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16- Net Sales and Costs of Sale 

16-1 Net sales
Company’s	activity	is	represented	in	one	main	sector	which	is	selling	lands	in	Sahl	Hasheesh,	Com-
pany’s net sales can be analyzed as follows:

From 1/1/2009 to 
31/12/2009

EGP

From 1/1/2008 to 
31/12/2008

EGP

Revenues from sale of land
Phase one - 46 378 685
Phase two - 262 938 868
Revenues from sale of villas *
First zone - -
Second zone - -
Total revenues from sale of land and villas - 309 317 553
Interest due from deferred interests 15 503 472 28 840 834
Total 15 503 472 338 158 387

(*)  Selling Villas was stopped as per the decision of the board of directors on 22/8/2007. Decision 
No. 43/2007.

16-2 Cost of land

From 1/1/2009 to 
31/12/2009

EGP

From 1/1/2008 to 
31/12/2008

EGP

Cost of land
Phase one -- 3 602 865
Phase two -- 12 042 215
Total -- 15 645 080

As per the approval of the Extraordinary General Assembly meeting held on October 4, 2009, the Board 
of Directors was empowered to dispose the purchased treasury shares amounted to 25 million shares 
considering that legally allowed period for keeping those shares has ended, though these shares have 
been re-offered for sale in the open market by one of the Securities’ Brokerage companies after notify-
ing the Chairman of the Investment Authority on October 5, 2009. The net sale of such shares during 
the period from October 8, 2009 until October 12, 2009 amounted to EGP 57 681 385 with an average 
sale price of EGP 2.31 / share, the gains from sale of treasury shares amounted to EGP 6 041 052.

15- Earnings per share
Earnings per share is computed using weighted average of number of the outstanding shares during the 
period as follows:

From 1/1/2009 to 
31/12/2009

EGP

From 1/1/2008 to 
31/12/2008

EGP

Net profit for the period ( 3 370 969) 265 809 811
Less:
Employees’ share in proposed appropriation profit -- --
Board of directors remuneration -- --

(*)Average number of shares during the period 1 031 250 000 1 031 250 000
Earnings per share EGP (0.004)/share EGP 0.26/share

Earnings per share was computed as follows:

1- Earnings per share was not affected by the share of employees and board of directors in profits as its 
being determined by the appropriation profit proposed by the board of directors at the end of the 
year and till being approved by the General Assembly Meeting.

2- Average number of outstanding shares for comparative period was computed as follows:
 The number of outstanding common stock shares were amended to be  1 031 250 000  shares after 

selling 25 million treasury stock share during year 2009  as if this event happened at the beginning of 
the financial period (1/1/2008) as per the Egyptian Accounting Standards. 
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The tax returns were submitted for years 2005, 2006, 2007 and 2008 according to Law No.91 of 2005 
in the due dates. 

19-2 Salary tax
The salary tax for the company was inspected till year 2004 and there has been tax assessment and 
the tax due and delay penalties amounted to EGP 214 915 after deducting payments. This assess-
ment is as per form No.9 dated 14/6/2009

19-3 Sales tax
There has been an inspection from the date of activity’s inception till year 2007 by the Tax Authority 
and there has been an assessment and it has been paid.

19-4 Stamp tax
There has been an inspection from the date of activity’s inception till 31/7/2006 by the Tax Author-
ity and there has been an assessment and it has been paid.

19-5 Movable tax
There has been an inspection for the company’s books from the date of activity’s inception till year 
2004 by the Tax Authority for corporate companies and there has been an assessment and it has 
been paid.

Second: Tax position for the subsidiary company (Sahl Hasheesh for touristic investment) as per 
what was presented in the consolidated financial statements as at December 31, 2009 which com-
plies with the tax system of Arab Republic of Egypt in practice

- The company is subject to the provisions of law no. 8/1997 related to the issuance of guaran-
tee and incentive investments law and its executive regulations. The company is exempted from 
corporate tax from 1/2/2008 till December 31, 2018 for the specified purpose mentioned in the 
company’s tax card.

- The tax inspection and the final assessment for the movable taxes and salary tax were made and 
the due amounts paid till year 2005.

- The company also submitted its tax returns for the years 2004, 2005, 2006, 2007 and 2008.

17- Administrative and General Expenses

From 1/1/2009 to 
31/12/2009

EGP

From 1/1/2008
 to 31/12/2008

EGP

Salaries, wages and related expenses (*) 9 826 719 18 265 870
Consultancy & audit fees 890 594 350 745
Recruitment fees 126 524 473 819
Donations   100 000 108 932
Rentals 633 076 501 223
Stationary, printings & computer expenses 663 700 519 971
Telephone, Postage & Electricity   315 678 362 194
Employees’ training fund 71 261 3 255 385
Subscriptions 8 997 254 412
Traveling & transportation expenses 1 072 226 207 083
Others 2 991 181 2 150 530
Total  16 699 956 26 450 164

(*) Salaries, wages, allowances and its related included 50 % from salary of chief executive officer for the 
period and the other 50% has been charged to work in process considering that it is a direct cost on the 
projects.

