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MASTEK ARABIA FZ-LLC
Statement of Comprehensive Income
for the period ended 31 March 2020
01 Mar. 2020
to
31 Mar. 2020

Notes

AED
1,951,443

Revenue
Costs of revenue

15

(2,068,946)

Expenses

16

(481,639)

Withhold taxes

(3,838)
(602,980)

Loss from operations
Other income

17

2,325

Finance costs

18

(30,065)

Loss for the period
Other comprehensive income

Total comprehensive income for the period
The accompanying notes 1 to 24 form an integral part of these financial statements.

(630,720)
(630,720)

PAGE 7

MASTEK ARABIA FZ-LLC
Statement of Changes in Equity
for the period ended 31 March 2020
Share
capital
AED

Share
Application
money
AED

Loss for the
period
AED

10,000

-

-

10,000

Share application money received
during the period

-

238,219,738

-

238,219,738

Loss for the period

-

-

(630,720)

(630,720)

10,000

238,219,738

(630,720)

237,599,018

Share capital introduced

As at 31 March 2020

The accompanying notes 1 to 24 form an integral part of these financial statements.

Total
AED
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MASTEK ARABIA FZ-LLC
(Incorporated in Dubai Development Authority, U.A.E.)

Notes to the Financial Statements
for the period ended 31 March 2020

1.

Legal status and business activity

a)

MASTEK ARABIA FZ-LLC (“The Company”) is a free zone company with limited
liability, company incorporated on 03 March 2020 with the Dubai Development
Authority, Dubai, U.A.E. under commercial license no. 97085.

b)

The company is registered and engaged to provide software consultancy, customer
service, developer, solution provider, support service provider and other related
activities.

c)

These financial statements are not the consolidated financial statements and do not
include the assets, liabilities and results of the operations of its subsidiary companies,
Evolutionary Systems Bahrain S.P.C., (Kingdom of Bahrain) and Evolutionary
Systems Saudi LLC, (Kingdom of Saudi Arabia), Evosys Kuwait Designing &
Development LLC, (Kuwait), Evolutionary Systems Consultancy LLC, (Abu Dhabi,
U.A.E.) and Evolutionary System Egypt LLC, (Egypt).
The consolidated financial statements of the group are prepared by the ultimate parent
company, Mastek Limited, India.

d)

During the period, the company has entered into Business Transfer Agreement (‘BTA’)
with Evolutionary Systems Arabia FZ LLC dated 8th February 2020 to purchase entire
business from Evolutionary Systems Arabia FZ LLC on slump sale basis for a lump
sum consideration of USD 64.90 million without values being assigned to individual
assets and liabilities together with all the tangible and intangible assets, relating thereto
with a view that the the company will carry on the MENA Region Business and the
Business Undertaking as a going concern from BTA Closing date. The right of the
company to assume rights and obligations from the Seller (the Evolutionary System
Arabia FZ LLC) in BTA is effective from 1st February 2020 but the company has
exercised rights effective 1st March 2020. Accordingly, accounting treatment of the
‘BTA’ was executed on 1 March 2020 (opening hours) between the Company and
Evolutionary Systems Arabia FZ LLC. As a result, the assets and liabilities covered by
BTA and the operation of the Evolutionary Systems Arabia FZ LLC was transferred to
the company effective 1st March 2020 (opening hours). The company has also acquired
5 subsidiaries in MENA region by virtue of BTA.

2.

Basis of preparation

a)

These financial statements do not include the financial statements of its subsidiary
companies. The consolidated financial statements for the group are prepared by the
ultimate parent company Mastek Limited, India.

b)

Statement of compliance
The financial statements are prepared in accordance with International Financial
Reporting Standards issued or adopted by the International Accounting Standards
Board (IASB) and which are effective for accounting years beginning on or after 1
January 2019. These financial statements for the period ended 31 March 2020 are
prepared for management purpose only to assist the Ultimate parent company in India
to present its consolidated financial statements and not for any other statutory
compliance.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
c)

Basis of measurement
The financial statements have been prepared on the historical cost basis, except for
certain financial assets and financial liabilities which are being measured at fair values.
Historical cost is generally based on the fair value of the consideration given in
exchange of assets.
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. In estimating the fair value of an asset or a liability, the company
takes into account the characteristics of the asset or liability if market participants would
take those characteristics into account when pricing the asset or liability at the
measurement date.
For financial reporting purposes, fair value measurements are categorized into Level 1,
2 or 3 based on the degree to which inputs to the fair value measurements are observable
and the significance of the inputs to the fair value measurement in its entirety as
described below:
·
·
·

d)

Level 1 inputs are quoted prices in active markets for identical assets or liabilities.
Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and
Level 3 inputs are unobservable inputs for the asset or liability.

