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Review Report
101480005

M/s. Ras Al-Khaimah Cement Company,

A Public Shareholding Company,

Ras AL-Khaimah - United Arab Emirates.

We have reviewed the accompanying balance sheet of Ras Al-Khaimah Cement Company (a public shareholding company) – Ras Al-Khaimah as of 31 March 2004 and the related statements of income, changes in shareholders’ equity and cash flows for the period then ended which are presented on pages 2 to 13.  These condensed interim financial statements are the responsibility of the Company's Board of Directors.  Our responsibility is to issue a report on these condensed interim financial statements based on our review.

We conducted our review in accordance with International Auditing Standards applicable to review engagements.  These standards require that we plan and perform the review to obtain moderate assurance as to whether the financial statements are free of material misstatement.  A review is limited primarily to inquiries of Company's personnel and analytical procedures applied to financial data and thus provides less assurance than an audit. We have not performed an audit and accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying condensed interim financial statements are not presented fairly, in all material respects, in accordance with International Accounting Standards.

TALAL ABU-GHAZALEH & CO.

TALAT FARES ZABEN

LICENSED AUDITOR NO. 68

Ras Al-Khaimah,

19th  April 2004 
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BALANCE SHEET










                EXHIBIT A

	
	
	                              As At_________________

	ASSETS
	Note 
	31 March

2004
	31 December

2003
	31 March

2003

	NON-CURRENT ASSETS:
	
	AED
	AED
	AED

	
	
	
	
	

	Property, plant and equipment 
	2 (c) & 3
	514,982,115
	519,673,694
	533,713,187

	
	
	
	
	

	
	
	
	
	

	CURRENT ASSETS:
	
	
	
	

	Inventories 
	2 (d) 
	23,462,344
	28,343,278
	21,875,687

	Trade accounts receivable & others 
	2 (e) 
	64,765,533
	60,518,924
	50,762,887

	Cash and cash equivalents 
	2 ( f) 
	152,922
	39,288
	       89,070

	
	
	__________
	__________
	_________

	Total Current Assets
	
	  88,380,799
	  88,901,490
	72,727,644

	
	
	
	
	

	
	
	
	
	

	
	
	__________
	__________
	__________

	TOTAL ASSETS
	
	603,362,914
	608,575,184
	606,440,831

	
	
	=========
	=========
	=========


THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL

 PART OF THESE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

These condensed interim financial statements have been  
approved for issue on 19th April  2004 by:

                       CHAIRMAN     

                                          GENERAL MANAGER
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               EXHIBIT A

	
	
	                            As At__  __________

	SHAREHOLDERS’ EQUITY AND LIABILITIES
	Note 
	31 March

2004
	31 December

2003
	31 March

2003

	CAPITAL AND RESERVES:
	
	AED
	AED
	AED

	
	
	
	
	

	Share capital 
	
	400,000,000
	400,000,000
	400,000,000

	Reserves 
	
	15,610,374
	15,610,374
	9,604,663

	Accumulated (losses)
	
	(5,451,429)
	(13,994,008)
	(31,813,982)

	 
	
	__________
	__________
	__________

	Net Shareholders’ Equity – Exhibit C
	
	410,158,945
	401,616,366
	377,790,681

	 
	
	
	
	

	NON-CURRENT LIABILITIES:
	
	
	
	

	End of service benefits obligation
	2 (g) 
	1,198,897
	1,078,610
	     871,624

	Loan from related party
	4
	100,000,000
	100,000,000
	100,000,000

	Medium-term bank loan 
	2 (h) & 5
	28,555,000
	28,555,000
	39,574,000

	Obligation under finance leases 
	
	--
	--
	  3,320,827

	
	
	__________
	__________
	 __________

	Total Non-Current Liabilities
	
	129,753,897
	129,633,610
	143,766,451

	
	
	
	
	

	CURRENT LIABILITIES:
	
	
	
	

	Current maturities of bank loan 
	2 (h) & 5
	11,019,000
	11,019,000
	11,019,000

	Trade accounts payable and others 
	2 (i)
	52,431,072
	63,621,149
	53,612,236

	Current portion of finance leases 
	
	--
	--
	3,516,012

	Short-term borrowings 
	
	--
	2,685,059
	16,736,451

	 
	
	__________
	__________
	__________

	Total Current Liabilities
	
	  63,450,072
	  77,325,208
	  84,883,699

	 
	
	
	
	

	
	
