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DIRECTORS REPORT

Dear Members. ..

Your Directors submit their Ninth Annual Report and Audited Statements of Account for the
vear ended 3 1% December, 20106.

Economic scenario:

The UAE economy has experienced a slowdown in cconomic growth as a result ot low oil
prices. While the UAE is one of the more diverse cconomies in the GCC it is still heavily reliant
on the oil sector. and is having to adjust to lower prices. Qil revenues contribute in majority to
consolidated tiscal revenues. the spending of which is the main driver of non-oil sector growth.
Reduced oil revenue has resulted for noticeable downturn in investments in construction sector.
coupled with weaken export demand outside GCC as prevailed political and economic
uncerlaintics at major global cconomies. has negatively altected both volumes and prices.
[rrespective of such, your Company has succeeded to strengthen its market position and to
improve its operating results in 2016, vis a vis financial year of 2015,

Financial review:

Your Company has achicved tollowing during the year 2016

. Revenue of AED 1433 Mn for the vear 2016 Vs. ALD 129.9 Mn in year 2015,
representing growth rate of 11.8%.

* Gross margin of 20.8% for the year 2016 vs 19.3% in vear ”0] 5.

. Reduced net loss before dividend on preference shares by AED 3.1 Mn in the year 2016

compared to the year 2015.
. Cash flow from operations: positive AED 4.7 Mn. for the year 2016 vs negative AED
53.4 Mn in yvear 2015,

The growth momentum was achieved through vigilance over market behavior and development
of new products to enhance product portlolio, coupled with stringent cost control mechanism
and prioritized spending. The Board of Directors continued to rationalize strategic dircction ol
vour company accompanied by enhanced corporate governance tramework, customer service
and product quality. Focus and direction had been set for enrichment ot Company’s operational
I'T platform to make sure that vour company is ready to further cnhance efficiency level.

QOutlook 2017

Looking forward to GCC region which 1s our core market. we believe a challenging
transformation and strategy ahead is required to achicve desirable growth and results. UAL may
follow a relatively gentle adjustment path and spending is expected te be elevated in preparation
for Expo 2020, while KSA economy is anticipated to improve in second half, Your company is
well positioned to grip market opportunities and face challenges. together with our proficient
management team along with statf, Qur leadership journey shall continue on focused strategy
to tap new markets. building capabilities. stringent cost control and prioritized spending,

- Registered Office - Room No 5, Block A, Free Tradezone, Fujairah
Marketing Office - The Citacsi Tower, Office No. 2007-2008, 20th Flocr, Busingss Bay, Dubai
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Directors

Pursuant to Articles of Incorporation of the Company. Dr. [brahim Sa’ad Mohammad Ahmed
and Mr. Bhupendra Kumar Arora who are retiring by rotation in the ensuing Ordinary General
Assembly and being eligible. offers themselves Tor reappointment. Your Boacd propoeses to
appoint them as [Dircctors in the ensuing Ordinary General Assembly. FFurther. in the ensuing
Ordinary General Assembly Mr. Amit Kothari is being contirmed/appointed as Non-Executive
Director ol the Company whose otfice is liable to retire by rotation.

Independent Auditors:

M/s. Horwath MAK [nternational Consulting. Member Crowe THorwath International
[ndependent Auditors. were appointed in the 8" Ordinary General Assembly held on April 20.
2016 for conducting the audit for the vear 2016, In the next Annual General Meeting. the
sharcholders will decide to appoint or re-appoint the auditors for 2017,

Acknowledgements:

On behalf of the Board of Directors. [ would like to express our gratefulness to His Highness
Sheikh Hamad Bin Mohammed Al-Shargi - Member of the Supreme Council and Ruler of
Fujairah and H.H. Sheikh Mohammed Bin Hamad Bin Mohammed Al-Shargi - Crown Prince
of Fujairah for their continued cooperation on company’s matters.

The board of directors wish to express sincere thankfulness and gratitude for our customers.
sharcholders. various government departments. our supplicrs and bankers who trusted our
company. And finally. our earnest appreciation 1o all our executive members. management stafl
and employees who have continued to discharge their dutics and responsibilitics with integrity,
commitiment and discipline. serving our company to be step ahead and overcome challenges,

Declaration

[ declare that the audited financial statements lov the yearended on 3 1% December, 2016 comply
in all material respects with the requirements ot Fujairah Free Zone Law and Articles of
Incorporation of the Company and with the International Accounting Standards issued by the
International Accounting Standards Committee. These financial statements state fairly and
clearly In all material respects the true linancial position of the Company as at 31°' December,
2016 and the results ol its operation and its cash flows for the vear ended on that date.

In my opinion and to the best of my knowledge and belief there have been no violations of the
provisions of Fujairah Free Zone Law and Articles of Incorporation of the Company. There
were no material irrcgularities that atfected the financial position of the Company and its results
for the year ot the accounts and there were no event subsequent to the date of the balance sheet
that may have had material etfect on the financial statements attached.

FORAND ON BEHALE OF THE BOARD
| )\\b

(RA\HA\" Al SINGHANIA)

DEPUTY MANAGING DIRECTOR

Place: Fujairah
Date - 29™ March. 2017,
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Ref: IM/AR/17/10063

Independent auditors’ report

To,

The Shareholders
M/s. J.K. Cement Works (Fujairah) FZC
Fujairah Free Zone

Fujairah - United Arab Emirates

Report on the audit of the financizal statements
Opinion

We have audited the accompanying financial statements of M/s, J.K. Cement Works (Fujairah) FZC, Fujairah Free
Zone, Fujairah - United Arab Emirates (the “Entity”) which comprise the statement of financial position as at December
31. 2016 and the statement of profit or loss and other comprehensive income, statement of changes in sharcholders'
equity, statement of cash flows for the year then ended and a summary of significant accounting policies and other
explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Entity as at December 31, 2016 and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing @SAs). Our responsibilities under
those standards are further described in the Auditor 's responsibilities for the audit of the financial statements section of
our report. We are independent of the Entity in accordance with the requirements of Code of Ethics for Professional
Accountants, issued by International Ethics Standards Board for Accountants (IESBA) together with ethical
requirements that are relevant to our audit of the financial statements and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion,

Other matter

The financial statements of the Entity for the year ended December 31, 2013, which are shown as comparatives, were
audited by other auditors who expressed an unmodificd opinion on those statements on February 18, 2016,

Responsibilities of management

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards, in compliance with the applicabie provisions of the UAE laws and for such
internal control as management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or ervor, ,

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

340,

Registered with the Jehsl Ali Free Zone Autharity, Dubai (#5180)
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Auditor's responsibilities for the audit of the financial statements

Our objectives arc to obtain reasonable assurance about whether the financial statements as 2 whole are free from
material misstatement, whether due to fraud or error, and to issuc an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs will always detcct a material misstatement when it exists, Misstatements can arise from fraud or crror and are
considered material if, individually or in the aggregate, they could reasonably be expected to influcnce the economic
decisions of users taken on the basis of these financial statements,

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

« Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control,

«  Obtain an understanding of intermal control relevant to the audit in order to design audit procedures that arc
appropriate in the circumstances, but not for the purpose of cxpressing an opinion on the cffectiveness of the
Entity's internal control.

+  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management,

«  Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to cvghts or conditions that may cast
significant doubt on the Entity's ability to continue as a going concern. [f we conclude that a material uncertainly
exists, we are required to draw attention in our auditor’s report to the rclated disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions arc based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the Entiry to cease
to continue as a going concern.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencics in internal control that we identify during

our audit.

