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Auditor’s Report

To: The Shareholders of Arabian Cement Company- An Egyptian Joint Stock Company

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Arabian Cement
Company and its subsidiaries which comprise of the consolidated balance sheet as of
December 31, 2015, and the consolidated statements of income, cash flows and changes in
equity for the year then ended, and a summary of significant accounting policies and other
explanatory notes.

Management Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with the Egyptian Accounting Standards and in the light
of prevailing Egyptian laws. This responsibility includes: designing, implementing and
maintaining internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based
on our audit. We conducted our audit in accordance with the Egyptian Auditing Standards
and in the light of prevailing Egyptian laws. Those standards require that we plan and
perform the audit to obtain reasonable assurance whether the consolidated financial
statements are free from material misstatement.

The consolidated financial statements for the year ended December 31, 2014, have been
audited by another auditor who issued his unqualified opinion on these financial statements
including one emphasis of matter paragraph dated March 8, 2015.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and
fair presentation of the consolidated financial statements 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 entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion on the consolidated financial statements.

Saleh, Barsoum & Abdel Aziz



Deloitte

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of Arabian Cement Company as of
December 31, 2015, the results of its consolidated operations and its consolidated cash flows
for the year then ended in accordance with the Egyptian Accounting Standards and the
applicable Egyptian laws and regulations relating to the preparation of these consolidated

financial statements.

Kamel Magdy Saieh FCA
E.E. SAA(RAA. 8510),
CMA reglstratlon No 69"

Saleh, Barsoum 8 Abdel Aziz
Nite City South Tower, 6th floor

2005A Cornish El Nil, Ramlet Boulag,

Cairo, 11221

Egypt

Tel : 420 (2) 24 619 909
Fax: +20 (2) 24 619 904
www. deloitte.com



Arabian Cement Company
An Egyptian Joint Stock Company

Consolidated Balance Sheet
As of December 31, 2015

Note December 31, 2015 December 31, 2014

No. EGP EGP
Non-current assets
Fixed assets (net) (5) 2546154219 2 676 733 351
Projects under construction 6) 124 756 807 99 410 072
Intangible assets (net) 7 109 142 259 139 936 479
Total non-current assets 2780053 285 2916 079 902
Current assets
Inventory (8) 198 339 836 201 761 865
Debtors and other debit balances (net) 9 66 249 751 56 679 974
Due from related parties (10) - 827715
Cash and bank balances (11) 379 206 624 159 366 746
Total current assets 643 796 211 418 636 300
Current liabilities
Provisions (12) 15868 923 8770 069
Bank overdraft (14) 1714317 =
Current income tax liabilities (22) 71766122 135 158 769
Creditors and other credit balances (13) 529 421 515 336 514 326
Current portion of long - term loans (14) 206 297 400 294 065 338
Current portion of long - term other liabilities (15) 86 430 000 77 934 000
Due to related parties (10) 51 765 814 3905131
Total current liabilities 963 264 091 856 347 633
(Deficit in) working capital (319 467 880) ( 437 711 333)
Total investment 2 460 585 405 2478 368 569
Financed by:
Shareholders' equity
Issued and paid-up capital (16) 757 479 400 757 479 400
Legal reserve 156 122 086 129 463 619
Retained earnings 181 155 133 36 037 640
Net profits for the year 277 224 384 374 717 936
Total shareholders' equity 1371 981 003 1297 698 595
Non-controlling interest (23) 13 702 9159
Total shareholders’ equity and non-controlling interest 1371994 705 1297 707 754
Non-current liabilities
Loans (14) 357 584 237 341739770
Other liabilities (15) 400 390 000 486 502 712
Deferred income tax liability (17) 330 616 463 352 418 333
Total non-current liabilities 1 088 590 700 1180 660 815
Total finance of working capital and non-current assets 2 460 585 405 2478 368 569

- The accompanying notes form an integral part of the consolidated financial statements and to be read therewith.

Chief Financial Officer

Allan Hestbech

-Audit report attached. (//A

Chief Executive Officer

]ose Maria Mig

rina

ir'\ 27\:/



Arabian Cement Company

An Egyptian Joint Stock Company

Consolidated Income Statement

For the Year Ended December 31, 2015

Net sales
Less:
Cost of sales
Gross operating profits
(Less) /Add
General and administration expenses
Provisions
Reversal of provisions
Other operating income
Credit interest
Impairment in debtors
Net operating profits
Less) / Add
Finance costs
Losses from foreign exchange differences
Capital gain / (Loss)
Net profits for the year before income tax
Income tax
Net profits for the year after income tax
Attributable to:
Owners of the parent

Non-confrolling interest
Net profits for the year after income tax

Earnings per share for the year

Note December 31, 2015 December 31, 2014
No. EGP EGP
(18) 2273 300 139 2 520 586 769
19 (1718 039 515) (1784 610 553)
555 260 624 735 976 216
(20) (81 018 505) (91 030 115)
(12) (12 660 442) (2584 364)
== 555 431
1 662 397 1223 200
2 957 672 826 015
9) (5 631 155) (147 782)
460 570 591 644 818 601
(21) (89 563 808) (94 560 609)
(44 003 603) (25 856 362)
150 000 (87 139)
327193 180 524 314 491
(22) (49 964 253) (149 591 732)
277 228 927 374 722 759
277 224 384 374 717 936
23) 4543 4823
277 228 927 374 722 759
(24) 0.72 0.98

- The accompanying notes form an integral part of the consolidated financial statements and to be read therey

Chief Financial Officer
Allan Hestbech

-

Chief Executive Officer
Jose Maria Magrina

\ee Matie



v

4

eULIZR BLIRA] 550 ( YPaqisay uefy
I9IQ 2ARMOAXY JBTYD) 12043 Q [erRURUL] JA1YD
YIlMaISL) Pl 3q 0} pUe SJUSWS)E)S [RIURUY Pajeprosuod auy) jo jred Te18ajur ue wnioy sajou Surduedwosse aylL-
SO0L 66 LLE T TOL €L £00 186 LZE T B8E DTT 44T 6L 55T I8L 980 ZZL 9ST 00% 64% 4SL SI0Z ‘I€ ¥aquadd(] Jo se dduefeg
LZ6 8TT LLT £S5 ¥ $8E $ZT LLT $8E $Te £4T = - = 1eak ay 10] sygord yaN
(946 176 20T) - (946 T¥6 20T) - (926 1%6 202) = - (82) PaANqQIIsIp spuspraiq
= == - = (£9% 859 92) £9% 859 92 == (82) aaJasax [eda] 0y 1ajsuex],
PSL LOL L6T T 65T 6 S65 869 L6T T = 9LS SSL 0T 619 £9% 621 00% 64b LSL S10Z ‘L Arenue( yo se aduepeg
BSL LOL 46T T 65L 6 S65 869 L6T T 9€6 LIL DLE 059 L£0 9€ 619 £9% 62 00% 6.¥ LSL $L0T ‘IE Jaquada(] jo se aourereg
654 TTL VLE €287 966 L4 $LE 9€6 LIL TLE - - - Teaf aup 10§ sygoxd JoN
(S64 89E £L9T) 5 (S6£ 89¢€ £9T) - (s6 89¢€ £91) - a (82) PaINqIISIp spuaprarq
- = - = (1z5 129 01) 146 1£9 01 = (82) aaTasal [eSa] 07 Jajsuel],
06L €5€ 060 T 9EL b PSP 69E 060 T - 900 840 $IT 860 Z64 STT 00% 6L4¥ LSL $10Z ‘I Axenuef jo se adueeg
DI DI 57 ao9 o7
™oL 5y Aymba TS SIUNIEs pautelsy  SATesSI (e85 Edes ON Tondmss
BUMONUGy STPOYEIETS  SyjI073gord 3N S16N
“WON TeoL

