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AUDITOR’S REPORT TO THE MANAGMENT OF BENI SUEF CEMENT COMPANY (S.A.E)

Report on the Financial Statements

We have audited the accompanying financial statements of Beni Suef Cement Company
(S.A.E), represented in the statement of financial position as at 31 December 2014, as well as the
statement of comprehensive income, changes in equity and cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

These financial statements are the responsibility of the Company’s Management, as Management
is responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards. Management responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error. This
responsibility also includes selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the ¢circumstances.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or etror. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting

estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufticient and appropriate to provide a
basis for our audit opinion.
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Opinion
In our opinion, the financial statements referred to above, give a true and fair view, in all material
respects, of the financial position of Beni Suef Cement Company (S.A.E) as of 31 December

2014, and of its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards.
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Beni Suef Cement Company (S.A.E)

STATEMENT OF COMPREHENSIVE INCOME
For The Year Ended 31 December 2014

2014 2013
Notes EGP?000’ EGP’000

Sales 3) 961,307 1,342,454
Cost of sales 1G] (829,614) (941,562)
Gross profit 131,693 400,892
Other operating income 5,685 6,659
Administrative, selling and marketing expenses (3) (62,737) (55,055)
Other operating expenses (6) (24,655) (3,526)
Provisions . (527)
Provisions no longer required (18) 322 5,000
Operating profit 50,308 353,443
Finance costs N (65,538) (70,264)
Finance income 1,174 10,589
Foreign exchange differences 11,122 4,994
(Losses) / Profits before tax (2,934) 298,762
Current income tax expense (8) - (83,927)
Deferred tax (expense) / income (8) (26,965) 7,888
(Losses) / profits for the year (29,899) 222,723
Other Comprehensive income - -
Total comprehensive (Loss) income for the year, net of tax (29,899} 222,723

- The accompanying notes from (1) to {33) are an integral part of these financial statements.
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Beni Suef Cement Company (S.A.E)

STATEMENT OF FINANCIAL POSITION
At 31 December 2014

Notes 2014 2013
EGP’000° EGP’000’

Assets
Non-current assets
Property, plant and equipment (9) 2,175,284 2,208,522
Construction in progress (10 130,806 47,654
Intangible assets (1n 83,603 86,355
Total non-current assets 2,389,693 2,342,531
Current assets
Inventories (12) 325,493 168,357
Accounts receivable (13) - -
Due from reiated parties (14a) 128,019 61,869
Prepayments and other receivables (15) 138,527 86,569
Cash and bank (16) 68,550 32,479
Total current assets 660,589 349,274
Total assets 3,050,282 2,691,805
Equity and liabilities
Equity
[ssued capital (17 520,000 520,000
Legal reserve 98,543 89,027
Retained eamings 328,925 283,026
{Losses) / Profits for the year (29,899) 222,723
Assets revaluation reserve 461,106 509,858
Total equity 1,378,675 1,624,634
Non-current liabilities
Provisions (18) 5,719 6,313
Credit facility (19) 390,000 29,879
Noncurrent portion of term instaiments (20) - 6,377
Noncurrent portion of term loan @n - 33,122
Deferred tax liability (8) 478,092 397,787
Total non-current liabilities 873,811 473,478
Current liabilities
Trade payables (22) 122,228 79,023
Notes payable 4,735 9,457
Advances from customers 112,622 84,705
Accrued expenses and other payables (23) 63,618 89,191
Income tax payable 2,362 66,598
Current portion of term instaliments (20) 6,377 12,753
Loan payable — parent (24) 414,000 207,601
Current portion of term loan 2n 29,796 33,122
Dividends payable 713 713
Due to related parties (14b}) 41,345 10,530
Total current liabilities 797,796 593,693
Total equity and liabilities 2,691,805

Y A

Chief Financial Officer AWMH

- The accompanying notes from (1) to (33) are an integral part of these financial statements.
- Auditor’s report attached

<
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Beni Suef Cement Company (S.A.E)

STATEMENT OF CASH FLOWS
For Year Ended 31 December 2014

Notes
Operating activities

(Losses) / Profits before tax

Non-cash adjustments to reconcile profit before tax to net cash flows
Depreciation of property, plant and equipment (9)
Amortization of intangible assets (1)
Finance costs (N
Finance income

Provisions charged

Provisions no longer required 8
Movement in provisions for slow moving inventory (12
Unrealized forex

Working capital adjustments :

Change in restricted cash

Change in inventories

Change in due from related parties

Change in prepayments and other receivables
Change in trade payable

Change in Notes payable

Change in advances from customers

Change in accrued expenses and other payables
Change in due to related parties

Provisions used (18)
Interest received

Income tax paid (8)
Net cash flows (used in) from operating activities

Investing activities

Payments to acquire construction in progress (1)
Receipt of loan receivable — Parent

Net cash flows (used in) from investing activities

Financing activities

Dividends paid {31}
Change in credit facilities

Settlement of term instalments and term loan

Receipt of loan payable — Parent

Interest paid

Net cash flows from (used in) financing activates

Net increase (decrease) in cash and cash equivalents

Unrealized forex

Cash and cash equivalent at 1 January

Cash and cash equivalent at 31 December 2014 (16)

For the purpose of preparing the statement of cash flow, the cash and cash equivalent comprise of the following:

Note
Cash on hand and at banks (16)
Less:
Reserved Time deposits (16)

- TI'he accompanying notes from (1) to (33) are an integral part of these financial statements.