Functional and presentation currency
These financial statements are presented in U.A.E. Dirhams, which is the company’s
functional and presentation currency.

3.

Use of estimates and judgment
The preparation of the financial statements in conformity with IFRS requires
management to make judgments, estimates and assumptions that affect the application
of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised
and in any future periods affected.
Judgments made in applying accounting policies
The significant judgments made in applying accounting policies that have the most
significant effect on the amounts recognized in the financial statements are as follows:
The outbreak of Novel Coronavirus (COVID 19) continues to progress and evolve.
Therefore, it is challenging now, to predict the full extent and duration of its business
and economic impact.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
Judgments made in applying accounting policies (contd.)
There is no overall impact on the company due to Covid-19, since the company has
option to work off-site and effective monitoring controls are in place. The operations
of the company are not majorly affected by Covid-19 situation as the company has
shifted all the projects on offshore delivery model. All projects of the company are
working smoothly and new businesses are also procured based on this Model. No
significant decline was noticed in the business projected as on date. Even the company
has signed 3-4 major contracts in different regions like UK, Australia and Netherlands
in last 2 months. These are the major deals with substantial values among other ongoing
smaller contracts across the globe.
Impairment
At each reporting date, management conducts an assessment of all financial assets to
determine whether there are any indications that they may be impaired. In the absence
of such indications, no further action is taken. If such indications do exist, an analysis
of each asset is undertaken to determine its net recoverable amount and, if this is below
its carrying amount, a provision is made.
Classification of investments
Management designates at the time of acquisition of securities whether these should be
classified as at fair value or amortized cost. In judging whether investments in securities
are classified as at fair value or amortized cost, management has considered the detailed
criteria for determination of such classification as set out in IFRS 9 Financial
Instruments.
Key sources of estimation uncertainty and assumptions
The key assumptions concerning the future, and other key sources of estimation
uncertainty and assumptions at the reporting date, that have significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the next
financial period, are discussed below.
Residual values of fixed assets
Residual values are assumed to be zero unless a reliable estimate of the current value
can be obtained for similar assets of ages and conditions that are reasonably expected
to exist at the end of the assets’ estimated useful lives.
Estimated useful life of fixed assets
Management determines the estimated useful lives and depreciation charge for its
fixed assets at the time of addition of the assets and is reviewed on annual basis.
Carrying value of intangible asset
Carrying values of the intangible asset is assessed for premium as commanded by the
market forces on a periodic basis. Based on such assessments the premiums are reduced
to their estimated market valuation.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
Provision for expected credit losses of trade receivables and contract assets
The loss allowances for financial assets are based on assumptions about the risk of
default and expected loss rates. The management uses judgement in making these
assumptions and selecting the inputs to the impairment calculations based on the past
history, existing market conditions as well as forward looking estimates at the end of
each reporting period.
Staff end-of-service gratuity
The company computes the provision for the liability to staff end-of-service gratuity
assuming that all employees were to leave as of the reporting date. The management is
of the opinion that no significant difference would have arisen had the liability been
calculated on an actuarial basis as salary inflation and discount rates are likely to have
approximately equal and opposite effects.
Unbilled revenue
Where the outcome of a contract can be estimated reliably, contract revenue and costs
are recognized by reference to the stage of completion. The management makes
estimates of the cost incurred, to the extent of the revenue recognized and makes
provision for unbilled revenue or excess billings on the basis of actual revenue
recognized on those contracts. Since the percentage of completion method uses current
estimates of contract revenue and expenses, it is normal to encounter changes in
estimates of contract revenue and costs.
Revenue recognition
Recognised revenue and margin are based on estimates of total expected contract
revenue and cost, which are subject to revisions as the contract progresses. Total
expected revenue and cot on a contract reflect management’s current best estimate of
the probable future benefits and obligations associates with the contract.
Although the company makes individual assessments on contract on a regular basis,
there is a risk that actual costs related to those obligations may exceed initial estimates.
Estimates of contract costs and revenues at completion in case of contracts in progress
and estimates of provisions in case of completed contracts may then have to be reassessed.

4.