	__________
	__________
	__________

	TOTAL SHAREHOLDERS’ EQUITY AND  LIABILITIES
	
	603,362,914
	608,575,184
	606,440,831

	
	
	=========
	=========
	=========


THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF
 THESE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

These condensed interim financial statements have been  
approved for issue on  19th April  2004 by:

                         CHAIRMAN                                                     GENERAL MANAGER
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               EXHIBIT B

	
	Note
	31 March

2004
	31 March

2003

	
	
	AED
	AED

	
	
	 
	 

	Sales revenue
	2 (k)
	46,786,679
	39,753,844

	Cost of sales 
	
	(35,019,035)
	(29,681,577)

	
	
	__________
	__________

	Gross profit
	
	11,767,644
	10,072,267

	Other operating income 
	
	180,982
	23,793

	Marketing expenses 
	
	(350,504)
	(229,538)

	Administrative expenses
	
	(1,918,033)
	(1,933,054)

	
	
	__________
	__________

	Profit from operations 
	
	9,680,089
	7,933,468

	Finance cost
	
	(1,137,510)
	(1,730,602)

	
	
	__________
	__________

	Net profit for the period - Exhibit C
	
	8,542,579
	6,202,866

	
	
	=========
	=========

	
	
	
	

	Basic earning per share
	
	0.21
	0.15

	
	
	========
	========


THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF
THESE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
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EXHIBIT C

	
	Capital
	Reserves
	Accumulated (losses)
	Net 

	DESCRIPTION
	AED
	AED
	AED
	AED

	
	
	
	
	

	Shareholders’ Equity, 31 December 2002 
	400,000,000
	9,604,663
	(38,016,848)
	371,587,815

	Net profit for the period 
	--
	--
	    6,202,866
	     6,202,866

	
	_________
	________
	__________
	__________

	Shareholders' Equity,

31 March 2003 - Exhibit A
	400,000,000
	9,604,663
	(31,813,982)
	377,790,681

	
	========
	=======
	=========
	=========

	Shareholders’ Equity, 31 December 2003 – Exhibit A
	400,000,000
	15,610,374
	(13,994,008)
	401,616,366

	Net profit for the period 
	--
	--
	8,542,579
	8,542,579

	
	_________
	________
	__________
	__________

	Shareholders' Equity,

31 March 2004 - Exhibit A
	400,000,000
	15,610,374
	(5,451,429)
	410,158,945

	
	========
	=======
	=========
	=========


THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF  

THESE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
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EXHIBIT D

	
	31 March 2004
	31 March 2003

	CASH FLOWS FROM OPERATING ACTIVITIES:
	AED
	AED

	Net profit for the period – Exhibit B
	8,542,579
	6,202,866

	Adjustments for:
	
	

	Depreciation 
	5,273,124
	5,231,771

	End of service benefits
	120,287
	(13,566)

	Profit from sale of property & equipment
	--
	(5,100)

	Finance Cost 
	    1,137,510
	  1,730,602

	Profit before working capital changes
	15,073,500
	13,146,573

	Current assets – Decrease/(Increase)
	634,325
	(11,432,605)

	Current liabilities – (Decrease)/Increase
	(11,033,405)
	796,564

	
	__________
	__________

	Net cash from operating activities
	4,674,420
	2,510,532

	
	=========
	=========

	CASH FLOWS FROM INVESTING ACTIVITIES:
	
	

	Purchase of property, plant and equipment
	(581,545)
	(115,991)

	Proceeds from disposal of property and equipment
	--
	5,100

	
	__________
	__________

	Net cash (used in) investing activities
	(581,545)
	(110,891)

	
	=========
	=========

	CASH FLOWS FROM FINANCING ACTIVITIES:
	
	

	Short term borrowings
	(2,685,059)
	(919,558)

	Finance cost paid
	(1,294,182)
	(555,707)

	Loan received from a related company
	--
	100,000,000

	Repayment of medium-term bank loan 
	--
	(100,000,000)

	Repayment of finance lease
	--
	(879,003)

	
	__________
	__________

	Net cash (used in) financing activities
	(3,979,241)
	(2,354,268) 

	
	=========
	=========

	Net Increase in cash and cash equivalents
	113,634
	 45,373 

	Cash and cash equivalents at beginning of the period
	39,288
	43,697 

	
	__________
	__________

	CASH AND CASH EQUIVALENTS AT END OF THE PERIOD  – Note 2 (f) & Exhibit A
	152,922
	89,070 

	
	=========
	=========


THE ACCOMPANYING NOTES CONSTITUE AN INTEGRAL PART OF 

THESE CONDENCED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
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UNITED ARAB EMIRATES

NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS
________________________________________________________________________________________

1. COMPANY INCORPORATION AND ACTIVITIES:
Ras Al Khaimah Cement Company, a public shareholding company (hereinafter referred to as “the Company”) was incorporated in Ras Al Khaimah by Amiri Decree number 4 dated May 27, 1995 being issued by H.H. Sheikh Saqr Bin Mohammad Al Qassimi, The Ruler of the Emirate of Ras Al Khaimah and its dependencies.  The Company was duly registered according to the law with the official competent authorities and Ministry of Economy and Commerce.  The ministerial decision number 7 concerning approval of the Company’s incorporation was issued on February 11, 1996.

The main activity of the Company is producing and marketing portland cement.  The Company has started its commercial production on 1st April 2000.

As of the financial statements’ date, the Company had 150 full time employees according to its records (149 employees as of 31 March 2003).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
The condensed interim financial statements of the Company have been presented in accordance with International Accounting Standards and applicable requirements of UAE federal Law No.8 of 1984 (and its amendments) relating to commercial companies.  The following is a summary of the significant accounting policies used.

a) Accounting convention:

The Company’s condensed interim financial statements have been prepared under the historical cost convention.

b) Trade and settlement date accounting:

The Company adopts the trade date accounting for the regular way purchase or sale of various categories of financial assets. Trade date accounting requires the recognition of the financial asset on the date of its acquisition or sale by the Company.
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c) Property, plant and equipment:
i) Depreciation:

Property, plant and equipment are stated at cost less accumulated depreciation thereon up to the financial statements' date.  The Company applies the straight-line method in depreciating its property, plant and equipment over their estimated useful lives. The annual rates of depreciation used for the various assets are as follows:

	
	
	

	
	    %__
	

	Factory building
	3.33
	

	Plant & equipment
	3.33
	

	Mobile equipment & passenger cars
	10-25
	

	Office furniture & equipment
	10-33
	

	Improvements
	20-25
	

	Specialized tools
	25
	


Loose tools are not subject to depreciation, instead replacements of such tools will be directly charged to expense as incurred.

ii) Capitalization:

Expenses incurred in connection with the enhancement of economic life of asset, its capacity, improving the quality of the output or reducing substantially operating costs are capitalized.  Maintenance and repairs are expensed as incurred.

Upon disposal of property, plant and equipment items, the assets value and related accumulated depreciation up to the date of disposal are removed from the accounts and any resulting gain or loss is reflected currently in statement of income.

iii) Recoverable amounts of assets:
The Company’s policy is to review annually the recoverable amount of assets comprising its primary cash-generating unit and whenever events or changes indicate that the carrying amount of assets may not be recoverable, an impairment loss is recognized. The Company estimates the net selling price of assets comprising its cash-generating unit based on the best information available to reflect the amount that the Company could obtain, at the balance sheet date from the disposal of the assets in an arms length transaction after the costs of disposal.

The Company determines the value in use by estimating the future net cash flows to be derived from continuing use of the asset and from its ultimate disposal and applying an appropriate discount rate to these future cash flows.
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d) Inventories:

Inventories include finished and semi-finished cement, raw materials, spare parts and consumables. 
Finished and semi-finished cement are valued at the lower of production cost or net realizable value.  Actual cost includes cost of raw materials and labour and appropriate proportionate share of the manufacturing overhead.  Raw materials are stated at the average cost basis, but not in excess of net realizable value thereof.  
Spare parts and consumables are valued at the lower of average costs or its market value.

e) Trade accounts receivable:
Short-term trade accounts receivables are measured at the issued invoice amount. 

f) Cash and cash equivalents:

Cash represents cash on hand plus balances of bank checking accounts less bank overdraft balances that fluctuate from debit to credit during the period (if any). Cash equivalents represent the entire highly liquid investments which are readily convertible into known amounts of cash and which are exposed to an insignificant risk of changes in value. Cash equivalents include call deposits and term deposits with original maturity of three months or less from the date of placement.

g) End of service benefits obligation:

The end of service benefits obligation (indemnity) is accounted for the employees and labour of non-UAE national on the basis of UAE Federal Labour Law. 
h) Loans:

Loans are stated in the balance sheet at the original amount less instalments paid. Interest rate used for this loan is the market interest rate and which is  recorded in the books of account on monthly basis.