2014 2013
EGP'000’ EGP*000"
(2,934) 298,762
69,780 69,255
3972 3,855
65,538 70,264
(1,174) (10.589)
- 527
322) {5,000)
124 (310)
(13,460) {(6.292)
121,524 420,472
(19,343) (6,697)
(157,260) (42,106)
(66,150) (21,082)
(52,712) 15,869
43,205 26,770
(4,722) 8.015
27917 (49,325)
(24,936) 11,682
8,105 4,996
(124,372) 368,594
@71 -
1,174 23473
(63,482) (78.940)
(186,952) 313,127
(120,914) (51.620)
. 236,840
{120,914) 185,220
(162,720) (166,289)
360,121 (458,121)
(49,201) (57.418)
206,399 207.601
(43 ,465) (69,710)
311,134 (583,937)
3,268 (85,590)
13,460 6,292
24,360 103,658
41,088 24,360
2014 2013
EGP’000° EGP 000"
68,550 32.479
(27,462) (8,119)
41,088 24,360

=



Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

I CORPORATE INFORMATION

Beni Suef Cement Company was established in accordance with the decree of the Egyptian Minister of the
General Public Business Sector No. 76/1993 dated 19 October 1993 as an Egyptian joint stock Company wholly

owned by the Mining and Refractories Company under the provisions of the Egyptian Public Business Sector Law
No. 203 of 1991 and its executive regulation.

The Company was registered in the commercial registry on 3 January 1994 and has started actual production on 30
June 1994,

According to the privatization program of the General Public Business Sector Companies implemented by the

Egyptian government, the Company was privatized through the acquisition of 76% of the Company’s shares by a
foreign major investor on 12 July 1999.

The foreign investment’s share has increased to 95% of the Company’s shares on 31 December 2000,

An Extraordinary General Assembly Meeting of the Company was held on 29 August 1999 and decided the
conciliation of the Company in accordance with Law No. 159 of 1981 and its executive regulation and the capital
market Law No, 95 of 1992 and its executive regulation.

The purpose of the Company is the production of cement and all other building materials such as lime stone,
concrete units, ready-made concrete and other building materials, marketing and selling these products and any
other raw materials inside and outside Egypt, and the production of cement bags and others to pack the cement
produced and other raw materials and building materials and their transport. The Company may also acquire or
operate cement silos and import all the cement production materials, paper bags and spare parts of vehicles and
equipment necessary for operating its business and operate and use all types of quarries.

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES

2-1  Basis of preparation
The financial statements are prepared in Egyptian pound in accordance with the International Financial
Reporting Standards, the historical cost basis and the going concemn basis.
The financial statements were approved by the management on 19 January 2015,

2-2  Changes in accounting policies

The accounting policies adopted are consistent with those used in the previous year, except for the adoption
of new standards and interpretations effective as of | January 2014:

New and revised Accounting Standards and Interpretations
Standards and amendments effective as of 1 January 2014:

e Investment Entities — Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12 Disclosure
of Interests in other Entities and IAS 27 Separate Financial Statements.

s  Offsetting Financial Assets and Financial Liabilities — Amendments to [AS 32 Financial [nstruments:
Presentation.

s Recoverable Amount Disclosures for Non-Financial Assets -— Amendments to IAS 36 Impairment of
Assets

«  Novation of Derivatives and Continuation of Hedge Accounting — Amendments to IAS 39 Financial
Instruments: Recognition and Measurement

e Improvements to [FRSs —2010-2012 Cycle: Amendments to IFRS 13 - Short-term receivables and
payables

s Improvements to IFRSs — 2011-2013 Cycle: Amendments to IFRS 1 — Meaning of ‘effective IFRSs’

s [FRIC 21 Levies

Not all of these standards and amendments impact the company’s separate financial statements, 1f a standard

or amendments affect the company, it is described together with the impact in note 2 to these financial
statemments.




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES - CONTINUED
2-3  Accounting Judgments, Estimates and Assumptions

The preparation of the Company's financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the reperting date. However, uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the carrying amount of the asset or liability affected
in the future.

In the process of applying the Company’s accounting policies, management has made the following judgments,
which have the most significant effect on the amounts recognized in the financial statements:

Taxes

Uncertainties exist with respect to the interpretation of complex tax regulations and the amount and timing of future
taxable income. Given the wide range of international business relationships and the long-term nature and
complexity of existing contractual agreements, differences arising between the actual results and the assumptions
made, or future changes to such assumptions, could necessitate future adjustments to tax income and expense already
recorded. The Company establishes provisions, based on reasonable estimates, for possible consequences of audits
by the tax authorities of the respective counties in which it operates, The amount of such provisions is based on
various factors, such as experience of previous tax audits and differing interpretations of tax regulations by the
taxable entity and the responsible tax authority. Such differences of interpretation may arise on a wide variety of
issues depending on the conditions prevailing in the respective company’s domicile.