Report on other legal and regulatory requirements

Further, as required by the Rules and Regulations framed pursuant to Emiri Decree No. ¢ of [987 issued in Fujatrah in
respect of the creation of Free Zone, amended by Emiri Decree No. 1 for the year 1992, we report that,

i} we have obtained all the information and explanations which we consider necessary for our audit;

il) the financial statements have been prepared and comply, in all material respects, with the applicable provisions of
the above mentioned law and the Memorandum and Articles of Association of the Entity;

iii) proper books of accounts have been maintained by the Entity;

iv) the contents of the Directors' report which relates to the financial statements are in agreement with the Entity’s
books of account;

Registered with the Jebel Ali Free Zone Autherity, Dubal (#5180)
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Report on other legal and regulatory requirements {continued)
v) the Entity has not made any investments in share and stocks during the year ended December 31, 2016;

vi) note 10 to the financial statements reflects the disclosures relating to material related party transactions and the
terms under which they were conducted; and

vii) based on the information that has been made available to us, nothing has come to our attention which causes us to
believe that the Entity has contravened, during the financial ycar ended December 31, 2016, any of the applicable
provisions of the above mentioned law or of its Memorandum and Articles of Association which would materially
affect its activities or its financial position as at December 31, 2016.

For Horwath Mak

,;Jf\:l‘rmwxml\'(%
Jathes Mathew FCA, CPA (USA)
Senior Partner o .
Reg. No. 548

March 29, 2017

Registered with the Jebel Ali Free Zane Authority, Dubal (#5180)




J.K. Cement Works (Fujairah) FZC
Fujairah Free Zone
Fujairah - United Arab Emirates

Statement of financial position as at December 31, 20106

(In Arab Emirates Dirhams)

Assets

Non-current dssets

Property, plant and equipment

Intangible asset

Other non-current assets

Total non-current assels

Current assels

Inventories

Trade receivables

Due from a related party

Advances, deposits and other receivables
Cash and bank halances

TO{CI.{ CHPPERE dssets

Total assets

Equity and liabilitics

Shareholders’ equity

Share capital

Compulsory convertible preference shares
Accumulated (losses)

Tota! sharcholders' equity

Non-current liabilities

Redeemable preference shares and application money
Employees' end of service bencfits
[nterest payable

Bank borrowings - non - current portion

Total non-current liabilities

Notes

13
14

16
17

19

2016 2015 2014
{Restated) (Restated)
473,845,129 485,374,713 506,566,793
10,444,621 10,698,384 10,952,147
3,682,308 1,034,848 432 836
487,972,058 497,107,945 517,951,776
33,943,725 35,537,800 18,597,770
29,068,092 25.281,389 22,110,028
31,786 31,786 -
5,867,056 2,343,570 1,004,506
4,298,527 2.311,765 5,362,207
73,209,186 65,506,310 57,074,511
561,181,244 562,614,255 575,026,287
36,724,000 36,724,000 35,720,000
73,450,000 73,450,000 73,262,000
(88,625,919)  (59,718,058) (29,539,600}
21,548,081 50,455,942 79,442 400
139,379,964 113,176,676 72,015,928
1,863,817 1,129,170 957,779
7,290,254 3,563,892 1,700,263
317,580,8‘2] 323,914,499 335,264,021
466,114,856 441,786,237 409,937,991

{continued)



J.K. Cement Works (Fujairah) FZC
Fujairah Free Zone
Fujairah - United Arab Emirates

Statement of financial position as at December 31, 2016 (continued)

{In Arab Emirates Dirhams)

Notes
Current liahilities
Bank borrowings - current portion 19
Due to a related party
Trade and other payables 20

Tatal current liabilities
Total Habilities

Total sharcholders' equity and liabilities

2016 2015 2014
(Restated) {Restated)

46,734,456 52,699,649 28,782,092
- - 12,114
26,783,851 17,672,427 56,851,690
73,518,307 70,372,076 85,645,896
539,633,163 512,158,313 495,583,887
561,181,244 562,614,255 575,026,287

The accompanying notes form an integra! part of these financial statements.

The report of the auditors is sct out on pages 4t0 6.

The financial statements on pages 7 to 35 were approved on March 29, 2017 and signed on behalf of the Entity, by:

o4

Chief Executive Officer

Yot @ N

Company Sec\lletary Chief Financial Officer

Raghavpat Singhania

o

Deputy Managing Dircctor

Directors



J.K. Cement Works (Fujairah) FZC
Fujairah Free Zone
Fujairah - United Arab Emirates

Statement of profit or loss and other comprehensive income for the year ended December 31, 2016

(Tn Arab Emirates Dirhams)

Revenue

Cost of revenue

Gross profit

Other income

Selling and distribution cxpenses
Administrative expenscs
Directors' remuneration

Finance costs

{Loss) for the year

Other comprehensive income

Total comprehensive (loss) for the year

Notes 2016 2015
fRestated)

21 145,367,816 129,929,932
22 (115,061,226) {104,759.308)
30,306,590 25,170,624

23 59,370 2,251,603
24 (26,967,046) (23,999 781)
25 (10,079,623) {9,638,441)
10 (600,000) (600,000)
26 (21,627,152) {23,362,463)
(28,907,861) {30,178,458)

(28,907,861) (30,178,458)

.

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

The report of the auditors is set out on pages 4 to 6.

The financial statements on pages 7 to 35 were approved on March 29, 2017 and signed on behalf of the Fnuity, by:

Chief Executive Officer

et &7

Company S&retary

Raghavpat Singhania

VR -is

" Dcpljty Managing Director

Q ac

Chief Financial Officer . Directors



J.K. Cement Works (Fujairah) FZC
Fujairah Free Zone
Fujairah - United Arab Emirates

Statement of changes in sharcholders' equity for the vear ended December 31, 2016
(In Arab Emirates Dirhams)

Compulsory Total

convertible Accumulated shareholders'

Share capital preference shares (losses) equity

Balance as at December 31, 2014 (as previeusly stated) 35,720,000 73,262,000 (27,839,337) 81,142,663
Effect of prior ycar restatement (note 3) - - (1,700,263} {1,700,263)
Balance as at December 31, 2014 frestated) 35,720,000 73,262,000 {29,539,600) 79,442 400
(Loss) for the year frestated) - - (30,178,458) (30,178,458)
Additionai capital introduced 1,004,000 188,000 - 1,192,000
Balance as at December 31, 2015 frestated} 36,724,000 73,450,000 (59,718,058) 50,455,942
(Loss) for the vear - - (28,907 861) (28,907 861)
Balance as at December 31, 2016 36,724,000 73,450,000 (88,625,919 21,548,081

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

The report of the auditors is set out on pages 4 to 6.

10




J.K. Cement Works (Fujairah) FZC
['ujairah Free Zone
I'ujairah - United Arab Emirates

Statement of cash flows for the year ended December 31, 2016

{In Arab Emirates Dirhams)

Cash flows from operating activities

(Loss) for the year

Adiustments for:

Loss/{(gain) on disposal of property, plant and equipment
Loss on write off property, plant and equipment
Depreciation en property, plant and equipment
Provision for employvees' end of service benefits

l.and lease waived by the landlord

Finance costs

Amortisation of intangible asset

Operating profit before changes in operating assets and liabilities

ffncrease)idecrease in current ussers
Inventories

Trade receivables

Due from a related party

Advances, deposits and other receivables
Increasesf(decrease) in current Habifities
Trade and other payables

Cash generated from/(used in) operations
Finance costs paid

Enployees' end of services benefits paid

Net cash from/fused in) operating activities
Cash flows from investing dctivities
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Other non-current assets

Net cash (used in) investing activities

2016 2015
fRestated)
(28,907.861) {30,178,458)
7,921 (3.280)
206,678 -
23,684,173 19,610,667
769,194 520,491
- (1,859,526)
21,627,152 23,362,463
253,763 253,763
17,641,020 11,706,120
1,594,075 (16,940,030)
(3,786,703) (3,171,361)
- (31,786)
{1,893,138) 8,660,936
9,111,424 (31,778,014)
22,666,678 (31,554,135}
(17,902,790) {21,496,834)
(34,547} (349,100)
4,729,341 (53,400,069)
(14,009,537} {4,004,289)
10,001 35,145
(2,647,460) (602,012)
(16,646,996) {4,571,156)

feuntinued)



LK., Cement Works (Fujairah) FZC
Fujairah Free Zone
Fujairah - United Arab Cmiraies

Statement of cash flows for the year ended December 31
{In Arab Emirates Dirhams)

. 2016 (continued)

Cash flows from financing activities

Additionai capital introduced

Redeemable preference shares and application money
(Repayment)/proceeds from long term loans - net
Proceeds (rom banks - net

{Repayment) of vehicle loan

Net cash from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of the year
Cash and cash equivalents, end of the year
Represented by:

Cash in hund

Cash at banks

2016 2015
{Restated)

- 1,192,000
26,203,288 41,160,748
(13,777,495) 4,498,812
1,580,689 8,181,144
(102,065) (111,921}
13,904,417 54,920,783
1,986,762 (3,050,442)
2,311,765 3,362,207
4,298,527 2,311,765
15,210 34,662
4,283,317 2,277,103
4,298,527 2,311,765

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

‘The report of the auditors is set out on pages 4 o 6.

