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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 2005 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 12.  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 Financial Reporting Standards.

ALDAR AUDIT BUREAU

TALAL ABU-GHAZALEH & CO.

TALAT FARES ZABEN

LICENSED AUDITOR NO. 68

Ras Al-Khaimah,

14th  April 2005 
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RAS AL KHAIMAH

UNITED ARAB EMIRATES

BALANCE SHEET










                EXHIBIT A

	
	
	                              As At_________________

	ASSETS
	Note 
	31 March

2005
	31 December

2004
	31 March

2004

	NON-CURRENT ASSETS:
	
	AED
	AED
	AED

	
	
	
	
	

	Property, plant and equipment 
	2 (c) & 3
	498,829,142
	503,926,090
	514,982,115

	Capital spare parts
	 
	8,599,285
	8,709,000
	9,009,000

	 
	 
	__________
	__________
	__________

	Total Non-Current Assets
	 
	507,428,427
	512,635,090
	523,991,115

	
	
	
	
	

	
	
	
	
	

	CURRENT ASSETS:
	
	
	
	

	Inventories 
	2 (e) 
	24,293,942
	23,087,039
	14,453,344

	Trade accounts receivable & others 
	2 (f) 
	99,552,237
	92,238,181
	64,765,533

	Cash and cash equivalents 
	2 (g) 
	48,222
	37,940
	152,922

	
	
	__________
	__________
	_________

	Total Current Assets
	
	123,894,401
	115,363,160
	 79,371,799

	
	
	
	
	

	
	
	
	
	

	
	
	__________
	__________
	__________

	TOTAL ASSETS
	
	631,322,828
	627,998,250
	603,362,914

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


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 17th April  2005 by:

                       CHAIRMAN     

                                          GENERAL MANAGER
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               EXHIBIT A

	
	
	                            As At__  __________

	SHAREHOLDERS’ EQUITY AND LIABILITIES
	Note 
	31 March

2005
	31 December

2004
	31 March

2004

	CAPITAL AND RESERVES:
	
	AED
	AED
	AED

	
	
	
	
	

	Share capital 
	4
	400,000,000
	400,000,000
	400,000,000

	Reserves 
	
	34,817,750
	34,817,750
	15,610,374

	Proposed bonus shares
	5
	40,000,000
	40,000,000
	--

	Accumulated profit/(losses)
	
	53,886,333
	22,835,495
	(5,451,429)

	 
	
	__________
	__________
	__________

	Net Shareholders’ Equity – Exhibit C
	
	528,704,083
	497,653,245
	410,158,945

	 
	
	
	
	

	NON-CURRENT LIABILITIES:
	
	
	
	

	End of service benefits obligation
	2 (h) 
	    1,480,052
	    1,330,718
	    1,198,897

	
	
	
	
	

	CURRENT LIABILITIES:
	
	
	
	

	Loan from related company (UCC)
	6
	70,000,000
	100,000,000
	100,000,000

	Bank loan 
	
	--
	--
	39,574,000

	Trade accounts payable and others 
	2 (j)
	29,445,479
	28,823,901
	52,431,072

	Short-term borrowings 
	
	1,693,214
	190,386
	--

	 
	
	__________
	__________
	__________

	Total Current Liabilities
	
	101,138,693
	129,014,287
	192,005,072

	 
	
	
	
	

	
	
	__________
	__________
	__________

	TOTAL SHAREHOLDERS’ EQUITY AND  LIABILITIES
	
	631,322,828
	627,998,250
	603,362,914

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


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  17th April 2005 by:

                         CHAIRMAN                                                     GENERAL MANAGER
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               EXHIBIT B

	
	Note
	31 March

2005
	31 March

2004

	
	
	AED
	AED

	
	
	 
	 

	Sales revenue
	
	74,116,501
	46,786,679

	Cost of sales 
	
	(39,870,227)
	(35,019,035)

	
	
	__________
	__________

	Gross profit
	
	34,246,274
	11,767,644

	Other operating income 
	
	524
	180,982

	Marketing expenses 
	
	(224,024)
	(350,504)

	Administrative expenses
	
	(2,205,442)
	(1,918,033)

	
	
	__________
	__________

	Profit from operations 
	
	31,817,332
	9,680,089

	Finance cost
	
	(766,494)
	(1,137,510)

	
	
	__________
	__________

	Net profit for the period - Exhibit C
	
	31,050,838
	8,542,579

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

	
	
	
	

	Basic earning per share
	
	0.078
	0.021

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


THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF

THESE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
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EXHIBIT D

	
	31 March 2005
	31 March 2004

	CASH FLOWS FROM OPERATING ACTIVITIES:
	AED
	AED

	Net profit for the period – Exhibit B
	31,050,838
	8,542,579

	Adjustments for:
	
	

	Depreciation 
	5,298,917
	5,273,124

	End of service benefits
	149,334
	120,287

	Finance Cost 
	       766,494
	    1,137,510

	Profit before working capital changes
	37,265,583
	15,073,500

	Inventories – (Increase)/Decrease
	(1,097,188)
	4,880,934

	Trade accounts receivable & others – (Increase)
	(7,314,056)
	(4,246,609)

	Trade accounts payable and others – Increase/(Decrease)
	1,298,125
	(11,033,405)

	
	__________
	__________

	Net cash from operating activities
	30,152,464
	4,674,420

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

	CASH FLOWS FROM INVESTING ACTIVITIES:
	
	