Adoption of new and revised International Financial Reporting
Standards

a)

New and revised International Financial Reporting Standards
The following International Financial Reporting Standards, amendments thereto and
interpretations issued by IASB that became effective for the current reporting year and
which are applicable to the company are as follows:
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
New and revised International Financial Reporting Standards (contd.)
·
·
·
·
·
·

b)

IFRS 16 - Leases
Amendments to IFRS 9 - Prepayment Features with Negative Compensation.
Amendment to IAS 19- Employee Benefits Plan Amendment, Curtailment or
Settlement
Amendments to IAS 28 -Investment in Associates and Joint Ventures: Relating to
long term interests in Associates and Joint Ventures.
IFRIC 23-Uncertainty over Income Tax Treatments
Annual improvements to IFRSs 2015-2017 Cycle -Amendments to IFRS 3 Business
Combinations, IFRS 11 Joint Arrangements, IAS 12 Income Taxes, IAS 23
Borrowing costs

International Financial Reporting Standards issued but not effective
IFRS17 -Insurance Contracts- The effective date of the standard is set for annual
periods beginning on or after 1 January 2021 (likely to be extended to 1 January 2022).
Amendments to IAS 1 and IAS 8-Definition of Material- The effective date of the
amendment is set for annual periods beginning on or after 1 January 2020.
Amendments to IFRS 3-Definition of a Business- The effective date of the amendment
is set for annual periods beginning on or after 1 January 2020.
Revised Conceptual Framework for Financial Reporting- The effective date of the
revised framework is set for annual periods beginning on or after 1 January 2020.
The Company has not early adopted any other standard, interpretation or amendment
that has been issued but is not yet effective.

5.

Significant accounting policies

a)

Depreciation of fixed assets
Depreciation on assets is charged so as to allocate the cost of assets less their residual
value over their estimated useful lives, using the straight-line method. The cost of the
fixed assets is depreciated by equal annual installments over their estimated useful lives
of four years.
Depreciation on addition is calculated on a pro rata basis from the month of addition of
the asset or put to use, and on disposal or sale upto the month of disposal of the asset.

b)

Investment in subsidiaries
Subsidiary is an entity (investee) which is controlled by another entity (the Parent or
the Investor). The control is based on whether,
a) The Investor has power over the investee
b) It is exposed to rights of variable returns and
c) It has the ability to use its power to affect the amount of the returns.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
Investment in subsidiaries (contd.)
The purchase method of accounting is used to account for the acquisition of
subsidiaries. The cost of an acquisition is measured as the fair value of the assets given
up, shares issued or liabilities undertaken at the date of acquisition plus costs directly
attributable to the acquisition. The excess of cost of acquisition over the fair value of
the net assets of the subsidiary acquired is recorded as goodwill.
Investment in subsidiaries is stated at cost less provision for impairment if any.
Income from investment in subsidiaries is accounted only to the extent of receipt of
distribution of accumulated net profits of subsidiary. Distributions received in excess
of such profits are considered as a recovery of investments and are recorded as a
reduction of the cost of investments.
c)

Intangible asset
Intangible asset represents goodwill for the excess of the purchase price over the fair
value of identifiable tangible and intangible assets and liabilities of the business
acquired.
Intangible assets with indefinite useful lives are stated at cost less impairment, if any
and are not amortized. The carrying amount is reviewed at each balance sheet date to
assess whether it is in excess of its recoverable amount, and where the carrying value
exceeds estimated recoverable amount, it is written down to its estimated recoverable
amount. Such impairment losses are reported in the statement of comprehensive
income.

d)

