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Independent auditor’s review report on the interim condensed financial statements to
shareholders of Saudi Cement Company

Introduction: .

We have reviewed the accompanying interim condensed statement of financial position of
Saudi Cement Company (Saudi Joint Stock Company) (“the Company™) as at 31 March
2017, and the related interim condensed statements of income and other comprehensive
income, changes in equity and cash flows for the three-month period then ended, and a
summary of significant accounting policies and other explanatory notes. Management is
responsible for the preparation and fair presentation of these interim condensed financial
statements in accordance with International Accounting Standard 34, “Interim Financial
Reporting” (IAS 34) and International Financial Reporting Standard 1, “First-time Adoption
of International Financial Reporting Standards” (IFRS 1) that are endorsed in the Kingdom
of Saudi Arabia. Our responsibility is to express a conclusion on these interim condensed
financial statements based on our review.

Scope of Review:

We conducted our review in accordance with International Standard on Review
Engagements 2410, "Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” endorsed in the Kingdom of Saudi Arabia. A review of
interim financial information consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia and
consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an
audit opinion. ;

Conclusion:

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying inferim condensed financial statements does not present fairly, in all
material respects, the financial position of the Company as at 31 March 2017, and of its
financial performance and its cash flows for the three-month period then ended in
accordance with International Accounting Standard 34, “Interim Financial Reporting" (IAS
34) and International Financial Reporting Standard 1, "“First-time Adoption of International
Financial Reporting Standgrds” (IFRS 1) that are endorsed in the Kingdom of Saudi Arabia.

Certified Public Accountant
Registration No. 339

13 Sha'ban 1438H
9 May 2017

Al Khobar




SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

INTERIM CONDENSED STATEMENT OF INCOME AND OTHER COMPREHENSIVE INCOME (UN-
AUDITED)

For the three-month period ended 31 March 2017

Three-month period ended 31

Note March
2017 2016
SR '000 SR '000
(un-audited) (un-audited)
(note 6.7)
Cost of sales (155,167) (211,708)
GROSS PROFIT 191,185 295,219
Selling and distribution expenses (8,265) (7,533)
General and administrative expenses (14,651) (16,343)
OPERATING PROFIT 168,269 271,343
Other income 1,778 591
Share in net results of associates 876 582
Follow-up fees in respect of Saudi Industrial
Development Fund loans - (1,050)
Islamic financial charges (2,001) (2,094)
INCOME BEFORE ZAKAT 168,922 269,372
Zakat 12 (4,223) (6,804)
NET INCOME FOR THE PERIOD 164,699 262,568
OTHER COMPREHENSIVE INCOME - -
TOTAL COMPREHENSIVE INCOME 164,699 262,563
Earnings per share (Saudi Riyals)
Basic and diluted earnings per share
attributable to the equity holders of the
Company . 13 1.08 172
Designated Member and CEQ Finance Manager

= . oot

The attached notes 1 to 17 form part of these interim condensed financial statements.
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Saudi Cement Company
(Saudi Joint Stock Company)

INTERIM CONDENSED STATEMENT OF FINANCIAL POSITION

As at 31 March 2017

ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
Investments in associates

TOTAL NON-CURRENT ASSETS

CURRENT ASSETS

Inventories

Trade receivables

Prepayments and other receivables
Cash and cash equivalents
TOTAL CURRENT ASSETS

TOTAL ASSETS

EQUITY AND LIABILITIES
EQUITY

Share capital

Statutory reserve

General reserve

Retained earnings

TOTAL EQUITY

LIABILITIES
NON-CURRENT LIABILITY
Employees’ benefits

CURRENT LIABILITIES

Current portion of Saudi Industrial
Development Fund loan

Islamic financing

Trade payables

Dividends payable

Accruals and other payables

Zakat provision

TOTAL CURRENT LIABILITIES

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

Designated Member and CEO

-

The attached notes 1 tgf17 form part of these interim condensed financial staiements.