2-4  Foreign currency translation

The financial statements are presented in Egyptian Pounds which is the Company's functional and presentation
currency. Transactions in foreign currencies during the year are initially recorded at the functional currency rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
translated at the functional currency rate of exchange ruling at the reporting date. All differences are taken to
income statement.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactions.

2-5 Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and
the revenue can be reliably measured. Revenue is measured at the fair value of the consideration received,
excluding discounts, rebates, and sales taxes or duty,

The following specific recognition criteria must also be met before revenue is recognized:-

Sale of goods
Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the goods
have passed to the buyer, usually on delivery of the goods.

Interest income

For all financial instruments measured at amortized cost and interest bearing financial assets classified as
available-for-sale, interest income or expense is recorded using the effective interest rate (EIR), which is the rate
that exactly discounts the estimated future cash payments or receipts through the expected life of the financial
instrument or a shorter period, where appropriate, to the net carrying amount of the financial asset or liability.
Interest income is included in finance income in the income statement.

Dividends
Revenue is recognized when the Company’s right to receive the payment is established.




Beni Suef Cement Company (S.AE)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES - CONTINUED

2-6  Taxes

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those
that are enacted or substantively enacted, by the reporting date, in the countries where the Company operates and
generates taxable income,

Deferred income tax

Deferred tax is provided using the liability method on temporary differences at the reporting date between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

- In respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in
Joint ventures, where the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax fosses can be utilized except:

- Where the deferred tax asset relating to the deductible temporary difference arises from the initial recognition of an
asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss

- In respect of deductible temporary differences associated with investments in subsidiaries, associates and interests
in joint ventures, deferred tax assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the temporary
differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be
utilized. Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to the extent that it
has become probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is
realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at
the reporting date.

Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss. Deferred tax items
are recognized in correlation to the underlying transaction either in other comprehensive income or directly in equity.
Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current tax

assets against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES - CONTINUED
2-7  Property, plant and equipment and depreciation

Vehicles, furniture and office equipment and tools are stated at cost, net of accumulated depreciation and/or
accumulated impairment losses, if any. Such cost includes the cost of replacing part of the vehicles, furniture and
office equipment and tools when that cost is incurred, if the recognition criteria are met.

Depreciation is computed using the straight-line method according to the estimated useful life of the asset as follows:

Years
Buildings Up to 44 years
Machinery and equipment Up to 40 years
Vehicles 510 15 years
Fumiture and office equipment 3 to 10 years
Tools 5 years

Revaluation surplus resulted from revaluation on May 2008 is credited to the assets revaluation reserve included in
the equity section of the statement of financial position, except to the extent that it reverses a revaluation decrease of
the same asset previously recognized in the income statement, in which case the increase is recognized in the income
statement, A revaluation deficit is recognized in the income statement, except to the extent that it offsets an existing
surplus on the same asset recognized in the asset revaluation reserve.

An annual transfer from the asset revaluation reverses to retained eamings is made for the difference between
depreciation based on the revaluated carrying amount of the assets and depreciation based on the assets original cost.
Additionally, accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of
the asset and the net amount is restated to the revaluated amount of the asset. Upon disposal, any revaluation reserve
relating to the particular asset being sold is transferred to retained earnings.

An item of property, plant and equipment and any significant part initially recognized is derecognized upon disposal
or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is
included in the income statement when the asset is derecognized.

2-8 Constructions in progress

Constructions in progress represent the amounts that are paid for the purpose of constructing or purchasing fixed
assets until it is ready to be used in the operation, upon which it is transferred to fixed assets. Constructions in
progress are valued at cost less impairment.

2-9 intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is its fair value as at the date of acquisition.

After initial recognition, intangible assets are carried at cost less any accumulated amortization and any
accumulated impairment losses.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortization period and the
amortization method for an intangible asset with a finite useful life is reviewed at least at each financial year end.

Intangible assets represent the computer programs, the related licenses and research and studies and are amortized
using the straight-line method over their estimated useful life (5 years).




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES - CONTINUED
2-10 Inventories
Inventories are valued at the lower of cost and net realizable value,

Costs incurred in bringing each product to its present location and conditions are accounted for as follows:

a) Raw materials: purchase cost on a moving average basis.

b) Finished products: cost of direct materials and labour and a proportion of manufacturing
overheads based on normal operating capacity but excluding borrowing costs.

c) Work in process: at cost of production of the latest completed phase based on the costing sheets.

d) Spare parts and supplies: purchase cost on a moving average basis.

Net realizable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale.