Financial instruments
Recognition and Initial measurement
The Company recognizes financial assets and financial liabilities when it becomes a
party to the contractual provisions of the instrument. All financial assets and liabilities
are measured at fair value on initial recognition. Transaction costs that are directly
attributable in relation to financial assets and financial liabilities, other than those
carried at fair value through profit or loss (FVTPL), are added to the fair value on initial
recognition.
Classification and subsequent measurement of financial assets
For the purpose of subsequent measurement, financial assets are classified as follows:
Financial assets at amortised cost (debt instruments)
Financial assets that are held within a business model whose objective is to hold the
asset in order to collect contractual cash flows that are solely payments of principal and
interest are subsequently measured at amortised cost less impairments, if any. Interest
income calculated using effective interest rate (EIR) method and impairment loss, if
any are recognised in the statement of profit and loss. Gains and losses are recognised
in profit or loss when the asset is derecognised, modified or impaired.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
Financial assets at amortised cost (debt instruments) (contd.)
The Company’s financial assets at amortised cost include accounts receivables, other
current financial assets and cash and cash equivalents. Due to the short term nature of
current receivables, their carrying amounts are considered to be the same as their fair
values.
Financial assets at fair value through other comprehensive income with recycling of
cumulative gains and losses (debt instruments)
Financial assets that are held within a business model whose objective is achieved by
both holding the asset in order to collect contractual cash flows that are solely payments
of principal and interest and by selling the financial assets, are subsequently measured
at fair value through other comprehensive income. Changes in fair value are recognized
in the other comprehensive income (OCI) and on derecognition, cumulative gain or loss
previously recognised in OCI is reclassified to the statement of profit and loss. Interest
income calculated using EIR method and impairment loss, if any are recognised in the
statement of profit and loss.
Financial assets at fair value through profit or loss
A financial asset which is not classified in any of the above categories are subsequently
measured at fair value through profit or loss. Changes in fair value and income on these
assets are recognised in the statement of profit and loss. Financial assets with cash flows
that are not solely payments of principal and interest are classified and measured at fair
value through profit or loss, irrespective of the business model.
Notwithstanding the criteria for debt instruments to be classified at amortised cost or at
fair value through OCI, as described above, debt instruments may be designated at fair
value through profit or loss on initial recognition if doing so eliminates, or significantly
reduces, an accounting mismatch.
Classification and subsequent measurement of financial liabilities
For the purpose of subsequent measurement, financial liabilities are classified as
follows:
¡ Amortised cost - Financial liabilities are classified as financial liabilities at
amortised cost by default. Interest expense calculated using EIR method is
recognised in the statement of profit and loss.
¡ Fair values through profit or loss (FVTPL) - Financial liabilities are classified as
FVTPL if it is held for trading, or is designated as such on initial recognition.
Changes in fair value and interest expense on these liabilities are recognised in the
statement of profit and loss.
The company’s financial liabilities include accounts and other payables and vehicle
loan. The carrying amounts of financial liabilities are considered as to be the same as
their fair values, due to their short term nature.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
Derecognition of financial assets and financial liabilities
Financial assets are de-recognised when, and only when,
¡ The contractual rights to receive cash flows expire or
¡ The Company has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay
to a third party under a ‘pass-through’ arrangement; and either
a) the Company has transferred substantially all the risks and rewards of the asset,
or
b) the Company has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the asset.
A financial liability is derecognised when the obligation under the liability is discharged
or cancelled or expires. When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as the derecognition
of the original liability and the recognition of a new liability. The difference in the
respective carrying amounts is recognised in the statement of profit or loss.
Offsetting of financial assets and liabilities
Financial assets and financial liabilities are offset and the net amount is reported in the
statement of financial position, if there is a currently enforceable legal right to offset
the recognized amounts and there is an intention to settle on a net basis, to realize the
assets and settle the liabilities simultaneously.
Impairment of financial assets
The Company recognises an allowance for expected credit losses for all debt
instruments not held at fair value through profit or loss. Expected credit losses are based
on the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that the Company expects to receive, discounted at an
approximation of the original effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or other credit enhancements that are
integral to the contractual terms.
Expected credit losses are recognised in two stages.
¡ For credit exposures for which there has not been a significant increase in credit
risk since initial recognition, expected credit losses are provided for credit losses
that result from default events that are possible within the next 12-months.
¡ For those credit exposures for which there has been a significant increase in credit
risk since initial recognition, a loss allowance is required for credit losses expected
over the remaining life of the exposure, irrespective of the timing of the default.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
Impairment of financial assets (Contd.)
For trade receivables and contract assets, the Company applies a simplified approach
in calculating expected credit losses. The Company does not track changes in credit
risk, but instead recognises a loss allowance based on lifetime expected credit losses at
each reporting date. The Company has established a provision matrix that is based on
its historical credit loss experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.
Contract balances
Contract assets
A contract asset is the right to consideration in exchange for goods or services
transferred to the customer. If the Company performs by transferring goods or services
to a customer before the customer pays consideration or before payment is due, a
contract asset is recognised for the earned consideration that is conditional.
Accounts receivables
A receivable represents the Company’s right to an amount of consideration that is
unconditional (i.e., only the passage of time is required before payment of the
consideration is due)
Contract liabilities
A contract liability is the obligation to transfer goods or services to a customer for which
the Company has received consideration (or an amount of consideration is due) from
the customer. If a customer pays consideration before the Company transfers goods or
services to the customer, a contract liability is recognised when the payment is made or
the payment is due (whichever is earlier). Contract liabilities are recognised as revenue
when the Company performs under the contract
e)

Unbilled revenue
Unbilled revenue is booked to match costs incurred during the period on the projects,
where milestone billings are not achieved.
When costs are incurred but invoices cannot be raised till the next billing cycle of that
project, proportionate income, based on percentage of completed milestone, is booked
as the revenue for the period and taken to the income statement with the corresponding
receivable being shown as unbilled revenue.

