default (i.e.
the magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability
of default and loss given default is based on historical data adjusted by forward-looking information as
described above. As for the exposure at default, for financial assets, this is represented by the assets’ gross
carrying amount at the reporting date; for financial guarantee contracts, the exposure includes the amount
drawn down as at the reporting date, together with any additional amounts expected to be drawn down in
the future by default date determined based on historical trend, the Company s understanding of the specific
future financing needs of the debtors, and other relevant forward-looking information.

For financial assets, the expected credit loss is estimated as the difference between all contractual cash
flows that are due to the Company in accordance with the contract and all the cash flows that the Company
expects to receive, discounted at the original effective interest rate.

Derecognition of financial assets

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

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3. Significant accounting policies (continued)
3.12 Financial instruments (continued)
Financial assets (continued)

Derecognition of financial assets (continued)

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable is recognised in profit or loss. In addition,
on derecognition of an investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss
previously accumulated in the investment revaluation reserve is reclassified to profit or loss. In contrast, on
derecognition of an investment in equity instrument which the Company has elected on initial recognition
to measure at FVTOCI, the cumulative gain or loss previously accumulated in the investments revaluation
reserve is not reclassified to profit or loss, but is transferred to retained earnings.

Financial liabilities

All financial liabilities are measured subsequently at amortised cost using the effective interest method or
at FVTPL.

Financial liabilities at FVTPL

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on changes in fair
value recognised in the consolidated statement of profit or loss to the extent that they are not part of a
designated hedging relationship. The net gain or loss recognised in the statement profit or loss incorporates
any interest paid on the financial liability.

However, for financial liabilities that are designated as at FVTPL, the amount of change in the fair value
of the financial liability that is attributable to changes in the credit risk of that liability is recognised in
statement of other comprehensive income, unless the recognition of the effects of changes in the liability’s
credit risk in other comprehensive income would create or enlarge an accounting mismatch statement of in
profit or loss. The remaining amount of change in the fair value of liability is recognised in statement of
profit or loss. Changes in fair value attributable to a financial liability’s credit risk that are recognized in
statement of other comprehensive income are not subsequently reclassified to statement of profit or loss;
instead, they are transferred to retained earnings upon derecognition of the financial liability.

Gains or losses on financial guarantee contracts issued by the Company that are designated by the Company
as at FVTPL are recognised in profit or loss.

Financial liabilities measured subsequently at amortised cost

Financial liabilities that are not designated as FVTPL, are measured subsequently at amortised cost using
the effective interest method.

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

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3. Significant accounting policies (continued)
3.12 Financial instruments (continued)
Financial liabilities (continued)

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or have expired. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in profit or loss.

Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a financial liability and an equity
instrument,

Equity instruments

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

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No
gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s own
equity instruments.

3.13 Derivative financial instruments

The Establishment enters into derivative financial instruments such as commodity forward and swap

contracts to manage its exposure to commodity price risks. Further details of derivative financial
instruments are disclosed in note 20.

Such derivative financial instruments are recognised initially at fair value at the date a derivative contract
is entered into and are subsequently remeasured to their fair value at each reporting date. The resulting gain
or loss is recognised in profit or loss immediately unless the derivative is designated and effective as a
hedging instrument, in which event the timing of the recognition in profit or loss depends on the nature of
the hedge relationship.

A derivative with a positive fair value is recognised as a financial asset whereas a derivative with a negative
fair value is recognised as a financial liability. Derivatives are not offset in the financial statements unless
the Establishment has both a legally enforceable right and intention to offset. A derivative is presented as a
non-current asset or a non-current liability if the remaining maturity of the instrument is more than 12

months and it is not due to be realised or settled within 12 months. Other derivatives are presented as current
assets or current liabilities.

25

120206

N e
\.. Oeroitte & ToueS




Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3. Significant accounting policies (continued)
3.14 Contingent liabilities

Contingent liabilities are not recognised/recorded in the separate financial statements. They are disclosed
unless the possibility of an outflow of resources embodying economic benefits is remote. A contingent asset
is not recognised in the separate financial statements but disclosed when an inflow of economic benefits is
probable.

3.15 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or sale,
are added to the cost of those assets, until such time as the assets are substantially ready for their intended
use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs eligible for capitalisation. All other borrowing
costs are recognised in the separate statement of comprehensive income in the period in which they are
incurred.

3.16 Fair value measurement

For measurement and disclosure purposes, the Group determines the fair value of an asset or liability at
initial measurement or at each reporting date. Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement date,
regardless of whether that price is directly observable or estimated using another valuation technique. The
fair value measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

- In the principal market for the asset or liability, or
- In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Group. The fair value of an asset
or a liability is measured using the assumptions that market participants would use when pricing the asset
or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximizing the use of relevant observable inputs and minimizing the
use of unobservable inputs. Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on the basis as explained above, except for share-based payment
transactions that are within the scope of IFRS 2; leasing transactions that are within the scope of [FRS 16
and measurements that have some similarities to fair value, but are not fair value, such as net realisable
value in IAS 2 or value in use in [AS 36.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

3.  Significant accounting policies (continued)
3.16 Fair value measurement (continued)

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial
statements are categorized within the fair value hierarchy, described as follows, based on the lowest level
input that is significant to the fair value measurement as a whole:

Level 1-  Quoted (unadjusted) market prices in active markets for identical assets or Liabilities.

Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

4. Critical accounting judgements and key sources of estimation uncertainty

While applying the accounting policies as stated in Note 3, management of the Company has made certain
Jjudgments, estimates and assumptions that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

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

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

4.1  Critical judgements in applying accounting policies

The following is the critical judgement, apart from those involving estimations, that the management has
made in the process of applying the Company's accounting policies and that have the most si gnificant effect
on the amounts recognised in the separate financial statements.

Revenue recognition

In making their judgement, the Group considered the detailed criteria for the recognition of revenue set out
in IFRS 15 and, in particular, whether the Group had transferred control of the goods to the customer. Based
on the acceptance by the customer of the liability for the goods sold, management is satisfied that the control
has been transferred and the recognition of the revenue is appropriate.

Loan from a shareholder

Loan from a shareholder represents additional funds provided by the shareholder and is classified as equity.
In determining whether the funds/loan from a shareholder is a financial liability or an equity instrument,
management has considered the detailed criteria set out in I1AS 32 Financial Instruments: Presentation and
disclosure. Further, management also considered the fact that the funds/loan is interest free, there are no
contracted obligations to repay the amount and repayment is at the discretion of the issuer. Management is
satisfied that it is appropriately classified as equity in the separate statement of financial position (Note 17).

27



Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

4.  Critical accounting judgements and key sources of estimation uncertainty (continued)
4.2 Key sources of estimation uncertainty

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

Useful lives and depreciation of property, plant and equipment

The cost of property, plant and equipment is depreciated over the estimated useful lives, which is based on
the expected usage of the asset, expected physical wear and tear, and the repairs and maintenance program
and the residual value. The Company reviews the estimated useful lives of property, plant and equipment
at the end of each annual reporting period. The management has not considered any residual value as it is
deemed immaterial.

Leasehold improvements

Cost of furniture and fittings include leasehold improvements and management determines the estimated
useful lives and related depreciation charges for its leasehold improvements. This estimate is based on an
assumption that the Company will renew its annual lease over the estimated useful life and the depreciation
charge could change if the annual lease is not renewed. Management will increase the depreciation charge
where useful lives are less than previously estimated.

Calculation of loss allowance

When measuring ECL the Company 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. The Company uses estimates for the computation of loss rates.

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

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

Impairment of investments

Impairment of investments at cost is assessed based upon a combination of factors to ensure that
investments carried at cost represent fair value of the underlying investment. These investments are made
in the equity of subsidiaries engaged in the trading of jewellery. Accordingly, management believes that
the fair value of the investments approximates the cost.

Estimation of the lease term and useful lives of right-of-use assets recognized under IFRS 16

The Company has leased shops and office premises for a period ranging from 1 to 3 years. The Management

has determined the lease term by taking into consideration the remaining period of the lease, the local laws
and regulations within each Emirate and any residual guarantee period within each contract,
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

4. Critical accounting judgements and key sources of estimation uncertainty (continued)
4.2 Key sources of estimation uncertainty (continued)
Incremental borrowing rate

The Company’s Management determines the present value of future lease payments by discounting using
incremental borrowing rate. Incremental borrowing rate is set at 6.5%. The Management assumes that the
Company can obtain borrowings at a rate equivalent to 6.5% for a similar amounts, terms and security.

Information on the carrying amount of right-of-use asset and lease liabilities and sensitivity of those
amounts to changes in discount rates are provided in Note 12.

Residual value of right-of-use assets

The Company’s management has determined that the residual value of the right-of-use assets is equivalent
to the key money paid at the commencement of the lease amounting to AED 80,857,306 at 31 March 2021
(31 March 2020: AED 90,674,405). On an annual basis the management will review the residual values to
determine whether they are recoverable or have been impaired.

Impairment of right-of-use asset

The Company based its assumptions and estimates on parameters available when the financial statements
were prepared. Existing circumstances and assumptions about future developments, however, may change
due to market changes or circumstances arising that are beyond the control of the Company. Such changes
are reflected in the assumptions when they occur.

As at 31 March 2021, management assessed whether there are indications that the right-of-use assets which
are included in its statement of financial position at 31 March 2021 at AED 84,757,961 (2020: AED
97,252,411) are impaired.

Management has assessed the recoverable amount of the right-of-use assets, which is higher of its fair value
less cost of disposal and its value in use. The fair value less costs of disposal calculation is based on
available data from current real estate market conditions and binding agreements with landlords. The value
in use calculation is based on a DCF model. The cash flows are derived from the budget for the next five
years and do not include restructuring activities that the Group is not yet committed to or significant future
investments that will enhance the performance of the assets of the CGU being tested.