ST0C "T€ Tquaaa(] papuy Jeax o1 103




Arabian Cement Company
An Egvptian Joint Stock Company

Consolidated Statement of Cash Flows

For the Year Ended December 31, 2015

Note  December 31, 2015 December 31, 2014

No. EGP EGP
Cash flows from operating activities
Net profits for the year before tax 327 193180 524 314 491
Adjusted by:
Fixed assets' depreciation (5) 175412 201 169 433 043
Intangible assets' amortization 7) 30794 220 22 519 999
Credit Interest (2957 672) ( 826 015)
Finance costs (21) 89 563 808 94 560 609
Provisions (12) 12 660 442 2584 364
Reversal of provision = (555 431)
Impairment in debtors © 5631155 147 782
Provision used (12) (5 561 588) (369 693)
Losses from foreign exchange differences *** 41789 105 12738 963
Capital (gain) / Loss (190 000) 87 139
Operating profit before changes in working capital 674 334 851 824 635 251
Decrease / (increase) in inventory 3422029 (105 251 058)
(Increase) in debtors and other debit balances* (18 598 327) (4 432 401)
Decrease in due from related parties 827715 198 802
Increase in creditors and other credit balances 181 842 856 37 102 305
Increase in due to related parties **** 1860 683 1983 482
Income Tax paid* (131 525 949) (518 278)
Net cash flows generated from operating activities 712 163 858 753 718 103
Cash flows from investing actvities
Proceed from sale of assets 190 000 390 418
Payments for fixed assets™ (5) (17 479 672) (23 743 402)
Payments for projects under construction™* (6) (52 700 132) (125 378 267)
Change of investments in subsidiaries and joint venture = 31250
Interest income 2957 672 826 015
Net cash flows (used in) investing activities (67 032 132) (147 873 986)
Payments of operation and electricity license (77 616 712) (74 052 704)
Interest paid (78 499 474) (97 430 044)
Net change in the loans (113 712 577) (235 585 317)
Dividends paid **** (28) (157 177 402) (200 561 999)
Proceeds from bank overdraft 1714317 -
Net cash flows (used in) financing activities (425 291 848) (607 630 064)
Net change in cash and cash equivalents during the year 219 839 878 (1785 947)
Cash and cash equivalents at the beginning of the year 159 366 746 161 152 693
Cash and cash equivalents at the end of the year an 379 206 624 159 366 746

Non-cash transactions

* Non-cash transactions represented in the income tax paid and debtors and other debit balances of EGP 3 397 395 have been

eliminated.

** Non-cash transactions represented in the transferred from projects under construction to fixed assets of EGP 27 353 397

have been eliminated.

* Non-cash transactions represented in the net changes in the loans and the unrealized foreign exchange rate differences of

EGP 41 789 105 have been eliminated.

*#+ The unpaid dividends for the main shareholder of EGP 46 000 000 have been eliminated.

- The accompanying notes form an integral part of the consolidated financial statements and to be read therewith.

Chief Financial Officer
Allan Hestbech

Chief Executive Officer
Jose Maria Magrina
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Arabian Cement Company

An Egyptian Joint Stock Company

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2015

1. Incorporation and purpose

1.1 Incorporation
- The Arabian Cement Company, an Egyptian Joint Stock Company was established as

a joint stock company on March 5, 1997 under Law No. 230 of 1989 and Law No. 95 of
1992 according to the decision of the President of General Authority for Investment
and Free Zone (GAFI) Na. 167 of 1997,

- The company was registered at the Commercial Register under No. 13105 in Cairo
on April 3, 2005, which was changed to No. 53445 on August 16, 2011 as the company
changed its registered office from 72 Gameat El Dowal Street, Mohandiseen, Giza-
Egypt to be Villa 56 El Gihaz Street, Fifth Settlement, New Cairo, Egypt.

- The main shareholder of the company is Aridos Jativa — Spanish Company, and it
owns 60% of the company’s capital.

- The consolidated financial statements were approved by the Board of Directors and
authorized for issue on March 23, 2016.

- The consolidated financial statements as of December 31, 2015 include the following

companies:
Company Classification | Ownership and Ownership and
voting as of voting as of
December 31,2015 | December 31, 2014
ACC for Management & Trading Subsidiary 99% 99%
Andalus Concrete Subsidiary 99,99% 99.96%
Andalus Reliance for Mining Joint venture 50% 50%

It will be referred to the Arabian Cement Company, its subsidiaries and the joint venture
as (the Group).

1.2 Company’s term
The company’s term is 25 years starting from the date of its registration at the Commercial

Register.

1.3 Activities

The company’s objectives are the manufacturing and sale of clinker, cement and the other
related products and usage of mines and extraction of all mining materials required for
the production of construction materials and road transportation for all the company’s
product. The company may carry out other projects or amend its purpose according to the
Investment Incentives and Guarantees Law.

1.4 Registration in stock market

Registration of company shares in stock market
The shares of the company were registered at the Egyptian Stock Market through the

approval of the Registration Committee held on March 24, 2014. The company’s shares
were included in data base on 25 March 2014. The company’s shares registration data
were adjusted after stock splitting by the par value on April 17, 2014.

Arabian Cement Company 1/29
An Egyptian Joint Stock Company
Notes to the Consolidated Financial Statements

For the Year Ended December 31, 2015



Registering the company’s shares in central security

The company’s shares were registered according to central depository and registry system
in Misr for Central Clearing on January 19, 2014 and were adjusted as a result of stock
splitting share’s par value on April 17, 2014.

2. Significant accounting policies

2.1 Statement of compliance

The consolidated financial statements were prepared in accordance with the Egyptian
Accounting Standards (EASs) issued by the Minister of Investment Decree No. 243 of
2006, and in light of the prevailing Egyptian laws and regulations. The Egyptian
Accounting Standards require referral to the International Financial Reporting Standards
(IFRSs), when no Egyptian Accounting Standard or legal requirements exist to address
certain types of events and transactions.

2.2 Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis. In
the application of the Group’s accounting policies the management of the company is
required to make judgments, estimates and assumptions about the carrying amounts of
assets and liabilities 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 estimates and underlying assumptions are reviewed on an on-going basis. Revisions
to accounting estimates are recognized in the period in which the estimates 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.. Note No. (4) discloses the significant
accounting estimates used and professional judgment applied in the preparation of the
consolidated financial statements.

The principal accounting policies are set out below:

2.3 Basis of preparation of consolidation financial statements

The accompanied consolidated financial statements include the assets, liabilities and the
results of Arabian Cement Company (the parent company) and all subsidiaries that are
controlled by the parent company, hereunder referred to as the “Group”, under the

following consolidation basis:
— All intra-group transactions, balances, unrealized income and expenses are eliminated

in full on consolidation.

— The cost of acquisition has been eliminated in Arabian Cement Company against its
share in subsidiaries equity.
Minority interest, represent their share in the equity and results of the entities that are

controlled by the parent company and is classified as a separate line item in the
consolidated financial statements added to it their share in the results of operation of these

companies.

Arabian Cement Company 2/29
An Egyptian Joint Stock Company

Notes to the Consolidated Financial Statements
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2.4 Cost of acquisition

The cost of acquisition represents the total cost incurred by the parent company to acquire
the investments in its subsidiaries, and is classified as follows:

- The fair value of the assets and liabilities owned by the company at the acquisition date
to the extent of the parent company’s interest acquired on that date.

- If the acquisition cost exceeds the parent company’s share in the fair value of the assets
and labilities of the subsidiaries, the difference is treated as positive goodwill and
recorded as intangible assets in the long term assets and is decreased by any impairment
in its value on a regular basis.

- If the fair value of the assets and liabilities of the acquired subsidiaries in the acquisition
date exceeds the acquisition cost, the difference treated as negative good will and totally
recorded in the consolidated income statement as a bargain purchase gain.

2.5 Non - consolidation
Subsidiaries will not be consolidated in the consolidated financial statements when:

- The parent company intends to have a temporary conirol on the subsidiary and there is
an intention to dispose the subsidiary in the near future.

- The subsidiary company is operated under long-term strict constraints which materially
limited its ability from transferring any funds to the parent company.