f)

Foreign currency transactions
Transactions in foreign currencies are converted into U.A.E. Dirhams at the rate of
exchange ruling on the date of the transaction. Assets and liabilities expressed in
foreign currencies are translated into U.A.E. Dirhams at the rate of exchange ruling at
the reporting date. Resulting gain or loss is taken to the Statement of Comprehensive
Income.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
g)

Impairment of non-financial assets
The company assesses at each reporting date whether there is an indication that a nonfinancial asset may be impaired. If any indication exists, or when annual impairment
testing for an asset is required, the company estimates the asset’s recoverable amount.
Where the carrying amount of an asset or cash generating units exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.
Impairment losses of continuing operations are recognized in the Statement of
Comprehensive Income in those expense categories consistent with the function of the
impaired asset.
A previously recognized impairment loss is reversed only if there has been a change in
the assumptions used to determine the asset’s recoverable amount since the last
impairment loss was recognized. Such reversal is recognized in the Statement of
Comprehensive Income.

h)

Taxes
Taxes for current period are recognized as a liability to the extent of the amounts
withheld by the customers as withholding taxes based on the applicable tax laws of
those countries.
Taxes not refundable back to the companies are charged to the statement of
comprehensive income.

i)

Provision
Provisions are recognized when the company has a legal or constructive obligation as
a result of a past event, it is probable that an outflow of resources will be required to
settle the obligation, and the amount can be reliably estimated.
Provisions are measured at the present value of the expenditures expected to be required
to settle the obligation at the end of the reporting period, using a rate that reflects current
market assessments of the time value of money and the risks specific to the obligation.
When some or all the economic benefits required to settle a provision are expected to
be recovered from a third party, a receivable is recognized as an asset if it is virtually
certain that reimbursement will be received and the amount of receivable can be
measured reliably.

j)

Staff end of service benefits
Provision is made for end-of-service gratuity payable to the staff, subject to the
completion of a minimum service period, at the reporting date in accordance with the
local labour laws.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
k)

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

l)

Short-term lease
The Company applies the short-term lease recognition exemption to its short-term
leases of office premise (i.e., those leases that have a lease term of 12 months or less
from the commencement date and do not contain a purchase option). Lease payments
on short-term leases are recognized as expense on a straight-line basis over the lease
term.

m)

Value Added Tax
The revenue, expenses and assets are recognised net of value-added tax (VAT). In case
Input VAT paid to the supplier of asset or expense is not recoverable from the Federal
Tax Authority, it is disclosed as part of asset acquired or expense incurred.
Receivables and payables are stated inclusive of the amount of VAT receivable or
payable. The net amount of VAT recoverable from or VAT payable to, FTA is disclosed
as other payable or other receivable under current liabilities or current assets in the
statement of financial position.

n)

Revenue recognition
The company is in business of providing software consultancy, customer service,
developer, solution provider, support service provider and other related activities.
Revenue is recognized upon transfer of control of the promised goods or services to
customers in an amount that reflects the consideration the Company expects to receive
in exchange for those goods or services. Performance obligations are satisfied and
revenue is recognized, either overtime or at a point in time.
Unbilled revenue on customer contracts, contract assets under IFRS 15, Revenue from
Contracts with Customers, relates to conditional rights to consideration for satisfied
performance obligations of contracts with customers. Trade receivables are recognized
when the right to consideration becomes unconditional. Deferred revenue, contract
liabilities under IFRS 15, relate to payments received in advance of performance under
contracts with customers. Contract liabilities are recognized as revenue as (or when)
the Company satisfies its performance obligations under the contracts.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
Services
The Company recognizes revenue from the services on a percentage of cost completion
method.
Performance obligations for services on a percentage of cost completion basis are
typically satisfied over time as services are rendered. In contracts where the Company
is not entitled to payment until the performance obligations are satisfied, revenue is
recognized at the time the services are delivered. At contract inception, the Company
expects that the period between when the Company transfers control of a promised
service to a customer and when the customer pays for that service will be one year or
less. As a practical expedient, the consideration is not adjusted for the effects of a
significant financing component.
Revenue is recognized based on the extent of progress towards completion of the
performance obligation, on a project‐by‐project basis. The method used to measure
progress depends on the nature of the services. Revenue is recognized on the basis of
time and cost incurred to date relative to the total budgeted inputs. The output method
on the basis of milestones is used when the contractual terms align the Company’s
performance with measurements of value to the customer. Revenue is recognized for
services performed to date based on contracted rates and/or milestones that correspond
to the amount the Company is entitled to invoice.
Estimates of Revenue, Cost or extent of progress toward completion are revised if
circumstance changes. Any resulting increases or decreases in estimated revenue and
costs are reflected in profit and loss in the period in which the circumstances that give
rise to the revision become known by management.
The amount of revenue is shown as net of discounts and other similar obligations as per
the performance obligations determined as per the provisions of the contracts with
customers.
Interest income
Interest income is presented as financial income where it is earned from financial asset
that are held for cash management purposes.
o)