Chief Executive Officer

o k7

Raghavpat Singhania

Lot

J De[;uty Managing Director

Company éecretary Chief Financial Officer

Directors



LK. Cement Works (Fujairah) FZC
Fujairah Free Zonc

Fujairah - United Arab Emirates

Notes to the financial statements for the vear ended December 31,2016

Legal status and business activities

1.1 M/s. LK. Cement Works (Fujairah) FZC, Fujairah Free Zone, Fujairah - United Arab Lmirates (the
“Entity”") was registered on March 17, 2008 as a I'ree Zone Company and operates in the United Arab
Emirates under a commercial license issued by the Fujairah Free Zone Authority, Government of Fujairah,
Fujairah - United Arab Emirates.

|2 The principal activities of the Entity are unchanged since the previous year and consist of manufacturing
and trading {export & import) of all types of cement and other allicd products.

1.3 The registered address of the Entity is P.O. Box: 5325, Fujairah Free Zone, Fujairah - United Arab
Emirates.

1.4 The Entity is a step down subsidiary of J.K.Cement I4d., an Indian Company incorporated under the
Companics Act 1956, The Management and control of the Entity are vested with the Board of Directors
and day to day affairs of the Entity are controlled and managed by Chief Exccutive Officer Mr, Christer
Eriksson who is responsible Lo the Board.

1 5 7These financial statements incorporate the operating results of the Commercial license no. 2249.

New and amended standards

2 1 New and revised IFRSs applied with no material effect on the financial statements

The Entity has applied the following standards and amendments for the first time for their annual reporting
period commencing January 1. 2016. The adoption of these amendments did not have any impact on the current
period or any priov period and is not likely to affect future periods. .

.

Annual Improvements to IFRSs 2012-2014 cycles:

« IFRS 5 " Non-current Assets Held for Sale and Discontinued Operations ™: Adds specific guidance in IFRS 5
(or cases in which an entity reclassifies an asset from held for sale to held for distribution or vice versa and cases
in which held-for-distribution accounting is discontinued,

. IFRS 7 "Financial Instruments: Disclosures”: Adds additional guidance to clarify whether a servicing contract
is continuing invelvement in a transferred asset for the purpose of determining the disclosures required. Further
with consequential amendments to IFRS 1 "First-time Adoption of International Financial Reporting Standards”,
clarifics the applicability of the amendments to IFRS 7 on offsctting disclosures to condensed interim financial
statements.

« 1AS 19 "Employee Benefits”: Clarifies that the high quality corporate bonds used in estimating the discount
rate for post-employment benefits should be denominated in the same currency as the benefits to be paid (thus,
the depth of the market tor high quality corporate bonds should be assessed at currency level).

« IAS 34 "Interim Financial Reporting”: Clarilies the meaning of 'clsewhere in the interim report’ and requires 4
cross-refercnce.

Amendments to [FRS 1 "Joint Arrangements” clarify accounting for acquisitions of an Interests in Joint
Operations where the activities of the operation constitute a business.

Amendments to IAS 16 "Property, Plant and Equipment” und 1AS 38 "Intangible Assets” clarify that revenue-
based method of depreciation or amortisation is generally not appropriate.

Amendments to 1AS 16 "Property, Plant and Equipment” and TAS 41 " Agriculture" require biological assets that
meet the definition of a bearer plant to be accounted for as property, plant and cquipment in accordance with
[AS 16.



J.K. Cement Warks (Fujairah) FZC
Fujairah Free Zone

Fujairah - United Arab Emirates

Notes to the financial statements for the year ended December 31, 2016

2

New and amended standards (continued)

2.1 New and revised IFRSs applied with no material effect on the financial statements (continued)
Disclosure Tnitiative- Amendments to TAS 1"Presentation of Financial Statements” makes the following changes:

» Materiality: The amendments clarify that (1) information should not be obscured by aparegating or by
providing immaterial information, {2) materiality considerations apply to the all parts of the financial statements,
and {3) even when a standard requires a specific disclosure, materiality considerations do apply.

+ Disaggregation and subtotals: The amendments (1) introduce a clarification that the list of line items to be
presented in these statements can be disaggregated and aggregated as relevant and additional guidance on
subtotals in these statements and (2) clarify that an entity's share of OC1 of equity-accounted associates and joint
ventures should be presented in aggregate s single line items based on whether or not it will subsequently be
reclassified to profit or loss.

* Notes: The amendments add additional examples of possible ways of ordering the notes to clarity that
understandability and comparability should be considered when determining the order of the notes and 1o
demonstrate that the notes need not be presented. The IASB also removed guidance and examples with regard to
the identification of sigrificant accounting policies that were perceived as being potentially unhelpful.

Amendments to IAS 27 "Separate Financial Statements” which allow an entity to account for invesiments in
subsidiaries, joint ventures and associates cither at cost or as financial asset in accordance with IAS 39/IFRS 9 or
using the equity method in an entity’s separate financial statements. The amendments introduce the equity
method as a third option.

Amendments to [FRS 10 "Consolidatcd Financial Statements”, IFRS 12 "Disclosure of Interests in Other
Entities" and [AS 28 "Investments in Associates and Joint Ventures ™: Clarifies the exception from preparing
consolidated financial statements available to intermediate parent entities which are subsidiaries of investments
entities.

2.2 New and revised standards and amendments in issue but were not mandatory for annual reporting

periods ending December 31, 2016

New and revised standards and amendments Effective for annual periods
beginning on or after

Amendments in Disclosure Initiative (Amendments to IAS 7 Statement of Cash Flows)

that entities shall provide disclosures that enable users of financial statements to

evaluale changes in liabilities arising from financing activities. The liabilities arising

from financing activitics arc disclosed {to the extent nccessary): (i) changes from January 1, 2017
financing cash flows; (ii) changes arising from obtaining or losing control of

subsidiarics or other businesses; (ili) the effect of changes in foreign exchange rates;

{iv} changes in fair values; and (v} other changes.

IFRS 9 "Financial Instruments": Issued on 24 July 2014 is the 1ASB's replacement of
IAS 39 Financial Instruments: Recognition and Measurement. The Standard includes
requircments for recognition and measurement, impairment, derccognition and general
hedge accounting. The TASB completed its project to replace IAS 39 in phases, adding
10 the standard as it completed cach phase. The version of 1FRS 9 issued in 2014
supersedes all previous versions and is mandatorily cffective for periods beginning on
or after | january 2018 with early adoption permitted (subject to local endorsement
requirements),

January 1, 2018
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4.1

New and amended standards (continucd)

2.2 New and revised standards and amendments in issue but were not mandatory for annual reporting
perinds ending December 31, 2016 {continued)

New and revised standards and amendments Effective for annual periods
heginning on or after

IFRS 15 "Revenue from Contracts with Customers™ [FRS 15 was issued which

established a single comprehensive mode! for entities to use in accounting for revenue

arising from contracts with customers. IFRS 15 will supersede the current revenuc January 1, 2018
recognition guidance including TAS 18 Revenue, 1AS 11 Construction Contracts, and

the related interpretations when it becomes effective.

