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Auditor’s Report

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

Report on the Separate Financial Statements

We have audited the accompanying separate financial statements of Arabian Cement Company an
Egyptian Joint Stock Company, which comprise séparate statement. of financial position as of
December 31, 2019, and separate statements of profit or loss, comprehensive income, cash flows
and changes in equity for the year then ended, and a summary of significant accounting policies

and other explanatory notes,

The separate financial statements are the responsibility of the company’s management.
Management Is responsible for the preparation and fair presentation of these separate. financial
statements in accordance with the Egyptian Accounting Standards and the prevailing Egyptian
laws. This responsibility Includes: designihg, implémenting and maintaining internal control
relevant to the preparation and fair presentation of the separaté finaricial statements that are free
from material misstatement; whether due to fraud or error; management responsibility alse
includes. selecting and applying appropriate accounting policles; and making accounting estimates
that are reasonable in the clrcumistances.

Auditor’'s Responsibility

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

An audit Involves performing procedures to obtain audit evidence about the amounts and
disclosures In the separate financial statements, The procedures selected depend on the auditot’s
judgment, inciuding the assessment of the risks of material misstatement of the separate 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 separate financial
statements in order to design audit procedures that are appropriate in the circumstarices, but nat
for the purpdse 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 overal
presentation of the separate 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 separate financial staterents.




Deloitte.

Opinion

Saleh, Barsoum & Abdel Aziz

In our opinion, the separate financial statements referred to above present fairly, in all material

respects, the separate financial position of Arabian Cement Company as of December 31, 2019,

and the results of its separate operation and its separate cash flows for the year then ended in

accordance with Egyptian Accounting Standards and the applicable Egyptian laws and regulations

relating to the preparation of these separate financial statements.

Report on Other Legal and Requlatory Requirements

The Company maintains proper books of accounts, which include all that is required by law and the

statutes of the Company. The separate financial statements are in agreement thereto. The

inventories were counted by management in accordance with methods in practice.

The financial information referred to in the board of directors report is prepared in compliance with

the requirements of Companies Law No. 159 of 1981 and its Executive Regulations thereto and is

in agreement with the books of accounts of the Company to the extent that such information are

recorded therein.

Cairo, February 27, 2020
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Arabian Cement Company 5.A.E.

Separate statement of financial position
At 31 December 2019

Assets

Non-Current Assets

Property, plant and equipment i1 2 379728 327 2 457 108 755
Assets undet construction 12 3777 941 95 974 (30
Intangible assets 13 294 799 369 345 475 618
Right of use 32 13321 -
Investments in subsidiaries 14-1 47 476 057 37 476 057
Amount paid under investments 14-2 - 10 000 000
Investments in a joint venture 15 125 5600 1125 000
Total Non-Current Assets 2 725 920 015 2 946 159 460
Current Assets

Inventories 16 155 894 546 282 010 320
Trade receivables i7 - 69 297 253
Debtors and other debit balances 18 104 108 840 160 180 707
Due from related parties 30 16 927 511 20464 416
Cash and bank balances 19 86186 000 164 895 878
Total Current Assets 363 116 89'7 636 848 574

Total Assets

3 089 036 912

3 583 008 034




Arabian Cement Company S.A.E.

Separate statement of financial position

At 31 December 2019

EGP Notes 31 December 2019 31 December 2018
Equity

Capital And Reserves

Issued and paid-up capital 20 757 479 400 757 479 400
Legal reserve 21 254 730 209 231 365 975
Retained earnings 22 164 024 227 342 180 674
Total Equity 1176 233 836 1 331 026 049
Non-Current Liabilities

Borrowings 23 491 836 958 619 160 870
Deferred tax liabilities 9.3 337 073 457 343 043 930
Other liabilities 26 =% 12 308 000
Total Non-Current Liabilities 828 910 415 974 512 800
Current Liabilities

Trade payables 24 678 337 746 576 797 621
Credit facilities 23 62 035 301 273 674 586
Current income tax payable 9.2 13123 908 --
Current portion of long-term borrowings 23 90 356 520 77 731 487
Current portion of long-term other liabilities 26 12 308 000 124 681 184
Lease liability 32 8 540 --
Creditors and other credit balances 28 207 808 755 207 462 248
Due to related parties 30 8 163 967 7 355922
Provisions 25 11 749 924 9 766 137

Total Current Liabilities

1 083 892 661

1 277 469 185

Total Liabilities

1912 803 076

2 251 981 985

Total Equity And Liabilities

3 089 036 912

3 583 008 034

—  The accompanying notes form an integral part of the separate financial statements and to be read

therewith.

Sergio Alcantarilla Rodriguez

Chief Executive Officer

Salvador Lopez

Chief Financial Officer



Arabian Cement Company S.A.E.
Separate statement of profit or loss
For the year ended 31 December 2019

EGP Notes

Sales revenue

31 December 2019

2971 558 674

31 December 2018

3 160 029 389

Cost of sales 5 (2 735 253 080) (2 680 627 410)
Gross Profit 232 305 594 479 401 979
General and administration expenses 6 (129 572 253) (139012 096)
Provisions 25 (1983 787) (1 400 000)
Reversal of provisions - 2201 219
Impairment in other debit balance (1 359 966) --
Interest income 3725 468 3 805 456
Other income 4 306 606 8913 034
Finance costs 7 (136 517 774) (109 320 093)
Gain / Losses in foreign exchange 66 333 599 (3 888 183)
Gain on disposal of property, plant and " 15 398 N
equipment

Profit for the year before tax 37 252 885 240 701 316
Income tax expense 9.1 (7 153 435) (7 058 973)
Profit for the year after tax 30 099 450 233 642 343
Earnings Per Share

Basic 10 0.06 0.60

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

therewith.

Sergio Alcantarilla Rodriguez

Chief Executive Officer

Salvador Lopez

Chief Financial Officer

e —

T ———
.
-3‘——:::,___



Arabian Cement Company S.A.E.

Separate statement of comprehensive income

For the year ended 31 December 2019

EGP

Notes 31 December 2019 31 December 2018

Profit of the year after Taxes 30 099 450

233 642 343

Other comprehensive income, Net of tax ==

Items that will not be reclassified
subsequently to Profit or Loss

Total other comprehensive income for

the year Net of taxes

Total comprehensive income for the year 22 30 099 450

233 642 343

Earnings per share from the
comprehensive income

Basic

10 0.06

0.60

The accompanying notes form an integral part of the separate financial statements and to be read

therewith.
Sergio Alcantarilla Rodriguez Salvador Lopez
Chief Executive Officer Chief Financial Officer
. :—-\.S -
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Arabian Cement Company S.A.E.

Separate statement of changes in equity

For the year ended 31 December 2019

Issued and

Paid-up

Legal reserve

Retained

earnings

capital

Balance at 1 January 2018 757 479 400 209 622 582 337 441 529 1 304 543 511
Profit for the year wr == 233 642 343 233 642 343
Other comprehensive income = e -- --
Total comprehensive income -= -- 233 642 343 233 642 343
Transfer to legal reserve = 21 743 393 (21 743 393) --
Dividends = -- (207 159 805) (207 159 805)
Balance at 31 December, 2018 757 479 400 231 365 975 342 180674 1 331 026 049
Balance at 1 January, 2019 757 479 400 231 365 975 342 180 674 1 331 026 049
Change in the accounting policy - =2 361 078 361 078
Balance at 1 January, 2019 - Restated 757 479 400 231 365 975 342541 752 1 331 387 127
Profit for the year e = 30 099 450 30 099 450
Other comprehensive income = = -- =
Total comprehensive income - == 30 099 450 30 099 450
Transfer to legal reserve - note 27 - 23 364 234 (23 364 234) --
Dividends (employees and shareholders) -

note 27 - - (185252 741) (185 252 741)
Balance at 31 December 2019 757 479 400 254 730 209 164 024 227 1 176 233 836

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

therewith.

Sergio Alcantarilla Rodriguez

Chief Executive Officer

Salvador Lopez

Chief Financial Officer
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Arabian Cement Company S.A.E.

