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KPMG Lower Gulf Limited

Level 19, Nation Tower 2

Abu Dhabi Corniche, UAE

Tel. +971 (2) 401 4800, Fax +971 (2) 632 7612

1 lepender / ditors’ Report

To the Shareholders of
Arkan Building Materials Company (ARKAN) PJSC
Abu Dhabi

eport on the Audit of the Consolidated Fin: cial Statements
Opinion

We have audited the consolidated financial statements of Arkan Building
Materials Company {ARKAN) PJSC (the "Company”} and its subsidiaries
{collectively referred to as the "Group™}, which comprise the consolidated
statement of financial position as at 31 December 2016, the consolidated
statements of profit or loss, comprehensive income, changes in equity and
cash flows for the year then ended, and notes, comprising significant
accounting policies and other explanatory information.

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing
(ISAs). Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group in
accordance with Internation. Ethics Standards Board for Accountants' Code of
Ethics for Professional Accountants (“IESBA Code”) together with the ethica|
requirements that are relevant to our audit of the consolidated financial
statements in the United Arab Emirates, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

EPIAG Luwer GUi Lirsiad is a member firna of the KEMG reteon, of independent member firme allibated with KPLAG inematonal
Co-operative ("KPIVG ved
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Arkan Building Materials Company (ARKAN) PJSC

Consc dated statement of comprehensive income

Jfor the year ended 31 December

Note
(Loss) / profit for the year
Other comprehensive income
Net change in fair value of financial assets
measured at FVTOCI 9
Re-measurement of end of service benefits 17

»t: comprehensive (loss)/ income for the year

Tot: comprehensive (loss)/income attributal : to:
Owners of the Company
Non-controlling interest

The notes set out on pages 18 to 62 form an integral part of these consol

The independent auditors’ report is set out on pages 3 to

14

20
A D000

(82,282)

(931)
(12,788)

(96,001)

(96,001)

96, 1)

2015
AED’000

101,121

(36)

101,085

101,085

101,085

ted financial statements.
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Arkan Building Materials Company (ARKAN) PJSC

Consolidated statement of cash flows

for the year ended 31 December

Cash flows from operating activities
(Loss) / profit for the year
Adjustments for:
Depreciation of property, plant and equipment

Note

Impairment loss of property, plant and equipment

Gain on sale of property, plant and equipment
Amortisation of other intangible assets
Impairment loss of other intangible assets
Amortisation of deferred government grant
Dividend income
Finance income
Finance cost
Net change in fair value of financial assets
measured at FVTPL
Loss on sale of financial assets
measured at FVTPL

Reversal of provision for inventory obsolescence

Impairment loss on inventories

Provision for doubtful debts on trade receivables

Impairment loss on trade and other receivables
Provision for employees’ end of service benefit
Share of profits of associates-net

Operating cash flows before
movements in working capital
Changes in

- inventories

- trade and other receivables

- prepayments

- trade and other payables

- amounts due from related parties

- amounts due to a related party

Cash generated from operating activities
Employees’ end of service benefit paid

Net cash from operating activities

16

(9%

29
24
24
24

10
10
11
11
17

10
11

19

13
13

17

2016
AED’000

(82,282)

98,157
69,337
519
8,611
1,0!
(23,00 )
(4,353)
(159)
55,212

24
(395)
47,176
1,855
34,753
7,205
(10,452)

203,258

(29,577)
@72 )
213
38 10
10)
1,567

71
(3,902)

162,269

2015
AED’000

101,121

99,970

8,611
(46,000)
(4,366)
(85)
53,512

(630)

(807)
6,040

5,382

(23,102)

199,646

(39,963)
(59,260)
(306)
81,609
359
1,730

183,815

(2,592)

181,223
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Arkan Building Materials Company (ARKAN) PJSC

Consolidated statement of cash flows (continued)

for the year ended 31 December

Note

Cash flows from investing activities

Purchase of property, plant and equipment 5
Margin deposits encashed

Dividend received from investments

held at FVTOCI 24
Interest received 24
Dividends received from associates 8
Proceed on sale of financial assets

measured at FVTPL

Proceeds on disposal of property, plant and equipment
Net cash from / (used in) investing activities

Cash flows from financing activities

Repayment of bank borrowings - net 18
Repayment of loan from a related party 13
Interest paid

Dividend paid 33

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equiv: nts at the end of the year ]2

2016
AED’000

(28,423)

4,353
159
24,000

963
628

1,680

(119,845)
(18,369)
(55,760)

(193,974)

(30.025)
« 940

30,915

2015
AED’000

(44,556)
3,678

4,366
85
20,000

(16,427)

(101,643)

(53,247)
(43,750)

(198,640)

(33,844)
94,784

60,940

The notes set out on pages 18 to 62 form an integral part of these consolidated financial statements.

The independent auditors’ report is set out on pages 3 to 10.
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Arkan Building Materials Company (ARKAN) PJSC

Notes to the consc dated financial statements

1

Legal status and principal activities

Arkan Building Materials Company PJSC (“Arkan” or the “Company”) was incorporated in
Abu Dhabi, United Arab Emirates (“UAE”) as a Public Joint Stock Company pursuant to
Ministerial Resolution No. 228 for the year 2006. General Holding Corporation PJSC (the
“parent company”) owns 51% of the Company’s shares.