	Purchase of property and equipment
	(201,969)
	(581,545)

	
	__________
	__________

	Net cash (used in) investing activities
	(201,969)
	(581,545)

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

	CASH FLOWS FROM FINANCING ACTIVITIES:
	
	

	Short term borrowings
	1,502,828
	(2,685,059)

	Repayment of related company loan
	(30,000,000)
	--

	Finance cost paid
	(1,443,041)
	(1,294,182)

	
	__________
	__________

	Net cash (used in) financing activities
	(29,940,213)
	(3,979,241)

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

	Net Increase in cash and cash equivalents
	10,282
	113,634

	Cash and cash equivalents at beginning of the period
	37,940
	39,288

	
	__________
	__________

	CASH AND CASH EQUIVALENTS AT END OF THE PERIOD  – Note 2 (g) & Exhibit A
	48,222
	152,922

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


THE ACCOMPANYING NOTES CONSTITUE AN INTEGRAL PART OF 

THESE CONDENCED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
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RAS AL KHAIMAH

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 147 full time employees according to its records (150 employees as of 31 March 2004).

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) Capital spare parts:

Capital spare parts are stated at cost less accumulated depreciation.  The Company applies straight-line method in depreciating its capital spare parts over the estimated useful life of plant & equipment which is 3.33% yearly.

e) 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.

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

g) 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.

h) 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. 
i) 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.

j) Trade accounts payable:

Trade accounts payable are measured at the supplier invoice amount.
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k) 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.

l) 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.

m) Pension:

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


n) 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.

o) 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 company, 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. SHARE CAPITAL:

The Company’s share capital consists of fully paid-up 400,000,000 ordinary shares of one Dirham par value per share, as per the extraordinary assembly meeting held in 7th July 2004.

5. PROPOSED BONUS SHARES:
Proposed bonus shares is subject to approval of General Assembly Meeting when it is held.

6. LOAN FROM RELATED COMPANY:
The Company in agreement with Union Cement Company plan to repay the loan in monthly installments starting from January 2005.  The loan will be fully paid by 31 December 2005.

The interest rate to be charged on the above loan at a margin of 0.625% over the six month LIBOR.  The LIBOR for the next six-month period started from 19th March 2005 as determined by the National Bank of Ras Al-Khaimah is 3.296%, therefore,  the effective interest rate for the first period of 2005 will be 3,921%.

The transaction over this loan during the period was as follows:

	
	31 March

2005
	31 December

2004
	31 March

2004

	
	AED
	AED
	AED

	
	
	
	

	Balance as of 1 January
	100,000,000
	100,000,000
	100,000,000

	Instalment paid
	(30,000,000)
	  --
	--

	 
	__________
	__________
	__________

	Balance as of 31 March, - Exhibit A
	70,000,000
	100,000,000
	100,000,000

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


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

a) 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 interim condensed financial statements’ date, as follows:

	COST
	Factory

 Building
	Plant & 

Equipment
	Mobile Equipment & Passenger Cars
	Office Furniture & Equipment
	Improvements
	Specialized tools 
	Capital work-in progress
	Total

	
	AED
	AED
	AED
	AED
	AED
	AED
	AED
	AED

	
	
	
	
	
	
	
	
	

	As at 1 January 2005
	23,820,928
	590,639,141
	2,227,689
	1,862,046
	299,490
	497,472
	775,000
	620,121,766

	Additions 
	--
	196,579
	--
	5,390
	--
	--
	--
	201,969

	
	_________
	__________
	_________
	_________
	_________
	________
	________
	__________

	As at 31 March 2005
	23,820,928
	590,835,720
	2,227,689
	1,867,436
	299,490
	497,472
	775,000
	620,323,735

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

	ACCUMULATED DEPRECIATION
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	As at 1 January 2005
	4,394,574
	108,723,430
	1,220,252
	1,483,289
	299,490
	74,641
	--
	116,195,676

	Additions
	192,351
	4,972,809
	94,894
	38,863
	--
	--
	--
	5,298,917

	
	_________
	_________
	_________
	_________
	_________
	________
	________
	__________

	As at 31 March 2005
	4,586,925
	113,696,239
	1,315,146
	1,522,152
	299,490
	74,641
	--
	121,494,593

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

	CARRYING VALUE:
	
	
	
	
	
	
	
	

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

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

	As at 31 December 2004  -  Exhibit A
	19,426,354
	481,915,711
	1,007,437
	378,757
	--
	422,831
	775,000
	503,926,090

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

	As at 31 March 2005  -  Exhibit A
	19,234,003
	477,139,481
	912,543
	345,284
	--
	422,831
	775,000
	498,829,142

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


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

	
	Capital
	Reserves
	Proposed bonus shares
	Accumulated (losses)
	Net 

	DESCRIPTION
	AED
	AED
	AED
	AED
	AED

	
	
	
	
	
	

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

	Net profit for the period – Exhibit B
	--
	--
	--
	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

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

	
	
	
	
	
	

	Shareholders’ Equity, 31 December 2004 – Exhibit A
	400,000,000
	34,817,750
	40,000,000
	22,835,495
	497,653,245

	Net profit for the period – Exhibit B
	--
	--
	--
	31,050,838
	31,050,838

	
	__________
	_________
	_________
	__________
	__________

	Shareholders' Equity, 31 March 2005 - Exhibit A
	400,000,000
	34,817,750
	40,000,000
	53,886,333
	528,704,083

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


THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF  

THESE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
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