Separate statement of cash flows
For the year ended 31 December 2019

Cash Flows From Operating Activities

Net Profit for the year before taxes 37 252 885 240 701 316
Adjustments for:

Finance costs recognized in profit or loss 7 136 517 774 109 320 093
Interest income (3 725 468) (3 805 456)
Loss/(gain) on dispasal of property, plant and 11 3
equipment (15 398)

Depreciation of property, plant and equipment 11 205 892 637 196 963 129
Amortization of intangible assets 13 50 576 249 50 676 251
Amortization of right of use 690 201 -
(profit) / ioss Net foreign exchange for

borrowing (36 967 391) -
Provistons 25 1983 787 1400 000
Reversal of provisions 25 - (2 201 219)
Impairment of other debit batance 1 359 966

Diecrease / (Increase) in inventories 126 115774 {52 909 232)
Increase in debtors and other debit balances {5288-099) {22 359 672)
Dacrease/ (Increase) in due from related parties 3536905 (11 075 571)
Decrease / (increase) in trade receivabies 69 297 253 (65 297 253)
Increase in trade payabies 101 540 125 124 890.676
Increase / {(decrease) in due to related parties 808 045 { 524 265)
(Decrease} / Increase in creditors and other | 91 372 297
credit balances (2 177 207)

Provisions used 25 = {5 115 295)
Cash generated by operations 687 498 038 648 035 800

Interest paid
Income taxes paid

(133 994 059)

(106983 618)

Net cash generated by operating activities

553 503:979

5431 052 182




Arabian Cement Company S.A.E.
Separate cash flow statement
For the year ended 31 December 2019

EGP Notes 31 December 2019 31 December 2018
Cash Flows From Investing Activities

Payments for property, plant and equipment 13 (33 300 384) (24 874 982)
Proceeds from sale of property, plant and

eguipment - 169 693 -
Payments for assets under construction 12 (3170 031) (96 034 278)
Payments for investments in subsidiaries e (10 000 000)
Interest income 3 725 468 3 805 456
Net cash (used in) investing activities (32 575 254) (127 103 804)
Cash Flows From Financing Activities

Payment of loans (77 731 488) (71 743 852)
Payment of other liabilities (124 681 184) (70 441 501)
Payment of credit facilities (211 639 285) (16 911 905)
Payment for lease liability ( 333 905)

Payment of dividends 27 (185 252 741) (207 159 805)
Net cash (used in) financing activities (599 638 603) (366 257 063)

Net (decrease) / increase in cash and cash
equivalents (78 709 878) 47 691 314

Cash and cash equivalents at the beginning of
e s s . 164 895 878 117 204 564

the year

Cash and cash equivalents at the end of
19 86 186 000 164 895 878

the year

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

- Non cash transactions Refer to note (31)

Sergio Alcantarilla Rodriguez Salvador Lopez
Chief Executive Officer Chief Financial Officer



Arabian Cement Company S.A.E.
Notes to the Separdte Financial Statements
For the Year Ended December 31, 2019 _ _ _ _ o

1. General information

Arabian Cement Company $.A.E. (ACC or the Company), a joint stock Company incarporated in
Cairo, Egypt, is a public company whose shares are traded at the EGX Egyptian Exchange. The
Company was established 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)
No. 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. The admin office changed to be on
Gamal Abdel Nasser square (west Arabeila), Fifth Settlement Arabella Plaza, Office Building (A),
5th floor.

The Company's objective is 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,

The Company produces cement with a clinker capacity of 4.2 millilon tonnes per annum that can
produce 5 million tonnes per annum of cement.

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

The Company’s term is 25 years starting from the date of its registration at the commercial register.

2. Significant accounting policies

2.1 Statement of compliance
The separate financial statements have been prepared in accordance with Egyptian Accounting

Standards (EASs) issued by the Minister of Investment No. 110 of 2015. Moreover, the Minister of
Investment Decision No. 638 of 2019 has been issued to amend some provisions of the Egyptian
Accounting Standards issued by the Minister of Investment Decision No. 110 of 2015, provided
that these amendments apply to the financial periods beginding on January i, 2020 except for
EAS “49” refer to lease (2-19).

2,2 Basis of preparation
The separate financial statements have been prepared on the historical cost basis except for
financial instruments that are measured at fair vaiue or amartized cost, as appropriate.

Historical cost is generally based on the fair value of the consideration given in exchange for

goods and services.
The principal accounting policies are set out below.

2.3 Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable, Revenue is

reduced for estimated custorner returns, rebates and other similar atlowances.

10




Arabjan Cement Company S.A.E.
Notes {o the Separate Financial Statements

For the Year Ended December 31, 2019

2.3.1 Sale of goods
Revenue from the sale of goods is recognized when the goods are delivered and tities have
passed, at which time ali the following conditions are satisfied:
« the entity has transferred to the buyer the significant risks and rewards of ownership of
the goods;
« the entity retains neither continuing managerial invoivement to the degree usually
associated with ownership not effective control over the goods sold;
« the amount of revenue can be measured reliably;
« It is probabie that the economic benefits associated with the transaction will flow to the
entity; and
« the costs incurred or to be incurred in respect of the transaction can be measured reliably.
2.3.2 Rendering of services
« The amount of revenue can be measured reliably;
» It is probable that the ecdnomic benefits associated with the transaction will flow to the
entity
« the stage of completion of the transaction at the statement of financial position date can
pbe measured reliably
« The costs incurred for the transaction and the costs to complete the transaction can be
measured refiably
2.3.3 Dividend and interest income
Dividend Income from investments ether than in joint ventures is recognised when the
sharehalder’s right to receive payment has been established, provided that it is probable that
the economic benefits will flow to the entity and the amount of income can be measured
reliabiy.
Interest income from a finaricial asset s recognized when it is probable that the economic
benefits wili flow to the entity and the amount of income ¢an be measured reliably. Interest
income ie accrued on a time basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly discounts estimated future
cash receipts through the expected life of the financial asset to that asset's net carrying
amount ori original recognition,
2.3.4 Cost of sales
Cost of sales comprises costs related directly to the sale of goods or rendering of services.
2.4 Leasing

Operating lease payments are recognised as an expense on a straight-line basis over the iease

term, except when another systematic basis is more representative of the time pattern in which

economic benefits from the leased asset are consuimed. Contingent rentals arising under

operating leases are recognised as an expense in the period in which they are incurred.

2.5 Foreign currencies
The financial statements are presented in Egyptian Pound (EGP), which is the currency of the

primary economic environment in which the Company operates (its functional currency).

11




Arabian Cement Company S.A.E.
Notes to the Separate Financial Statements
For the Year Ended December 31, 2019

2.6

Transactions in currencles other than the Company’s functional currency (forefgn curréncles) are
recognised at the rates of exchange at the dates of the transactions. At the end of each reporting
period, monetary items denominated in foreign currencies are retranslated at the rates prevailing
at that date.

Non-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in & foreign currency are not
retranslated.

Exchange differences on monetary items are recognised in profit or loss in the period in which
they arise,

The exchange rates for the major foreign currencies against EGP relevant to the annpual financial
statements were:

2035

Borrowing costs

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

Investmnent income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs efigible for capitatisation,
All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
The amount of borrowing costs that an entity capitalises during the period shall not exceed the
amount of borrowing costs it incurred during that period, provided that the carrying amount of
the qualifying asset on which eligible borrowing costs have been capitalized deoes not exceed its
recoverable amount (being the higher of fair value less costs to: sell or amount in use for that

asset).

2.7 Emplovee Benefits

2.7.1 Profit sharing

The company pays 10% of the cash profits which are allocated for distribution, at maximum of
the employees’ basic salaries. Empicyees’ 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.

2,7.2 Pension obligations (Social insurance)

For defined contribution plans, the company pays contributions to the General Social
Insurance Authority under Law No. 79 of 1975 and its amendments - plaris on 2 mandatary
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 inciuded in staff costs.

12



Arabian Cement Company S.A.E.
Notes to the Separate Financial Statements

For the Year Ended December 31,

2019

2.8 Taxation

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

2.8.1

2.8.2

2.8.3

Current tax

The tax currently payable 1s based orn taxable profit for the year. Taxable profit differs from
profit as repoited in the separate statement of comprehensive income because of items of
income or expense that are taxable or deductible in other years and items that are never
taxable or deductible. The entity’s liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of the reparting period.

Deferred tax

Deferred tax is recognised on temparary differences between the carrying amounts of assets
and liabilities in the separate financial statements and the corresponding tax bases used in
the computation of {axable profit,

Deferred tax liabilities are generally recognised for ail taxable temporary differences.
Deferred tax assets are generally recognised for ali 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 extént that it is no lohger probable that sufficient taxable profits will be
available to allow ali 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 realised, based on tax rates (and tax
jaws) that have been enacted or substantively enacted by the end of the reporting period.
The measurement of defersed tax liabilities and assets reflects the tax consequences that
would foliow from the manner In which the entity expects, at the end of the reporting period,

to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and labilities are offset whan there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes {evied
by the same taxation authority and the Company intends to settle its current tax assets and

liabiiities on a net basis.
Current and deferred tax forthe year

Current and deferred tax are recognised as an expense or income in profit or loss, except
when they refate to items that are recognised in other comprehensive income or directly in
equity, in which case, the current and deferred tax are also recognised in other

comprehensive income or directly in equity respectively.

2.9 Investments in subsidiaries

Investments in subsidiaries are investments in companies In which the company has control. The

investor controls the investee when he is exposed or is entitled to variable returns through his

contribution to the investee and is able to influence those returns through his authority over the

investee.

i3




Arabian Cement Company 5.A.E.
Noles to the Separate Financial Statements
For the Year Ended December 31, 2019

2.10

2.11

Investments in subsidiaries are accounted for at cost inclusive of thansaction cost and in case the
invesiment is impaired, the carrying amount is adjusted by the value of this impairment and is
charged to the statement of profits or losses for each investment separately.

Investments in joint ventures

A joint venture is joint arrangement whereby the parties that they have joint control of the
arrangement have rights to the ngt assets of the joint arrangement. Joint control is the
contractually agreed sharing of controi of an arralgnment, which exists only when decisions about
the relevant activities require unanimous consent of the parties sharing control. Investments in

joint ventures are accounted for at the application of the equity method, and in case the
investment is impaired, the carrying amount is adjusted by the value of this impairment and is
charged to the statemerit of profits or losses for each investment separately.

Property, plant and equipment

Buildings, plant and eguipment, furniture and fixturés held for use in the proguction, supply of
goods or services or for administrative purposes are stated in the separate statement of financial
position at cost less any accumulated depreciation and accumutated impairment losses.