2.6 Subsidiary companies
Arabjan Cement Company (ACC) an Egyptian Joint Stock Company (Parent Company)

owns subsidiary companies which have been consolidated in the consolidated financial
statements as of December 31, 2015 which are as follows:

Company % Nature of operation

Ownership

ACC for Management and Trading 99% Providing managerial restructuring services
for the companies, transportation for goods,
preparation of feasibility studies to projects,

projects management and general trading

Andalus Concrete 99.99% Constructing and operating factory for
manufacturing cement and concrete products
along with trading in concrete and other
constructions materials

Andalus Reliance for Mining 50% Quarrying for the extraction of raw materials

for clay, kaolin, gypsum, sand and general
supplies.

2.7 Joint venture

- Joint venture is contractually agreed sharing of control over an economic activity,
joint control exists only when operational, financial and strategic decisions related to
the activity require the unanimous consent of the parties sharing control.

- The application of proportionate consolidation means that the financial staternent of
the venture includes its share of assets, liabilities, income and expenses of the jointly
controlled entity.

- In case there are transactions within the Group, profits and losses are eliminated up
to the parent company’s share in the joint venture.

Arabian Cement Company’s joint venture investment is represented in the following:
Company’s Names Percentage of ownership and voting rights %
Andalus Reliance for Mining: 50%

Arabian Cement Company

An Egyptian Joint Stock Company

Notes to the Conselidated Financial Statements
For the Year Ended December 31, 2015
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2.8 Fareign currency exchange
Functional and presentation currency

Items included in the consolidated financial statements of the company are measured
using the currency of the primary economic environment in which the group operates
(‘the functional currency’). The consolidated financial statements are presented in
Egyptian pound, which is the group’s functional and presentation currency,

Transactions and balances

Foreign currency transactions are tfranslated into the functional currency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation of the
year-end exchange rates of monetary assets and monetary liabilities denominated in
foreign currencies are recognized in the income statement.

2.9 Fixed assets and their depreciation

Fixed assets are stated at historical cost less accumulated depreciation, historical cost
includes all costs associated with acquiring the asset and bringing it to a ready-for use
condition.

Depreciation is calculated on the straight-line method to write off the cost of each asset to
its residual value over the estimated useful lives of assets excluding land, which is not
depreciated.

Estimated useful lives of assets are as follows:

Asset description Estimated useful lives
Machinery and equipment 20 years

Other installations 20 years
Buildings 10 : 20 years
Vehicles 5:7 years
Computer and software 3:5 years
Furniture, fixtures and office equipment 16 years

The assets” residual values and useful lives are reviewed annually, and adjusted if
appropriate.

Where the carrying amount of an asset is greater than its estimated recoverable amount,
it is written down immediately to its recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying
amount of the asset and are included in the income statement.

Repairs and maintenance are charged to the income statement during the financial year
in which they are incurred. The cost of major overhauling is included in the carrying
amount of the asset when it is probable that future economic benefits in excess of the
originally assessed standard of performance of the existing asset will flow to the
company, and it is depreciated over its estimated useful life or the remaining useful life
of the related asset, whichever is less.

Cost of machinery and equipment included operating license cost, issued by Industrial
Development Authority, for each production line separately; it is depreciated according
to the estimated useful life for the line.

Arabian Cement Company 4/29
An Egyptian Joint Stock Company
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2.10 Projects under construction

Projects under construction are carried at cost, and are recognized as fixed assets when
they meet the conditions of recognition of fixed assets, and when the value of project
under construction exceeds the carrying amount, the cost of project under construction is
impaired to the excepted recoverable amount, and the difference is recognized in the
income statement.

2.11Intangible assets

A- Goodwill

Goodwill arising out of the acquisition of a subsidiary represents the excess of the cost of
acquisition over the group’s interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities of the subsidiary recognized at the date of acquisition.
Goodwill is initially recognized as an asset at cost and is subsequently measured at cost

less any accumulated impairment losses.

For the purpose of impairment testing, goodwill is allocated to each of the group’s cash-
generating units expected to benefit from the synergies of the combination. Cash-
generating units to which goodwill has been allocated are tested for impairment annually,
or more frequently when there is an indication that the unit may be impaired.

If the recoverable amount of the cash-generating unit is less than the carrying amount of
the unit, the impairment loss is allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets of the unit pro-rata on the basis
of the carrying amount of each asset in the unit. An impairment loss recognized for
goodwill is not reversed in a subsequent period.

On disposal of a subsidiary, the atiributable amount of goodwill is included in the
determination of the profit or loss on disposal.

B- Electricity supply agreement

The expenditure directly attributable to the Electricity Generation fees agreement, and
with a finite useful life is capitalized. Such expenditure is carried at cost less accumulated
amortization. Amortization is calculated using the straight-line method to allocate these

costs over 10 years.

2.12 Investment in joint ventures

Investment in joint ventures is the contractually agreed sharing of control over an
economic activity, and exists only when the strategic financial and operating decisions
relating to the activity require the unanimous consent of the parties sharing control. Joint
ventures are accounted for using the cost method whereby the investment is recognized at
cost less impairment. Impairment is determined on an individual basis for each type of
investment and is recognized in the income statement.

2.13 Impairment of non-financial assets

- Fixed assets and intangible assets are reviewed for impairment losses whenever
events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognized in the income statement when the
carrying amount of the asset exceeds its recoverable amount, which is the higher of
fair value less cost of disposal and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest level, for which there are separate
identifiable cash flows.

Arabian Cement Company 5/29
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- Reversal of impairment losses recognized in prior years is recorded when there is an
indication that the impairment losses recognized for the asset no longer exist or have
decreased, but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognized
for the asset (net after depreciation) in prior years. A reversal of an impairment loss is
recognized immediately in the income statement.

2.14Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined
using the moving average method. The cost of finished goods and work in progress
comprises raw materials, direct labour, other direct costs and related production
overheads (based on normal operating capacity) but excludes borrowing costs.

The net realizable value is the estimated selling price in the ordinary course of business,
less the costs of completion and selling expenses. The required provision is determined to
write down the value of the slow moving, obsolete and damaged inventory items,
according to the management’ s estimates.

The group evaluates inventory elements as follows

a. Raw materials: cost (moving average)

b. Spare parts: cost (moving average)

c. Finished goods: measured at the lower of manufacturing cost and net realizable value,
the manufacturing cost comprises raw materials, direct labour and cost includes an
appropriate share of overheads based on normal operation capacity.

2.15 Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalent comprise cash on hand
and demand deposits with original maturities of three months or less.

2.16 Capital

Ordinary shares are classified as equity.

2.17Borrowing

- Borrowings are recognized initially at the amount of the proceeds received, net of

transaction costs incurred. Loans are subsequently stated at amortized cost using the
effective yield method; any difference between proceeds (net of transaction costs) and
the redemption value is recognized in the income statement over period the
borrowings.

- Borrowings are classified as current liabilities unless the company has an
unconditional right to defer settlement of the liability for at least 12 months after the
balance sheet date.

2.18 Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs
from profit as reported in the income statement due to items of income or expense that are
taxable or deductible in other years, and items that are never taxable or deductible.

The company’s liability for current tax is calculated using tax rates that have been enacted
or substantively enacted as of the financial statements date.

Arabian Cement Company 6/29
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Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of
assets and liabilities in the balance sheet and the corresponding tax bases used in the
computation of taxable profit.

Deferred tax liabilities are generally recognized for all taxable temporary differences.
Deferred tax assets are generally recognized for all deductible temporary differences to
the extent that it is probable that taxable profits will be available against which those
deductible temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period
and reduced to the extent that it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
in the period in which the liability is settled or the asset realized, based on tax rates that
have been enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that
would follow from the manner in which the company expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set
off current tax assets against current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the company intends to settle its current tax
assets and liabilities on a net basis.

Current and deferred tax for the year

Current and deferred taxes are recognized as an expense or income in the income
statement, except when they relate to items that are recognized outside of profit or loss

(directly in equity).

2.19Trade payables

Trade payables are generally carried at the fair value of goods or services received from
others, whether invoiced or not.