Cash and cash equivalents
Cash and cash equivalents for the purpose of the cash flow statement comprise cash
and cheques on hand, bank balance in current accounts, deposits free of encumbrance
with a maturity date of three months or less from the date of deposit and highly liquid
investments with a maturity date of three months or less from the date of investment.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020

6.

Fixed assets

Furniture
and office
equipment

Vehicles a

Total

AED

AED

AED

Cost
On account of acquisition
Additions during the period
As at 31.01.2020

895,633
4,484
900,117

151,764
151,764

1,047,397
4,484
1,051,881

Depreciation
On account of acquisition
Charge for the period
As at 31.01.2020

813,001
3,219
816,220

65,240
2,219
67,459

878,241
5,438
883,679

83,897

84,305

168,202

Net book value
As at 31.01.2020
a

Includes a vehicle costing AED 106,491/- having net book value AED 84,305/- is under installment plan
(refer note 12).

31 March
2020
AED

7.

Intangible asset
Goodwill a
On acquisition of business of Evolutionary System Arabia
FZ LLC (refer note below)

159,966,394

The Company has entered into Business Transfer Agreement (“BTA”) with
Evolutionary Systems Arabia FZ LLC dated 8 th February 2020 to purchase entire
business under a slump sale arrangement.
The right of the company to assume rights and obligations from the Seller (the
Evolutionary Systems Arabia FZ LLC) as per BTA is effective from 1st February 2020
but the company has exercised rights effective 1st March 2020. Accordingly,
accounting treatment of the ‘BTA’ was executed on 1 March 2020 (opening hours)
between the Company and Evolutionary Systems Arabia FZ LLC. The transfer of
Business to the company was subject to the satisfaction of conditions precedent as
stipulated in the BTA.
Assets and liabilities of business (as listed below) covered by the BTA are transferred
as on 1 March 2020 (opening hours). The total consideration agreed as per BTA of
AED 237,811,888/- was paid through bank.
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MASTEK ARABIA FZ-LLC
Notes to the Financial Statements
for the period ended 31 March 2020
Intangible asset (contd.)
The statement showing computation of goodwill as on 31 March 2020 is as under:
AED
Total consideration paid by the company
Less:
Attributable to the acquisition of subsidiaries (as per BTA)
Less:
Recognised amounts of identifiable net assets
Total non-current assets
Total current assets
Total non-current liabilities
Total current liabilities
Identifiable net assets
Goodwill on acquisition of business of Evolutionary System
Arabia FZ LLC
a

237,811,888

A

(39,894,000)
197,917,888

B

169,156
53,488,792
(770,453)
(14,936,001)
37,951,494

A-B

159,966,394

For purpose of impairment testing, goodwill is tested for impairment at least annually or whenever there
is an indication that goodwill may be impaired. Considering the recent acquisition of business effective
1 March 2020 and looking at future plan for business, the management is of opinion that the recoverable
value (as assessed by the management) approximate to the carrying value of goodwill. Hence, no
impairment in required in the carrying value of goodwill. Hence there was no impairment in respect of
goodwill as on 31 March 2020.

31 March
2020
AED

8.

Investment in subsidiaries companies f (refer note 19)
Evolutionary Systems Bahrain S.P.C. a
Evolutionary Systems Saudi LLC b
Evosys Kuwait Designing & Development LLC c
Evolutionary Systems Consultancy LLC d
Evolutionary Systems Egypt LLC e

4,026,000
22,326,000
5,490,000
6,954,000
1,098,000
39,894,000

a

Represents amount paid for purchase of 100% interest (50 shares of value BD 50,000/-) in a subsidiary
company, Evolutionary Systems Bahrain S.P.C., a limited liability company registered in Kingdom of
Bahrain.

b

Represents amount paid for purchase of 50% interest (50 shares of value SAR 250,000/-) in a subsidiary
company, Evolutionary Systems Saudi LLC, a limited liability company registered in Kingdom of Saudi
Arabia.

c

Represents amount paid for purchase of 49% interest (49 shares of value of KD 9,800/-) in a subsidiary
company, Evolutionary Kuwait Designing & Development LLC, a limited liability company registered
in Kuwait.