Properties in the course of construction for production, administrative purposes or for a currently
undetermined future use are carried at cost less any recognised Impairment loss, Cost includes
nrofessional fees and, for qualifying assets, borrowing costs capitalized in accordance with the
entity’s accounting policy as described in note 3.6 Such properties are classified to the
appropriate categories of property, plant and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as other property assets, commerices when
the assets are ready for their intended use.

Depreciation of buildings, plant and equipment as weil as furniture and fixtures commences when
the assets are ready for thelr intended use,

Freehold fand is not depreciated.

Depreciation is recognized so as to write off the cost of assets (other than freehold land and
properties under construction) less their residual values over their estirnated useful lives, using
the straight-line method. The estimated useful lives, residual values and depreciation method are
reviewed at the and of each reporting period, with the effect of any changes in estimate
accaunted for on a prospective basis,

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or foss
arising on the disposal or retirement of an item of property, plant and equipment is determined
as the difference between the net sales proceeds and the carrying amount of the asset and is
recognised in profit or loss.

The following estimated useful lives are used in the calculation of depreciation:

Buildings 10 ~ 20 years
Plant and equipment 20 years
Furniture and fixtures 16 years
Vehicles 5 - 7 years
Other installations 20 years
Computer and software 3 - 5 yedrs

14




Arabian Cement Company 5.A.E.
Notes to the Separate Financlal Statements
For the Year Ended December 31, 2019 , _

2.12

2.13

2.14

Intanaible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortization and accumiuiated impairment losses, Amortization is recognized on a
straight-line basis over their estimated useful lives.

The estimated useful lives and amortization method are reviewed at the end of each reporting
period, with the effect of any changes in estimating béing accounted for on a prospective basis.
Intangible assets with indefinite useful lives that are acquired separately dre carried at cost less
accumulated impairment iosses.

An intangible asset is derecognized on disposal, or when no future ecohomic benefits are
expected from use or disposal. Gains or lasses arising from de-recognition of an intangible asset,
measured as the difference between the net disposal proceeds and the carrying amount of the
asset, are recognized in profit or loss when the asset is deregognized.

Impairmient of tanaible and intangible assets

At the end of each reporting period, the entity reviews the carrying amounts of its tangible and
Intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists; the recoverable amount of the asset is estimated In
order to determine the extent of the impairment loss (if any). When it is not possible to estimate
the recoverable amount of an individual asset, the entity estimates the recoverable amount of the
cash-generating unit to which the asset belongs. Where a reasonabie and consistent basis of
allocation can be identified, corporate assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified,

Intangible assets with indefinite useful lives and intangible assets not yet available for use are
tested for impairment at least annuaily, and whenever there is an indication that the assef may
be impaired.

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

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

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

Inveritories
Inventories are stated at the lower of cost and net reatizable vaiue.

Costs, including an appropriate portion of fixed and variable production overheads as well as
other costs incurred in bringing the inventories to their present location and condition, are
assigned to inventories by the method most appropriate to the particular class of inventory, with
the majority being valued on a moving average basis.

Net realizable value represents the estimated selling price for inventories less all estimated costs
of completion and costs necessary to make the sale,

15




Arabian Cement Company S.A.E.
Notes to the Separate Financiai Statements

2.15

2.16

2.17

For the Year Ended Deoamber 31 2019 o

The net reatizable value of an item of mventury may falé helow its cost for many reasons

including, damage, obsoleéscence, slow moving items, a decline in selling prices, or an increase in
the estimate of costs to complete and costs necessary to make the sale. In such cases, the cost
of that item is written-down to its net realizable value and the difference is recognized
immediately in profit or loss.

Provisions

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

The amount recognised as a provision i$ the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the cbligation. When a provision is measured using the cash fiows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows (where the effect of the time value of money is material).

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

Financial instruments

Financial assets and financial liabilities are recognised when the entity becomes a party to the
contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair vaive. Transaction costs that
are directly attributable to the acquisition or issue of financial assets and financial liabilitles (other
than financial assets and financial fiabilities at fair value through profit or loss) are -added to or
deducted from the fair value of the financial assets or financial liabilities, as.appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
fiabilities at fair value through profit or loss are recognised immediately in profit or loss.

Financial assets

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

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

2.17.1 Classification of financial assets

Debt instruments that meet the following c¢onditions are subsequently measured at

amortised cost less impairment loss {except for debt investments that are designated as at

fair value through profit or loss en initial recognition):

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

« the contractual terms of the instrument give rise on specified datesto cash flows that are
solely payments of principal and interest on the principal amount outstanding.

« Ali other financial assets are subsequently measured at fair value,
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2.17.2

2.17.3

2.17.4

For the Year Ended December 31, 2019

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt
instrument and of allocating interest income over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash receipts (inciuding all fees or
points paid or received that form an integrai part of the effective interest rate, transaction
costs and other premiums of discounts) thraugh the expected life of the debt instrument, or,
where appropriate, a shorter period, to the net carrying amount on initial recognition.
Income is recognised on an effective interest basis for debt instruments measured
subsequently at amortised cost. Interest income is recognised in profit or joss and is
included In the “investment income” ling item.

Impairment of financial assets

Financial assets that are measured at amortised cost are assessed for impairment at the end
of each reporting period.,

Financial assets are considered to be impaired when there is objective evidence that, as a
result of one or more events that occurred after the initial recognition of the financial assets,
the estimated future cash flows of the asset have been affected.

Objective avidence of impairment could include:

significant financia! diffictilty of the issuer or countelparty; or
breach of contract, such as a default or delinquency in interest or principal payments; or
it becoming probable that the borrower will enter bankruptcy or financial re-organisation;
or

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

The amount of the impairment loss recognised is the difference between the asset's carrying
amount and the present value of estimated future cash flows reflecting the amount of
coilateral and guarantee, discounted at the financial asset's griginal effective interest rate.

The carrying amount of the financial asset is reduced by the impairment joss directly for all
financial assets with the exception of trade receivables, where the carrying amount is
reduced through the use of an allowance account. When a trade receivable is considered
uncollectible, it is written off against the ailowance account. Subsequent recoveries of
amounts previously written off are credited against the allowance account. Changes in the
carrying amount of the allowance account are recognised in profit or loss.

If, in a subsequent period, the amount of the impalrment foss decreases and the decrease
can be related objectively to an event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed through profit or loss to the extent that
the carrying amount of the investment at the date the Impdirment is reversed does not
exceed what the amortised cost would have been had the impairment not been recognised.

De-recognition of financial assets

The entity derecognises a financial asset only when the centractuat rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially ail the risks
and rewards of ownership of the asset to another entity.
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For the Year Ended December 31, 2019

If the entity neither transfers nor retains substantially ali the risks and 'reWards.of ownership
and continues to control the transferred asset, the entity recognises its retained interest in
the asset and an asséciated Hability for amounts it may have to pay. If the entity retains
substantially ail the risks and rewards of ownership of a transferred financial asset, the
entity continues to recognise the financial asset and also recognises a collateralised
horrowing for the proceeds received.

On de-recognition of a financial asset measured at amortised cost, the difference between
the asset’s carrying amount and the sum of the consideration received and receivable is
recognised in profit or loss.

2.18 Financial liabilities and equity instruments

2.18.1

2.18.2

2,18.3

Classification as debt or equity

Debt and equity instruments issued by the entity are classified as either financial liabifities or
as equity in accordance with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.
Equity instruments
An equity instrument is any contract that evidences & residual interest in the assets of an
entity after deducting ali of its liabilities.
The instrument is an equity instrumerit if, and only if, both conditions (a) and (b) below are
met:
a) The instrument includes no contractual obligation:
i. to deliver cash or another financial asset to another entity; or
ii. to exchange financial assets or financial liabilities with another entity under conditions
that are potentially unfavourable to the issuer.
b) If the instrument will or may be settled in the issuer’s'awn equity instruments, it is:
i, a non-derivative that includes no contractual obligation for the issuer to deliver a
variable number of its own equity instruments; or
ii. a derivative that will be settled only by the issuer exchianging a fixed amount of cash
or another financia asset for a fixed number of its own-equity instruments.

A contract that will be settled by the entity receiving or delivering a fixed number of its own
equity instruments in exchange for a fixed amount of cash or another financial asset is an
equity instrument.

Equity instruments issued by the entity are recognised at the proceeds received, net of
direct issue costs.

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

Financial liabilities

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

A financial liability is classified as current liability when it satisfies any of the following
criteria;

- It is expected to be settled in-the entity’s normal operating cycle
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- It is held primarily for the purposes of trading;
- It is due to be settled within twelve months after the reporting period;
. The entity does not have an unconditional right to defer settlemient of the liability for
at least twelve months after the reporting period.

All other financial liabilities are classified -as non-current.

2.18.4 De-recognition of financial liabilities
The entity derecognises financiai liabilities when, and only when, the entity's obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and payable, inciuding any non-
cash assets transferred or liabilities assumed, is recognised in profit or loss.

2.19 Lease

In accordance with Resolution No. 69 of 2019 issued by the Minister of Investment in March 2019
regarding amending some provisions of the Egyptian Accounting Standards issued by the Minister
of Investment No. 110 for the year 2015. These amendments included the addition of Standard
No. 49 to repiace the Egyptian Accounting Standard No. (20} Accounting of financial {easing
operations, provided that it is applied t¢ the financial periods Dbeginning on or after
January 1, 2020 and with the exception of the effective date, the date of the initiai application is
the beginning of the annual reporting period in which the finance iease law No. 95 of 1995 and its
amendments was cancelled and in light of Standard No. 49 as at The. beginning of the lease
recognize the “right of use" and the lease fiability.