2.20 Lease
a- Finance lease
- Leases are accounted for under Law 95 of 1995 if the lessee is not obliged to purchase
the asset at end of the lease period, the lease contract is recorded in the relevant register
with the Companies Authority, the contract gives the option to the lessee to buy the
asset at a specific date, and amount in addition to the period of the contract represent at
least 75% of the useful life of the asset, or if the present value of total lease payments
represents at least 90% of the asset value.
- For leases within the scope of Law 95 of 1995, lease costs including maintenance
expense of leased assets are recognized in the income statement in the period incurred.
- If the company elects to exercise the purchase option on the leased asset, the option cost
is capitalized as fixed assets and depreciated over their expected remaining useful lives
on a basis consistent with similar assets.

b- Operating lease

- Operating lease contracts represent any lease contract which lessor has ownership risks
and benefits.

- Payments made under operating leases (net of any incentives received from the lessor)
are charged to the income statement on a straight-line basis over the period of the lease.
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2.21Emplovee benefits

Profit sharing
The company pays 10% of the cash profits which are allocated for distribution, at

maximum of the employees’ basic salaries. Employees” profit sharing is recognized as a
dividend distribution through equity and as a liability when approved by the company’s
shareholders. No liability is recognized for profit sharing relating to undistributed profits.
Pension obligations

For defined contribution plans, the company pays contributions to the General Social
Insurance Authority under Law No. 79 of 1975 and its amendments - plans on a
mandatory basis. Once the contributions have been paid, the company has no further
payment obligations. The regular contributions constitute net periodic costs for the period
during which they are due and as such are included in staff costs.

2.22 Provisions

Provisions are recognized when the company has a present legal or constructive
obligation as a result of past events; it is probable that an outflow of resources will be
required to settle the obligation, and the amount has been reliably estimated. If the effect
of the time value of the money is material, provisions are measured at the present value of
the expenditures expected to be required to settle the obligation.

2.23 Revenue recognition

- Revenue comprises the fair value of the consideration received or receivable for the
sale of goods and services in the ordinary course of the company’s activities. Revenue
is shown net of sales tax, returns or rebates.

- The company recognizes revenue when significant risks and rewards of ownership of
the goods are transferred to the buyer, and when the amount of revenue can be
reliably measured, it is probable that future economic benefits will flow to the
company, and when specific criteria have been met for each of the company’s
activities as described below.

A. Sales of goods

- Sales of goods are recognized when the company has delivered products to the
wholesaler, the wholesaler has full discretion over the price to sell the products, and
there is no unfulfilled obligation that could affect the wholesaler’s acceptance of the
products, delivery does not occur until the products are delivered either from the
company’s warehouse or locations as specified in the agreements, and accordingly,
the risks and benefits are transferred to the wholesaler, and if the wholesaler has
accepted the products in accordance with the sales contract, the company has
objective evidence that all criteria for acceptance have been satisfied.

- No element of financing is deemed present as the payments of the majority of sales
are collected in advance.

B. Interest income

- Interest income from a financial asset is recognized when it is probable that the
economic benefits will flow to the company and the amount of income can be
measured reliably.

- Interest income is accrued on timely basis, by reference to the effective interest rate
applicable. When a financial asset is impaired, the company reduces the carrying
amount to its recoverable amount.

C. Dividends income

- Dividend income from investment is recognized when the shareholder’s right to

receive payment has been established.
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2.24 Borrowing cost

The borrowing cost is charged as expenses in the income statement for the period during
which the company has incurred this cost, with the exception of those costs directly
related to the acquisition, construction or production of qualifying assets, which are
capitalized on the cost of those assets.

2.25 Transactions with related parties

The transactions between the group and its related parties are made at the group’s usual
list prices in accordance with the terms as approved by the Board of Directors.

2.26 Cash flows statement
Consolidated cash flows statement is prepared in accordance with the indirect method.

2.27Dividends
Dividends are recognized in the company’s financial statements in the period during

which they are approved by the company’s shareholders.

2.28 Comparatives figures

Where necessary, comparative figures have been reclassified to conform to changes in
presentation in the current year.

2.29 Legal Reserve

In accordance with the Companies’ Law No.159 of 1981 and the Company’s Articles of
Incorporation, 10% of annual net profit is transferred to legal reserve. The company shall
cease such transfer when the legal reserve reaches 50% of the issued capital. The legal
reserve is not eligible for distribution to shareholders.

Ratios were as follow:

Company Ratio
Arabian Cement Company 10%
Andalus Concrete Company 10%
ACC for Management and Trading Company 5%
Andalus Reliance Mining Company 5%

3. Financial risk management
1.Financial risk factors
~ The group activities expose it to a variety of financial risks: market risk (including

currency risk, price risk and interest rate risk), credit risk and liquidity risk.

~ The group efforts are addressed to minimize potential adverse effects of such risks on
the group financial performance.

- The group does not use derivative instruments to hedge specific risks.

A.Market risk
Eoreign exchange risk

—The group is exposed to foreign exchange risk arising from various currency
exposures, primarily with respect to the US Dollar and Euro. Foreign exchange risk
arises from future commercial transactions and assets and labilities in foreign
currencies at the date of the financial staternents.
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— The below table shows the foreign currency positions:

Net value at Net value at
Description Assets Liabilities December 31 2015 December 31, 2014
EGP EGP EGP EGP
usp 4169091 (544 000223) (539 831 132) (437 595 664)
Euro 196 451 (19 120 271) (18 923 820) {22 907 453)

— The average exchange rate during the year was as follows:

December 31,2015  December 31, 2014

EGP/USD 7.70 7.13
EGP/Euro 8.61 9.42

Foreign Currency Exchange Losses
The Egyptian pound has declined against the US dollar and Euro during the second half

of 2015

The company is exposing to foreign currency risks arising from fluctuations in the rate
of the Egyptian pound against the various currencies, especially with respect to the US
dollar and Euro. For a 15% weakening of the Egyptian pound against the US dollars and
Euro, there would be negative impact on the income statement by EGP 84 468 074. This
analysis assumes that all other variables remain constant.

Price risk

The group has no investment in quoted equity securities. Therefore, the group is not
exposed to the fair value risk due to changes in prices.

Interest rate risk

Interest risk is represented in change on interest price on the group obligations
represented by loans and operating license, with variable interest rates, amounting to
EGP 964 545 637 as of December 31, 2015 against EGP 1 078 949 108 as of December 31,
2014.

B. Credit risk

The group has no significant concentrations of credit risk. The group has policies in
place to ensure that sales of products are made to customers with an appropriate credit
history. Financial institutions that the group deals with are only those enjoying high
credit quality.

C. Liquidity risk

Prudent liquidity risk management implies maintaining sufficient level of cash.

2. Capital risk management
- The group objectives when managing capital are to safeguard the group ability to

continue as a going concern in order to provide returns for shareholders and to
maintain an optimal capital structure to reduce the cost of capital.

- The group monitors capital based on the gearing ratio. This ratio is calculated as net
debt divided by total capital. Net debt is calculated as other liabilities, borrowings,
and bank overdraft less cash and cash equivalents. Total capital is calculated as
equity in addition to total debt.
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The gearing ratio is as follows:

December 31, 2015 December 31, 2014

EGP EGP

Loans (Note No. 14) 563 881 637 635 805 108
Other liabilities (Note No. 15) 486 820 000 564 436 712
Bank overdraft (Note No. 14) 1714317 -
Less: Cash and equivalent (Note No. 11) {379 206 624) (159 366 746)
Net Debt 673 209 330 1040 875 074
Equity 1371 994 705 1297 707 754
Capital 2 045 204 035 2 338 582 828
Net Debt / Capital 33% 45%
— The decrease in the gearing ratio is mainly due to the payments of the loans and
borrowings during the year

and also due to the increase in the cash balance.

3. Fair value estimation
The group’s management considers that the carrying amounts of financial assets and
financial liabilities recognized in the financial statements approximate their fair value.

