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TO THE SHAREHOLDERS OF
ET.ECTROSTEEL ALGERIE SPA
ALGIERS, ALGERIA

We have audited the accompanying balance sheet of ELECTROSTEEL ALGERIE SPA {A JOINT
STOCK COMPANY UNDER ALGERIAN COMPANIES LAW) as of March 31st, 2016 and the related
statements of income. These financial statements are the responsibility of the company's
management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We have conducted our audit in accordance with Generally Accepted Auditing Standards.
Those Standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, cvidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by the management, as well as evaluating the overall presentation of the
financial statements, We beliove that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above, present fairly, in all material
respects, the financial position of EIFCTROSTEEL ALGERIA SPA as of March 31, 2016 and the

results of its operations for the year then ended in accordance with the Generally Accepted
Accounting Principles.

Mustapha Haddad
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ELECTROSFEL ALGERIE Spa

Audit as at 31/03/2016

BALANCE SHEET - ASSETS

Balance at

Balance af

Description Notes 31.03.2015 31.03.2016 Variation
Intangible fixed asset - Software 12395 00,00 1239 500,00 0.00
Tangible fixed asset 27 652 722,58 16 029 119,67 (11 623 602,91)
Accumulated depreciation (21926 333,14) {16 728 462,42} 5197 870,72
Fixed assets Note-1 6 965 889,44 540 157,25 (6 425 732,19)
Inventory of tubes & fittings 2923 91544 2890 254,93 (33 660,51)
Goods in transit 0,00 0,00 0.00
Inventovies Note-2 292391544 21890 254,93 (33 660,51)
Debtor balance of liability accounts 0,00 0,00 0.00
Advance on CAPEX 19052 000,09 19 019 005,09 (32 995,00
Advance on inventory 2 505 350,00 2 400 000,00 (105 350,00)
Payment on behalf of third parties 1555 017,77 7 755 020,17 6 200 002,40
Prepaid operating expenses 3 595 284,28 6 881 430,78 3 286 146,50
Trade receivable 309 966 309,18 214 607 257,05 (95 359 052,13)
Cash & bank 11178 327,50 1007 370,17 (10 170 957,33)
Provision for bad debtors 0,00 {83 400 366,15) (83 400 366,15)
Receivables Note-3 347 852 288,82 168269 717,11 | (179 582 571,71)
Balance sheet -~ Assets 357 742 093,70 171 700 129.29 (18 6041 964,41)
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Audit as at 31/03/2016

ELECTROSEEL ALGERIE Spa

BALANCE SHEET - LIABILITIES

Description Notes I;;?;;;; 5!' };?F{;{; ;‘; ;g Variation
Shared capital 292 875 000,00 292 875 000,00 0,00
Legal reserve 3 592 245,07 3 592 245,07 0,00
Retained earnings (246 174 233,90) (221 253 514,60) 24 920 719,30
Accruals 0,00 0,00 0,00
Equity Note-4 (50 293 011,17 75 213 730,47 24 920 719,30
Creditor balance of assets accounts 0,00
Account payable for CAPEX 2411 062,24 2014 524,26 {396 537,98)
Account payable for inventory 356 575,11 36 864,81 {319 710,30)
Detention held for third parties 252 748,70 £94 020,93 441 272,23
Associates current account (157 781 250,00) (157 781 250,00) 0,00
Account payables for operations 1277 204,42 828 793,33 (448 411,09
Advance received from debtors 2 220 000,00 0,00 {2 220 000,00)
Bank overdraft 432 240 893,49 307 240 473,50 (125 000 419,99)
LEASING BNP PARIBAS 856 887,78 0,00 (856 887,78)
Aceount payables Note-5 :E 281834 121,74 153 033 426,83 | EIZB 800 -694,91).
Profit (Loss) of the year Note-6| 25614960_79 (56 547 028,01) (82 161 988.80)
Balance sheet = Liabilities 1774209870 171 700 129.29 (186 041 964,41)
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ELECTROSEEL ALGERIE Spa
Audit as at 31/03/2016
PROFIT & LOSS STATEMENT