Initial measurement of the right-of-use asset

At the commencement date, a lessee shall measure the right-of-use asset at.cost, the cdst of the
right-of-use asset shall comprise:

(a) The amount of the initial measurement of the Jease liahility, at the commencement date, a
lessee shall measure the lease liability at the present value of the lease payments that are not
paid at that date. The lease payments shall be discounted using the interest rate implicit in the
lease, if that rate can be readily detérmined. If that rate cannot be readily determined, the lessee
shall use the lessee’s incremental borrowing rate.

(b} Any lease payments made at or before the commencement date, less any lease incentives
received

(c) Any initial direct costs incurred by the lessee; and

(d) an estimate of costs to be incurred by the lessee in dismantling and removing the underlying
asset, restoring the site on which it is located or restoring the urnderlyifig asset to the condition
required by the terms and conditions of the lease, unlagss thibse costs are incurred to produce
inventories. The lessee incurs the obligation for those costs either at the cofrimerncament date or
as a consequence of having used the underlying asset durinig a particular period.

Subsequent measurement of the right-of-use asset

After the commencement date, a lessée shall measure the right-of-use asset. Applying a cost
model, a lessee shall measure the right-of-use asset at cost;

{a) Less any accumulated depreciation and any accumulated impairment Losses.

(b) Adjusted for any re-measurement of the lease liability.
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Initial measurement of the lease liability

At the commencement date, a lessee shall measure the lease iability at the present value of the
lease payments that are not paid at that date. The lease payments shall be discounted using the
interest rate implicit in the lease, if that rate can be readily determined, If that rate cannot be
readily determined, the lessee shall use the lessee’s incremental borrowing rate.

Subsequent measurement of the lease liability

After the commencement date, a lessee shall measure the lease liability by

(a) Increasing the carrying amount to reflect interest on the lease lability

(b} Reducing the carrying amount to refiect the lease payments made

(c) Re-measuring the carrying amount to reflect any reassessment or lease modifications, or to

reflect revised in-substance fixed lease payments.

Grants

Government grants are assistance by government in the form of transfers of reseurces to an
entity in return for past or future compliance with certain conditions relating to the operating
activities of the entity. They exciude those forms of government assistance which cannot
reasonably have a vaiue placed upon them and transactions with government which cannot be
distinguished from the normal trading transactions of the entity

Grants related to assets are government grants whose primary condition is that an entity
qualifying for them should purchase, construct or otherwise acquire long-term assets. Subsidiary
conditions may also be attached restricting the type or incation of the assets or the periods
during which they are to be acquired or held.

Government grants, including non-mongtary grants at fair value, shall not be recognized until
there is reasonable assurance that the entity will comply with the conditions attaching to them,
and the grants will be received.

Government grants related to assets, including non-monetary grants. at fair value, shall be
presented in the statement of financial positicn through recognizes the grant as deferred income
that is recognized in profit or loss on a systematic basis over thie useful life of the asset.

3. Critical accounting judgements arid key sources of estimation uncertainty

In the application of the entity’s accounting policies, which are described In note 2, management is
raquired to make judgments, estimates and assumptions about the carrying amounts of assets and
iiabilities that are not readily apparent from other sources. The estimates and associated assumptions

are based on historical experience and other factors that are cofisidered to be relevant. Actual results

may differ from these estimates.

The estimates and underlying assumptions are reviewed on an onggoing kasis. Revisions to accounting

estimates are recognised in the period in which the estimate is Fevised 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.

3.1 Critical judgements in appiving accountihg policies

The following are the ¢ritical judgements, apart from those involving estimations (see note (2.3}
below), that the directors have made in the process of applying the Company's accounting
policies and that have the most significant effect on the amounts recognized in the financial
statements.
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For the Year Ended December 31, 2019 - _

Deferred income taxes

The measurement of deferred Income tax assets and liabilities s based on the judgment of
management. Deferred income tax assets are only capitalized if it is probabie that they can be
used. Whether or not they can be used depends on whether the deductible tax temporary
differance can be offset against future taxatile gains,

In order to assess the probability of their futlre use, estimates must be made of various factors
including future taxable profits. If the actual values differ from the estimates, this can lead to a
change in the assessment of recoverability of the deferred tax assets and accounting for such a
change, if any, is to be made on a prospective basis in the reporting periods affected by the
change.

3.2 Key sources of estimation uncertainty

3.2.1

3.2.2

3.2.3

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

Useful lives of property, plant and equipment

The carrying value of the entity's property, plant and equipment at the end of the current
reporting period is EGP 2 379 728 327 (31 December 2018: EGP 2 457 108 755) (note 113,
Management’s assessment of the usefil life of property, plant and equipment is based on the
expected use of the assets, the expected physical wear and tear on the assets, technoiogical
developments as well as past experience with comparable assets., A change in the usefu! life of
ahy asset may have an effect on the amount of depreciation that is to be recognized in profit or
loss for future periods.

Useful tives of intangible assets.

The carrying value of the entity's intangible assets at the end of the current reporting period is
EGP 294 799 369 (31 December 2018: EGP 345 475 618), (nate 13). Management’s
assessment of the usefui lifeé of propesty, plant and equipment is hased on the expected use of
the assets, the expected physical wear and tear on the assets, technological developments as
well as past experience with comparable assels. A change in the usefut life of any asset may
have an effect on the amount of depreciation that is to be recognized in profit ot loss for future-
periods.

Provisions

The carrying amount of provisions at the end of the current reporting pefiod s
EGP 11 749 924 {31 December 2018: EGP 9 766 137}. This amount i5 based on estimates of
future costs for legal cases and other claims in connaction with the Company's operations
(note 25). As the provisions cannot be determined exactly, the amount ¢ould change based on
future developments. Changes in the amount of provisions due to change in management
estimates are accounted for on a prospective basis and recognized in the period In which the
change in estimates arises,

4. Sales revenue

A

nalysis of the Company's revenue for the year is as follows

Local sales 2 481272007 2727 697 500
Export sales 342 865 D36 317 378 870
Services 147 421 631 114 953 019
Total 2971 558 674 3 160 029 389
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5. Cost of sales

An analysis of the Company's cost.of saies

Raw material 2 287 378 577 2 270 683 345
Manufacturing depreciation 201 665 809 192 563 597
Amoitization of Licenses - intangible assets 50 676 245 50676 251
Amortization of right of use 690 201 -
Transportation cost 93 (34 883 82 716 524
Overhead cost 105 807 361 83 987 689
Total 2 739 253 080 2 680 627 410

6. General and administration expenses
fthe C

Professional services 39 564 070 37 086 078

Salaries and wages 46 483 640 60 407 B&BS
Security and cleaning services 1 372 667 1 035 217
Rentals 2 445633 16 716 625
Transportation cost 2142 012 2 760 426
Advertising 1904 690 1975 065
Administrative depreciation 4 226 828 4 399 532
Other 31 432713 20.631 288
Total 129572 253 139 012 096

7. Finance costs

An analysis of th

Loan interest expense 73 B3B 954 74 061 563
Operation license interest expense * 15 286 637 212 398
Electricity agreement interest expense 12 282 000 12 282 000
Finance lease 18 813 --
Other finance cost 6 531 854 -
Credit facilities interest expense 28 559 516 22764 132
Total 136 517 774 109 320 093

* The interest in operating license includes an amount of EGP 13.4 miillioh charged by the Industrial
Development Authority

8. Compensation of key management personnel

n riél for the year is as follows:

s Compensation-of key management. person

Board of Directors allowance 16 502 613 30 325 722
Board of Directors salaries 15186 228 17947 440
Total 31 688 841 48 273 162

Included in the Salaries and wages in the administrative expenses.

22




Arabian Cement Company 5.A.E.
Notes to the Separate Financial Statements
For the Year Ended December 31, 2019 o S

9. Income taxes

9.1 Income ta_x.recog_ni_s'ed inq‘g’r'ofit or logs

Current tax
Current tax expense for the current year 13 123 908 -

Deferred tax

Net deferred tax expense/( income) recognized in the current year (5 970 473) 7 058 973

Total income tax expense recognized in the current year 7 153 435 7 058973

The following table provides reconciliation between income tax expense récognized for the year and the
5 on accounting profit:

tax calculated by appiying the applicable tax rate

Profit before tax 37 252 885 2407701 316

Tax usmg app%ncab[a tax rate 22 S% ‘8.381 899 54 157 796

Add:

Ef’fect of reversal of accountmg deprecnatlon and amortlzation 25? 259 086 247 639 380

Effect of expenses that are not deductible in determining taxabie o _
?"t 16 535 026 11819 006
profi

Effect of provisions formed that are not deduct:b!e in determmmg _ _
3343 753 1400 000

taxabie profit

Changmg m accountmg poizc;es 361 078 -

Effect of unrealized net foreign exchange iosses that are not
25 195 419 90 760 624
dedu«:tlble in determining taxabie profit

Less.