The amount of any write down of inventories to net realizable value and all losses of inventories shall be
recognized in cost of sales in the income statement in the period the write down or loss occurs. The amount of any
reversal of any write down of inventories, arising from an increase in net realizable value, shall be recognized as
reduction of cost of sales in the income statement in the period in which the reversal occurs

2-11 Accounts receivable

Accounts receivable are non- derivative financial assets with fixed or determinable payments that are not quoted
in an active market,

After initial recognition, accounts receivable are carried at amortized cost using the effective interest method less
allowance for any uncollectible amounts. An estimate for doubtful debts is made when collection of the full
amount is no tonger probable. Bad debts are written off when there is no possibility of recovery.

2-12 Accounts payable and accruals

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the
supplier or not.

2-13 Impairment of assets

. Impairment of financial assets

The Company assesses at each balance sheet date whether there is any objective evidence that a financial asset or
a group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if,
and only if, there is objective evidence of impairment as a result of one or more events that has occurred after the
initial recognition of the asset and has an impact on the estimated future cash flows of the financial asset or the
Company of financial assets that can be reliably estimated.

. Impairment of non financial assets

The Company assesses at each balance sheet date whether there is an indication that an asset may be impaired.
Where the carrying amount of an asset or cash-generating unit’s (CGU) exceeds its recoverable amount, the asset
is considered impaired and is written down to its recoverable amount. Impairment losses are recognized in the
statement of income.

A previously recognized impairment loss is only reversed if there has been a change in the assumptions used to
determine the asset’s recoverable amount since the last impairment loss was recognized. The reversal is limited so
that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount that
would have been determined, net of depreciation, had no impairment loss been recognized for the asset in prior
years. Such reversal is recognized in the statement of income.

A previously recognized impairment loss is reversed when there is a change in the recoverable amount of the asset
to the extent of the previously recognized loss.




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES - CONTINUED

2-14  Lease
Operating lease payments are recognized as an expense in profit or loss on a straight line basis over the lease term.
2-15 Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where the Company expects some
or all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised
as a separate asset but only when the reimbursement is virtually certain, The expense relating to any provision is
presented in the income statement net of any reimbursement. 1f the effect of the time value of money is material,
provisions are discounted using a current pre-tax rate that reflects, where appropriate, the risks specific to the
liability. Where discounting is used, the increase in the provision due to the passage of time is recognized as a
finance cost.

2-16 Legal reserve

According to the Company’s article of association, 3% of the net profits of the year are to be transferred to the
legal reserve until this reserve reaches 50 % of the issued capital. The reserve is used upon a decision from the
general assembly meeting based on the proposal of the board of directors.

2-17 Borrowing

Borrowings are initially recognized at the value of the consideration received. Amounts maturing within one year
are classified as current liabilities, unless the Company has the right to postpone the settlement for a year
exceeding twelve months after the financial position date, then the loan balance should be classified as non -
current liabilities.

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortized cost using
the effective interest rate method, Gains and losses are recognized in the income statement when the liabilities are
derecognized as well as through the effective interest rate method amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fee or costs that
are an integral part of the effective interest rate. The effective interest rate amortization is included in finance cost
in the income statement.

2-18 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily
takes a substantial period of time to get ready for its intended use or sale are capitalized as part of the cost of the
respective assets. All other borrowing costs are expensed in the period they occur. Borrowing costs consist of
interest and other costs that an entity incurs in connection with the borrowing of funds.

2-19 Expenses

All expenses including cost of sales, general and administrative expenses and other expenses are recognized and
charged to the statement of income in the financial period in which these expenses were incurred.

2-20 Related party transactions
Related party transactions performed by the Company within its normal business transactions are recorded based
on the conditions set by the Board of Directors.

-1 Cash and cash equivalent

Cash and cash equivalent in the statement of financial position comprise cash at banks and on hand and short-term
deposits with an original maturity of three months or less.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash in hand, bank balances,
short-term deposits with a remaining maturity of three months less restricted time deposits.

13



Beni Suef Cement Company (S.A.E)

NOTES TQ THE FINANCIAL STATEMENTS
At 31 December 2014

3 SALES

2014 2013

EGP’000° EGP'000’

Cement sales (domestic) 934,285 1,431,315
Clinker sales (domestic) 70,924 26,445
Rebate (63,902) (115,306)
961,307 1,342,454

4 COST OF SALES

2014 2013

EGP'000’ EGP’000°

Variable cost 503,174 611,537
Fixed cost 120,508 123,644
Inventory production cost change (other production cost) (3,266) (13,313)
Packing cost 64,799 92,849
Depreciation of property, plant and equipment (Note 9) 68,535 67,933
Distribution costs 4,815 32,240
Cost of purchased clinker 70,925 26,445
Provision for Slow moving inventory 124 227
829,614 941,562

5 ADMINISTRATIVE, SELLING AND MARKETING EXPENSES

2014 2013

EGP’ 000’ EGP'000’

Administrative expenses 53,914 46,780
Amortization of intangible assets {Note 11) 3,972 3,855
Selling and marketing expenses 3,606 3,098
Depreciation of property, plant and equipment (Note 9} 1,245 1,322
62,737 55,055




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

6 OTHER OPERATING EXPENSES
2014 2013
EGP’000° EGP'000°
Usufruct land cost * 7,162 -
Interest on delayed development fees * 7,107 -
Development fees expenses* 4,515 -
Staff severance cost 2,134 -
Write-off irrecoverable debts 2,012 -
Others 1,725 3,526
24,655 3,526

* During the fourth quarter of the year 2014, the company received a claim from Beni Suef Governorate
concerning unpaid usufruct land cost for the period from 15 July 2008 till 14 July 2011 amounting to EGP 4,650
thousands in addition to delay charges of EGP 2,512 thousands with total amount of EGP 7,162 thousands.