TFRS 16 ".cases”: The new standard brings most lcases on-balance sheet for lessces
under a single model, eliminating the distinction between operating and finance leases.
Lessor accounting however remains largely unchanged and the distinction between
operaling and finance lcases is retained. IFRS 16 supersedes [AS 17 "Leases' and related

interpretations. Earlier adoption permitted if [FRS 15 'Revenue from Contracts with
Customers' has also been applied.

January 1, 2019

Management anticipates that these new standards, interpretations and amendments will be adopted in the
financial statements as and when they are applicable and adoption of these new standards, interpretations and
amendments, may have no material impact on the financial statements in the period of initial application. There
are no other standards that are not yct effective and that would be expected (o have a material impact on the
entity in the current or future reporting periods and on forcseeable future transactions.

Restatement of financial statements

In the previous years, 3% cumulative dividend on preference shares was inadvertently not recorded in the books
of accounts. During the year, this error was rectified and the said interest expense and 1ts corresponding liability
was accounted in the books, retrospectively. Accordingly, the previous year's figures have been restated to
reflect the change in accordance with the requirements of international Accounting Standard (IAS 8)
" Accounting policics, changes in accounting estimates and errors” as follows:

FEffect in 2015

Increase in {loss) for the year 1,865,629

Increase in interest payable 1,865,629

Effectin 2014

Increase in accumulated {losses) 1,700,263

Intcrest payable 1,700,263

Significant accounting policies
Statement of compliance

‘The financia!l statements have been prepared in accordance with International Financial Reporting Standards and
applicable requirements of the UAE Laws. These financial slatements are presented in United Arab Emirates
Dirhams (AED) which is the Entily's functional and presentation currency.
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4.2

4.3

4.4

Significant accounting policies (continued)
Basis of preparation

The financial statements have been prepared on the historical cost basis except for financial instruments that are
measured at fair values, as explained in the accounting policies below. Historical cost is gencrally based on the
fair value of the consideration given in exchange for assets or goods or services.

The principal accounting policies applied in these financial statements are set out below,

Current/Non current classification

The Entity presents asscts and liabilitics in statement of financial position based on current/non-current
classitication. An assct as current when it is:

Fxpected 10 be realised or intended to sold or consumed in normal operating cycle or held primarily for the
purpose of trading or Expected to be realised within twelve months after the reporting period, or cash or cash
equivalent unless restricted from being exchanged or used to scttle a liability for at least twelve months after the
reporting period.

All other assets are classified as non-current. A liability is current when:

[t is expected to be settled in normal operating cycle or it is held primarily for the purpose of trading or it is due
to be settled within twelve months after the reporting period, or there is no unconditional right to defer the
settlement of the liability for at least twelve months after the reporting period.

.

The Entity classifies all other liabilities as non-current.

Fair value measurement

Fair value is the price that would be reccived to scll an assct or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the assct or trans fer the liability takes place either:

In the principal market (or the asset or liability, or
In the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the mast advantageous market must be accessible to by the Entity.

The lair value of an asset or a lability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their cconomic best interest.

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

Level | inputs are quoted price (unadjusted) in active market for identi¢al asset or liabilities that the entity can
access at the measurement date,

Level 2 inputs are inputs, other than quoted prices included within Level 1, that arc observable for the asset or
liahility, either directly or indirectly, and

Level 3 inputs are unobservable inputs for the asset or liability,
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Significant accounting policies (continued)

4.5 Foreign currency

4.6

4.7

In preparing the financial statements of the Entity, transactions in currencies other than the Entity's functional
currency are recognised at the rates of exchange prevailing 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 a forcign currency are not retranslated.

Exchange differences on monctary items are recognised in profit or loss in the period in which they arise.

Property, plant and equipment

Property, plant and equipment, cxcept building and improvements are stated at cost less accumulated
depreciation and identified impairment loss, if any. The cost comprise of purchase price, together with any
incidental expensc of acquisition.

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

Depreciation is spread over useful lives so as to write off the cost of property, plant and equipment, using the
straight-line method over their useful lives as follows:

Ycars
Building and improvements o 5-25
Plant and machinery 4-25
Motor vehicles 5
Furniture, fixtures and office equipments 3-5

The building and leaschold improvements are being depreciated over the period from when it became available
for use up to shorter of lease period and useful life the end of the lease term.

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

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined
as the difference between the salies proceeds and the carrying amount of the asset and is recognized in the
statement of profit or loss.

Capital work- in- progress

Properties in the course of construction for production, supply or administrative purposes arc carried at cost, less
any recognised impairment loss. Cost includes professional fees and, for qualifying assets, horrowing costs
capitalised in accordance with the Intiry's accounting policy. 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, COMmMences when the assets arc ready for their intended use.

Intangible assets

Intangible assets with [inite useful lives that are acquired separalely are carried at cost less accumulated
amortisation and accumulated impairment losses. Amortisation is recognised on a straight-line basis over their
estimated useful lives. The estimated useful life and amortisation methed are reviewed at the end of each
reporting period, with the cffect of any changes in estimate being accounted for on a prospective basis.
Intangible assets with indefinite useful lives that arc acquired separately are carricd at cost less sccumulated
impatrment losscs.
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4.8

4.9

4.10

Significant accounting policies (continued)

Impairment of tangible and intangible asscts

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, [f any such
indication exists, the recoverablc amount of the asset is estimated in order to determine the extent of the
impaitment loss {if any). Where it is not possible to estimate the recoverable amount of an individual asset, the
Entity estimatcs the recoverable amount of the cash-gencrating unit to which the assct belongs. Where a
reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

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

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

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

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

Financial instruments

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

Financial assets

Financial assets arc classitied into the following specified categories: financial assets ‘at fair value through
income statement' (FVTIS), ‘held-to-maturity’ investments, ‘available-for-sale' (AFS) financial assets and ‘loans
and receivables'.

All financial asscts are recognised initially at fair value plus, in the case of financial assets not recorded at fair
value through profit or loss, transaction costs that are attributable to the acquisition of the financial asset.

The classification depends on the nature and putpose of the financial assets and is determined at the time of
initial reccognition.

Loans and recgivables

Loans and reccivables are non-derivative financial asscls with fixed or c-ieterminable payments that are not
quoted in an active market. They are included in current assets, except for maturities greater than 12 months after
the end of the reporting period. These are classified as non-current assets. The Cntity’s loans and reccivables
comprise “trade and other receivables”, “cash and cash equivalents™ and due from related a party” in the
statement of financial position. Loans and receivables are measured at amortised cost using the effective interest
mcthod, less any impairment.
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Significant accounting policies (continucd)
Financial assets {continued)

Trade and other receivables

Trade receivables are amounts due from customers for merchandise sold or services performed in the ordinary
course of business. If collection is expected in one year of less (or in the normal operating cycle of the business
if longer), they are classified as current assets. If not, they are presented as non-current asscts. Trade and other
receivables are initially recognised at fair value and subsequently measured at amortised cost reduced by
appropriate allowance for estimated doubt{ul debts.

Advances, deposits and other receivables

Advances, deposits and other receivables are measured at amortised cost reduced by appropriate allowance for
estimated doubtful debts.

Due from a related party

Amounts due from a related party is measured at amortised cost.

Cash and cash equivalents

Cash and cash cquivalents comprise cash on hand, demand deposits and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value.

[mpairment of financial assets
Assets carried at amortised cost

The Entity assesses at the end of cach reporting period, whether there is objective evidence that a financial asscl
or group of financial assets is impaired. A financial asset or a group of financial assets is impaired and
impairment losses are recognized only if there is objective evidence of impairment as a result of one or mor¢
cvents that occurred after the initial recognition of the asset {a ‘loss event') and that loss event {or events) has an
impact on the cstimated future cash flows of the financial asset or group of financial assets that can be reliably
estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant
financial difficulty, and where abservable data indicate that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions that correlate with defaults.