Effect of tax deprecuatmn and arnortlzatzon that are deductab]e in .
(204593 599) (251 879 336}
determsmng taxabie profit

Caplta] gam { 15 398) -

Effect of real:zed net foreugn exchange losses that are deductuble in .
(63 866 042) (341 556 637}
determ:mng taxab!e prof‘t '

Effect of provisions used that are dedud:lbie in determimng taxable
{4 204 008)

prof’t =

Carry forward tax losses (13 143 728) -

Taxabie income 58 328 480 “m

Income tax expense recognized in profit or loss 13123908 -~
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9.2 Current tax liabilities

13123908
Current tax liabilities 13 123908 -
The average effective tax rate in 2019 is 35% against 0% in 2018 mainty due to following:

On November 3, 2016 the Central Bank of Egypt has floating the exchange rate for the foreign
currencies that led to increasing in exchange rate for USD from 8.88 as of November 2, 2016 to

Current tax expense(note 9.1)

reach to 18.25 as of December 31, 2016 and due to that the Company has significant outstanding
halances dominated in U.5. Dollar the led to significant exchange différences losses the unfealized
portion from these losses not deducted for tax purpose. Moreover, the most of these losses have
been realized during year and deducted as a taxable expense during 2018.

9.3 Deferred tax balances

Deferred tax liabilities arise from the following

_(Liabilities) .
Property, plant & equipment (343 043 930) 5970473 (337 073457)

Net deferred tax liability 343 30). .59 ... . (337 073 457)

_ Propért}{_ﬂm plant & equipment (335984 957) _(7058973) (343043 930)
Net deferred tax liability (335 984 957) (7 058973} (343 043 930)

10. Earnings per share

Basic earnings per share is calculated by dividing the earnings from continuing operations
attributable to ordinary shareholders by the weighted average number of ordinary shares
outstanding during the year, For diluted earnings per share, the weighted average number of
ordinary shares in issue is adjusted to assume conversian of all dilutive potential ordinary shares.
As the company does not have any dilutive potentiai, the basic and diluted ‘earnings per share are

the same.

The earnings from continuing operations and weighted average number of ordinary shares used in
the calculation of basic and diluted earnings p‘er_sha‘re are as follows:

Profit for the year (EGP} 30 099 450 233 642 343
Employees’ share in the dividends (note 18) (EGP) (7 066 424) (7 245 080)
Distributable net profit for the year (EGP) 23033026 226 397 263

_Number of shares (for basic and diluted earnings per share) _ o
Weighted average number of ordinary sharés for the purposes of EPS. 378739 700 378 739 700

Earnings per share from continuing operations - {EGP) 0.06 0.60

24




s¢

0DEQ B6Z £68 €

Ty POC EBC

TTOIPP OT  bYE LSH TOE ZPOPZ8 FT 68T 9ITG6VBT  BEG6E9 LT 9SP PZOEES  9EP.EVZ 05 6107 19glusdad TE e aduejeg
02T 99¢€ 56 - 96/ 901 2 1£0 Q0L T 59 969 £F - B8Y 0§ L5 - UOHINSLIOD JOPUN 519558 WO J5SURL )
Amwm Mw»ﬁu R — - - !.. e o e...ﬁmwm MWWWV; o 4211\ . - , o w_mmoammm‘ul
$RE 00E €€ L9£ 729 076 1£2-01 S6 TTL IZP 91T 6 86 01F 8 86£ 901 ¥ - sUGHIPEY
688 ﬁm 8OLE G52 61861 89S BIS 68T 009 ZIYTT CCZEOEYOBT  OLEZLS 6T TLESOLTLS  9EV E£pT OS 6107 Alenueg T je Soueed
..NM_ c6z 6v7  — ) mmmw T . m&. s6s £vT L Est09z b y - ,‘.,__%._..mgﬁ_mm(mmﬁwma..mwm\_mm mﬁ éwmh,
86T 6TL EZ - - BET BIL ET - ~ AIGIUBALE LOI04] PRIaySURL ]
,immm «nw %4 «.ﬁ Nﬁ M o.mv ma m mﬁ E,v a8 ﬁ.ﬂ m [T 128 9 SN 810 : - SUGIPPY
nmwnmoﬁwm IET Rm mﬂ 90 £8 nnm ££6 Si, ;mmw 06T 625 m m.mm w,mH ma,z,‘ mem wmw E.w mm¢mv~am - wgm bm_.‘....:mm Mam uuc_‘m_mm‘

1500

" 6107 'T€ J2qWenag papUZ JBaA BUY 40
SIUBWHILIS [BPURUL] BiRledas B4l 03 $210N
‘g Aupdiuo) juswal ueigely



9c

"JUSLURTRIS BLICIL DU UL PRPN|DUL SI8M YIILM 'spunod 858’67

o1 Bupunowe sueb [epden uj pEynsal yowm ‘spunad SEZPST 03 PAUNGIUE SnjeA 300q 38U S]L PUE 'e60'B9T 4D PRUDRS) SUOISNIXS uoREUOdSUR JO BN|EA 53185 dUL
608 S99 10T d9F 40 Junolue dyl v (¥ 10U Jo S910% JO IS0T B3 Ui PApN|PUI S} S1Bs5e Builiewsal sy 104 esuadxa uopenaldap syl

~978 077 493 40 JUnowe au3 w {9} 230U ‘sesusdxa aajensiujupe pue (eiauab jo Lisy BU3 U PRPAIIUL STSIBINUWIoD pUE SMILINY JO WS a3 104 gsuvdxe uonRiaaadap ay )
~50)|S pUR s1e2-Ud JBUag 511 J0f PRNSULSRY Auedison syL

uoi|jL:

9% dD3 JO JUNOLUE [BI0] UM 32RO UILLIPpE MBI B4 O 15021 P3PNaU] SU0IINIISUOD apun syaeload wolj wjsues] pue suonippe suadinba pue Assumorly JesA a3 Buting
Aatod sug Jo Adensuag

AUD puB J8i4 943 §1 vueqg ey pue ‘{ Juabe AJUNDBS] BUl 5 58 HUBQ 9u3 03 JnoAR U 'ssulp uoanposd sy pue Aoypey sAuedwon ayy uo syEU [euaed je Jsuiehe
Aanod sousinsyy U MJURY BY). 40 ILBURN SuY 10) PAINsU) AURCWIOD a3 {Jusbe AJnDag) Mueq jRuopRUIBIU (eRJalIWoD Ay Aq payliedd spenuoy sueo| ayy o} Bulpioioy
{£e¢ 230U Pes]} U S|IENED

Ut pasopsip se(iuabe Ajuntes) (GID) Mueg [Ruonedlsiy] [BNIRUILIOD AU JO AN0AR; W 34 0} sasnpenctd Juawpusuie abebuiows By HZHRUl 10U PID Auedulon a2y} ‘s|emuruy
U3 JO =38P 2u3 YR ¢ 3dABT JO HUBE [RUODEN BY) 4O JUaURY By IOy Shefpow vieIse (293 PUB [RDUIILLI0D 33s50R-154Y BU3 Jo] voueipOURD B 51 3layl 6TOT ‘bz Adenigad uQ

GSL 80T LS5Y T TEGBLT Y 8+T L0 98T OITSEP L 095 806 ZEST TTOZPT TT 6V6 61T S9E OEY EVC US 810 J2quadaqg TE IV

e e EiE T Eec8e0 T ebe StozeT GO0 VEE®  Ebb OES T T ZE0 S60 &1  ZT6 OTL LBE 9LV £6Z 0S T 6 Toz Aequiaoad TE W
SRR R i e i i s
£0Z 635 £T6 T 690 EZE 8T OGO TEBG6LT  6E90Lp9  OvRSSSSZET  LO6¥Y6IT  9bSEJESGEC 6107 Joqwadad 1€ 32 aoue(ed
L£9 768 S0 SPLEEL ¢ 94T {BE 9T £90 €6F T P8I 16T 25T 922 60 £ €27 8LE 67 - ssusdxa uonesdsg
N (T T TR M T T TS
VET 908 TTE T PZE 6£0.ST OZb bbb 0T 9SS 26+t  C99 Y6EEL6  6bLvIvP B  ELP GB6 50T - 6102 Alenuer T je sduejeg
62T £96 961  [90 190 E 0.8 78S ST SOv BEE T 612 p08 Sb1 687 1€0C  61L bbl 62 - ssuadxa uoneaidaq
- -~ e - - - .- - $IBSSE 10 5|RSOdsIp UD pajeuily
G00 £06 VIT ¥ £SC BZE ZT 0SS 198 £8  T606E0E  Evb 06528 096 Z6E9  HOLOYB9LT - 8107 Alenuer T je edueleg
Juauniedun

pue uonzeRIdBpR PIIBINWNIDY

£T07 ‘1€ Jaquisdaq papugz Jesj 34 104

SIUBLRIRIS |BIDUBULY Siededas Byl 01 S9ION
“3y's Auedw o) JuawWa) uelqely




Arabian Cement Company S5.A.E.
Notes to the Separate Financial Statements
For the Year Ended December 31, 2019 o 3

12. Assets under construction

Balance as of January 1 95 974 030 249 232 824
Additions 2994 803 95999 812
Transfer to fixed assets (95 366 120) {249 293 171)
Advance to suppliers for purchase fixed assets 175 228 34 565
Total 3 777 941 95 974 030

Project under construction are represented in the foliowing categories:

Buildings - 55 693 556
Machinery and equipment 3465 713 5307 193
Other installations 137 000 34 938 716
Advance to suppliers for purchase fixed assets 175228 34 565
Total 3777941 95 974 030

13. Intangible assets (net)

Cost

Cost as of January 1, 2018 563204 713 22% 200 000 788 404 713
Additions _ - - -
Cost as of December 31, 2018 563 204 713 225200 000 788404 713

Accumulated amortization

Accumuiated amortization as of
January , 1 2018

Amortization for the year

(231 155 103y

(28 156 251)

(161 097 741)

{22 520 000}

(392 252 844)

(50 676 251)

Total accumulated amortization as of

becember 31, 2018 (259 311 354) (183 617 741) {442 929 095)
Cost

Cost as of January 1, 2019 563 204 713 225200 000 788 404 713
Additions - _ — -
Cost as of December 31, 2019 563 204 713 225 200 000 788 404 713

Accumulated amortization

Accumulated amortization as of
January 1, 2019

Amortization for the year

(259 311 354)

(28 156 249)

(183 617 741)

(22 520 000)

(442 929 095)

(50 676 249)

Total accumulated amortization as of
December 31, 2019

(287 467 603)

(206 137 741)

(493 605 344)

Net book value December 31,2019

275 7237 110

19:062 259

294799 369

Net book value December 31,2018

303 893 359

41 582 259

345 475 618
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Qperating 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 ist production line with related liability on the company to pay 15%
as an advance payment and the residual amount will be paid over 5 eéqual annual instaiments after 1 year
from starting production with @ 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 s€cond line and a 25% will'be pald as an advance
payment and residual amount will be settled over & period of 3 years according to the interest rate
determined by Central Bank of Egypt (CBE}.