The recoverable amount is sensitive to the discount rate used for the DCF model as well as the expected
future cash-inflows based on the forecasted budget and the growth rate used for extrapolation purposes.
Budgets comprise estimates of revenue, staff costs, overheads and gross margins based on current and
anticipated market conditions that have been considered and approved by the management for each cash
generating unit retail shop. Whilst the Group is able to manage most of the costs, the revenue projections
are inherently uncertain due to the short-term nature of the business and variable market conditions due to
COVID-19 pandemic.

The sensitivity analysis in respect of the estimates and assumptions used to estimate recoverable amount of
right-of-use assets is presented in Note 12.

Lease term

In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option, or not exercise a termination option. Extension options (or
periods after termination options) are only included in the lease term if the lease is reasonably certain to be
extended (or not terminated).

Most extension options in offices and vehicles leases have not been included in the lease liability, because
the group could replace the assets without-sinwit
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

6. Investments in subsidiaries

At 31 March 2021, the Company has three subsidiaries, details of which are as follows:

Place of Amountin  Legal Controlling Principal
Name incorporation AED ownership ownership activities
2020
Kalyan Jewelers for o
Golden Jewelleries Trading in
W.L.L.. Kuwait Kuwait 659,500 49% 100% Jewellery
I‘{I‘:"gac" J S’:ﬁers Qatar 203,040  49% 100% ;ﬁi:;feﬁ;“

Kenouz Al Sharq
Gold Ind. LL.C.

UAE 300,000 49% 100% Manufacturmg of
jewellery

1,162,540

The share capital of Kalyan Jewelers for Golden Jewelleries W.L.L., Kuwait is Kuwaiti Dinar 50,000
divided into 100 shares of Kuwaiti Dinar 500 each. Badr Nasser Ali Al-Itaibi and Sheikh Dawood Al Sabah,
the local shareholders holds 50% and 1% of the share capital respectively for the beneficial interest of the
Company.

The share capital of Kalyan Jewelers L.L.C., Qatar is Qatari Riyal 200,000 divided into 200 shares of Qatari
Riyal 1,000 each. Nasser Darwish A Mashhadi, the local shareholder holds 51% of the share capital for the
beneficial interest of the Company.

The share capital of Kenouz Al Sharq Gold Ind. L.L.C., UAE is United Arab Emirates Dirham 300,000
divided into 300 shares of United Arab Emirates Dirham 1,000 each. Mohammad Hamza Mustafa
Mohammad Ali, the local shareholder holds 51% of the share capital for the beneficial interest of the
Company.

73 Additional investments in subsidiaries

The Company has advanced additional investments in subsidiaries in the nature of equity to meet their
additional capital requirements and is detailed below:

2021 2020
AED AED
Kalyan Jewelers for Golden Jewelries L.L.C, Kuwait 82,212,450 82,212,450
Kalyan Jewellers L.L.C., Qatar 106,058,689 206,058,689
188,271,139 288.271,139

8.  Cash and cash equivalents
2021 2020
AED AED
Cash on hand 1,269,781 503,932
Bank balances - current accounts 6,480.329 4,697,346
7,750,110 5,201,278
31

e
Defoitte & Toue o~




Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

8.  Cash and cash equivalents (continued)

Amounts held in banks are assessed to have low credit risk of default since these banks are highly regulated
by the central banks of the United Arab Emirates. Accordingly, the management of the Company estimates
the loss allowance on deposits at the end of the reporting period at an amount equal to 12 months Expected
credit losses. None of the balances with banks at the end of the reporting period are past due, and taking
into account the historical default experience and the current credit ratings of the banks, the management
of the Company have assessed that there is no impairment, and hence have not recorded any loss allowances
on these balances.

Cash and cash equivalents are secured against bank borrowings of the Group (Note 20).
9.  Margin deposits

Margin deposits amounting to AED 36.7 million (2020: AED 35 million) have been maintained against
borrowings during the year (Note 20). Margin deposits earn interest at a rate between 1.5% to 2.5% per
annum (2020: between 1.5% and 2%).

Margin deposits held in banks are assessed to have low credit risk of default since these banks are highly
regulated by the central banks of the United Arab Emirates. Accordingly, the management of the Company
estimates the loss allowance on deposits at the end of the reporting period at an amount equal to 12 month
ECL. None of the balances with banks at the end of the reporting period are past due, and taking into
account the historical default experience and the current credit ratings of the banks, the management of the
Company have assessed that there is no impairment, and hence have not recorded any loss allowances on
these balances.

Margin deposits are used to secure bank borrowings of the Company as disclosed in Note 20 and of the
Group.

10. Trade and other receivables

2021 2020

AED AED

Trade receivables — related party [Note 11(b)] 68,448,839 58,174,167
Trade receivables — others 16,715,072 37,403,878
Less: Expected credit loss allowance (231,273) -
84,932,638 95,578,045

Advances to gold suppliers 33,030,404 56,732,707
Advances to suppliers 10,615,523 10,077,000
Deposits and other receivables 675,962 2,092,174
Prepayments 565,025 1,692,110
129,819,552 166,172,036

The Company has determined that the amounts due from related parties do not carry a credit risk and hence
no expected or specific loss allowance is required on these balances. In the process of making this
determination, the Company has considered the terms underlying these balances, historical default rates,
the ability of the related parties to settle these balances when due and the right of set off on a Group basis.
The balances due from related parties are repayable on demand and there is no history of default.