Description Notes g;,i‘;;;f]f St g;i;;; ;E; 61 Variation
Sales of goods 231 757 063,06 Q| -231 757 063,06
Cost of sales - trading -188 293 105,27 0| -188 293 105,27
Gross margin 43 463 957,79 0| -43463957,79
Gross margin 43 463 957,79 0] -43463 957,79
Service revenue 74 268 071,64 | 79321 855,30 3 (53 783,66
Costs reversal 0 0,00 0
Raw material consumption -2 241 203,79 -506 501,59 1734 702,20
Service -18 990 887,63 -8 151 033,30 10 832 854,27
Added value 96 499 938,01 70 664 320,41 -25 835 617,60
Added value 96499 938,01 | 70664 320,41 -25 835 617,60
Other income 4990 313,07 0 (4 990 313.07)
Salaries & wages ~25 21011449 | (11 346 657.21) 13 863 457,28)
Taxes & duties -3 674 606,63 -120 781,04 3 553 825,59
Financial cost -48 549 184,00 | 32471 577,94 16 077 606,06
Insurance & other cost -897 923,64 (370 257.36) 527 666,28
Depreciation of fixed asset -3 862 003,87 | (1250977.42) 261102645
Operating income 19296 418,45 | 25704 069,44 5 807 650,99
Extraordinary income 12 767 B(1,40 1 383 502,08 S11 384 299,32
Extraordinary expenses 2093048704 | -83 034 599,53 62104 112,49
Extraordinary income -8 162 685,64 | ~81 651 097 45 -73 488 411,81
Operating income 19296 418,45 | 25104 069,44 5 807 650,99
Extraordinary income 631854147 | -81 651 097,53 -87 969 639,00
Gross profit (or loss) 25 61495992 | -56 547 028,01 -82 141 987,93
Company tax on benefits 0 0 0
Net profit of the year 25614 959,92 | -56 547 028,01 -82 161 987,93
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1)

(GENERAL

ELECTRQSTEEL ALGERIE SPA was cstablished on January 21, 2004,

The share capital of the company is DZD 292 875 000 consisting of 82 500 shares at a value of

DZD 3 550 each.
The share capital distribulion is done as follows:
1. ELECTROSTEEL CASTING LIMITED {82 492 shares)
2. M. UMANG KEJRIWAL. (2 sharcs)
3. M. MAYANK KEJRIWAL. (1 share)
4. M. MAHENDRA KUMAR JALAN, (1 share}
5. M. NIGAM CHANDER BAHL. (1 share)
6. M. PANKA] PODDAR, (1 share)
7. M. AZIZ CHADLY. (1 share)
8. M. JEAN FRANCOIS HAHANG. (1 share)
(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
2-1  Basis of preparation -
The accompanying financial statements are preparcd based on the historical cost
principle in accordance with Generally Accepted Accounting Principles.
2-2  Cash and cash equivalents -
Cash includes cash at hand and cash in hanks.
2-3  Receivables -
Receivable are stated at the fair value of unpaid invoices including bad debt
reservation.
2-4 Inventories -
Adopted method of evaluation of tubes and special parts is weighted average
method.
Goods in transit are valued at cost.
2-5  Fixed assets -

Fixed assets values are including all related handling expenses.

Depreciations are calculated on a straight-line basis using annual depreciation rate
detailed as follow:

Patent & commercial rights 1 20%
Prefabricated cabins 1 10%
Lifting and handling materials :10%
Vehicles :20%
Office equipment 1 20%
Furniture & fixture L 120%




2-6 Revenue recognition -
Sales revenuc is recognized when the service has been rendered,
2.7 Costs recognition -
Costs are recognized as an expense in the period in which they are incurred.

2-8  Foreign currency -

Assets and liabilities denominated in foreign currencies are converted to Algerian Dinars
using the Bank of Algeria exchange rates pravailing at period end. Foreign currency
transactions during the period are recorded using exchange rates that were in effect at the
dates of the transactions. Foreign exchange gains or losses are reflected in the
accompanying statements of income.

2.9 Income tax -

The company is subject to Algerian Income tax law. The company tax rate was increased
from 23% in 2015 to 26% in 2016.
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® The disposals of the period are detailed as follow:

| Asset Amount Sum of depreciation _ Disposal price  net value —|

I FORKLIFT 16T 10282 441,54 5569 666,47 3 &M 000,00 4712 794,87 |
CAR RENATULT CLIQ 1341141 17 804 634,70 762 000,00 536 45(_3&11‘
SUM 11 623 602,31

Note 2: Inventories

Company’s inventory as of 315t March 2016 is detailed as follow:

Balance at  Balance at )
Description Variation
31.03.2015  31.03.2016
Tubes - ORAN 275863557 275863557 -
Special spares - ALGER 13161935 131 619,36 -
Miscellaneous spares 33 660,51 - (33,660,51)
SLM 292391544 2890 254,93 (33 660,51)

Note 3: Receivables

A. Guarantees, depasits and staff loans

Advances on CAPEX as of 31% March 2016 are amounting to DZD 19 019 005.09 related to:

Guaranties deposits detailed as follow:

Beneficiaries DZD
Caution Sheraton 200 000,00
Caution SEQOR 3 7al 354,03
Caulion Hydro aménagement 13 351 691,03
Caution GTH 1705 957,03

SUM 19 019 005,09




B. Payment on behalf of third parties
Ag of March 315 2016 the current post is amounting to DZD 7 755 020, 17 detailed as follow:

Description B'ala:nc:e - Balatie at Variation
31.05.2015 31.03.2076
Input VAT on purchase of assets - - 0,00
Input VAT on purchase of materials = - 0,00
Input VAT Tax 1555017,77  7755020,17 (6200 002,40)
Advances for CNAS (medical costs) - - -
S5UM 1555 017,77 7755 020,17 (6 200 002,40)