On 22 January 2015, the Industrial Development Authority (IDA) accepted te receive EGP 8 million on a
monthly basis until the legal dispute with the company is resolved, which is currently at the court.
Electricity contract

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 rieeds 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 fram April 2010 amounted by EGP 1.220 million
per each instaiment.

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

In addition to EGP 8 million for the allocation of two celis of the traditional type, to be paid in four
guarterly instalments and the last instalment was due on 1 February 2011,

14. Investments is subsidiaries

The Company has control over all the subsidiaries as listed below

1- Andalus Concrete Concert preducts,

Egypt 99,99% 30 926 807 20 926 807 X P N 95,809,
Company* mainly ready mix
2~ Evoive Investment

Alternative fue!
& Projects Egypt 99.99% 16 499 750 16 499 750 o 99,99%
. and recycling
Management Company ’

3~ ACC for Providing

Management and Egypt 99.99% 49 500 49 500 mmanhagerial 99.59%
Trading Company services

Total 47 476.057 37 476 057

* The increase in investments in subsidiary companies "Andalus Concrete Company” is represented in the
value of the company's contribution in increasing the capital of the subsidiary company By an amount of
10 million Egyptian pounds, which was included as amounts paid under an investment account in the
previpus year
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15. Investments in joint.venture

Andalus Reliance for Mining

Edypt
Company

125 0060

125 000

Total

125 000

125 000

16. Inventories

Raw materials 45 890 809 298934 615
Packing materiais 10982 921 32 340 022
Spare parts 7 608 663 7 903 975
Work in progress 1967 307 2 767 805
Finished goods 89 444 846 140 063 903
Total 155894546 282010320

17. Trade receivables

Trade receivables, Export sales

69 297 253

Total

69 297 253

Aging of recelvabies:

Less than 30 days

69 297 253

Total

69 297 253

18. Debtors and other debit balances

Advance to suppliers 21 294 071 34 056 073
Withholding tax 14 293 777 5 302 490
Deposit with others 61 444 003 44 527 109
Employees’ dividends in advance 7 066 424 7 245 QBO
Letter of credit B & 877 000
Letters of guararntee ~ cash margin 34 049 34 049
Cash imprest 1 336482 1. 861 757
Other debit balances B 277 149
Less:~ Impairment in other debit balance {1 359 966) -
Total 104 108 840 100 180 707
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19, Cash and bank balances

1182 863 1276837

Cash on hand

Current account ~ local currency 45 619 602 51 267 529
Current account ~ foreign currency 8262010 25 263 099
Bank deposits * ) 31 121525 87088 413
Total 86 186 000 164 895 878

*Bank deposits includes a restricted bank deposit with an armount of EGP 1 020 000 against letter of
grantee with the same value.

20. Authorized and Issued capital

Par value per. share o - . 2 2
Number of ordinary shares authuﬂzed nssued and fuliy paad 378 735 700 378 739 700
Issued capital 757 479 400 757 479 400

1. 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: entity shall cease such transfer when the
legal reserve reaches 50% of the issued capitdl. The lggal reserve is not eligible for distribution to
shareholders.

22. Retained earnings

Balance at beginning of year ' ' ' 342 180 674 337 441 529
Total comprehensive income for the year 30099 450 233642 343
Change in accounting policy ~ note 32 361078 -
Transfer to legal reserve {23 364 234) (21743 393)
Payment of dividends (185 252 741) {207 159 805)
Balance at end of year 164 024 227 342 180 674

23. Borrowings

_Eirst: Credit facilities e U
Credit fagilities - CIB 62 .035 301 273 674 586 .- e

Total Facilities 62 035 301 273 674 586 n =
second: Bank ioans

Banik loans - CIB 20 400 000 5 160 000 229 500 000 245 900 000
Less: Loan cost - {637 530) - -
Net Loans — CIB (A) 20 400 000 4 462 500 229500000 249 900000
fank loans - EBRD 69 956 520 77 739 130 262 336958 369 260 870
Less: Loan cost . {4 470 143) - e
Net Loans —~ EBRD (B) 69 956 520 73 268 987 262 336 958 369 260 870
Total Loans (A+B) 90 356 520 77 731360 491 836 958 619 160 870
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On December 3, 2018 two borrowing contracts have been signed with Com_ﬁsercia[ iﬁternation‘ai
Bank “CIB” (Egypt) S.A.E a joint stack company as the “Lending Bank” and “Security agent”, and
European Bank for Reconstruction and Development "EBRD” and according to these contracts the
fending banks have agreed to each enter into separate agreement with the company (borrower)
to refinance part of the borrower loans from NBE,

In light of the above, the lending banks agreed to the following:

First: Commercial international_bank {CIB) -Security agent

Bank has agreed to extend the borrower facility packages for EGP 705 Million comgrising two
tranches as follows:

1. Tranche (A} faciiity not exceeding EGP 225 Million with interest rate at CBE Qvernight
offer rate plus the margin of 2% .in the form of medium loan feor the purpose of (1)
refinancing EGP 230 Miilion existing medium-term. loan provided by NBE granted to the
horrower to finafice the investment cost related to the second coal mill, @ bucket elevator
for line 1 and the bypass dust dosing system; and (2} refinancing EGP25 million of
outstanding amounts owed to the NBE by the borrower under the Egyptian poliution
abatement “EPAP".

2. Tranche (B) facility not exceeding EGP 450 million in the form of multipurpose renewable
facility available In local and foreign currencies for the purpose of financing the
company’ s working investments needs and refinaricing the company outstanding working
capital facility at NBE
Thus the company shall repay the Tranche (A) loan to the lender in (23) quarterly
unequal instalments starts from 31 December 2019 and ends -on 30 June 2025; and the
Borrowing contract obligates the company with the following securities:

« Conclude first-degree pledge on each of the facility accounts in favour of the
sender for itself and the lending banks thereon by no later than five days from the
contract date.

« Conclude in favour of the fender, for itself and on behalf of the lending banks a
first degree real-estate mortgage on the land and the buildings and other real
propetty of the borrower that are buiit thereon by no later than:six months from
the date of the issuance of the relevant power of attorney in favour of the lender
and by no later than 30 September 2019.The borrower shall add any buildings to
be added to the aforementioned mortgage. Moreover, untif the date of the
financial statements, the procedures for mortgage have not been completed for
the bank.

. Condlude in favour of the lender, for itself and on behalf of the lending banks a
first degree FDC miortgage over the tangible and intangible assets of the bofrower
including machinery and equipment, goodwill and industrial property rights
related to the borrower's assets, no later than the date faliing (1) month from the
date of the insurance of the relevant power of attorney in favour of the lender
and by po later than 30 Aprii 2019.

» Issue irrevocable powers of attorney authorizing the Lender, for itseif and on
behalf of the lending banks, to conclude and register each of the: Mortgages.
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« Endorsement of the Berrower's all-risk insurance policy/policies in favour of the
lender for itself and on behalf of the lenders in all assets in no more than (2)
weeks from the date of this agreement, covering not less than 110% of the loans
extended to the borrower by the lending banks.

« Not to distribute dividends unless the Borrower is in compliance with all financial
covenants pre and post distribution and no occurrence of the -event of default
would be caused as a result of said distribution.

« The borrower undertakes that the financial leverage ratio shall not to exceed (2)
in the financial year of 2019 and (1.5) thereafter throughout the rémaining tenor
of the facility.

+ The Borrower undertakes that the debt sérvice. ratio "DSR” shall not to fall below
(1} throughout the tenor of the facility.

+ The Borrower undertakes that the capital expenditires in excess of EGP 100m.
annually to be financed through equity injections and/or subordinated
shareholders subject to the Lenders notification and presenting a revised
Business plan. the aforementioned is subject to the Borrower's compliance with all
financial covenant for the fiscal year and will not be breach of any financial
covenants as a result of such capital expenditures,

« The Borrower undertakes that the Net financial Debt to EBITDA shall not exceed
2.5x%.