Critical accounting estimates and judgments

Estimates and adjustments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances. The company makes estimates and assumptions
concerning the future. Actual results may differ from these estimates.

a- Fixed assets - useful life

The fixed assets owned by the group have long lives that extend to 20 years. To ensure
the use of reliable estimates, management has benchmarked the useful lives of its owned
assets with estimates made by other entities and with those estimates developed
internally by its technical resources. In line with the requirements of Egyptian
Accounting standards, management reviews the useful lives of fixed assets regularly, to
ensure consistency with its estimate, or otherwise, revise the remainder of useful lives as
appropriate.

b- Income tax

The group is subject to corporate income tax, and it estimates the income tax provision
by using the advice of an expert. In case there are differences between the final and
preliminary results, these differences will affect the income tax and deferred tax
provision in these years.

c- Intangible assets - useful life
The group capitalizes the expenditure that is directly attributable to the electricity

generation fees agreement. This expenditure has a finite useful life and is carried at cost
less accumulated amortization. Amortization is calculated using the straight-line
method to allocate these costs over 10 years.

d- Impairment of goodwill:

Management annually assesses the goodwill to determine the existence of impairment
in the carrying amount. If the carrying amount of the goodwill is higher than its
recoverable amount, the carrying amount will be reduced and the impairment losses
will be charged to the income statement and is not reversed subsequently.
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Fixed assets (net), continued

The group has assets related to finance lease based on contracts under Law No. 95 of
1995, which states that these assets should not be classified as fixed assets according to
the accounting policies No. (2-20).

Five years contracts December 31, 2015 December 31, 2014
EGP EGP

Total contracted lease payments 61912392 49 549 083

Bargain purchase value 1 1

Average useful life 5 years 5 years

Lease payments during the year 12426 839 9516 691

Liabilities of financing lease contracts

The labilities of financing lease contracts amounted to the following:
Not later Later than 1 year and | Later than

than 1 year not later than 2 years 2 years Total

EGP EGP EGP EGP
10 562 915 3 845 968 3702584 | 18111 467
6. Projects under construction
December 31 2015 December 31, 2014
EGP EGP
Balance as of the beginning of the year 99 410072 143 613 902
Additions 51 381 120 121 552 211
Advance to suppliers 1319012 3 826 056
Transferred to fixed assets (27 353 397) (169 582 097)
Balance as of the end of the year 124 756 807 99 410 072

- Projects under construction are represented in the following categories:

December 31, 2015 December 31, 2014

EGP EGP
Buildings 11462 495 12748 477
Machinery and equipment 108 636 763 81751998
Other installations 3338537 1083 541
Advances to suppliers 1319012 3 826 056
124 756 807 99 410 072

- Projects under construction include buildings, machinery, and equipment, which will be
used in the installation of the alternative energy generation lines, which are expected to
be finalized during the next year.
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7. Intangible assets (nef)

Electricity supply

Goodwill** Total
agreement® I —

EGP EGP EGP
Costs
Balance as of December 31, 2015 225200 000 8274 220 233 474 220
Amortization
Balance as of January 1, 2015 (93 537 741) -- (93 537 741)
Year amortization (22 520 000) -- (22 520 000)
Balance as of December 31, 2015 (116 057 741) - (116 057 741)
Impairment in Goodwill - {8 274 220) (8 274 220)
Net book value as of December 31, 2015 109 142 259 - 109 142 259
Net book value as of December 31, 2014 131 662 259 8274220 139 936 479

* Intangible assets represent the value of the contract concluded with the Ministry of
Electricity on March 11, 2010, where the Ministry of Electricity identifies the needs of
heavy industrial projects and arranges their needs, either through the establishment
of new stations or already established ones. The cost of investments will be paid by
the company according to what has been determined by the Ministry, which
amounted to EGP 217.2 million, where payment has been agreed to be paid as

follows:

— 15% advance payment equivalent to EGP 32.58 million.

— 120 monthly instalments due on the first of every month from April 2010
amounted by EGP 1.220 million per each installment.

~ 120 monthly instalments due on the first of every month from February 2011
amounted by EGP 1.342 million per each installment.

— In addition to EGP 8 million for the allocation of two cells of the traditional type,
to be paid in four quarterly instalments and the last instalment is due on February

1, 2011.

** On December 2012, the Arabian Cement Company acquired 99.96% from the shares of
Andalus for Concrete through purchase. Such transaction resulted in a goodwill
amounting to EGP 8 274 220, which represents the surplus of the acquisition cost
compared to the value of the net assets of the acquired company, and it was reduced

by the impairment value in its recoverable amount as of December 31, 2015.

8. Inventory
December 31, 2015 December 31, 2014
EGP EGP

Raw materials and fuels 118 690 391 119 331 413
Packing materials 16 014 996 26 249 417
Spare parts 31513130 27 224 041
WIP 1397 426 484 977
Finished goods 30 723 893 28 472 017
198 339 836 201 761 865
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9.

10.

Debtors and other debit balances (net)

Advance to suppliers
Deposits with others

Employees dividends in advance
Withholding tax

Trade debtors
Letter of credit

Imprest —employee’s loan
Other debit balances
Letter of guarantee cover
Total

Less:

Impairment in debtors

Related parties transactions

Due from related parties:

Cementos La Unidn Chile, S.A.
Cementos Santo Domingo Company

Due to related parties:

December 31, 2015 December 31, 2014
EGP EGP

26 245 060 23172087

23813241 18 532 389

8420566 4 902 600

4909 569 5024473

5500 032 4092 187

532 986 532 986

2265 488 514 009

307 697 22976

34049 34 049

72028 688 56 827 756

(5778 937) {147 782)

66 249 751 56 679 974

December 31, 2015 December 31, 2014
EGP EGP

- 420 637

- 407 078

- 827 715

December 31, 2015

December 31, 2014

An Egyptian Joint Stock Company
Notes to the Consolidated Financial Statements
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EGP EGP
Cementos La Union - Spain Company 1054 163 2156734
Andalus Reliance for Mining Company 2184 464 1653193
Aridos Jativa Company 46 534 200 95 204
Reliance Heavy Industrial 1992 987 -
51 765 814 3905131
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- The following represents the nature and value of main transactions between related

parties during the year:

Relation Transaction Volume of transactions
Company type nature December 31, 2015 | December 31, 2014
EGP EGP
Aridos Jativa C Main Services 1250 658 1397247
ridos jativa -ompany shareholder | Dividends payable 46 000 000 --
Andalus Reliance for Joint Purchase 32 087 263 26 023 661
Mining Company Ventures
Reliance Heavy Purchase 27 910 760 23 891 941
) Related party -
Industrial Service revenue 1225132 71289
tos Sant Subsidi f
Cem?n os Santo idiary o Sales 3 €56 557
Domingo Company the parent
ion — Subsidi {
Cementos La Union uosidiary o Purchase 1045 163 2171142
Spain Company the parent
Subsidi f
Hormiunion, S.L. v osicdiary o Purchase -- 767 685
the parent

- Aridos Jativa Company renders consulting services for Arabian Cement Company.

Andalus Reliance for Mining Company supplies the raw materials to Arabjan
Cement Company.

Reliance Heavy Industrial sells raw materials to Andalus Reliance for Mining
Company, and Andalus Reliance for Mining Company supervises Reliance Heavy
Industrial Company.

Arabian Cement Company sold silos to Cementos Santo Domingo.

Cementos La Union — Spain renders technical support services and supplying assets
for Arabian Cement Company.

Hormiunion, S.L. Company supplied new batch plant for Andalus Concrete and
Arabian Cement Company paid on its behalf, while Andalus Concrete paid this
amount to Arabian Cement Company during 2014.