* Interest on delayed development fees represents interest on delayed development fees due to Beni Suef
Governorate of EGP 2 for each produced cement ton for the period from 2002 till March 2013 calculated at 10%
average on the delayed instalments.

* Development fees expenses represents clay fees on imported clinker due to Tax Authority for the period from
May 2008 till 31 December 2013. During the third quarter of 2014, the company received appeal committee
decision which stated that the company shall pay clay fees on imported clinker amounting to total EGP 6,186
thousands, which represents an amount Of EGP 4,515 thousands for the period from May 2008 tili 31 December
2013 and an amount of EGP 1,671thousand for the period from lJanuary 2014 included under variable cost in
cost of sales.

7 FINANCE COSTS
2014 2013
EGP 004 EGP000°
Interest on loan payable to parent 22,710 1,510
Interest on credit facility 30,144 47,323
Interest on term loan 1,563 2,615
Interest on term instaiments 899 2,291
Bank charges 10,222 16,523
65,538 70,264




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

8 INCOME TAX

The major components of income tax expense for the year ended 31 December 2014 and 2013 are:

2014 2013
EGP’ 000’ EGP’000°
Current income tax expense - 83,927
Deferred tax (income) expense 26,965 (7,888)
26,965 76,039

Income tax payable movement is as follows:
2014 2013
EGP'000° EGP’000’
Beginning balance 66,598 61,611
Current income tax expense - 83,927
Income taxes paid (63,482) (78,940)
Withholding tax receivable settlement (754) -
Ending balance 2,362 66,598

Reconciliation between tax expense and the accounting profit multiplied by effective tax rate for the year ended
31 December 2014 and 2013 is as follows:

2014 2013

EGP 000’ EGP’000°

(Losses) / profits before income taxes- local books (23,434) 248,994

Add/subtract the tax effect of below items:

Depreciation and amortization (2,888) 17,931

Provisions (470) (4,783)

Others (9,798) (11,056)

Taxable {losses) / income (36,590} 251,086

Income taxes for the year - 2521% 62,770

Carry forward losses 36,590 -

Prior year tax expenses - 21,157

Total income tax - 83,927

DEFERRED TAX
Statement of financial position Income statement Statement of changes in equity

2014 2013 2014 2013 2014 2013
EGP'009’ EGP’000’ EGP’000° EGP*000° EGP 000’ EGP*000’
Revaluation reserve {200,484) (167,608) 20,464 5,283 {53,340} -
Depreciation and amortization (292,052) (233,186) (58,866) 3,801 - -
Provisions 3,467 3,007 460 {1,19a) - -
Carry forward losses 10,977 - 10,977 - - -
Net deferred tax (liability) (478,092) (397,787) (26,965) 7,888 (53.340) -
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Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 3] December 2014

10 CONSTRUCTION IN PROGRESS

At | January

Additions

Transferred to property, plant and equipment (Note 9)
Transferred to intangible assets (Note 11)

Ending balance

11 INTANGIBLE ASSETS

Intangible assets represent the computer programs and the related licenses as follows:

Cost
At | January

Transfer from construction in progress (Note 10)
Ending balance

Accumulated amortization
At | January

Amortization
Ending balance
Net book value

12 INVENTORIES

Spare parts and supplies

Work in process

Raw materials

Goods in transit

Consignment goods with others
Finished goods

Consumable stores

Packing materials

l.ess: Decline in value of spare parts
Total book value

Movements in decline in value of spare parts were as follows;

Beginning balance
Charge for the year

Reverse of provisions for slow moving inventory
As of 31 December

2014 2013
EGP 000’ EGP 000’
47,654 23,325
120,914 51,620
(36,542) (23,303)
(1,220) (3,988)
130,806 47,654
2014 2013
EGP ‘000’ EGP ‘000
108,930 104,942
1,220 3,988
110,150 108,930
22,575 18,720
3,972 3,855
26,547 22,575
83,603 86,355
2014 2013
EGP 000’ EGP ‘000’
138,745 103,281
22,963 23,136
26,677 3,117
17,098 14,253
18,813 9,972
18,500 10,114
86,559 4,778
1,977 5,421
331,332 174,072
(5,839) (5,715)
325,493 168,357
2014 2013
EGP ‘000’ EGP ‘000
5,715 6,025
124 -
. (310)
5,839 5,715