« The main shareholdér undertakes an irrevocabie and unconditional undertaking
not to waive any partion of the controlling interest that is less than 50% plus (1}
share without obtaining the bank's prior writien consent,

The Company has deducted the cost of finance for the loan contract amounting to
LE 637 500 from loan batance as of 31 December 2018 dnd-amortized during the year as
the loan represents an extension of the previous joan rather than replacement of the

griginal foan

second: European Bank for Reconstruction and Development “EBRD"

As mentioned above, a financing contract was signed with the European Bank on
3 December 2018. Under this contract, the Bank agreed to lend the company a sum of not more
than $ 25 million with interest calculated at the Six-month Libor plus @ Margin 4,35% for the
purpose of refinancing the current debtor's debt in US dollars, which was partially used for the
following purposes:

A- As a facilitation of funding for Lack of investments related to energy efficiency.
B- Financing and renewing the current cement praduction plan.

Commitments to the Loan Contract other than the guarantees and undertakings referred to above
inciude:

.The Borrower undertakes that the debt service ratio “1ISR” shall not to fali below 1:3.

_The Borrower undertakes that net bank debt shall not to fall below 2.5 times the net profit
pefore revenue, taxes, depreciation and depreciation.

-The Borrower undertakes that the net bank debt not to aexceed the (1.3) times the equity.
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The Company has deducted the cost of finance for the loan contract amountmg to USD 250 000,
equivalent to EGP 4,470,000, from the loan balance and then to be amortized later, as the loan
represents an extension of the previous ioan rather than extinguishment of the original loan.

According to the loan agreement with the European Bank, the Borrower has agreed to provide an
additional grant of no more than 17% of the costs associated with the design, supply, installation
and operation of the items to be financed and provided for in the contract or EUR 170,000
whichever is lower,

On December 17, 2018, The Company received a confirmation from Nationa! Bank Egypt that all
accounts of the Company's facilities had been closed after paying all outstanding balances.

in accordance with the previous contract with the National Bank of Egypt (NBE) dated
30 June 2013, this contract included the fact that the Borrower has 20% of the amount of
financing granted by the Bank after full-filament of several conditions which were fully met
during 2018. Thus the grant which is with total amount of EGP 13.6 million has been treated
according to the Egyptian accounting standard Number (12) by using revenue accounting for the
grant as it recoded as deferred revenues on the other credit balances and to be recorded on the
statement of profits or losses for the rernaining useful life of the related asset (Aéte‘r’native fuel
line),and the amount recorded on the statement of profits or losses for 2019 is EGP 718 742
recorded as other income and the remaining ambunt of EGP 12 218 616 recorded in other credit
balance refer to note {28)

The previous mortgage in favour of the National Bank of Egypt (NBE) has been cancelled on
company comrnercia register on February 24, 2019.

24, Trade pavables

_Foreign trade payable 341866363 ... 314 467 966
Notes payable 6 800 000
Total 678 337 746 576 797 621

25, Provisions

Balance at 1 January 2019 _ 9766137

_Additionai provisians "ECC‘Q“'Zed e 983 78T

Used during the year § N e e 0518 B e e

No longer reguired during the year -

Balance at 31 December 2019 11749924

Management annually reviews and adjusts these provisions based on the fatest developments,

discussions and agreements with the invoived parties.
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26, Other liabilities

_Dperating license AR+ 2% e e
Electricity contract 12 308 000 18 462 000 - 12 308 000
Total 12:308.000 124 681 184 - 12 308 D0OO

27. Dividends pavable

On December 1, 2019, the company's Ordinary General Assembly meeting approved the profits
distribution on the shareholders asccording to the distribatable profits for the finaricial year ended
December 31, 2018. The Ordinary General Assembly was approved by General Authority for Investment
and Free Zones {GAFI) on December 3, 2019.

In respect of the current year ended December 31, 2019, the Board of Directors proposed a dividend to
the shareholders at the Annual General Meéting according to the below table:

Net profit for the year 30099 450 233 642 343
Retained earnings at beginning of the year 133924 777 108 538 331
Distributable net profits 164 024 227 342 180674
To be distributed as follows:

Legal reserve 3 009 945 23 364 234
Profit attributable to shareholders = 178 Q07 659
Profit attribotable to empioyees - note (18) 7066 424 7 245 080
Retained earnings at end of the year 153 947 858 133 563 700

28, Creditors and other credit balances

e A A e e e e s s

__Advances from customers

45676860 52 573239
7945034 4185839
L i8111127 19836 333
63136807 58252 104
42934 058 43212 944
___Deferred Revenue - Grent (note 23) 12218616 937 358

~ Retention 5 202 664 6 404 557
Total 207 808 755 207 462 248

_Accrued expenses

_Accrued customers rebates

~Accrued taxes

__ Accrued interest

29, Financial instruments

29,1 Capital risk management
The Company manages its capital to ensure that will be able to continueé as a golng concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance.

The capital structure of the entity consists of net debt {botrowings and other liabilities, offset by
cash and bank balances (note 20) and equlty of the Company {comprising issued capital, legal

reserve and retained).
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The Company is not subject to any externally imposed capital req‘uiréments_,
Company is targeting to achieve gearing ratio range between 50% to /0% based on net debt to
equity ratio.

The gearing ratio at 31 December 2019 of 48% (see below) decreased mainly due to decreasing
in debts as a result of payments for overdraft and payment of ather liabilities.

The gearing ratio at the end of the r ting period was as follows:

Cash and bank balances (86 186 000) {164 895 878)
Net debt 570 350 779 9432 660 249
Equity {ii} 1176233 836 1331026049
Net debt to equity ratio 489 71%

258.2

29.3

(i) Debt is defined as long-and short-term borrowings and other liabilities, as detailed in
{note 23 and 26},

(il Equity includes all capital, legal reserve and retained earnings of the Company
(note 20, 21 and 22).

Significant accounting policies

Details of the significant accounting policies and methods adopted, inciuding the criteria for

recognition, the basis of measurement and the basis on which income and expenses are

recognised, in respect of each class of financial asset, financial liability and equity instrument-are

disclosed in note 2.17 Financial instruments,

Categgries of financial instru ents

Financial assets (i)

Cash and bank balances {note 19) 86 186 000 164 895 §78
Trade receivables {note 17) - B9 297 253
Other debit balances —deposits with others (note 18) 61 444 063 41 108 656
Financial liabilities {ii) _

Loans current and non-current (note 23} 582 193 478 696.892 357
Credit facilities {note 23) 62 035 301 273 674 586
Other liability {note 26} 12 308 000 136 989 184
Finance lease (note 32) 8 540 n
Trade payable {note 24} 6578 337 746 576 797 621
Creditors and other credit balances (note 48) 20528 623 14 245 713

() A total of EGP 222 million (20187 EGP 371 miliion) of other current assets does not meet the
definition of a financial asset,

(i1} A total of EGP 212 million (2017: EGP 553 million) of other current and non-current {jabilities
does not meet the definition of a financial liability.
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Financial risk_ management obiectives

In the course of its business, the Company is exposed to a number of financial risks. This note
presents the Company objectives, policies and processes for managing its financial risks and
capital, These risks include markét risk (including currency risk, and interest rate risk), credit risk
and liquidity risk. The Company seeks to minimise the effects of these risks mainly through
operationai and finance activities,

Market risk

The Company’s activities expose it primarily to the financial risks of changes in foreign currency
exchange rates (see note 29.6 below) and interest rates {see note 29,7 below).

Foreign currency risk management

The Company undertakes certain transactions denominated in foreign currencies. Hence,
exposures to exchange rate fluctuations arise. The currencies, in which these transactions
primarily are dénominated, are U.5. Dollar (USD), and Euro (EUR).

The Company's main foreign exchange risk arises from purchases of raw materiais. in foreign
currency and the USD lpans used to finance the construction of the production facility (the
Cement Plant) of the Company.

The following teble shows the carrying amounts of borrowings (EBRD loan), at the end of the
reporting period, in the major currencies in which they are issued.

Borrowings

usp | 332203478 447 000 000
Total 332293478 447 000 000

At the end of the reporting period, the carrying amounts of the Company’s major foreign
currency denomiinated monetary assets {mainly receivables and cash at banks) and monetary
liabitities (mainly foreign suppliers and due to related parties), at which the entity is exposed to
currency rate risk, are as follows:

Currency-USD 674159842 752477102 8048188 24620601
Currency-EUR 11 133 924 103 717 1 540 383

29.6.1 Foreign currency sensitivity analysis

As discussed above, the Company is mainly exposed to the U.S. Dolfar (USD), and Euro
(EUR) arising from purchases of raw materials in foreign currency and the USD loans used to
finance the construction of the production facility (the Cemant Plant) of the . Company.

The following table detalis the entity's sensitivity to a 10% increase and decrease in
EGP against the relevant foreign currencies. The (10%) is the sansitivity rate used when
reporting foreign currency risk internally to key managemeant and represeits management’s
assessment of the reasonably possible change in foreign exchange rates. The sensitivity
analysis includes only outstanding foreign currency denominated monetary items and
adjusts their translation at the period end for a 10% change in foreign currency rates.

The sensitivity ahalysis includes outstanding borrowings, cash at bank, trade receivables,
other debit balances, due to refated parties and foreign suppliers within the entity.
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A positive number below indicates an increase in profit or equity w_heré_th‘e EGP strengths
10% against the relevant currency. For @ 10% weakening of the EGP against the relevant
currency, there would be a comparable impact on the profit or equity, and the balances
below wouid be negative.