C. Prepaid operating expenses

Operating Advances as of 31st March 2016 amounting to DZD 6 881 430,78 include mainly:

+ Advance on company income tax for DZD 5 033 295,99,
¢ Prepaid expenses for DZD 1 518 134,79 mainly related to the following rent expenses:

Deseription Supplier Amont DZD
Residence rent CHADLY TABTI LOUANAS 375 000,00
Office rent CHERAGA New office 880 000,00
Insurance - 153 134,79
Subscription ADSL 110 000,00
SUM 1518 134,79

¢  Advance for Mr boularouk fiscal consultant 330 000.00

D. Trade receivables

As of March 31= 2016 the gross trade-receivables are amounting to DZD 214 607 257,05 .The
domestic customer’s receivable represents 90% of gross trade debtor’s balance. The main
domestic clients are the followings:

Customer DZD
HYDRO AMENAGEMENT ROUIBA 122 556 289,07
SOUFI MAHMOUD IMED 20 a41 24524

SARL T.H.C.E. NEDJOUI 25 299 914,88




It is to be noted that debtors recoverability decreased by 63 days compared to last yeat, as
described in the following statement:

Last Current Variation

Description
P Year Year %

Debtors balance (VAT excluded) 309 966 309,18 214 607257,05 (30%)
Sales of the year 231 757 063,06 - {0%)
Debtors / revenue (number of days)

Provision for bad debtors as of march 2016 is amounting to DZD 83 400 366,15 detailed as

follow:;

- HYDRO AMENAGEMENT ROUIBA 52211 617, 09
- SARLTHCE 29299914, 88
- EGRUT 1888 834,18




- LCash & rash equivalents

Cash & cash equivalents as of 315t March 2016 are detailed as follow:

Description Balance at  Balance at Varation
31.03.2015  31.03.2016
Bank Accounts 10101 975,36 13 895,90 1008807946
Bills deposited at bank - - -
Cash in hand 107635224 993 474,27 (82 877,97)
Credentials - - -
SUM 11178 327,50 1007 370,17 (10 170 957,43)

* Bank accounts balances at March 31st 2016 are presented in the statement below:

J Balance at Balance at

Deseription 31032014 31.03.2015  2riation

SOCIETE GENERATE/ ANNABA Bank 312127 C @121
SOCIETE GENFRALE/ ORAN Bank 334810  5568,97 2 220,87
SOCIETE GENFRALE; CHERAGA Bank 1073 939,86 (1073 939,86)
BNP HYDRA 8679551,95 832693 (8671225,02)
CITI BANK 5 908,03 (5 908,03)
HISBC BANK 336 106,15 (336 106,15)

SUM 1010197536 13895,90 10 083 079,46

Bank reconciliation statements don’t show significant outstanding operations.

Note 4: Equity
Company’s equity as of March 315 2016 is presented as follow:

Description Balance at Balance at Varialion
31.03.2015 31.03.2014
Share capital 292 875 000,00 292 875 000,00 0,00
Legal reserve 3592 24507 3 592 245,07 0,00
Accruals 0 o 0,00
Retained earnings (246174 233,03) (221 253 514,60) (24 920 71843)
SUM (50293 012,04) {75213 ?3{).;17) (24 920 718,43) |

* The decreasc of DZD 24 920 718,43 shown in the current year equity balance
comparing to previous period balance is due to the losses incurred last year,




Note 5 Payables:
A. Account pavable for CAPEX

This is as per below:

i . Balance at  Balance at .

: Drescription 91.03.2015  31.03.2016 Variation
Cautions and deposits 241106224 2014524.26 396 537,98
; Payables to fixed Assets Suppliers - - 0,00
' SUM 2411062,24 201452426 396 537,98

Cautions and deposits represent amount taken from employees to the tune of 20% of the
value of the cars under “own your car scheme”. Also, refunds of ]easing fees related to the
acquisition of Car “DUSTER”.

B. Account payable for inventory

Account payables for inventory amounting to DZD 36 864, 81 are compased for
Auditors M. Heddad 300 000.00 and to be reimbursement 263 135, 19

C. Detention held for third parties

This is related to the taxes and social security payments due to the government liable for the
month of March.

D. Account pavables for operations

This include mainly payables due to the staff leave payments of DZD 828 793,33.

E. Bank overdraft

Bank overdraft amounting to DZD 307 240 473, 50 as of 31st March 2016 is related to
overdraft balance of the following accounts:

Destriptiom Balance at Balance at Variation
31.03.2015 31.03.201a
BNF PARIBAS HYDRA Bank 0,00 29 647,78 (39 647,78)
HSBC Bank 0,00 0.00 0,00
ABC BANK 432 240 89349 307 206 732,83 (125 034 160,66)
Advances against stocks 0,00 0,00 .00
SUM 432 240 893,49 307 240 473,50 (125 000 419,99

The overdraft has decreased significantly in comparison to last year due to reduction in stock
levels.