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

13 ACCOUNTS RECEIVABLE

Accounts receivable
Less: impairment of accounts receivable

14 DUE FROM RELATED PARTIES

A) DUE FROM RELATED PARTIES

Alexandria Portland Cement Company (5.A.E)
Titan Beton & Aggregates Egypt Current account
East Cement Current account
Antea Current account

Current account

B) DUE TO RELATED PARTIES

Current account
Interest payable

Titan Cement Company S.A
Alexandria Portland Cement Company (S.A.E)

15 PREPAYMENTS AND OTHER RECEIVABLES

Advances to suppliers

Deposits with others

Employees’ loans and personal advances *
Customs Authority

Tax Authority- Sales tax

Other debtors

Prepaid expenses

Tax Authority- withholding tax

2014 2013
EGP ‘000’ EGP ‘000’
31 31
3D G
2014 2013
EGP ‘00¢" EGP 000"
123,350 57,406
3,109 2,867
1,560 1,560
- 36
128,019 61,869
2014 2013
EGP “000° EGP 000’
17,125 9,020
24,220 1,510
41,345 10,530
2014 2013
EGP ‘000’ EGP ‘000
50,117 19,197
36,859 37,113
24,898 8,542
8,216 4,683
9,398 6,801
2,819 4,864
4,714 4,615
1,506 754
138,527 86,569

* Employees’ loans and personal advances includes loans to employees of EGP 24,523 thousands that will be settled
against future profit sharing in accordance with Board of Directors resolution and Annual General Meeting held on

30 April 2014.




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

16 CASH AND BANK

2014 2013
EGP ‘000’ EGP ‘000
a) Egyptian pound

Cash at banks- current accounts 40,200 21,148
40,200 21,148

b) Foreign currency
Cash at banks- current accounts 888 3,212
838 3,212
Cash and cash equivalent 41,088 24,360
Reserved deposits and cash margin (note 26) 27,462 8,119
68,550 32,479

17 ISSUED CAPITAL

The Company’s autherized capital amounts to EGP 1 billion, while the Company’s issued and paid up capital
amounts to EGP 520 million divided over 52 million shares of par value EGP 10 each as follows:

% of No. of Value
ownership Shares EGP
‘000’ 000
Alexandria Portland Cement Company (S.A.E) 99.598 51999 519,950
lapetos Limited 0.00192 1,000 1,000
Titan Egyptian Investment Limited 0.00002 10 10
100.00 52000 520,000
18 PROVISIONS
Balance as of Used during the No longer Balance as of
I January 2014 year required 31 December 2014
EGP’000’ EGP’000° EGP 000 EGP’000°
Provision for litigation 4,853 - - 4,853
Provision for other claims 1,460 (272) (322) 866
6,313 (272) (322) 5,719
19 CREDIT FACILITY
Interest rate 2014 2013
Average of EGP ‘000’ EGP ‘000’
Credit facility CAIBOR+1% 390,000 -
Credit facility in USD CBE rate+1.25% - 29,879
390,000 29,879

According to the credit facility agreement signed on 12 June 2008, the Company had obtained a revolving credit
facility from HSBC (Mandated Lead Arranger & Facility Agent), QNB- Al Ahli Bank and Piraues Bank to be repaid
after five years from the signing date of the agreement, On January 2013, the company has renewed the credit
facility agreement whereby all parties agreed to reduce the facility ceiling from EGP 700 Million to EGP 670

Million and to be repaid within five years from the signing date of the renewal agreement; accordingly, it is recorded
under noncurrent liabilities,




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

20 TERM INSTALLMENTS

On 19 July 2009, the Company entered in a new agreement with the Egyptian Electricity Transmission Company to
install new power transformers stations needed to supply electricity to the second line expansion project of the plant
amounted to EGP 75,020 thousands, the Company has paid EGP 11,233 thousands and the remaining balance
amounting to EGP 63,767 thousands will be paid over 10 semi-annually instalments with an annual interest rate to
be calculated according to the loan interest rate announced by the Central Bank of Egypt at the due date of each
instalment. The outstanding balance as of 31 December 2014 amounted to EGP 6,377 thousands (exclusive interest).

Current portion

Non-current portion

2014 2013 2014 2013
EGP ‘000’ EGP *000° EGP 000’ EGP 000’
Balance 6,377 12,753 - 6,377

21 TERM LOAN

On 9 September 1992, the Company obtained a term loan amounting to JPY 10,253,894,440 from Mitsubishi Bank,
to be repaid over 28 semi-annual instaiments starting 20 June 2002 till 20 December 2015 with an annual interest

rate of 2.7%.