32

oeloitte & T(:;u""(\e




Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

10. Trade and other receivables (continued)

Trade receivables — others, represents amounts receivable from third parties and receivables from credit
card companies as at the reporting date. The average credit period for receivables from third parties is 30
days (2020: 30 days). The Company’s trade receivable balances from third parties are not impaired.

Credit card receivables are realised within three working days. Credit card receivables have been pledged
with a bank against the borrowings availed by the Company (Note 20).

Trade receivables are secured against bank borrowings of the Group.

In determining the recoverability of a trade receivable, the Company considers any change in the credit
quality of the trade receivable from the date credit was initially granted up to the reporting date. The
Company always measures the loss allowance for trade receivables at an amount equal to lifetime ECL.
The expected credit losses on trade receivables are estimated using a provision matrix by reference to past
default experience of the debtor and an analysis of the debtor's current financial position, adjusted for factors
that are specific to the debtors, general economic conditions of the industry in which the debtors operate
and an assessment of both the current as well as the forecast direction of conditions at the reporting date.

The following table details the risk profile of trade receivables based on the Company’s provision:

Expected Gross Expected
credit carrying credit loss Net carrying
loss rate amount allowance amount
AED AED AED
31 March 2021
Low risk 1% 16,715,072 (231.273) 16,483,799
16,715,072 (231,273) 16,483,799
31 March 2020
Low risk 0% 37,403,878 - 37,403,878
37,403,878 = 37,403,878
Ageing of trade receivables:
Gross Expected
carrying credit loss Net
amount allowance receivables
AED AED AED
31 March 2021
Current 16,702,086 218,287 16,483,799
Past due by:
0 - 90 days 12,986 12,986 =
16,715,072 231,273 16,483,799
31 March 2020 -
Current 37,342,164 - 37,342,164
Past due by:
0 - 90 days 61,714 - 61,714

37,403,878 - 37,403,878
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)
10. Trade and other receivables (continued)

The following table shows the movement in lifetime ECL that has been recognised for trade receivables in
accordance with the simplified approach set out in IFRS 9:

Collectively Individually

assessed assessed Total

AED AED AED

Balance as at 1 April 2020 B E =
Net re-measurement of loss allowance (Note 23) 231,273 - 231,273
Balance as at 31 March 2021 231,273 - 231,273

11. Related party transactions

The Company enters into transactions with other companies and entities that fall within the definition of a
related party as contained in International Accounting Standard (IAS) 24: Related Party Disclosures.
Related parties comprise companies and entities under common ownership and/or common management
and control and key management personnel. The management decides on the terms and conditions of
transactions and of services received/rendered from/to related parties as well as other charges and
transactions with such related parties are made terms agreed between the Company and related parties.

The Company has determined that the amounts due from related parties do not carry a credit risk and hence
no expected or specific loss allowance is required on these balances. In the process of making this
determination, the Company has considered the terms underlying these balances, historical default rates,
the ability of the related parties to settle these balances when due and the right of set off on a Group basis.
The balances due from related parties are repayable on demand and there is no historical default rate. For
the year ended 31 March 2021, the Company has recorded Nil (2020: Nil) impairment on amounts due
from related parties.

At the reporting date, balances with related parties were as follows:

2021 2020
AED AED
(a) Due from related parties
Ultimate Parent Company
Kalyan Jewellers India Ltd. 2,923,493 1,701,474
Subsidiaries
Kalyan Jewellers for Golden Jewelries L.L.C, Kuwait 4,850,000 4,850,000
Kalyan Jewellers L.L.C., Qatar 7,248,710 7,000,000
15,022,203 13,551,474
Due from related parties are non-interest bearing and receivable on demand.
¥ =l gl
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

11.  Related party transactions (continued)

2021 2020
AED AED
(b) Disclosed as trade receivables
Subsidiaries and fellow subsidiaries
Kalyan Jewelers for Golden Jewelries L.L.C, Kuwait (Note 10) 19,673,601 24,640,484
Kenouz Al Sharq Gold Ind. L.L.C. (Note 10) 48,775,238 32,591,979
Kalyan Jewellers INC U.S.A (Note 10) - 941,704
66,448,839 58,174,167
(c¢) Loan from a related party
Parent Company
Kalyan Jewellers FZE
- Gold loan [Note 11(c)(i)] 208,152,066 276,412,715
- Other loans [Note 11(c)(ii)] 45,492,016 17,960,366
253,644,082 294,373,081

(i)  The Company availed gold loans amounting to AED 208 million (2020: 276 million) as at the end of
the reporting period from the Parent Company. The interest rates on gold loans range from 2% to 3%
per annum (2020: from 2% to 3% per annum) and the tenure of the gold loan is 12 months (2020: 12
months). The loans are guaranteed by standby letters of credit issued by the bank of the Ultimate
Parent Company to the bullion banks. Gold received from the Parent Company is on an unfixed basis,
and aggregates to 1,047 Kgs (2020: 1,462 Kgs) as at the end of the reporting period and has been
revalued at the closing bullion rate of AED 199 per gram (2020: 189 per gram).

ii) Other loans carry an interest rate of 6% per annum [2020: 6% per annum].
p

2021 2020
AED AED
(d) Loan to a related party
Subsidiary
Kalyan Jewellers W.L.L - Qatar 99,979,360 -
99,979,360 -

The loan to a related party is interest bearing and carries interest at the rate of 6.5% payable to the
related party at the end of each year.