d

Represents amount paid for purchase of 49% interest (49 shares of value of AED 73,500/-) in a
subsidiary company, Evolutionary Systems Consultancy LLC, a limited liability company registered in
Abu Dhabi, U.A.E.
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Investment in subsidiaries companies (notes contd.)
e

Represents amount paid for purchase of 100% interest (100 shares of value EGP 5,000/-) in a
subsidiary company, Evolutionary Systems Egypt LLC, a limited liability company registered in Egypt.

f

Considering the recent acquisition of subsidiaries effective 1 March 2020 and looking at the future plan
for business of subsidiaries, the management is of opinion that the fair values (as assessed by the
management) approximate to the carrying values of investment in subsidiaries. Hence, no impairment is
required in the carrying value of investment in subsidiaries as on 31 March 2020.

31 March
2020
AED

9.

Accounts and other receivables
Accounts receivables a (refer note 19)
Provision for doubtful debts
Contract assets : unbilled revenue b
Deposits
Advances to staff and other receivables (refer note 19)

a

b

34,352,497
(1,956,148)
32,396,349
4,637,615
57,732
324,906
37,416,602

Includes customers’ balances of AED 11,672,770/- and related parties’ balances of AED 3,429,476/are outstanding for more than 180 days and 365 days respectively. The management is hopeful of
recovering full amount from the above and against this provision of AED 1,956,148/- is adequate.
Hence no further provision for doubtful debts is required against these old balances.
Refer note 5e.

31 March
2020
AED

10.

Cash and bank balances
Cash in hand
Bank balances:
In current accounts
In margin accounts a
In time deposit accounts a
Book overdraft
a

11.

236,431
1,859,197
1,402,652
6,344,172
9,842,452
(2,131,312)
7,711,140

Under lien (refer notes 22).

Share capital
Authorized, issued and paid up share capital
10 shares of AED 1,000/-

10,000
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12.

Share application money
Represents amount received from the shareholder of the company. The said amount
will be converted to share capital as per board resolution dated 4th March 2020 on the
approval from Dubai Development Authority.
31 March
2020
AED

13.

Non-current liabilities
Vehicle loan (refer note 6)
Total amount outstanding
Short term portion (payable within next 12 months)
Long term portion (payable after next 12 months)
Staff end of service gratuity

14.

81,882
(23,397)
58,485
709,172
767,657

Accounts and other payables
Accounts payables (refer note 19)
Contract liabilities : deferred revenue
Payable to staffs
Payable for professional fees
Payable for consultancy expenses
Other payables
Payable for leave salary

1,641,920
1,197,707
396,829
2,673,162
648,317
563,468
52,724
7,174,127
01 Mar. 2020
to
31 Mar. 2020

AED

15.

Cost of revenue
Salary to staff
Consultancy expense
Allowances expense
Rent expenses
Professional fees expense
Manpower services taken a (refer note 19)
a

750,577
55,787
177,973
252,030
146,250
686,329
2,068,946

Represents manpower services taken for onshore or offshore support services during the period from a
related party, Evolutionary Systems Private Limited, India.
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01 Mar. 2020
to
31 Mar. 2020

AED

16.

Expenses
Salary and benefits
Office rent expense
Other administrative costs
Provision for doubtful debts
Depreciation

17.

Other income
Interest on fixed deposit

18.

2,325
2,325

Finance costs
Interest on vehicle loan
Bank guarantee charges

19.

70,444
11,616
369,679
24,462
5,438
481,639

439
29,626
30,065

Related party transactions
For the purpose of these financial statements, parties are considered to be related to the
company, if the company has the ability, directly or indirectly, to control the party or
exercise significant influence over the party in making party financial and operating
decisions, or vice versa, or where the company and the party are subject to common
control and includes where the company has significant influence but not control,
and generally does not have any controlling shareholding on the entity whose accounts
are presented. Related party may be individuals or other entities.
The related parties and its relationships are as undera) Shareholder
Mastek (UK) Ltd., U.K

b) Companies under common management and control
§
§
§
§
§
§

Evolutionary Systems Private Limited, India
Evolutionary Systems Corporation, U.S.A.
Evolutionary Systems Singapore Pte Ltd, Singapore
Evolutionary Systems Company Ltd., U.K.
Evolutionary Systems Pty. Ltd, Australia
Evolutionary Systems Qatar W.L.L., Qatar
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Related party transactions (contd.)
c) Subsidiaries
§
§
§
§
§

Evolutionary Systems Saudi LLC, KSA
Evolutionary Systems Bahrain S.P.C., Bahrain
Evosys Kuwait Designing & Development LLC., Kuwait
Evolutionary Systems Egypt LLC., Egypt
Evolutionary Systems Consultancy LLC, Abu Dhabi, U.A.E.