For loans and receivables category, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at the financial asset’s original
effective interest rate. The carrying amount of the asscl is reduced and the amount of the loss is recognised in the
statement ol profit or loss.

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the reversal of the previously recognised
impairment loss is recognised in he statement of profit or loss.

Derecognition of financial assets

‘The Entity derecognises a financial assct only when the contractual rights to the cash flows from the asset cxpire
or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another
entity. If the Entity neither transfers nor retains substantially all the risks and rewards of ownership and continues
to control the transferred asset, the Entity recognises its retained interest in the asset and an associated liability
for amounts it may have to pay. If the Cntity retains substantially all the risks and rewards of owaership of a

transferred financial asset, the Entity continues to recognise the financial asset.
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4.11

4.12

413

4.14

4.15

Significant accounting policies (continued)
Financial liabilities

Financial liabilitics are classified according to the substance of the contractual arrangements entered into and the
definitions of a financial liability. All financial liabititics are recognised initially at fair value and, in the case of
loans, borrowings and payables, net of directly attributable transaction costs. The Entity's financial liabilities
include trade and other payables and loans and borrowings including bank overdrafts.

I'rade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Trades payable are classified as current liabilities if payment is dug within onc year or
less (or in the normal operating cycle of the business il longer). If not, they arc prescnted as non-current
liabilities. Trade and other pavables are recognised initially at fair value and subsequently are measured at
amortised cost using effective interest method.

Loans and other borrowings

Borrowings are recorded at the proceeds received, net of direet issuc costs. Finance charges are accounted on
accrual basis and are added to the carrying value of the instruments to the extent that they are not settled in the
peried in which they arise.

Derecoenition of financial liahilities

The F,mity derccognises financial liabilitics when, and only when, the Entity’s obligations are discharged,
cancelled or they expire. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the derecognition of the original liability and’ the recognition of a new liability. The
differcnce in the respective carrving amounts is recognised in the statement of profit or loss.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when
there is a legally enforceable right to offsct the recognised amounts and there is an intention to settle on a net
basis or rcalise the asset and settle the liability simultaneously.

Inventories

Inventorics are stated at the lower of cost and net realisable value. Costs of inventories are determined on
weighted average basis. Cost of inventories comprises of costs of purchase, and where applicable cost of
conversion and other costs that have been incurred in bringing the inventories to their present location and
condition. Net realisable value represents the estimated selling price for inventories less all estimated costs of
completion and casts necessary to make the sale.

Borrowing costs

Rorrowing 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 usc or sale, are added
to the cost of those assets, until such time as the assets are substantially ready for their intended use ot sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Provisions

Provisions are recognised when the Fntity has a present obligation (legal or constructive) as a result of a past
event, it is probable that the Entity will be required to settle the obligation, and a rcliable estimate can be made
of the amount of the obligation.
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4.15

4.16

4.17

Significant accounting policies (continued)
Provisions {continued)

The amount recognised as a provision is the best cstimate of the consideration required to settle the present
obligation at the end of the reporting peried, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows.

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

Revenue recognition

Revenue is measured ai the fair value of the consideration received or receivable. Revenue is reduced for
estimated customer returns, rebates and other similar allowanees.

Sale of goods
Revenue from the sale of goods is recognised when all the following conditions are satisfied:

the Lntity has transferred to the buyer the significant risks and rewards of ownership of the goods;

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

the amount of revenue can be measured reliably;
it is probable that the economic benefits associated with the transaction avill flow to the Entity; and

the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership 1o the lessee. All other leases are classified as operating leases.

An Entity as lessor

Amounts due from lessees under finance leases are recognised as receivables at the amount of the Fntity's net
investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a constant
periodic rate of return on the Entity’s net investment outstanding in respect of the leases.

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of
the leased asset and recognised on a straight-line basis over the lease term.

An Entity as lessee

Assets held under finance leases are initially recognised as assets of the Entity at their fair value at the inception
of the lease or, if lower, at the present value of the minimum lease payments, The corresponding liability to the
fessor is included in the statement of financial position as a finance lease obligation.

Leasc payments are apportioned between finance expenses and reduction of the lease obligation so as to achieve
a constant rate of interest on the remaining balance of the liability. Finance expenses are recognised immediately
in profit or loss, unless they are directly attributable to qualifying assets, in which case they are capitalised in
accordance with the Entity's general policy on borrowing costs. Conlingent rentals are recognised as expenses in
the periods in which they are incurred.
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4.18

Significant accounting policies (continucd)
Leasing (continued)

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except wherg
another systematic basis is morc representative of the time pattern in which cconomic benefits from the leased
asset are consumed. Contingent rentals arising under operating leases are recognised as an expense in the period
in which they are incurred.

In the cvent that lease incentives are received to enter into operating leases, such incentives are recognised as a
liability. The aggregale benefit of incentives is recognised as a reduction of rental cxpense on a straight-line
basis, except where another systematic basis is more representative of the time pattern in which economic
henefits from the leased asset are consumed.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Entity's accounting policics, which are described in policy notes, the management is
required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilitics that
are not readily apparent from other sources, The estimales and associated assumptions are based on historical
experience and other factors that are considerced to be relevant. Actual results may differ from these estimates.

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

The significant judgments and estimates made by management, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are described below.

Critical judgements in applying accounting policics

In the process of applying the Entity’s accounting policies, which are described above, and due to the nature of
operations, management makes the following judgments that have the most significant effect on the amounts
recognised in the financial statements.

Revenue recognition

[n recognising the revenue, the management 1s of the view that in line with the requirement of TAS 18 Revenwe,
the risk and reward of ownership is transferred to the buyers of the goods and services and that revenue is
reduced for the estimated returns, rebate and other allowances {if any).

Classification of properties

Management decides at the time of acquisition of & property whether it should be classified as held for sale, held
for development or held for rentai or capital appreciation. Management classifies properties as 'propertics under
construction' when the intention is to develop the properties for the purpose of selling to third parties.
Management classifics properties as ‘capital work-in-progress' and 'investment properties’ when the intention 1is
ta hold those for rental, capital appreciation or for undetermined use. The management changes the classification
when the intention changes.

Related parties

Management has disclosed the related parties and the rclated duc from and to related parties as per the
requirements of IAS 24, Related Parties Disclosures. In view of due from and to related parties being receivable
and payable on demand and Management's intention to realise or pay the related parties as and when necessarily
required, the disclosed balances are classificd as current assets and current liabilities.
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Significant accounting policies (continued)

4.18 Critical accounting judgements and key sources of estimation uncertainty (continued)

Key sources of estimation uncertainty

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

Allowance for doubtful debis

Allowances for doubtful debts are determined using a combination of factors to ensure that trade receivables are
not overstated due to uncollectibility. The allowance for doubtful debts for all customers is based on a variety of
tactors, including the overall quality and ageing of receivables, continuing credit evaluation of the customer's
financial conditions and collateral requirements from customers in certain circumstances. In addition, specific
allowances for individual accounts are recorded when the Entity becomes aware of the customer's inability to
meet financial obligations,

fnventories

Inventories are stated at the lower of cost or net realizable value. Adjustments to reduce the cost of inventory to
its realizable value, if required, are made for estimated obsolescence or impaired balances. T'actors influencing
these adjustments include changes in demand, product pricing, physical deterioration and quality issues.

Property, plant and equipment

Property, plant and equipment are depreciated over their estimated useful lives, which are based on expected
usage of the assets and expected physical wear and tear which depends on operational factors. Management has
not considered any residual value as it is deemed immaterial.