i) Trade accounts payable:

Trade accounts payable are measured at the supplier invoice amount.

j) Short-term employees' benefits :

Short-term employees' benefits obligation consists of the provision for leave salaries and air passage tickets.  Provision for leave is accounted for on the basis of one month of basic salary plus house allowance for every completed year of service.  The provision for air passage tickets is provided for as per the terms and conditions of the underlying employment contracts for which the computation is effected based on current market prices of air tickets as of the financial statements' date.
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k) Revenue recognition:

Cash sales are recognized upon collecting cash proceeds from sales, which concurrently accompanied by issuing cash sales invoices to customers. Credit sales are recognized when current products are delivered or shipped to customers assuming no further obligation remaining on the part of the Company as a result of shipment of current products to customers.

l) Pension:

Pension expenses pertaining to UAE National workforce is accounted for in accordance with UAE Federal Law No.(7) of 1999.


m) Foreign Currency:

Assets and liabilities in foreign currencies are converted into U.A.E. Dirhams at exchange rates prevailing at the balance sheet date.  

Foreign currency transactions consummated during the period were converted into UAE Dirhams at actual exchange rates ruling at the time of these transactions.  Any exchange gains or losses resulting from the variation in exchange rates are taken currently to statement of income.

n) Financial instruments:

The Company’s financial instruments are principally comprised of trade accounts receivables and others, notes receivable, cash and cash equivalents, end of service benefits obligation, loan from related party, medium-term bank loan, obligation under finance leases, trade accounts payable and others and short-term borrowings.

The Company use different assumptions to estimate the fair value of the financial instruments. The significant assumptions underlying the estimation of fair value of financial instruments, includes, reference to quoted market prices, estimating the net realizable value, applying the discounted cash flows approach using current market interest rate, and other assumption depending on the management past experience.

If an objective evidence existing that a financial instrument may be impaired, the impairment losses recognized in the income statement for the current period.
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4.  LOAN  FROM RELATED PARTY:
The Company had entered into a loan agreement with a related company, Union Cement Company – P.S.C. (UCC) and obtained a loan from UCC in an amount of US$ 27,225,701 equivalent of UAE Dirhams 100,000,000.  The loan was disbursed by UCC and received by the Company on 19th March 2003.  The objective of the loan obtained from UCC is to decrease the medium term bank loan previously obtained from the National Bank of Ras Al Khaimah (refer to Note # 5).

The loan is available for a period of one year and will be repayable in full on the repayment date together with the specified interest rate.  The final repayment date of the loan is 18th March 2004.  The loan may be renewed unless notice of required repayment is given by the UCC 90 days before the expiry of the loan.  The loan has been renewed automatically for a further period of one year which ends on 18th March 2005, since the UCC did not give any notice to the Company to settle the above loan.
The interest rate will be charged on the above loan at a margin of 0.625% over the six month LIBOR.  The National Bank of Ras Al Khaimah before the commencement of relevant interest period determines the LIBOR.  The applicable six month LIBOR as determined by the bank for the next interest period commencing 19th March 2004 will be 1.15%,  therefore, the effective interest rate for the first six month period will be 1.775%.

The National Bank of Ras Al Khaimah had issued a bank guarantee to UCC on behalf of the Company for an equal amount of principal loan amounting to US$ 27,225,701 or UAE Dirhams 100,000,000.

5. MEDIUM–TERM BANK LOAN:

a) The medium-term bank loan facility was obtained for financing the acquisition of property, plant and equipment of the Company’s cement manufacturing plant (Refer to note No.3).


The Company pays interest on this loan at a floating rate of interest. The floating rate of interest is determined by the domestic bank to be the aggregate of a margin plus LIBOR applicable to interest period. Subject to other conditions of the loan agreement the duration of each interest period is six months. The effective interest rate as of 31 March 2004 was 3% on this loan.