2021 2020
AED AED
(¢) Due to a related party
Parent
Kalyan Jewellers FZE 20,814,647 24,091,768
20,814,647 24,091,768

The amounts due to related parties are non-interest bearing and repayable on demand.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

11. Related party transactions (continued)

(f) Transactions with related parties during the year

2021 2020

AED AED
Parent Company
Sales 3,993,483 6,580,661
Purchases 47,115,876 94,807,766
Interest expense (Note 25) 19,974,643 23,251,768
Management fee expense (Note 23) 840,000 840,000
Subsidiaries
Sales 123,217,148 123,843,229
Purchases 89,274,232 96,142,098
Brand sharing fee (Note 24) 4,000,000 7,000,000
Management fee income (Note 24) 1,850,000 4,850,000
Finance income 6,248,710 -

Brand sharing fee represent amounts charged to subsidiaries respectively for the use of the Kalyan Jewellers
brand.

Management fee income represent amounts charged to subsidiaries respectively for the common management.

Key management remuneration:

2021 2020
AED AED
Salaries and other benefits
- Short-term 660,000 677,962

- Long-term 32,320 8,019

12. Right-of-use assets

The Company has leased space for showrooms and offices from different landlords in the UAE. The average
lease term ranges from 1 to 3 years:

2021 2020
AED AED
Cost
At 1 April 117,047,870 95,145,529
Additions 7,095,871 21,902,341
On early terminations of the contracts (34,506,453) -
At 31 March 89,637,288 117,047,870
e aah
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

12.  Right-of-use assets (continued)

2021 2020

AED AED
Accumulated depreciation
At 1 April 19,795,459 10,008,402
On early terminations of the contracts (23,060,913) o
Charge for the year 8,144,781 9,787,057
Impairment on right-of-use assets 17,000,000 -
At 31 March 21,879,327 19,795,459
Net book value at 31 March 67,757,961 97,252,411

The management tests right-of-use assets annually for impairment, or more frequently if there are indicators
that they may be impaired.

The recoverable amount of the right-of-use asset as a cash-generating unit is determined based on a “value
in use” calculation which uses cash flow projections based on financial budgets approved by the
management covering a five-year period, and a discount rate of 12.4% per annum. Cash flow projections
and profitability for the future years of forecast are based on the assumption of a consistent gross margin
similar to that achieved for the current year and on the below mentioned projected revenues:

Increase in projected revenue of 10% in the first year subsequent to the period ended 31 March 2021;
Increase in projected revenue of 6% in the second and third year thereafter;
Increase in projected revenue of 5% per annum for the following two years.

Cash flow projections and profitability beyond the five-year period (as explained above) are based on a
consistent gross margin (as explained above) and a steady increase of 2.8% per annum growth rate which
are estimated by the Company’s management based on past performance of the retail stores and the
management’s expectations of future market recovery.

Sensitivity analysis

The Company has conducted an analysis of the sensitivity of the impairment test to changes in the key
assumptions used to determine the recoverable amount for each of the group of CGUs to which right-of-
use assets is allocated. The management believe that any reasonably possible change in the key assumptions
on which the recoverable amount of the right-of-use assets is based would not cause the aggregate carrying
amount to exceed the aggregate recoverable amount of the related CGUs except to the extent of impairment
already recorded on right-of-use asset.

At the end of the financial year the recoverable amount of the right-of-use asset was lower by AED 17
million to its book value (2020: AED Nil).

37




Kalyan Jewellers L.L.C.

Notes to the separate financial statements

for the year ended 31 March 2021 (continued)

12. Right-of-use assets (continued)

Budgeted sales growth:

At the CGU level, had budgeted sales growth for each shop been 1% lower in each subsequent 5 years of
analysis (other key assumptions remaining constant), impairment charge would increase by AED 2 million
as recorded in the books of the Company.

Weighted average cost of capital:

At the CGU level, had the weighted average cost of capital for each shop been increased by 1% (other key
assumptions remaining constant), impairment charge would increase by AED 2 million in the books of the
Company.

Terminal growth rates:

At the CGU level, had the terminal growth rates for each shop been reduced to 1% (other key assumptions
remaining constant), impairment charge would increase by AED 1 million in the books of the Company.

The total cash outflow for leases amounts to AED 8,622,844 (2020: AED 22,152,161).