The nature of significant related party transactions and the amounts involved are as
under:

Shareholder
AED

Companies
under common
management
control
AED

-

686,329

Cost of revenue

01 Mar. 2020
to
31 Mar. 2020
AED

Subsidiaries
AED
-

686,329

As of the reporting date, balance with related parties, were as follows:

Shareholder
AED
Included in
Non-current assets:
Investment in subsidiaries
companies
Included in
current assets:
Accounts receivable a
Other receivables
Included in
current liabilities:
Accounts payables
a

20.

Companies
under
common
management
and control
AED

Subsidiaries
AED

01 Mar. 2020
to
31 Mar. 2020
AED

-

-

39,894,000

39,894,000

10,000

6,894,368
-

3,414,200
-

10,308,568
10,000

-

1,235,705

-

1,235,705

Includes AED 3,429,476/- (AED 516,789/- from companies under common control and AED 2,912,687/from subsidiaries) are outstanding for more than 1 years which are considered good and recoverable
by the management. As the management is hopeful of recovering the full amount no provision for doubtful
debts is made against this old amounts.

Financial instruments risks
The company has exposure to the following risks from use of its financial instruments:
a) Credit risk
b) Market risk
c) Liquidity risk
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a)

Credit risk
Financial assets, which potentially expose the company to concentrations of credit risk,
comprise principally of bank balances and accounts and other receivables.
The Company’s management has been closely monitoring the possible impact of
COVID-19 including the default risk of the industry and the country in which the
customer operates to ensure the adequacy of allowance for expected credit loss towards
accounts and other receivables.
Bank balances
The company’s bank balances in current accounts, margin and time deposits accounts
are placed with high credit quality financial institutions.
Accounts receivables
The significant concentration of credit risk from accounts receivables (other than
related parties) situated within U.A.E. amounted to AED 19,214,986/- due from a
customer.
There is no significant concentration of credit risk from accounts receivables (other
than related parties) situated outside U.A.E. and outside the industry in which the
company operates.

b)

Market risk
Market risk is the risk that the fair value of future cash flows of a financial instrument
will fluctuate because of changes in market prices, such as exchange rate risk, interest
rate risk or other price risk, which will affect the company’s income or the value of its
holding of financial instruments.
Interest rate risk
Interest on fixed deposits is at fixed rate of interest .
Exchange rate risk
There are no significant exchange rate risks as substantially all financial assets and
financial liabilities are denominated in U.A.E. Dirhams or US Dollars to which the
U.A.E. Dirhams is fixed.

c)

Liquidity risk
Liquidity risk is the risk that the company will not be able to meet financial obligations
as they fall due. The liquidity requirements are monitored on a regular basis by the
owners and the management who ensure that sufficient funds are made available to the
company to meet any future commitments.
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Liquidity risk (contd.)
The following are the contractual maturities of the companies’ financial liabilities as of
31 March 2020.

Non-derivative financial liabilities

Carrying
amounts
AED

Accounts payables
Contract liabilities : deferred revenue
Payable for professional fees
Payable for consultancy expenses
Other payables
Payable to staffs
Payable for leave salary
Staff end of service gratuity
Vehicle loan

1,641,920
1,197,707
2,673,162
648,317
563,468
396,829
52,724
709,172
81,882

Payable
within next
12 months
AED

1,641,920
1,197,707
2,673,162
648,317
563,468
396,829
52,724
23,397

Payable
after 12
months
AED

709,172
58,485

Global stress in the markets brought by the COVID-19 crisis is being felt globally
through lack of liquidity in foreign funding markets. In this environment, the Company
has already taken measures to manage its liquidity carefully until the crisis is over. The
company’s management has been closely monitoring the cash flows and forecasts on a
weekly basis to maintain a reasonably healthy balance sheet during this time and
beyond.

21.

Financial instruments: Fair values
The fair value of the companies’ financial assets comprising of accounts and other
receivables, cash and bank balances and financial liabilities comprising of vehicle loan,
accounts and other payables that approximate to their carrying values.
31 March
2020
AED

22.

Contingent liability
Letters of performance guarantee (refer note 10)

23.

3,607,858

Cash flow statements
The director is of opinion that cash flow statements would not furnish any material
additional information which is not disclosed in the financial statements.

24.

Comparative figures
This being, first period of company’s operations and the financial statements are
prepared for the management purpose for period 1 March 2020 to 31 March 2020, there
are no comparative figures.