18- Minority Interest
The balance shown in the consolidated balance sheet as at December 31, 2009 is represented in their 
share in owners’ equity in the subsidiary company by the percentage of 31.56% as follows:

EGP

Balance as at 1/1/2009 77 899 579
Add:
Minority’s share in the profits of the financial year ended as at December 31, 2009 for the subsidiary 576 957
Balance as at December 31, 2009 78 476 536

19- Tax Position
First: Tax position for the holding company (Egyptian Resorts Company) as per what was presented 
in the consolidated financial statements which complies with the tax system of Arab Republic of 
Egypt in practice

The tax position of the company as at 31/12/2009 is represented in:

19-1 Corporate tax
The Company is subject to the provisions of tax law no. 157/1981 till the issuance of the new tax 
law no. 91/2005. The company enjoys income tax exemption for ten years starting from the first 
financial	 year	 subsequent	 to	 the	activity	 inception	on	 January	1,	1998	 till	December	31,	2007	 in	
application of the provisions of article no. 4 of law no. 143/1981 concerning desert land owned by 
the state.  This law was amended by Law No. 72/1996 with the same explanation which was stated 
previously in Law No. 59/1979 concerning the new urban communities. The company’s books were 
inspected by the Tax Authority of corporate companies since company’s activity inception till year 
2000 and there was an assessment as per the resolution of the appeal committee and tax due was 
fully paid. There was tax inspection for years from 2001 till 2004 and the company was informed 
by form (18) and the dispute was assigned to an internal committee by the Tax Authority which 
declared that there were no tax differences.
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20- Financial Instruments and Risk Management
The Company’s financial instruments are represented in financial assets (cash at banks and on hand, 
accounts & other notes receivables, debtors & debit balances) and the financial liabilities (creditors, 
receivables credit balances, purchase of land creditors, suppliers and contractors, other credit balances 
and banks over draft).

20-1 Fair Value
Fair value of the financial instruments reflects the reciprocal value of the asset or settlement of 
a liability between parties that have the desire and the capability to trade with a free will. The 
book value of the financial instruments as of the balance sheet date is almost equivalent to its fair 
value.

20-2 Foreign Currency Fluctuation Risk    
Foreign currency risk represents the risk of fluctuation in exchange rates, which in turn affects the 
company’s cash inflows and outflows in foreign currency as well as the value of its foreign mon-
etary assets and liabilities as of the date of the financial position the company has foreign currency 
assets & liabilities equivalent to EGP 530 060 582 and EGP 248 310 358 respectively. The Company’s 
net balances in foreign currencies at the balance sheet date are as follows:-

SurplusForeign currencies
51 361 284USD

36 757Euro

    
20-3 Credit Risk

Credit risk is represented in the inability of customers who are offered credit to settle amounts due 
from them. But the company faces this risk by selecting customers with good reputation who have 
the ability to settle their obligations. The contracts of land sale in which the company conclude 
with its customers are preliminary contracts with keeping the ownership of the land till the custom-
ers settle the full value of the land.

21- Deferred Tax that results in an Asset (Liability)
The balance of deferred tax whether assets or liabilities is represented in:

31/12/2009
EGP

31/12/2008
EGP

Fixed assets (7 431 584) ( 829 208)
Net tax that results in Liability (7 431 584) ( 829 208)

Unrecognized deferred tax that results in an asset
The deferred tax that results in an asset is unrecognized for the following:

31/12/2009
EGP

31/12/2008
EGP

Temporary un-deductible tax differences (provisions) 3 484 000 2 284 000

22- Legal Reserve
As per the Company’s articles of associations 5 % of the net profit for the year is set aside to form 
the	legal	reserve	until	the	balance	reaches	50%	of	the	Company’s	paid–in	capital.		The	legal	reserve	
is used to cover any losses or to increase company’s capital.

23- Adjustments on Retained Earnings
The debit adjustments on retained earnings as at December 31, 2009 represented in the adjust-
ments resulted from canceling the revenue of selling some lands to one of the clients which were 
recorded during 2008 because of existence of some problems concerning fulfilling the obligations 
of the contract by the customer. The customer also did not pay the due installments until now. The 
revenues and costs related to this contract are illustrated as follows:

The debit effect 
on the retained 

earnings
EGP

Reverse of the sales recorded based on the contract 24 746 257
Reverse of the deferred interest income recorded during 2008 220 182
Reverse of the costs recorded based on the contract (1 302 552)
Reverse of the evaluation differences for the balance of this client in USD recorded in 2008 463 259
Reverse of the evaluation differences for the balance in USD due to Authority of touristic development for the plot 
of land sold which was recorded in 2008

(5 832)

Reverse 1% employee training fund related to net profit from this contract which was recorded in 2008 (241 212)
Reverse of the paid income tax  related to net profit from this contract (4 776 020)
The impact of these adjustments on the retained earnings (debit) 19 104 082

24- Capital Commitments
The capital commitments as at December 31, 2009 amounted to EGP 24 710 million represented in 
completing the current concluded contracts to establish the projects in progress.

25- Comparative figures
The comparative figures have been reclassified to comply with the classification of the figures in the 
financial statements as at December 31, 2009 without affecting the results.
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