13. Lease liabilities

Lease liabilities included in the statement of financial position as follows:

2021 2020
AED AED
Balance as at 1 April 5,929,447 5,771,924
Additions 6,957,971 8.988.864
Accretion of interest 263,998 407,343
On early terminations of the contracts (1,455,255) -
Payments (8,484,944) (9,238,684)
Balance as at 31 March 3.211,217 5,929,447
2021 2020
AED AED

Maturity analysis
Not later than 1 year 3.211.217 4,776,211
Later than | year and not later than 5 years - 1,153,236
3,211,217 5,929,447

The Company does not face a significant liquidity risk with regard to its lease liabilities. Lease liabilities are
monitored within the Company’s central accounting treasury function.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

13.  Lease liabilities (continued)

Sensitivity analysis of incremental borrowing rate:

The incremental borrowing rate applied to lease liabilities recognised in the statement of financial position

as of 31 March 2021 is 6.5% (2020: 6.5%).

If the incremental borrowing rate had been 1% higher or lower and all variables were held constant, the
Company’s carrying amount of lease liabilities would have a decreased or increased by AED 32,112 (2020:

AED 59,294).
a) Amounts recognized in profit or loss

The statement of profit or loss shows the following amounts relating to leases:

2021

AED
Depreciation charge of right-of-use assets (Note 23) 8,144,783
Interest expense (included in finance cost) (Note 25) 263,998
Expense relating to short term and low value leases (Note 23) 2,169,053
14. Inventories

2021

AED
Bullion — unfixed (a) 16,983,172
Gold jewellery — unfixed (b) 117,152,939
Scrap gold (b) 2,075,279
Diamond jewellery 118,292,727
Making charges on gold jewellery 5,093,220
Promotion inventory =

259,597,337

2020
AED

9,787,057
407,343

2,964,030

2020
AED

19,133,708
138,836,715
1,548,080
142,539,055
7,666,270
600,000

310,323,828

a) Unfixed bullion represents 85,352 grams (2020: 101,063 grams) of bullion received from suppliers.

b) The Company purchases gold jewellery by exchanging equivalent bullion for the value of gold used in
those jewelleries and the related making charges are paid as per credit terms agreed with suppliers.

Unfixed gold jewellery represents 599,137 grams (2020: 742,950 grams) of gold amounting to
AED 119 million (2020: AED 140 million), which is valued at a bullion price of AED 199 per gram

prevailing as at 31 March 2021 (2020: AED 189 per gram).

The corresponding liability for unfixed gold has been recognised at the closing bullion rate as at

31 March 2021 and 2020 [Notes 20 and 11(c)].

¢) Inventory is secured against bank borrowings of the Group.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)
15. Share capital

The authorised, issued and fully paid up share capital of the Company comprise three hundred shares of
AED 1,000 each. The shareholding of the Company at 31 March 2021 and 31 March 2020 is given below:

Number of
Ownership shares Amount
% AED
Mr. Mohammad Hamza Mustafa Mohammad Ali 51% 153 153,000
Kalyan Jewellers FZE 49% 147 147,000
100% 300 300,000

The shares held by Mohammad Hamza Mustafa Mohammad Ali are for the beneficial interest of
Kalyan Jewellers FZE.

16. Statutory reserve

In accordance with UAE Federal Law No. (2) of 2015, the Company has established a statutory reserve by
appropriation of 10% of net profit for each year until the reserve equals 50% of the share capital. This
reserve is not available for distribution except in the circumstances stipulated by the Law. No transfer has
been made to the reserve during the current year as it is already equal to 50% of the share capital.

17. Loan from a shareholder

The loan from a shareholder at 31 March 2021 represents an amount of AED 335 million (2020: AED 335
million), which is due to the principal shareholder (Kalyan Jewellers FZE). This amount is interest-free,
has no fixed repayment term and repayment is at the discretion of the issuer (Note 4.1).

18. Provision for employees’ end-of-service indemnity

2021 2020

AED AED
Balance at the beginning of the year 2,096,292 1,567,349
Charge for the year 83,372 860,787
Payments made during the year (489,108) (331,844)
Balance at the end of the year 1,690,556 2,096,292
19. Trade and other payables

2021 2020

AED AED
Trade payables — others 35,907,402 58,411,530
Advances from customers 22,563,481 23,306,626
Accrued expenses 4,139,596 2,048,287

62,610,479 83,766,443

Trade payables are unsecured and are usually paid within 30 days of recognition. The carrying amount of
trade and other payables are considered to be the same as their fair values, due to their short-term nature.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

20. Bank borrowings
2021 2020
AED AED
Suppliers invoice financing [Note 20 (a)] 74,713,100 74,851,343
Bank overdraft [Note 20 (b)] 19,056,289 24,390,118
93,769,389 99,241,461
a) The Company has a supplier’s invoice financing facility with a limit of AED 75 million (2020: AED

b)

75 million) of which AED 74.7 million (2020: AED 74.8 million) was utilised as of reporting date. This
facility is an invoice financing agreement and is to be repaid within 12 months. The facility has an
interest rate of 5.5% per annum (2020: 5.5% per annum).