The principal activities of the Company include operating, trading and investing in industrial
projects and commercial companies involved in the building 1terials sector.

These consolidated financial statements include the financial performance and position of the

Company and its subsidiaries (collectively referred to as the “Group™) and the Group’s interest
in associates.

The principal activity, country of incorporation and operation, and ownership interest of the
Company in the subsidiaries is set out below:

Country of
incorporatis Ownership
Subsidiary and operation interest (%) Principal activity
2016 2015
Emirates Blocks Factory UAE 100 100 Production an  sale of cement
blocks.
Emirates Cement Factory UAE 100 100 Production and sale of packed
and1 k cement.
Al Ain Cement Factory UAE 100 100 Production and sale of packed
and bulk cement.
Anabeeb Pipes UAE 100 100 Production and sale of pipes
Manufacturing Factories and plastic and paper bags.
Hobas Gulf LLC UAE 100 100 Develop market of glass fiber
reinforced polyester pipes
and systems.
Arkan Mining and Oman - 70 Production of mine lime stone.

Transportation

On 10 November 2010, the Executive Council of Abu Dhabi approved the transfer of the equity
shares of Anabeeb Pipes Manufacturing Factories (“Anabeeb”), to the Company in exchange
for no consideration effective 1 July 2011 (see note 29).

Dur 3the year the Company completed the lic dation of Arkan Mining and Transportation.
On 23 June 2011, the Board of Directors approved a plan to secure a 70% investment in Dot
Modern Oman, a mining company located in Oman. As of 31 December 2016, the acquisition
is still to be completed.
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Arkan Building Materials Company (ARKAN) PJSC

Notes to the consolidated financial statements

3

0)

(k)

Significant accounting policies (continued)

Provision for em| )yees’ end of service benefits (continued)

(¢) Defined benefit plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution
plan. The Group currently operates an u unded scheme for defined benefits in accordance
with the applicable provisions of 2 UAE Federal Labour Law and is based on periods of
cumulative service and levels of employees' al basic salaries. The Group's net obligation
in respect of defined benefit plan is calculated by estimating the amount of future benefit that
employees have earned in return for their service in the current and prior periods discounted
to determine its present value. Any unrecognised past service costs are deducted. The
discount rate is the yield at the valuation date on US AA-rated corporate bonds, which in the

absence of a deep market in corporate bonds within the UAE is the relevant proxy market as
determined by the actuaries.

The calculation of defined benefit obligation is performed annually by a qualified actuary
using the projected unit credit method. When benefits of the plan are improved, the portion
of the increased benefit related to past service by employees is recognised in the profit or
loss on a straight-line basis over the average period until the benefits become vested. To
the extent that the benefits vest immediately, the expense is recognised immediately in the
profit or loss. The Group recognises all actuarial gains and losses arising from defined

benefit plans in other comprehensive income and all expenses related to defined benefit
plans within profit or loss.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the cost of those assets, until such time as the assets are
sub ntially ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted
from the borrowing costs eligible for capitalisation.

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

26









Arkan Bu Jing Materials Company (ARKAN) PJSC

Notes to the consolidated financial statements

3

¢

(m)

Significant accounting p« cies (continued)
Financial instruments (continued)
Financial liabilities and equity instruments (continued)

Equity inst ments

An equity instrument is any contract that evidences a residual interest in the assets of an entity
after deducting all of its liabilities. Equity instruments issued by the Group are recorded at the
proceeds received, net of direct issue costs.

Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair value, net of
transaction costs. Other financial liabilities are subsequently measured at amortised cost using the
effective interest method, with interest expense recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments through the expected life of the financial
liability, or, where appropriate, a shorter period.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s ol gations are
discharged, cancelled or they expire.

Impairment

Financial assets
A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. A financial asset is considered to be impaired if objective evidence

indicates that one or more events have had a negative effect on the estimated future cash flows
of that asset.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as
the difference between its carrying amount and the present value of the estimate future cash
flows discounted at the original effective interest rate.

Individually significa financial assets are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics. All impairment losses are recognised  profit or loss.

An impairment loss is reversed if the reversal can be related objectively to an event occurring

after the impairment loss was recognise For financial assets measured at amortised cost the
reversal is recognised in profit or loss.
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Arkan Building Materials Company (ARKAN) PJSC

Notes to the consolidated financial statements

22

23

24

Selling and distribution expenses

2016
AED’000
Salaries and related expenses 19,841
Depreciation of property, plant and equipment 2,238
Other expenses ‘ 7,262
29,341

General and administrative expenses
2016
AED’000
Salaries and related expenses™ 75,389
Depreciation of property, plant and equipment 12,661
Amortisation of other intangible assets 8,611
Other expenses 6,630
103,291

#Includes pension contribution of AED 2.13 million (2015: AED 1.90

Retirement Pensions and Benefits Fund.

Finance income and cost

Finance income
Interest income on bank deposits
Dividend income

Finance cost
Interest expense on financial liabilities

Net finance cost

2016
AED’000

159
4,353

4,512

(55,212)

(50,700)

48

2015
AED’000

18,287
3,010
9,775

31,072

2015
AED’000

67,643
18,205
8,611
6,688

101,147

million) to Abu Dhabi

2015
AED’000

85
4,366

4,451

(53,512)

(49,061)













