Leasehold improvements

Management determines the estimated useful life and related depreciation charges for its leasehold
improvements. This cstimate is based on an assumption that the Entity will renew its annual lease over the
estimated useful life of the asset. It could change significantly should the annual lease not be renewed.
Management will increase the depreciation charge where the useful life is less than the previously estimated
useful life.
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% Property, plant and equipment

- Capital work-in-progress represents costs ineurred for setting up of quarry on leased land and mauchinery under installation. pending capitalisation (note 313,

The gross carnving amounts and accumulated depreciation arc shown below:

Cost

As at December 31, 2014

Addition during the vear

Transterred during the year

Reversal of lease rent

Disposals during the vear
Reclagsification of assets

Asg at December 31, 2015

Addition during the year

Transferred during the vear

Disposals during the year

Write off of property plant and cquipment
As at December 31, 2016
Accumulated depreciation

As at December 31, 2014

Charge for the year

Reversal of lease rent

Fliminated on disposals during the vear
Reclassification ol assets

Asat December 31, 2013

Charge tor the vear

Eliminated on disposals during the vear
Eliminated on assets written off

As at December 31, 2016

Carrying value as at December 31, 2016
Carrying value as at December 31, 2015

Notes:

Building and I"lant and Motor Furniture, fixtures  Capital work-

improvements machinery vehicles  and office equipments in-progress Total
100,169,406 325275468 1,532 397 911,127 85.660.]174 313338572
10.499 - 168,548 39.632 3.733.610 4004 289

- 1.651.034 - - {1.631.034) -
- (5.578.578}) - - - (5.378.578%)
- (241,839 (141,435} - - {383.294)

- (63,269} - 63,264 - -
100179905 321.040.816 1.549.450 1.066.028 87.744,750 511.580.98%
- - - 547.348% 13.462.189 14,009 537

9457335 56,408,800 - - {03.866.234) -
- - (30.353) - - (50,353
- {1.998.963) - - - (1.998.963)
109,637,240 405,450,752 1,499,135 1,613,376 5,340,705 523,541,208
1.479.837 4.609.652 SB(L369 301,921 - 6.971.779
4.918.049 14.223.164 289 677 179777 - 19.610.667
- (266380 - - - {266.580)
- {(7.597) (101.993) - - (109390}

- {32.197) - 32,197 - -
6.397.88b- 18.326,442 T6R.053 513,893 - 26,206,276
3,286,950 17.871.261 266,147 256813 - 23684173
- - (32.433) - - (32.133)
- (161.937) - - - (161,937)
11,684,836 36,235,766 1,001,767 773,710 - 49,696,079
97,952,404 369,214,986 497 368 839,666 5,340,705 473,845,129
93782019 302314374 781,437 352,133 87.744.730 485.374.713

Building and improvements represent fictory constructed on leasehold Plot no. 7, Block K. Habhab, Tawain - Fujairah - United Arab Emirates. The said plot is ohtained on
lease from Fujairah Municipality, Fujuirah - United Arab Emirates. [t also includes two apartments in Citadel Tower, Dubai - United Arab limirates.

Property. plant and cquipment arc hyvpothceated to banks against eredit tacilities (note 19).

- Depreciation includes AED 22,280,932 (2015: AED 18.202.146) charged to cost of revenue (note 22)
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2016 2013
6 Intangible asset

The carrying value of the intangible asset is as follows:
Cost
As at the end of the year 11,017,500 11,017,500
Accumulated amortisation
As at the beginning of the year 319,116 65,353
Charge for the year (note 22) 253,763 253,763
As at the end of the vear 572,879 319,116
Carrying value as at end of the year 10,444,621 10,698,384

This represents cost of seeuring the lease of factory land and mines on which the Entity's factory buildings, plant
and facilities are erected. The lease has an extended period of 50 years from the date it is initially secured. The
Entity is amortising lease acquisition cost over the extended lease period from the commencement of its
commercial operations.

7 Other non-current asscts
Advance for capital assets 3,682,308 1,034,848

The above represents advances paid for electrical installations. <

8 Inventories

Raw materials 10,463,741 4,888,631
Fuel 10,395,367 6,251,765
Packing materialy 1,736,272 1,596,537
Finished goods 1,383,820 2,213,599
Semi finished goods and work-in-progress 2,908,183 15,632,889
Spare parts and consumables 7,056,342 4,954 379

33,943,725 35,537,800

[nventories were kept at the factory in Fujairah - United Arab Emirates and are hypothecated against credit
facilities (note 19).

9  Trade receivables
Trade receivables 29,068,092 25,281,389

The average credit period for the trade receivables is 607150 days (2015: 60}]50 days).

The above trade receivables are assigned against credit facilities (note 19),

Ageing of trade receivables:
Neither past due nor impaired 29,068,092 25,281,389
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2016 2015
9  Trade receivables (continued)
Geographical analvsis:
The geographical analysis of trade receivables are as follows:
Within ULAE. 9,625,015 8,835,796
Ouside U AE. 19,442,477 16,445,593
29,008,092 25,281,389

10 Related party transactions

The Entity enters into transactions with other entities that fall within the definition of a related party as contained
in IAS 24, "Related party disclosures”. Such transactions are in the normal course of business and at terms that
correspond Lo those on normal arms-length transactions with third partics. Related partics comprise entitics under
common ownership and/or commen management and control; their partners and key management personnel.

The Entity believes that the terms of such transactions are not significantly different from those that could have
been obtained from third parties.

a) Duc from a related party 2016 2015
Shareholder .
M/s. LK. Cement ([ujairah) FZC, Fujairah - U ALE. 31,786 31,786

b) Transactions with a related party
The nature of significant related party transactions and the amounts involved were as follows:

For the vear ended December 31,

2016 2015

D¥irectors' remuneration 600,000 600,000

The Entity pravides/receives funds to/from the parent as and when required to meet working capital requirements.

11  Advances, deposits and other receivables 2016 2015
Prepayments 884,612 858,887
Advance to suppliers 2,348,721 626,196
Staff loans and advances 657,125 515,737
Deposits : 346,250 342,730
Other receivables * 1,630,348 -

5,867,056 2,343,570

* The above represents insurance claim receivable against loss due to breakdown of parts of plant and machinery.
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12 Cash and bank balances
Cash in hand
Cash at banks

13 Share capital

2016 20135
15,210 34,662
4,283,317 2,277,103
4,298,527 2,311,765

Issued and paid-up capital of Entity is AED 36,724,000 divided into 36,724 fully paid-up sharcs of AR 1,000
cach. The detail of the shareholding as at the reporting date are as lollows:

Names of sharcholders  Nationality Percentape Na. of shares 2016 2015

Mis, K. Cement

(Fujairah) F7C U.AFE. 90 33,0582 33,052,000 33,052,000

Government of l'ujairah

Fstablishment - Fujairah

[nvestments UAL, 10 3,672 3,672,000 3,672,000
100 36,724 36,724,000 36,724,000

14 Compulsory convertible preference shares

The Entity issued two classes of preference shares; compulsory convertible preference shares and redeemabic
preference shares (note 16). The compulsory convertible preference shares shall be mandatorily converted to
ordinary equity shares with definitive timeframe and are issued in the same proportion as ordinary share capital,
These preference shares, therefore, are of equity nature and accordingly are classified under equity, The Entity has

issued 73,430 compulsory convertible preference shares of ARD 1,000 cach, as detailed below:

Names of preference sharcholders Percentage Na. of shares 2016 2015

Mis, 1K, Cement {Fujairah) F2C 90 66,103 66,105,000 66,005,000

Government of Fujairah Establishment

- Fujairah tnvesiments 10 7,345 7,345,000 7.345 000
100 73,450 73,450,000 73,450,000

dividends until the gencrations of profits.