Supplier’s invoice financing facility is secured by margin deposits amounting to AED 37 million [2020:
AED 35 million] (Note 9) corporate guarantees from the Ultimate Parent Company and the Parent
Company, standby letters of credit amounting to 35% of the total funds availed less margin deposit
(Note 9), daily sales collection of 5 stores and a security cheque equivalent to the total facility amount.

The Company has an overdraft facility from a bank with a limit of AED 25 million (2020: AED 25
million) of which AED 19 million (2020: AED 24.4 million) was utilised as of the reporting date. These
facilities are availed for payment of trade liabilities owed to the suppliers and are required to be repaid
within 12 months (2020: 12 months). The overdraft facility has an interest rate of 6% per annum (2020:
5.5% per annum).

Reconciliation of liabilities arising from financing activities:

1 April Financing cash flows Other 31 March

2020 Proceeds Repayments changes 2021

AED AED AED AED AED

Bank borrowings 99,241,461 340,093,145 (345,565.217) - 93,769,389

21. Revenue

2021 2020

AED AED

Gross revenue from gold jewellery and diamond ornaments 460,984,293 846,362,560
Less : Discount On Promotional Sales — Priority (78,890) (152,400)
Less : Discount On Promotional Sales — Vouchers (140,072) -
460,765,331 846,210,160
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

22. Cost of sales

Inventories at the beginning of the year
Purchases of bullion

Purchases of gold and diamond jewellery
Making charges

Packing materials

Other direct costs

Less: Inventories at the end of the year (Note 14)

23. Selling, general and administrative expenses

Salaries and other benefits

Advertisement expenses

Write-off of property, plant and equipment

Loss on disposal of property, plant and equipment
Depreciation of right-of-use assets

Depreciation of property, plant and equipment
Traveling and communication

Rent

Bank charges

Utilities

Legal and professional fees

Sales promotion

Security services

Net re-measurement of loss allowance [Note 10]
Management fee expense [Note 11(f)]
Consultancy fee

Others

\\!
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2021 2020
AED AED
310,323,828 291,410,898
146,087,267 509,652,895
207,780,487 251,428,297
1,068 173,297
720,102 1,397,850
7,698,753 8,298,211
672,611,505 1,062,361,448
(259,597,337) (310,323,828)
413,014,168 752,037,620
2021 2020
AED AED
11,223,199 17,335,122
12,020,424 16,556,601
9,990,285 .
3,849,957 .
8,144,781 9,787,057
3,330,439 3,646,690
2,272,843 2,268,057
2,169,053 2,964,030
1,514,968 2,490,944
1,393,212 1,650,730
1,702,562 2,186,136
118,010 297,988
65,750 188,353
231,273 ;
840,000 840,000
54,475 79,735
2,727,682 3,027,370
61,648,913 63,318,813
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

24. Other income

Brand sharing fee [Note 11(f)]

Management fee income [Note 11(f)]

Gain on disposal of disposal of property, plant and equipment
Other income

Exchange gain

25. Finance costs

Interest on loan from related party [Note 11(f)]
Interest on supplier invoice financing

Loan arrangement and letter of credit fees
Interest on lease liabilities

Others

26. Derivative financial instruments

Derivative financial assets

Held for trading derivatives that are not designated in hedge accounting relationships:

Commodity forward contracts

\

\
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2021
AED

4,000,000
1,850,000

936,269

6,786,269

2021
AED

19,974,643
4,332,939
498,947
263,998
1,381,458

26,451,985

2021
AED

1,821,998

1,821,998

2020
AED

7,000,000
4,850,000
66,519
899,901
84,411

12,900,831

2020
AED

23,251,768
4,979,694
840,975
407,343
2,604,183

32,083,963

2020
AED
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)
26. Derivative financial instruments (continued)
Derivative financial liabilities

Held for trading derivatives that are not designated in hedge accounting relationships:

2021 2020

AED AED

Commodity forward contracts (11,512,102) -
(11,512.102) -

The aggregate net loss on derivative financial instruments recognised in profit or loss are:

2021 2020
AED AED

Net loss on derivative financial instruments (9,690,104) =

27. 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 recognised, in respect of each
class of financial asset, financial liability and equity instrument are disclosed in Note 3 to the separate
financial statements.

b) Categories of financial instruments

2021 2020
AED AED
Financial assets
Loans and receivables at amortised cost (including cash and
cash equivalents) 245,059,966 151,422,971
Financial liabilities at amortised cost

At amortised cost 157,842,251 207,595,746

¢) Fair value of financial instruments

Management considers that the carrying amounts of financial assets and financial liabilities as stated in the
separate statement of financial position approximate their fair value.

28. Financial risk management

The Company’s overall financial risk management program seeks to minimise potential adverse effects to
the financial performance of the Company. The management provides principles for overall financial risk
management and policies covering specific areas, such as market risk including foreign exchange risk and
interest rate risk, credit risk, and liquidity risk.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements

for the year ended 31 March 2021 (continued)

28. Financial risk management (continued)

(a) Credit risk management

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial
loss to the Company. Credit risk is controlled by counterparty limits that are reviewed and approved by the

management.