The loan balance as of 31 December 2014 amounted to EGP 29,796 thousands (exclusive interest) as follows:

Current portion

Non-current portion

2014 2013 2014 2013
EGP ‘000’ EGP *000° EGP ‘000° EGP 000’
Balance 29,796 33,122 - 33,122
22  TRADE PAYABLES
2014 2013
EGP <000° EGP ‘000’
Trade payables - Egyptian pounds 117,871 77,313
Trade payables - Foreign currencies 4,357 1,710
122,228 79,023
23 ACCRUED EXPENSES AND OTHER PAYABLES
2014 2013
EGP ‘000’ EGP *000°
Accrued development fees 8,045 8,576
Accrued other expenses 21,163 25,924
Tax authority- sales tax 11,798 10,768
Tax authority- withholding tax 2,297 5,399
Tax authority- payroll tax 442 403
Tax authority- stamp tax 47 47
Tax authority- Others 1,902 1,902
Accrued electricity cost 7,789 5,879
Accrued employees bonus 7,322 7,263
Accrued interest payable 326 963
Retention from others 509 889
Social insurance authority 350 295
Accrued employees’ salaries 19 -
Accrued gas cost - 18,294
Acerued vehicles and trucks rent 808 1,982
Other credit balances 801 607
63,618 89,191




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

24 LOAN PAYABLE - PARENT

On 30 June 2013, the company obtained an intercompany revolving loan from Alexandria Portland Cement
Company amounting to EGP 400 Million with an interest rate on the drawn amounts to be calculated based on
Commercial banks interest rate on deposits plus 0.5% and to be repaid within one year from the contract date. On 30
June 2014, the company has signed a loan extension agreement whereby the two parties agreed to extend the
settlement term at which the loan will be repaid within one year from the date of the amended contract; accordingly,
it is recorded under current liabilities. On 31 December 2014, the two parties agreed to raise the revolving loan

celling to EGP 500 Miilion. The loan balance as of 31 December 2014 is EGP 414,000 thousands (excluding
interest).

25 PURCHASE COMMITMENTS

Current portion From Ito 5  More than 3 Total
years years
EGP’ 000 EGP’000° EGP’000’ EGP00¢°
Future purchase commitments:
Gas supply 569,603 2,848,017 3,654,955 7,072,575

The purchase commitment amounting to EGP 7,072,575 thousands represents the minimum gas purchase quantity as
per the contract agreement between the gas supplier and the Company.

26 CONTINGENT LIABILITIES

The Company contingent liabilities represents bank guarantees resulted from the Company activities, accordingly, the
Company contingent liabilities has reached EGP 278,462 thousands as 31 December 2014 against restricted deposits
amounting to EGP 25,512 thousands and letter of guarantee cash margin amounting to EGP 1,950 thousands of total
EGP 27,462 thousands {(Note 16) as shown below:

Amount in currency Equivalentin  Cash margin  Restricted deposits

000 EGP’000" EGP'000° EGP ‘000’

HSBC 1,000 1,000 1,000 -
Arab African Int” Bank 25,512 25,512 - 25,512
Qatar National Bank- Al Ahli 950 950 950 -
CIB 251,000 251,000 - -
278,462 1,950 25,512




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

27 TAX SITUATION

a) Corporate tax
The Company enjoyed a tax holiday for ten years ended on 30 June 2004.

The Company records were inspected and settled for the years 2005 and 2006.

The Company records were inspected for the years 2007, 2008 and some disputes were transferred to the
internal committee,

No tax inspection took place for the Company’s records for the years 2009 up till 2014,

b)  Sales taxes
The Company records were inspected till the years 2012 and the taxes due were paid.

No tax inspection took place for the Company’s records for the years 2013 and 2014.

c) Salary taxes
The Company records were inspected from inception up to the year 2004 and all taxes due were paid.

The Company records are under inspection for the years 2005 till 2007,
No tax inspection took place for the Company’s recerds for the years from 2008 up till 2014,

d) Stamp duty taxes
The Company records were inspected till the year 2005 and the taxes due were paid.

Neo tax inspection took place for the Company’s records for the years 2006 up till 2014,

28 MATERIAL LEGAL CASES

- The Nile Organization has raised a court case against the Company claiming compensation amounting to LE
300,000,000 for the harms resulted from the Company’s use of the quarries land. The Company’s legal advisor
believes that the likelihood of the Company winning this case is probable.

- In 28 October 2007, the Company obtained extension license for the second production line for LE 134,500,000
through an auction made by the Trading and Industrial Ministry. The Industrial Development General Authority
subsequently raised the license value to LE 251,000,000 whereas the Company in return has raised a court case
against the Industrial Development General Authority to safeguard its right in the license. The Company’s legal
advisor believes that the likelihood of the Company winning this case is probable.

- Legal cases were filed against the company, seeking the revocation of the implementation of the decision of the
Ministerial Privatization Committee of Egypt taken in the year 1998 regarding the sale of company's shares to
Financiere Lafarge through a public auction. On 15 February 2014, a court decree dismissed the privatization law-
suit raised against the company. According to the External Lawyer Letter, the decree affirmed the sale of the shares
of Beni Suef Cement Company to Financiere Lafarge Company.




Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

29 FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company’s financial instruments are represented in financial assets and financial liabilities. The financial assets
include cash and cash equivalent, trade receivable and other receivables, due from related parties. The financial
liabilities include accounts payable, credit facilities, Term loans and installments, accrued expenses, other payables
and due to related parties,

The significant accounting policies applied for the recognition and measurement of the above mentioned financial

assets and liabilities and the related income and expenses are included in note (2) of these notes to the financial
statements.