Profitorloss 66611165 = 72785650

29.7 Interest rate risk management

The Company is exposed to interest rate risk because entities in the entity borrow funds at
floating interest rates.

29.7.1 Interest rate sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates
for non-derivative Instruments at the end of the reporting period. For floating rate liabilities,
the analysis is prepared assuming the amount of liabllity outstanding at the end. of reparting
period was outstanding for the whole ‘year, A *100 basis point’ (1%) increase or decrease is
used when reporting interest rate risk internally to key management personnel and represents
management’s assessment of the reasohably possible change in interest rates,

If interest rates had been 100 basis points higher / lower and all other variables weré held
constant, the entity’s profit for the year ended 31 Decembel 2018 woulld decrease / increase
by EGP 6 442 288 million (2018: decrease / increase by EGP 9 705 671 million). This is mainly
attributabie to the entity’s exposure to interest rates on its variable rate borrowings.

29.8 Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting
in financial loss to the Company. The Company credit risk arises from transactions with
counterparties, mainly individuai customers and corporations. The Company is dealing with
creditworthy counterparties and obtaining sufficient collateral, where appropriate, as a means of
mitigating the risk of financial loss from defauits.

The Company’s exposure to credit risk is, to & great extent, infiuenced by the individual
characteristics of each customer. Risk control assesses the credit quality of the customer, taking
into account its financial position, past experience, other publicly available financial information,
its own trading records and other factors, where appropriate, as @ means of mitigating the risk of
financial loss from defaults. The entity’s exposure is continuously monitored -and the aggregate
value of transactions concluded is spread amongst approved counterparties.

Trade receivables do not consist of a large number of customers. The Company does not have
any significant credit risk exposure to any single counterparty or any Company of counterparties
having similar characteristics. The Company defines counterparties as having similar
characteristics if they are related entities.

The carrying amount of financial assets recorded in the financial statements, which is net of
impairment losses, represents the Company's maximum exposure to credit risk without taking
account of the value of any collateral, if any.
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29.9 Liguidity risk. management

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which
has established an appropriate liguidity risk management framework for the management of
the entity’s short, medium and lorig-term funding and liquidity management reguirements. The
entity manages liquidity risk by maintaining adequate reserves, banking facilities and reserve
borrowing facilities, by continuously monitoring forecast and actual cash flows and matching
the maturity profiles of financial assets and liabilities.

29,10 Fair value measurement

Management considers that the carrying amounts of financial assets and financial liabilities
recognised in the separate financial statements approximate their fair values.

30, Related party transactions

A party (a company or individual) is related to an entity if:
a) Directly, or indirectly through one or more intermediaries, the party:

i controls, is controlled by, or is under common control with, the entity (this includes
parents, subsidiaries and fetlow subsidiaries);
il Has an interest in the entity that gives it significant influenice over the entity; or
jii. Has joint control over the entity;

b) The party is an associate of the entity or a joint venture in which the entity is a venture (both
defined in EAS 43 Investments in Assoclatés and Joint Ventures);

¢) The party is a member of the key rmanagement personnel of the-entity or its parent;
d} The party is a close méember family of any individual referred to in (a) or {b);

e) The party is an entity that is controiled, jointly controlied or significantly influenced by, or which
significant voting power in such entity resides with, directly or indirectly, any individual referred
to in {a) or (b); or

fy The party is a post-employment benefit plan for the benefit of employees of the entity, or of any
entity that is related party of the entity,

During the year, entity entities entered into the following transactions. with related parties:

ACC for Maragement and Tradin .
or Menagemen recing Subsidiary Services 48610751 46122317
O I IYY A e ‘ e
Evolve Investment & Projects

Subsidiary Purchases 11165287 4 536 583

_Management Company

Subsidiaty of h
Cemaeantos La Union-5pain company Y Services - 104 486
the parent

Andalus Reliance for Minin |
ndalus Rellance for Fining Joint Venture  Purchases 42 029275

35415 416

JLompany s
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The followmg balances were outstandzng at the end of the reportang penod

Andalus Concrete Company 13153101 17 926 645 - ,
Evolve Investment & Projects Management 5 53;771 | - - N
“__ACC for Management anqi_“:rradmg Company - : - o 378 020 865 546“
uCementas La Un!on - Spa!_rﬁlmCompany N ~~ - ) 24 55&: M’Z ?5 023”
Andalus Re];ance for Mining Company | o - . 7 761 397 4 315 35_3“‘
Total 16 927 511 20 464 416 8 163 967 7 355 922

. Andalus Concrete Company purchases cement materials and products from Arabian Cement
Company, which are used for manufacturing and trading concrete and construction materials,

. ACC for Management and Trading Company renders managerial services for Arabian Cement
Company.

. Cementos La Union - Spain renders technical support services for Arabian Cement Company.
. Andalus Reliance for Mining Company supplied the raw materials for Arabian Cement Company.

Evolve Investment & Projects Management Company supplied the raw materials for Arabian Cement
Company.

31. Non-cash transactions

During the current year, the Company entered into the following non-cash investing and financing
activities, which are not, reflected in the separate statement of cash flows:

- The transfer between fixed assets and projects under construction of EGP 95 366 120 have been
eliminated.

. The transfer between amounts paid under investment to investment in subsidiary by an amount of
£GP 10 000 D00 have been eliminated.

32.lease

32.1 Ri_ght‘ of Use

Cost

Cost as of January 1, 2019 2 332460 1 225 954 3 558 414

Additions during period - - -
| Cost as of September 30, 2019 2332460 1225954 3558 414

Less:- Accumulated amortization

f:;::ﬂ:’ie;oir;omzam“ as of 1 869 298 985 594 2 854 892

Amortization for the period 449 841 240360 690 201

;:;:L:;::’;;'t:odizmwtizati"“ as of 2 319 139 1225954 3545039

Net book value December 31, 2019 13321 - 13 321
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32.2 Financial lease liability.

Einancial lease liability recognized in the statement of financial position

tease liability 8 540 -~ o .

TOTAL 8 540 - . .

* The lease interest cost duting period arrounted to EGP 18 444 (refer to note 7)

Undiscadnted contractual gbligations of finance leases

Nofonger than 1year | . 8s0 365862

tonger than 1 year and not longer than 5 years - _ 8 540
TOTAL 8 540 374 402

32.3 Impact of change in accounting policy

The effect of the chahge in accounting policy resuiting from the application of EAS 49, “Leases” on the
statement of financial position at 1 January 2019 is as follows:

_Right-of-use assets — increase - ) 703522
Lease liabilities - increase _ {342 444}
Net impact on retained earnings - 361078

33, Commitments for expenditure

The capital commitment as of December 31, 2019 amounted to EGP 1 082 000 related to fixed assets
acquisitions,

34, Tax position

Below is @ summary for the tax position of the company:

34.1 Corpgrate income tax

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 vears for 2006 to 2008 was inspected. The tax differences have been transferred to the
Committee of Dispute Resojution. The dispute was resolved in a compromise with the key fax

payer center.
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34.2

34.3

34.4

34.5

34.6

For the Year Ended December 31, 2019 3

The year for 2009 not requested for inspection.

The year for 2010 was inspected. And the Authority amended the net tax base from the
company's tax return from EGP 15.6 million to EGP LE 160 miliion. The dispute has been diverted
to Dispute Settierment Committee.

The years from 2011 till 2014 the documents and analysis for examination are under processing

The years from 2015 till 2018, the Company submits its tax return and paid due taxes on due
date and no tax inspection performed on thoge years.

Sales tax and VAT

The sales tax was Inspected and settled unitii December 2015.

The Company submits its sales tax / VAT returns for 2019 in their due dates.

Stamp tax

The Company’s books were inspected and taxes were assessed and settled until 2014,

The years for 2015/2019 have not been inspected yet.

Payroll tax

Payrolt tax was inspected and taxes were settled until 2014,

The years from 2015/2018 the documents and analysis for gxamination are undeér processing.

Real estate tax

The vaiue of real estate tax claims until 2019 under the decision of the appeal committee was
EGP 9,058,632, The company paid EGP 5 million down payment, noting that a request for
conciliation was submitted to the dispute settlement committees,

Development fee

The Company pays the due development fee for the cement produced from local clinker 6nly. The
Company has received claims for the payment of development fee différences, represented as

follows:
The development fee due and the delay penaities have beéen paid until 2014,

The Company was required to draw development fee for the years 2015/2016 for EGP 5,505,660
resuiting from the use of an imported clinker in cement production, The claim was challenged and
the work of an internal committee is being challenged. The decision of the appeal committes
issued in the favour of the company and the claim reduced to EGE 287,000

The company was required to pay fines for the unpaid amounts for cement produced from the
imported clinker for EGP 10,781,998, The claim was challenged and an internal committee is in

progress.

- The Company paid all development fees on cement produced from local clinker till
December 2019.
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34.7 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 the Commissioners Report has been issued in the
favour of the company, and no decision was issued yet. The Company submitted a complaint the

Chairman of the Technical Secretariat of the Commission for Investment Dispute Resolution.

The Company’s management did not form any provision with regard to this issue, according to its

estimate of the court ruling results which is based on its advisors’ opinion on this matter.

34.8 Withholding Tax

- The company was inspected for the years 2013/2016 and the tax has been paid.

35. Approval of financial statements

The separate financial statements were approved by the directors and authorized for issue on
February 26, 2020.

Sergio Alcantarilla Rodriguez Salvador Lopez
Chief Executive Officer Chief Financial Officer
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