On  11th March 2003, the Company agreed with the domestic bank to reschedule the loan balance after repayment of AED 100,000,000 which is received from a related company, Union Cement Company (refer to Note No. 4). The repayment of AED 100,000,000 was made on 19th March 2003 and the loan balance amounting to AED 50,593,000 was rescheduled to be repaid in 10 semi-annual installments commencing from 30th June 2003 and ending on 31st December 2007.
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b) Medium-term bank loan is stated at the principal amount less instalments paid as follows:
	     
	31 March 2004
	31 December 2003
	31 March 2003

	
	AED
	AED
	AED

	
	
	
	

	Loan balance as at 1st January
	39,574,000
	150,593,000
	150,593,000

	Instalments paid during the period
	--
	(11,019,000)
	--

	Payment made by UCC
	--
	(100,000,000)
	(100,000,000)

	
	__________
	__________
	__________

	Loan balance as at 31 December 
	39,574,000
	39,574,000
	50,593,000

	
	=========
	=========
	=========


c) The maturity-wise details of the loan are as follows:



	
	31 March 2004
	31 December 2003
	31 March 2003

	
	AED
	AED
	AED

	
	
	
	

	Medium-term bank loan – Exhibit A
	28,555,000
	28,555,000
	39,574,000

	Current maturities of bank loan

 – Exhibit A
	11,019,000
	11,019,000
	11,019,000

	
	__________
	__________
	__________

	Total
	39,574,000
	39,574,000
	50,593,000

	
	=========
	=========
	=========


d) The estimated interest for the above loan accruing thereon up to maturity is           AED 2,169,148 (according to interest rate for the loan as on 31 March 2004. Therefore, the total of minimum loan payment is AED 41,743,148 including estimated interest.

e) The above medium-term bank loan has been secured by the following:

· Fully assigned all insurance policies covered buildings, plant & equipment, and loss of profit to the bank.

· Assignment of bank guarantees received from the customers in favour of the bank.

6. GENERAL:
a)  Prior period’s figures have been reclassified for the purpose of comparison.

b) The figures in these condensed interim financial statements are rounded to the nearest Dirham of United Arab Emirates.
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3. PROPERTY, PLANT  AND EQUIPMENT:
a) Property, plant and equipment have been stated at cost less accumulated depreciation up to the financial statements’ date, as follows:

	COST
	Factory

 Building
	Plant & Equipment
	Mobile Equipment & Passenger Cars
	Office Furniture & Equipment
	Improvements
	Specialized tools 
	Total

	
	AED
	AED
	AED
	AED
	AED
	AED
	AED

	As at 1 January 2004
	23,820,928
	586,330,340
	2,062,689
	1,825,444
	299,490
	497,472
	614,836,363

	Additions 
	--
	336,545
	245,000
	--
	--
	--
	581,545

	
	_________
	__________
	_________
	_________
	_________
	________
	__________

	As at 31 March 2004
	23,820,928
	586,666,885
	2,307,689
	1,825,444
	299,490
	497,472
	615,417,908

	
	========
	=========
	========
	========
	========
	=======
	=========

	ACCUMULATED DEPRECIATION
	
	
	
	
	
	
	

	As at 1 January 2004
	3,625,171
	88,938,960
	914,585
	1,314,885
	299,490
	69,578
	95,162,669

	Additions
	192,351
	4,936,587
	97,643
	41,878
	--
	4,665
	5,273,124

	
	_________
	_________
	_________
	_________
	_________
	_________
	__________

	As at 31 March 2004
	3,817,522
	93,875,547
	1,012,228
	1,356,763
	299,490
	74,243
	100,435,793

	
	========
	========
	========
	========
	========
	========
	=========

	CARRYING VALUE:
	
	
	
	
	
	
	

	As at 31 March 2003  -  Exhibit A
	 20,772,810
	511,149,178
	855,251
	480,659
	13,400
	441,889
	533,713,187

	
	========
	=========
	========
	=======
	========
	========
	=========

	As at 31 December 2003  -  Exhibit A
	20,195,757
	497,391,380
	1,148,104
	510,559
	--
	427,894
	519,673,694

	
	========
	=========
	========
	=======
	========
	========
	=========

	As at 31 March 2004  -  Exhibit A
	20,003,406
	492,791,338
	1,295,461
	468,681
	--
	423,229
	514,982,115

	
	========
	=========
	========
	=======
	========
	========
	=========


b)  Factory buildings, plant and equipment shown above amounting to AED 23,820,928 & 586,666,885 respectivly are covered with insurance policies, which are fully assigned to the bank against medium-term bank loan (refer to Note No. 5).

c)    The Company's plant is constructed on a leased land renewable on annual basis.

d)    Recoverable amounts of assets comprising of Company’s cash-generating unit:
Based on available with management information, the recoverable amount of assets pertaining to the Company’s cash-generating unit, no adjustment is required for carrying amounts of such assets as both the net selling price and the value in use are higher than the carrying amount of these assets as of the balance sheet date.
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