Amounts paid for the Board of Directors members during the year
December 31, 2015 December 31, 2014

EGP EGP
Board of Directors allowance 17 066 608 16111 169
Board of Directors Salaries and wages 7 708 884 7173 556
24 775 492 23 284 725
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11. Cash and bank balances

Cash on hand

Current account — Jocal currency
Current account - foreign currency
Bank deposits

Average interest rates for bank
deposits - USD

Average interest rates for bank
deposits - EGP

Maturity period for bank deposits

Cash and cash equivalent include restricted cash as follows:

December 31, 2015

December 31, 2014

Cash at banks
Restricted cash at banks*
Total

EGP EGP
4119905 2469502
368 897 270 113 427939
4200981 21 669 800
1988 468 21799 505
379 206 624 159 366 746
December 31, 2015 December 31, 2014
0.45% 0.06%
5.71% 7%
214 Days 243 Days
December 31, 2015 December 31, 2014
EGP EGP
196 203 618 104 790 065
183 003 006 54 576 681
379 206 624 159 366 746

* The restricted cash represents the value of two instalments for both the first and the
second loans due during 2015 and the instalment due on the first of January 2016,
And also includes the accrued interest on these instalments after rescheduling the
due instalments related to the facilities granted to the company, In addition to a
margin of 20% of the total due instalments in anticipation of increase in the exchange
rate for the foreign currency, The bank has restricted a balance covering the foreign

currency instalment, until the foreign currency is available.

12. Provisions

Additions .
Balance at during the Used during Balance at
December 31, 2014 gurng the the year December 31, 2015
year
Provisions 8 770 069 12 660 442 (5561 588) 15 868 923
8 770 069 12 660 442 {5 561 588) 15 868 923

— The provisions related to expected claims from some parties relates to the activities of
the group. The group’s management reviews these provisions periodically and
adjusts the amount allocated in accordance with the latest developments, discussions
and agreements with these parties.
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13. Creditors and other credit balances

December 31, 2015

December 31, 2014

EGP EGP
Trade payable 289 654 854 137 629 081
Advance payment from customers 173 377 453 118 634 063
Accrued development fees 15 106 346 35771 621
Accrued customers rebates 862426 177 630
Taxes 7839172 15022 216
Accrued interest 27174026 15853 110
Retention 4 602524 6224 626
Accrued expenses 10804 714 7201 979
529 421 515 336 514 326

14, Loans

December 31, 2015 December 31, 2014

EGP EGP
Current portion from loans 206 297 400 294 065 338
Non- current portion from loans 357 584 237 341739 770
563 881 637 635 805 108

These loans are represented in the following:
December 31, 2015

December 31, 2014

EGP EGP
First loan 245 864 189 227 188125
Second loan 253 237 593 335159 098
Third loan -- 22578914
Fourth loan 64 779 855 50 878 971
563 881 637 635 805 108
First loan

- On September 2006, the company obtained a loan from the National Bank of Egypt
amounting to USD 103.9 million. On January 31, 2008, the bank approved to increase
the loan to be USD 149 million to cover the increase in the investment cost, in addition
to finance 15% of the operating license cost.

- The loan duration is 10 years including two years of grace period at an interest rate of
1.6% plus Libor during the first five years of the loan and an interest rate of 1.7% plus
Libor during the following five years.

-On May 27, 2015, the National Bank of Egypt agreed to restructure the due
installments, to be paid over 16 equal quarterly installments, in addition to the interest
which will be added every three months, and paid with the installments. The applied
interest rate will be amended to become with a marginal profits of 4%, above the Libor
rate for six months.

- On October 13, 2015, the National Bank of Egypt agreed to postpone the payment of
the two installments due on the first of July 2015 and the first of October 2015, with a
total value of USD 4 million, to be paid on the first of January 2016 and the first of
April 2016, as well as the due interest.
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Second loan

- On January 31, 2008, the company obtained a loan from National Bank of Egypt
amounted to USD 142 million to finance the second production and 25% of the
second line’s operating license cost. The loan included a portion by Egyptian Pounds
equivalent to USD 57 million.

- The loan duration is 10 years including two years of grace period at an interest rate of
1.5% plus Libor for the USD portion of the loan, and 11% for the Egyptian Pounds
portion.

- On May 27, 2015, the National Bank of Egypt agreed to restructure the due
installments for the USD portion only, to be paid over 16 equal quarterly installments,
in addition to the interest which will be added every three months, and paid with the
installments. The applied interest rate will be amended to be at a marginal profit of
4%, above the Libor rate for six months.

- OnJuly 29, 2015, the Egyptian pound portion loan balance was fully paid.

- On October 13, 2015, the National Bank of Egypt agreed to postpone the payment of
the two installments due on the first of July 2015 and the first of October 2015, with a
total value of USD 4 million, to be paid on the first of January 2016 and the first of
April 2016, as well as the due interest.

Third loan

- On February 22, 2010, the company obtained a loan from the National Bank of Egypt
amounting to EGP 265 million to finance around 70% of the investment cost of the
clinker mill.

- The loan duration is five years including a grace period of 18 months at an interest
rate of 2% plus the corridor rate.

- OnFebruary 19, 2015, the full loan balance was paid.

Fourth loan

- On June 20, 2013, the company obtained a loan from the National bank of Egypt
amounted to EGP 70 million to finance 70% of the total investment cost which
amounted to EGF 100 million, which is needed for new project held by the company
for the purpose of using the solid and agricultural wastes as an alternative fuel for the
natural gas in the process of manufacturing. The financing shall be used in the
payment of the suppliers and contractors accruals.

- The loan duration is 6 years starting from the first withdrawal, at the rate by 2% plus
corridor at a minimum rate of 12%, in addition to a monthly commission.

- The company shall enjoy a grant amounting to 20% of the value of the financing
amount from the bank, provided that the following conditions are met:

* The utilization of the finance in its intended purpose.

¢+ Commitment to the financing conditions including the payments terms.

¢ Issuing the required certificate from the Envirorunental Affairs Department, which
indicates the pollution reduction according to the prepared study.

Arabian Cement Company 19/29
An Egyptian Joint Stock Company

Notes to the Consolidated Financial Statements

For the Year Ended December 31, 2015



Bank overdraft

- On May 27, 2015, it has been also approved to increase the current overdraft limit of
the company from EGP 50 million to become EGP 120 million, at the same originally
specified terms and conditions at an interest rate of 2% above the corridor borrowing
rate. The debt was fully paid on September 30, 2015.

- On March 23, 2015, a credit facility contract was signed between National Bank of
Egypt and Andalus Concrete Company (a subsidiary), to approve the granting of a
credit facility of EGP 10 million for a period of one year, and may be renewed for the
similar period or periods by mutual consent at an interest rate of 2 % plus corridor
borrowing rate. The utilized balance of the overdraft amounted to EGP 1 714 317 on
December 31, 2015.

The loans guarantees

- There is a first degree real estate mortgage with excellence in favor of the National
Bank of Egypt as a guarantee for all loans and facilities granted by the bank. The
mortgage is on the company’s land and all current and future buildings and
constructions, and not sell, mortgage, waive, lease, or provide power of attorney to
sell or mortgage unless there is a prior written consent from the bank

- There is a first degree commercial mortgage with excellence in favor of the National
Bank of Egypt on the company’s plant tangible and intangible assets.

- The company is committed not to allow exit of the major shareholders in the project
(especially the Spanish Company) until the payment of the loans granted to the bank
by the company, while allowing Egyptian side to increase the share capital through
the purchase of the Spanish party however the Spanish party share should not be
less, at any time, than 51% of company's capital, also the company should not
perform any changes to the nature of its activities or its legal form or structure of
ownership until obtaining the prior written consent from the bank.

- The company is committed to issue insurance policies against the dangers of fire,
physical damage, business interruptions and machinery failures on all assets owned
by the company subjected to this loan contract within 110 % of the full loan’s amount,
and concede these policies to the bank as first and sole beneficiary.

15. Long term liabilities

Current portion
December 31, 2015 December 31, 2014
Operating license* 67 968 000 59 472 000
Electricity contract** 18 462 000 18 462 000
Total 86 430 000 77 934 000
Long-term Portion
Operating license* 332 696 000 383 672 000
Electricity contract** 67 694 000 86 156 000
Notes payable*** - 16 674 712
400 390 000 486 502 712
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* Operating license

— As per the country’s policies to obtain a license for the cement factory, the General
Industrial Development Association approved the issuing of a license to the company
on May 21, 2008 in the amount to EGP 281.4 million for the 1st production line with
related liability on the company to pay 15% as an advance payment and the residual
amount will be paid over 5 equal annual installments after 1 year from starting
production with a maximum of 18 months according to interest rate determined by
Central Bank of Egypt - CBE.