15  Accumulated (losses)
Balance at the beginning of the vear (restated)
(Loss) for the year

Balance at the end of the year

[E¥]

-1

The above preference shares carry dividend @ 3%. However the sharcholders have agreed not to provide

2016 2015
fResteted)

(59,718,038) {29,539,600)
{28,907,861) {30.178.458)
(88,625,919) (59,718,058)
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16

17

18

19

2016 2015

Redeemable preference shares and application money
Redeemable preference sharces 133,871,000 113,176,000
Redeemable preference shares application money 5,508,964 676
139,379,964 113,176,676

In order to raise fund for the project and to meet working capital requirements, the Entity issued 133,871
mandatorily redcemable preference shares of AED 1,000 cach which are redeemable after 11 to 15 years and carry
cumulative dividend (@ 3% p.a. The redeemabie preference shares do not carry right to vote and are classified as
financial liabilities, because they bear non-discretionary dividends and are redeemable in cash (o the holders. Also,
the non-discretionary dividends are considered as finance cost in the statement of profit or loss and other
comprehensive income.

Employees' end of service benefits

Balance at the beginning of the year 1,129,170 57,779
Add: Charge for the year 769,194 520,491
Less: Paid during the vear (34,547 (349,100)
Balance at the end of the year 1,863,817 1,129,170

-

Amounts required to cover end of service benefits at the ending of the reporting period arc computed pursuant to
the United Arab Emirates Federal Labour Law based on the employees® accumulated peried of service and current
basic remuneration at that date.

Interest payablc
[nterest payable on preference shares 7,290,254 3,565,892

The above represents non-discretionary dividend payvable on preference shares. The management has decided to
pay the said interest upon generation of profits which is not anticipated in next |2 months and thercfore, the
interest payable has been classified as a non-current [ability.

Bank borrowings

a) Due to banks

Bank overdralt 18,868,062 11,863,247
Trust receipls 5,266,148 6,840,274
Short term loan * ’ 7,550,000 11,400,000

31,684,210 30,103,521

* Represents short term loan obtained to part finance the working capilal requirements, carries interest at commercial

rates and is repayable within 6 months from the date of withdrawal,
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19 Bank borrowings (continued)
b) Vehicle loan
Balance at the beginning of the year

[.css: Repaid during the year

Balance at the end of the year

Comprising:
Current portion

¢) Term loans
Balance at the beginning of the year
Add: Received during the year
Less: Refinancing charges paid

Less: Repaid during the year

Balance at the end of the year

Comprising:
Current portion

Non-current portion

2016 2015
102,065 213,986
(102,065) (111,921)
- 102,065
] 102,065
346,408,562 341,909,750
] 17,995,250
(1,934,372) -
(11,843,123) (13.496,438)
332,631,067 346,408,562
15,050,246 22,494,063
317,580,821 323,914,499
332,631,067 346,408,562

The Entity has obtained a syndicated loan from financial institutions for financing capital expenditure, During the
year, a ncw consortium of banks lcad by State Bank of India, took over the outstanding liability amounting to AED
339,660,344, The loan carrics interest 3.25% per annum over 6 months LIROR and the principal amount is
repayable in 35 variable quarterly installments and interest amount in ha!f yearly installments commencing from

July 01, 2016.

Bank borrowings - short term liabilities

Due to banks (refer ) 31,684,210 30,103,521

Vehicle loan (refer b) - 102,065

Termn loans {refer c) 15,050,246 22,494,063
46,734,456 52,699,649

Rank borrowings - long term liabilities

Term loans (refer ¢) 317,580,821 323,914,499

Total bank borrowings 364,315,277 376,614,148

Bank borrowings are secured by:
i) First pari passu charge over immovable and movable fixed assets (note 3).

i) Assignment of lease rights for factory and mining land.
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19 Bank borrowings {continued}

ii1) Assignment of insurance contracts.

iv) Corporate guarantees of M/s. J.K, Cement I.td - [ndia and M/s. J.K. Cement {Fujairah} FZC - U AE,

v) Hypothecation of inventories (note 8).
vi) Assignment of trade receivables (note 9).

vii) Subordination of sharcholders’ loanfredeemable preference shares.

20 Trade and other payables
Trade payables
Payable against capital assets
Advances from customers
Accrued expenses and provisions

Other payables

21 Revenue
Sales: OQuiside U ALE.
: Within U A E.

22 Cost of revenue
Cost of goods sold
Materials consumed
LUtilities
Salaries and benclits
Other direct expenses expenses
Depreciation on property, plant and equipment (note 3}
Amortization of intangible asscl {note 6)
Manufacturing cost

Semi finished goods and work-in-progress at the beginning of the year

Semi finished goods and work-in-progress at the end of the year (note ).

Cost of goods manufactured
Finished goods at the beginning of the year

Finished goods at the end of the year (note 8)

30

2016 20103
11,787,982 11,693,758
3,558,862 1,505,975
250,170 172,670
8,743,049 2,229,937
2,443,788 2,070,087
26,783,851 17,672,427

For the year ended December 31,

2016 2015
108,514,804 107,522,411
36,853,012 22,407,521
145,367,816 129,929,932
40,330,407 51,932,775
17,243,065 31,005,697
13,070,190 11,904,497
8,328,384 3,581,980
22,280,932 18.202,146
253,763 253,763
101,506,741 116,880,858
15,632,889 4,624,153
(2,908,183) (15,632,889)
114,231,447 105,872,122
2,213,599 1,100,785
(1,383,820) (2,213,599)
115,061,226 104,759,308
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24

)
N

26

For the year ended December 31,

2016 2015

Other income
L.and lease waived by the landlord * - 1,859,520
Other income 59,370 388,797
Gain on disposal of property, plant and equipment - 3,280
59,370 2,251,603

In 2015, land leasc rent for the period from September 30, 2014 to December 31, 2014 was waived off by the
landlord.

Selling and distribution cxpenses

Salaries and bencfits 7,823,160 5,302,197
I'reight and handling expenses 15,322,270 15,630,010
Business promotion and other expenses 3,811,026 3,065910
Depreciation on property, plant and equipment (nole 5) 10,590 1,664
26,967,046 23,999,781
Administrative expenses W
Salaries and related benefits 4,652,359 4,762,640
Rent 420,923 357456
Travelling and convevance 517,347 345,468
Legal and professional expenses 1,045,156 908,261
Insurance 634,028 552,744
Repairs and maintenance 183,701 95,513
Communication 364,845 366,047
Depreciation on property, plant and equipment {nete 5) 1,392,651 1,406,857
Less on disposal of property plant and equipment 7,921 -
Loss on write off property, plant and equipment 206,678 -
Miscellaneous 654,014 843,455
10,079,623 9,638,441

Finance costs

Interest on preference shares 3,724,362 1,865,629
Bank interest and charges 17,902,790 21,496,834
21,627,152 23,362,463
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Financial instruments

a) Significamt accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the
basis of measurement and the basis on which income and expenses are recognised, in respect of each class of
financial asset, financial liability are disclosed in note 4 to the [inancial statements.

b) Fair value of finuncial assets and financial liuhilities that are not measured at fuir value on recurring busis.

<

et

As at December 31, As at December 31,

2016 2015 2016 2015

Fingncial assets Carrying amount Fair value
Trade receivables 29,068,092 25,281,389 29,068,092 25,281,389
Due from a related party 31,786 31,786 31,786 31,786
Other receivables 2,633,723 858,487 2,633,723 858,487
Cash and bank balances 4,298,527 2,311,765 4,298,527 2,311,765
36,032,128 28,483,427 36,032,128 28,483,427

Financial liabifities

Redecmahle preference shares 139,379,964 113,176,676 139,379,964 113,176,676
Interest payable 7,290,254 3,565,892 7,290,254 3,565,892
Bank borrowings 364,315,277 376,614,148 364,315,277 376,614,148
Trade and other payables 26,533,081 17,499,757 26,533,681 17,459,157
537,519,176 510,856,473 537,519,176 510,856,473

Financial instruments comprise of financial assets and financial liabilities.

‘The fair value of the financial assets and liabilities is included at the amount at which the instrument could be
exchanged in a current transaction between knowledgeable willing parties.