The carrying amounts of the financial assets and liabilities referred to in note (2) above are not materially different
from their fair values.

30 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s principal financial liabilities comprise Interest bearing loans and borrowings, credit facilities and trade
and notes payabies. The main purpose of these financial liabilities is to raise finance for the Company’s operations. The
Company has various financial assets such as Accounts receivable and cash and short-term deposits, which arise
directly from its operations.

The Company’s is exposed to market risk, interest rate risk, liquidity risk, foreign currency risk and credit risk.

The Board of Directors reviews and agrees policies for managing each of these risks which are summarized below:

-Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes
in market prices, Market prices comprise two types of risk: interest rate risk and currency risk, such as equity risk.
Financial instruments affected by market risk include interest bearing loans and borrowings and short-term deposits.

- Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The Company’s exposure to the risk of changes in market interest rates relates
primarily to the Company’s long-term debt obligations with floating interest rates.

The Company’s policy is to manage its interest cost using a mix of fixed and variable rate debts. The Company
monitors the maturity structure of assets and liabilities with the related interest rates.

- Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates. The Company’s exposure to the risk of changes in foreign exchange rates relates
primarily to the Company’s operating activities (when revenue or expense are denominated in a different currency from
the Group’s functional currency)

The total financial assets denominated in foreign currencies amount to EGP 907 thousands, wheteas, the total financial
liabilities denominated in foreign currencies amount to EGP 51,379 thousands.

- Credit risk
Credit risk is the risk that counterparty will not meet its obligation under a financial instrument of customer contract,

leading to a financial loss. The Company is exposed to credit risk from its operating activities and from its financing
activities, including deposits with banks as follows:

2014 2013

EGP 000 EGP ‘000’

Due from related parties 128,019 61,869
Cash and cash equivalent 68,550 32,479
Other receivables 138,527 86,569
335,096 180,917

24



Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
A1 31 December 2014

30 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES —~ CONTINUED

Credit risks related to Due from related parties:
Due from related parties is within minimal credit risk.

Credit risks related to financial instruments and cash deposits:

Credit risk from balances with banks and financial institutions is managed by Company’s treasury in accordance with
the Company’s policy.

The Company seeks to limit its credit risk with respect to banks by only dealing with reputable banks.

Credit risks related to other receivables:
Outstanding other receivables are regularly monitored by the company’s management.

- Liquidity risk
The Company monitors its risk to a shortage of funds using a recurring liquidity planning tool,
The Company’s objective is to maintain a balance between continuity of funding and flexibility through the use of

credit facilities, interest bearing loans and finance leases.

The table below summarizes the maturity profile of the Company’s undiscounted financial liabilities at 31 December
2014 based on contractual {undiscounted) payments:

Less than 6to 12 Ito§ > 5 years
6 months months Years

Total

EGP'000’ EGP 000’ EGP600’ EGP 000’ EGP000’

Year ended 31 December 2014:

Credit facility - - 390,000 - 390,000
Term loans - 29,796 - - 29,796
Term Instalments 6,377 - - - 6,377
Trade payables 122,228 - - - 122,228
Accrued expenses and other payable 63,618 - - - 63,618
Advances from customers 112,622 - - - 112,622
Due to related parties 41,345 - - - 41,345
[.oan payabie — Parent 414,000 - - - 414,000
760,190 29,796 390,000 - 1,179,986
Year ended 31 December 2013;
Credit facility - - 29,879 - 29,879
Term loans - 33,122 33,122 - 66,244
Term Instalments 6,377 6,376 6,377 - 19,130
Trade payables 79,023 - - - 79,023
Accrued expenses and other payable 88,241 - - - 88,241
Advances from customers 84,705 - - - 84,705
Due to related parties 10,530 - - - 10,530
Loan payable — Parent 207,601 - - - 207,601
476,477 39,498 69,378 - 585,353

31 DIVIDENDS

In accordance with the resolution of the Annual General Assembly meeting held on 30 April 2014, the Company has
declared dividends to shareholders amounted to EGP 162,720 thousands which were fully paid during the year
ended 31 December 2014,
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Beni Suef Cement Company (S.A.E)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014

32 RELATED PARTY TRANSACTIONS

The company consummates transactions with related parties on commercial terms approved by the Board of Directors.
Transactions with related parties affecting the income statement can be summarized as follows:

Nature of transaction 2014 2013

EGP ‘000’ EGP ‘000’
Alexandria Portland Cement Company S.A.E Interest expense (22,710) (1,510)
Alexandria Portland Cement Company S.A.E Clinker sales 70,925 26,445
Alexandria Portland Cement Company S.A.E Interest income - 9,105
Titan Cement S.A Administrative services expenses (3,.967) 3,937

33 COMPARATIVE FIGURES

The comparative figures have been reclassified to comply with the current year presentation,
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