~ The above mentioned value will be also applied for the second line and a 25% will be
paid as an advance payment and residual amount will be settled over a period of 3
years according to the interest rate determined by Central Bank of Egypt - CBE.,

~On January 22, 2015, the Industrial Development Authority accepted to receive
EGP 8 million on a monthly basis until the legal dispute with the company is
resolved, which is currently at the court.

— As of December 31, 2015, the overdue and not paid installments amounted to
EGP 32 million including the interest, presented as current liabilities.

** Electricity contract
— Arabian Cement Company operating license stipulates that the company should
provide its own power generation facility. The Ministry of Electricity suggested that
instead of building a separate plant, a fee of EGP 217.2 million should be paid to the
Ministry to allow new cement plant to be connected to the national station.

— 15% down payment amounting to EGP 32.580 million was paid by the company and
the remaining 85% will be paid as follows:

e 120 monthly installments amounting to EGP 1.220 million per installment
including interest and the first installment started in April 2010.

e 120 monthly installments amounting to EGP 1.342 million per installment
including interest and the first installment started in February 2011.

* In addition to EGP 8 million, representing the amount of two ordinary cells, which
will be paid over four quarterly, and the last installment was due on
February 1, 2011.

*** Notes payable
— The long-term notes payable represent the value of the installment due after more

than one year. These amounts are due to the suppliers who are working on the
construction of the alternative fuel, which will be used in cement production
operation.

— The installments will be paid over equal semi-annual installments, and the last
installment will be due in December 2016. An interest rate of 7% is calculated for the
alternative fuel generation line and 9.5% for the coal project.

— The amount of EGP 23 157 168, representing the value of the installments payable
during 2016, in addition to the installment due in December 2015, was stated in
current liabilities under the item of trade payables.
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16. Capital

December 31, 2015 December 31, 2014
Authorized capital 757 479 400 757 479 400
Issued and paid up capital 757 479 400 757 479 400
Number of shares 378739 700 378 739 700
Par value per share 2 2
Issued and paid-up capital 757 479 400 757 479 400

~ On January 23, 2014, the company's management held an Extraordinary General
Assembly Meeting in which a decision was approved for the stock split through
modifying the par value of the company's share as a prelude for the listing of the
company in the Egyptian Stock Exchange Market. The Extraordinary General
Assembly approved the modification of the par value of the share to be 2 EGP instead
of EGP 100.

— In addition to the mentioned above, the Extraordinary General Assembly Meeting
approved updating Article No. (6) of the Articles of Association which states that the
capital of the company amounted to EGP 757 479 400 distributed among 7 574 794
shares with a par value amounting to EGP 100 each, to be distributed among
378 739 700 shares with a par value amounting to EGP 2 each.

— On September 1, 2015, the Ordinary General Assembly agreed on selling all or part of
the shares owned by shareholders whose shares are pledged according to the listing
rules, provided that the sale is realized according to the seventh item of Article (7) of
the rules of entry and the write-off of securities in the Egyptian Stock Exchange
issued by the Decree of the Board of Directors of the Egyptian Financial Supervisory
Authority No. 170 of 2014 dated December 21, 2014, to amend the Authority's Board
of Directors Decree No. (11) of 2014, after the approval of the Egyptian Financial
Supervisory Authority and provided that the buyer is a bank, or an insurance
company or a direct investment fund or one of the specialized entities in investment
or a juridical person who has previous experience in the field of the company’s
activity, and provided that the buyer undertakes to abide by the condition of
retaining the pledged shares until the end of the prescribed period. The Ordinary
General Assembly was approved by General Authority for Investment and Free
Zones (GAFI) on September 10, 2015.

17. Deferred income tax generating an asset or a liability
Deferred income tax represents tax expenses on the temporary differences arising
between the tax base of assets and liabilities and their carrying amounts in the
consolidated financial statements

December 31, 2015 December 31,2014

EGP EGP
Fixed assets and intangible assets 330 616 463 352 418 333
Total 330 616 463 352 418 333
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The movement of the deferred tax liability is as follows:

December 31, 2015 December 31, 2014
EGP EGP
Balance at the beginning of the year 352 418 333 337 985 370
Deferred tax charged to the income
statement (Note No.22) (21801 870) 14432 963
Balance at the end of the year 330 616 463 352 418 333

— With reference to Note No. (29), related to the modification of the tax rate, if the new
tax rate was applied at the rate of 22.5% instead of 25%, then the deferred tax balance
at the beginning of the year would become EGP 317 176 500 instead of

EGP 352 418 333.
18. Net sales

December 31, 2015

December 31, 2014

EGP EGP
Local sales 2748 659 747 2 809 558 372
Export sales 13 462 034 4045 800
Services 63 701 339 42 460 919
Total sales 2 825823120 2 856 065 091
Less
Sales discount and returns (552 522 981) (335 478 322)

2273 300 139 2 520 586 769

19. Cost of sales
December 31, 2015 December 31, 2014

EGP EGP
Raw material 1429 408 240 1606 615 844
Manufacturing depreciation 175 410 975 169 431 156
Electn.mty‘ supply agreement 22 520 000 22 519 999
amortization
Overhead cost 85704 714 90913 832
Change in inventory 4 995 586 (104 870 278)
Total 1718 039515 1784 610 553

20. General and administrative expenses

December 31, 2015

December 31, 2014

EGP EGP

Professional fees 11 037 657 28477 178
Salaries and wages 35 510 673 33 283 948
Security and cleaning services 4696770 5056 495
Rentals 4205372 3 336 422
Transportation 2401 9% 3 699 316
Advertising and public relations 4 876 042 10 197 105
Real estate tax 1000 674 -
Other expenses 17 289 323 6 979 651

81 018 505 91 030 115
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21. Finance costs

Loan interest expense

Operation licence interest expense
Electricity agreement interest expense
Bank overdraft interest expense

Long-term notes payable interest
expense

22, Imcome tax

Deferred income tax
(Note No. 17)
Current income tax

Effective tax rate

Net profit before income tax

Tax using current tax rates 22.5%
(30% regarding 2014)

Add:

Effect of accounting depreciation and
amortization

Effect of expenses non-deductible for tax
purpose

Effect of Provisions

Effect of Capital loss

Less:

Effect of taxable deprecation

Effect of used provision

Effect of capital gain

Effect of investment income

Effect of provision no longer required
Income tax according to effective tax
rate

December 31, 2015 December 31, 2014
EGP EGP
25947 612 36113 430
45 024 000 45 024 000
12 282 000 12 282 000
2 349 542 -
3 960 654 1141179
89 563 808 94 560 609
December 31, 2015 December 31, 2014
EGP EGP
(21 801 869) 14 432 963
71766122 135 158 769
49 964 253 149 591 732
327 193 180 524 314 491
73 618 466 157 147 200
44217 146 57 585 912
2946 761 1973 662
4041 935 819 644
- 26 142
(51 929 790) (82227 162)
(1062 208) -
(42 750) -
(23 438) -
- (166 629)
71766 122 135 158 769

* The company calculated the income tax for the year ended December 31, 2015,
according to the provisions of Law No. 96 of 2015, to amend some provisions of the
income tax, issued by Law No. 91 of 2005, and the Decree No. 44 of 2014 at the rate of

22,5% annually (refer to Note No. 29).
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23. Non- Confrolling interest
Non - controlling interest amounted to EGP 13 702 as of December 31, 2015 which

represents the percentage of 0.04% from Andalus Concrete Company and 1% from ACC
for Management Company.