Financial assets consist of cash and bank balances, other receivables, due from a related party and trade
receivables. Financial liabilitics consist of trade and other payables, bank borrowings, interest payable and
redcemable preference shares.

As al the reporting date, financial assets and financial liabilities approximate their carrying values,
Valuation premise for financial instruments that are not meus ured at fuir valiue on recurring basis

The following methods and assumptions were used to estimate the fair values:

Receivables are evaluated by the Entity based on parameters such as interest rates, individual creditworthiness of
the customer. Based on this cvaluation, altowances are taken into account for the expected losses ol these
receivables. As at December 31, 2016, the carrying amounts of such reccivables, were not materially different
from their calculated fair values.

The fair value of unquoted instruments, loans from banks and other financial liabilities, obligations under finance
leascs as well as other non-current financial liabilities is estimated by discounting future cash flows using rates
currently available for debt on simitar terms, credit risk and remaining maturities.
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28

a)

Financial risk management objectives

The Enlity management set cur the Lntity’s overall business strategies and its risk management philosophy. The Enlity’s
overall financial risk management program secks Lo minimize potential adverse effects on the financial performance of the
Cntity. The Entity policies include financial risk management policies covering specific arcas, such as market risk (including
foreign exchange risk, interest rate risk), liquidity risk and credit risk. Periodic reviews are undertaken to ensure that the
Lntity’s policy guidelines are complied with,

There has been no change 1o the Entity’s exposure to these financial risks or the manner in which it manages and measures
the risk.

Foreign currency risk management

The Entity undertakes certain transactions denominated in foreign currencies. 1lence, exposures to exchange rate fluctuations
arise,

There are no significant exchange rate risks, as substantially all financial assets and financial liabilities are denominated in
Arab Fmirates Dirhams, other (.C.C. currencies or 1.5, Dollars to which the Arab Emirates Dirhams is fixed.

b) Interest rate risk management

et

The Entity's exposure to the risk of changes in market interest rates relates primarily to the Entity’s borrowings with floating
interest rates. The Lntity’s policy is to manage its interest cost using a mix of fixed and variable rate debts. Interest on
financial instruments having Moating rates is re-priced at intervals of less than one year and intercst on financial instruments
having fixed rate is fixed until the maturity of the instrument. .

.

Interest rafe sensitivity analysis,

The sensitivity analysis below have been determined based an the exposure to interest rates for non-derivative instruments at
the reporting date. For floating rate liabilities, the analysis is preparcd assuming the amount of liability outstanding at the
reporting date was outstanding for the whole year. A 50 basis point increase or decrease is uscd for reporting interest rate risk
internally to key management personncl and represents management's assessment of the reasonable possible change in
intcrest rates.

[{ interest rates had been 50 basis points higher/(Jower) and all other variables were held constant, the Entity's profit for the
vear then ended would (decrease)/increase by AED | 821,576 (2015: (decrease)/increase by ALD 1,883,071).
Ligulidity risk management

Ultimate responsibility for liquidity risk management rests with the management which has built an appropriate liquidity risk
management framework for the management of the Entity’s short, medium and long-term funding and liquidity management
requircments. The Entity manages liquidity risk by maintaining adequate reserves, continuously monitoring forccast and
actual cash flows and matching the maturity profiles of financial assets and liabilities.

The Entity has access to Joans from its shareholders at its disposal to further reduce liquidity risk.

Liguidity and interest risk tubles:

The table below summarises the maturity profile of the Entity’s financial assets and financial liabilities. The contractual
maturities of the financial assets and financial labilitics have been determined on the basis of the remaining period at the
financial position date to the contractual maturity date. The maturity profile of the assets and liabilities at the statement of
financial position date based on contractual repayment arrangements were as follows:
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28  Financial risk management objectives (continued)
¢) Liguidity risk management feontinued)
Licpuidity and interest risk tables {continwed)
(nterest bearing

Non Interest bearing

demand or demand or

less than 3 Within 1 More than  less than 3 Within 1 More than |
Particulars months year 1 year months year year Total

As at December 31, 2016
Financial assets
Trade receivables - - - - 26,068,092 - 29,068,092
[Due from a
related party - - - - 31,786 - 31,786
Other reccivables - - - - 2,633,723 - 2,633,725
Cash and bank
balances - - - 4,298,527 - - 4,298,527
- - - 4,298,527 31,733,601 - 36,032,128

Financial liabilities

Redeemable

prefercnce shares ' - - 139,379,964

139,379,964

Intcrest pavable - - 7,290,254 - - - 7,200,254

Bank borrowings 18.868,062 27,866,394 317,580,821 - - - 364,315,277

Trade and other a

payables - - - - 26,533,681 - 26,533,681
18,868,062 27,866,394 464,251,039 - 26,533,681 - 537,519,176

As at December 31, 2015

Financial assets

Trade receivables - - - - 25,281,389 - 25,281,389

Due from a

related party - - - - 31,786 - 31,786

Other receivables - - - - 858,487 - 858,487

Cash and bank

balances - - - 2,311,765 - - 2311765

- - - 2,311,765 26,171,662 - 28,483,427

Financial liabilities

Redeemable

preference shares - - 113,176,676 - - - 113,176,676

interest payable - - 3,565,892 - - - 3,565,892

Bank borrowings 11,863,247 40,836,402 323,914,499 - - - 376,614,148

I'rade and othet

payables - - - - 17,499,757 - 17,499,757
11,863,247 40,836,402 440,637,067 - 17,499,757 - 510,856,473
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28  Financial risk management objectives (continued)
d) Credit risk management

Credit risk refers to the risk that the counterparty will default on its contractual obligations resulting in financial loss to the
Entity. The Entity has adopted a policy of only dealing with creditworthy counterparties. The Entity’s credit exposure 18
continuously monitored and regularly reviewed by the management and the Entity maintains an allowance for doubtful debts
based on cxpected collectability of all trade receivables.
Trade receivables consist of a number of customers. Ongoing credit cvaluation is performed on the financial condition of
trade receivables. Further details of credit risks on trade and other receivables are disclosed in notes 9 & 11 to the financial
statements.
The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by
international credit-rating agencies.
The carrying amounts of the financial assets recorded in the financial statements, which is net of impairment losses,
represents the Entity’s maximum exposure to credit risks.

29  Capital risk management

The Entity manages its capital Lo ensure that it will be able to continue as a going concern while maximizing the return to
stakeholders through the optimization of the equity balance. The Entity’s overall strategy remains unchanged from prior year.

The capital structure of the Entity consists of equily comprising issued capital, accumulatcd (losses) and compulsory

convertible prefercnce shares as disclosed in the financial statements.
As at December 31,

30 Contingent liabilitics 2016 2015
I.ctter of guarantees . 2,286,725 2,286,725
Letters of credit 8,887,450 -

Except for the above and ongoing business obligations which arc under normal course of business against which no loss is
expected, there has been no other known contingent liability on the Entity's financial statements as of the reporting date.

31 Commitments As at December 31,
2016 2015
Commitment towards acquisition of plant and machinery 2,894,221 8,641,550

The Entity obtained a land Plot no. 7, Block K, Habhab, Tawain - Fujairah - United Arab Emirates under operating lease
from Fujairah Municipality, Fujairah - United Arab Fmirates. The leasc is for a period of 25 years, wilh an option to renew
the loase after that date for further 25 years {note 5).

Non-cancelable operating lease commitments: As at December 31,
2016 2013
Not longer than 1 year 8,376,421 8,376,421
Longer than | year and not longer than 5 years 33,505,684 33,505,684
Longer than 5 years 100,517,052 108,893,473

Except for the above and ongoing business obligations which are under normal course of business against which no loss is
expected, there has been no other known commilment on the Lntity's financial statements as of reporting date.
32  Comparative amounts

Certain figures for the previous year were regroupedireclassified, wherever necessary, 10 conform 1r current year's

presentation. However, such reclassifications do not have any impact on the previously reported financial rasult or equity.
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