The Company’s current credit risk grading framework comprises the following categories:

Basis for recognizing
Category Description expected credit losses
Performing The counterparty has a low risk of default and 12 month ECL
does not have any past-due amounts
Doubtful Amount is more than 180 days past due or there Lifetime ECL - not credit impaired
has been a significant increase in credit risk since
initial recognition
In default Amount is more than 365 days past due or there Lifetime ECL - credit-impaired
is evidence indicating the asset is credit-impaired
Write-off There is evidence indicating that the debtor is in  Amount is written off

severe financial difficulty and the Company has
no realistic prospect of recovery.

The Company’s principal financial assets are cash & cash equivalents, margin deposits, trade and other
receivables (excluding prepayments) and due from related parties. The credit risk on bank balances and
margin deposits is limited because the counterparties are banks registered in the United Arab Emirates.

Credit risk on amounts due from related parties including trade receivables from subsidiaries are limited as
these are amounts receivable from its Ultimate Parent Company and subsidiaries.

Further details of credit risks on trade and other receivables are discussed in Note 10 to the separate financial
statements.

(b)  Exchange rate risk management

There are no significant exchange rate risks as most financial assets and financial liabilities are denominated
in Arab Emirates Dirham and United States Dollar which is also pegged with AED.

(c) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the management. The C ompany manages
liquidity risk by maintaining adequate reserves, by monitoring forecast and actual cash flows and matching
the maturity profiles of financial assets and liabilities. The Company has access to loans from related parties
to further reduce liquidity risk.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

28. Financial risk management (continued)
d) Fair value of financial instruments
Financial instruments comprise financial assets, financial liabilities and derivative financial instruments.

Financial assets consist of cash and cash equivalents, due from related parties, trade and other receivables
(excluding prepaid expenses), loan to a related party, derivative financial assets and other financial assets.

Financial liabilities consist of trade and other payables, Bank borrowings, due to related parties, loan from
a related party and derivative financial liabilities.

The Establishment uses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation technique described below:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities;

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are
observable, either directly or indirectly; and

Level 3: techniques that use inputs which have a significant effect on the recorded fair value that are not
based on observable market data.

The following table shows an analysis of financial instruments recorded at fair value by level of the fair
value hierarchy:

Level I Level IT Level III Total
AED AED AED AED
2021
Financial assets
Derivative Financial instruments - - -
Forward Foreign exchange contracts - 1,821,998 - 1,821,998
Currency Swaps - - - -

= 1,821,998 - 1,821,998
Level I Level II Level ITI Total
AED AED AED AED
2021
Financial liabilities
Derivative Financial instruments
Foreign exchange forward contracts - (11,512,102) - (11,512,102)
- (11,512,102) - (11,512,102)
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

28. Financial risk management (continued)
d) Fair value of financial instruments (continued)

The following table gives information how the fair values of these financial assets and financial liabilities
are determined (in particular the valuation techniques and inputs used):

Financial assets/ Fair value hierarchy
(Financial liabilities) Valuation techniques and key inputs
2021
Commodity Level 11 Discounted cash flow method
forward contracts-net Future cash flows are estimated based on

forward exchange rates at the end of the
reporting period and contract rates, discounted
at a rate that reflects the credit risk of the

counterparty.

(e) Interest rate risk management

The Company’s interest rate risk arises from its financial liabilities (i.e. bank overdraft and term loans
received from financial institutions) which are at fixed or variable rates of interest.

If interest rate had been 50 basis point higher/lower and all other variables were held constant, the
Company’s profit for the year ended 31 March 2021 would increase/decrease by AED 691.856.

()  Commodity risk management

The Company is exposed to price risk on both sales and purchases of gold inventory. The Company uses
gold price forward contracts to manage some of its transactions exposure. The forward contracts are not
designated as cash flow hedges and entered into for period consistent with Commodity price risk exposure
of the underlying transactions generally from 2-4 months which is as per the risk management policy
outlined by the Board of directors.

In addition the Group enters into forward contracts designated as cash flow hedges to manage the price
risk volatility of the company’s gold inventory. These contracts are entered into in accordance with the
Group’s risk management and hedging polices for a period of 2-4 months.

29. Capital risk management
The capital structure of the Company consists of debt comprising loan from a related party, bank borrowings
and equity comprising issued share capital and retained earnings as disclosed in the statement of changes

in equity. The Company manages its capital to ensure that it will be able to continue as a going concern
while maximising the return to the shareholders through the optimisation of the debt and equity balances.
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Kalyan Jewellers L.L.C.

Notes to the separate financial statements
for the year ended 31 March 2021 (continued)

30. Non-cash transactions

Write-off of right-of-use assets

Write-back of lease liability

Loan from shareholder transfer from equity to non-current liabilities
Interest expense on loans from a related party

Interest income on loan to a related party

31. Approval of the separate financial statements

2021 2020
AED AED

11,445,540 -
1,455,255 -
100,000,000 -
19,974,643 23,251,768
6,248,710 -

The separate financial statements were approved by the directors and authorised for issue on 27 July 2021.
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