Non - Conirolling

. . ) Retained
Capital interest for acquired .
subsidiaries faiung December 31,2015 December 31, 2014
EGP EGP EGP EGP EGP
Balance at January 1, 2500 (1672) 8331 9159 4 336
Net profits for the year -~ ‘ - 4543 4543 4 823
Ending balance 2500 (1672) 12 874 13 702 9159

~ On September 2, 2015, the Extraordinary General Assembly of Andalus Concrete
Company decided to increase its capital in the amount of EGP 11 800 000 (only eleven
million, and eight hundred thousand Egyptian pounds), and this increase allocated to
Arabfan Cement Company, and therefore its capital share became 99.99%.The
increase was registered at the Commercial Register on December 22, 2015.

24, Earnings per share for the year
December 31, 2015 December 31, 2014

EGP EGP
Net profits For the year 277 224 384 374717 936
Employees share in the dividends* (4170 617) (4 902 600)
Distributable net profit For the year 273 053 767 369 815 336
Weighted average number of shares during the year 378 739 700 378 739 700
Earnings per share for the year 6.72 0.98

* Employees’ share in the dividends of the six months ended December 31, 2015 was
estimated based on dividends paid to the employee in advance during 2015.

25. Contingent liabilities
On December 31, 2015, the company had contingent liabilities in respect to the banks

and other guarantees arising from the company’s ordinary course of business, and it is
not anticipated that material liabilities will arise concerning this issue. The uncovered
portion of letter of credit amounted to EGP 1 376 741.

26. Tax position
— Due to the nature of the tax assessment process in Egypt, the final outcome of the

assessment by the Tax Authority might not be realistically estimated. Therefore,
additional liabilities are contingent upon the tax inspection and assessment of the Tax
Authority.
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— Below is a summary for the tax position of the group:

o The Arabian Cement Company
Corporate income fax

- The company was enjoying a tax exemption for a period of 5 years starting from the
fiscal year following the start-up of the production of the Company's operation. This
period was determined by the General Authority for Free Zones and Investments to
start from April 22, 2008, consequently, the company was exempted from corporate
tax for the period from January 1, 2009 till December 31, 2013.

- The company prepares tax returns according to income tax laws and regulations, and
submits them in their due dates.

Sales tax
- The sales tax was inspected and settled until December 2014.
- The company submits tax returns on a regular basis.

Stamp tax
The company’s books were inspected and taxes were assessed and settled until 2011.

Payroll tax
Payroll tax was inspected and taxes were settled until 2010.
Development fees
~The company pays the due development fees for the cement produced from local
clinker only. However, the company did not pay the development fees for the cement
produced from imported clinker.
~ The company has received claims for the payment of development fees differences,
represented as follows:
a) The amount of EGP 18 016 093, as delay penalty for the period from April 1, 2010
until July 31, 2012, dated October 1, 2013.
b) The amount of EGP 6 949 242 for the years 2011 and 2012, dated May 15, 2014.
¢) The amount of EGP 16 844 370 for the year 2014, dated February 14, 2016, and this
claim was appealed on March 15, 2016, and a meeting was scheduled on April 10,
2016, to discuss this issue at the Internal Committee.
= On February 14, the Appeal Committee issued its decision concerning items (a / b ) to
account the company for the state's development fees imposed on the production of
cement, whether clay or clinker, as well as the re-calculation of the delay penalty in
accordance with the payments provided by the company.
~ The company’s management did not form provisions on this matter according to its
estimate, based on the opinion of the company’s legal and tax consultant, of the final
court ruling results.
Additional sales tax
The company did not pay the additional sales tax on fixed assets amounting to
EGP 11 487 312, and currently there is a dispute with the Minister of Finance. The
case was referred to the administrative court, and was booked and is pending the
Commissioners Report, and no decision was issued yet. The company’s management
did not form any provision with regard to this issue, according to its estimate of the
court ruling results.
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» Subsidiary companies:
a)Andalus Concrete

Corporate tax

The company prepares its tax return according to income tax laws and regulations
and submits them in their due date, and no inspection was performed yet.

Sales tax

The company submitted and settled tax returns on a timely basis and no inspection
was performed yet.

Stamp tax

No inspection was performed yet.

Payroll tax
The company is paying the payroll taxes on a timely basis and no inspection was

performed yet.
b) ACC for Management and Trading

Corporate income tax
The company prepares its tax refurn according to income tax laws and regulations

and submits them in their due dates, and no inspection was performed yet.

Sales tax
The company submitted and settled tax returns on a timely basis and no inspection

was performed yet.
Stamp tax

No inspection was performed yet.

Payroll tax
The company is paying the payroll taxes on a timely basis and no inspection was

performed yet.

¢} Andalys Reliance for Mining
Corporate income tax

The company prepares its tax return according to income tax laws and regulations
and submits them in their due dates, and no inspection was performed yet.

Sales fax
The company submitted and settled tax returns on a timely basis and no inspection

was performed yet.

Stamp tax
No inspection was performed yet.

Payroll tax
The company is paying the payroll taxes on a timely basis and no inspection was
performed yet.

27. Capital commitment

The capital commitment as of December 31, 2015, related to fixed assets acquisition,
amounted to EGP 4 229 664.
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28. Dividends distribution:
On March 25, 2015, the company’s General Assembly Meeting approved the profits
distribution on the shareholders according to the distributable profits for the financial

year ended December 31, 2014 as follows:

Amount

Description EGP

Net profit for the year ended December 31, 2014 373 130 564
Retained earnings from 2013 213 095 391
Dividends to shareholders during 2014 (164 027 396)
Dividends to employee during 2014 (3341 399)
Legal reserve* (37 326 070)
Available profit for distribution 381531 090
Distributed as the following:

Shareholders’ share on the dividends (200732 041)
Employees’ share on the dividends (2209 935)
Carried forward retained earning 178 589 114

* During year 2014, the company allocated 10% of the net profits for the period from
January 1, 2014 until June 30, 2014 in the amount of EGP 10 667 603, as part of the legal
reserve for the year 2014.

29. Amendments on the new tax law

= On April 6, 2015, the Minister of Finance issued Decree No. 172 of 2015, whereby
Atrticle No. 70 of the executive regulation of the Income Tax Law was cancelled.

— On August 20, 2015, the Law No. 96 of 2015 was issued to amend certain provisions
of the Income Tax Law issued by Law No. 91 of 2005, and Decree No. 44 of 2014. The
Law was published in the same date of issuance, to be effective the day following its
publication date.

- The most important amendments to this law are as follows:

1. Ensuring that the other bracket of the income tax (the additional tax) at the rate of
5% is only one year for taxable profits exceeding EGP 1 million, which represents
year 2014.

2. The tax rate will be 22.5% instead of 25% of the annual taxable profits.

30. Egyptian Accounting Standards amendments
The Minister of Investment’s Decree No. (110) of 2015, was issued on July 9, 2015. It has

been decided to replace and supersede the former Egyptian Accounting Standards for
the preparation and presentation of financial statements. The application of the former
Egyptian Accounting Standards issued by Ministerial Decree No. 243 of 2006 was
cancelled, effective as of the date of applying this Decree. This Decree was published in
the Official Gazette, and shall be effective as of January 1, 2016, and will be applied on
the entities whose fiscal year starts on that date or on a subsequent date.
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31. Comparative figures

Some comparative figures of the previous year for some items of the consolidated
financial statements were reclassified to conform to the current year’s presentation of

the consolidated financial statements.

32. Proposed profit distribution for Arabian Cement Company for the year ended as of

December 31, 2015 .

EGP 31/12/2015 31/12/2014
Net profits for the year 289 443 293 373 130 564
Retained earnings at beginning of the year 178 626 876 213 095 391
Profit attributable to shareholders during 2014 -- (164 027 396)
Profif attributable to employees during 2014 -~ (3 341 399)
Distributable net profits 468 070 169 418 857 160

Distributed as the follows:

Legal reserve

(28 944 329)

(37 313 056)

Profit attributable to shareholders (200 732 041) {200 732 041)
Profit attributable to employees (4170 617) (2 185 187)
Retained earnings at end of the year 234 223 182 178 626 876
Chief Financial Officer Chief Executive Officer
Allan Hestbech Jose Maria Magrina
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