Note

~ =~

12

31 March 31 December 1 January
2017 2016 2016
SR '000 SR '000 SR '000
(un-audited) (note 6.1) (note 6.3)
2,857,457 2,894,671 3,012,484
59,367 60,100 82,800
2,916,824 2,954,771 3,095,294
732,214 723,144 665,111
220,203 258,357 226,922
41,055 40,139 51,375
354,550 183,820 383,000
1,348,022 1,206,460 1,326,408
4,264,846 4,161,231 4,421,702
1,530,000 1,530,000 1,530,000
765,000 765,000 765,000
- - 20,000
1,059,276 894,577 844 336
3,354,276 3,189,577 3,159,336
87,565 87,451 95,915
- - 120,000
350,000 " 400,000 600,000
90,952 103,958 80,818
206,224 210,350 172,395
134,412 132,701 150,393
41,417 37,194 32,845
823,005 884,203 1,166,451
910,570 971,654 1,262,366
4,264,846 4,161,231 4,421,702

Finance Manager

E@Dféil
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SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

INTERIM CONDENSED STATEMENT OF CHANGES IN EQUITY

For the three-month period ended 31 March 2017

Share capital Statutory reserve General reserve Retained earnings Total

SR '000 SR '000 SR 000 SR '000 SR ‘000

Balance as at 1 January 2016 (note 6.3) 1,530,000 765,000 20,000 844,336 3,158,336

Net income for the period - - - 262,568 262,568
Other comprehensive income - - - = 2
Transferred to retained earnings - - (20,000) 20,000 -

Dividends (note 11) - - - (459,000) (459,000)

Balance at 31 March 2016 (un-audited) 1,530,000 765,000 - 667,904 2,962,904

Balance as at 1 January 2017 (note 6.1) 1,530,000 765,000 - 894 577 3,189,577

Net income for the period B - - 164,699 164,699
Other comprehensive income - - - - -

Balance at 31 March 2017 (un-audited) 1,530,000 765,000 - 1,059,276 3,354,276

Designated Member and CEO

The attached notes 1 to 17 form part of these intey

condensed financial statements.

Finance Manager

I sisi
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SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

INTERIM CONDENSED STATEMENT OF CASH FLOWS (UN-AUDITED)

For the three-month period ended 31 March 2017

Cash flow from operating activities:

Income before zakat

Adjustment to reconcile income before zakat to net cash
provided by operating activities:

Depreciation of property, plant and equipment
Property, plant and equipment written-off
Share in net results of associates

Employees’ benefits, net

Islamic financial charges

Working capital changes:
Inventories

Trade receivables

Prepayments and other receivables
Trade payables

Accruals and other payables

Cash flow from operating activities

Islamic financial charges paid

Net cash flow from operating activities
Investing activities:

Additions to property, plant and equipment
Dividends received from an associate

Net cash flow used in investing activities

Financing activities:

Net movements in Islamic financing
Dividends paid

Net cash flow used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

Designated Member and CEO

s

Three-month period ended 31

March
2017 2016
SR '000 SR '000
(un-audited) (un-audited)
168,922 269,372
52,539 55,622
- 1,156
(876) (582)
114 718
2,001 2,094
222,700 328,380
(9,070) (2,110)
39,154 (4,186)
(916) (12,998)
(13,006) 2,823
(2,415) (36,285)
236,447 275,624
(2,001) (2,094)
234,446 273,530
(15,325) (43,590)
1,609 -
(13,716) (43,590)
(50,000) (70,000)
- (459,000)
(50,000) (529,000)
170,730 (299,060)
183,820 383,000
354,550 83,940

Finance Manager

| Zeofe

The attached notes f'to 17 form part of these interim condensed financial statements.
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SAUDI CEMENT COMPANY
{Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED)
At 31 March 2017

1 Corporate information

Saudi Cement Company ("the Comipany”) is a Saudi Joint Stock Company incorporated under Royal
Decree number 6/6/10/726 dated 8 Rabi' 1l 1375 H (corresponding to 23 November 1955) and registered
in the Kingdom of Saudi Arabia, in the city of Dammam under Commercial Registration number
2050000602 dafed 6 Dhul Qaidah 1377 H (corresponding ic 24 May 1958). The Company is engaged in
manufacturing and seliing cement and its related products,

The Company has obtained under the Royal Decree number {10/6/6/8500 dated 26 Rajab 1370H
{(corresponding to 3 May 1951) the right of the mining concession for the exploitation of limestone, gypsum
and clay and all the necessary materials for the manufacture of cement in Al Hassa for 30 years period.
The Company also obtained under the Ministerial Resolution number 45 dated 4 Rabi' | 1405 H
(corresponding to 27 November 1984) from the Council of Ministers, the right of the mining concession
for the exploitation of limesione, gypsum and clay and ail the necessary materials for the manufacture of
cement in Al Jadidah (Khashem Em Houidah), with an area of nineteen square kilometres for 30 years
period, where the Company has to fulfll certain contractual cbligations related to these agreements. The
Company has substantially completed the process to renew it for another period.

These interim condensed financial statements have been approved on 9 May 2017,
2 Basis of preparation
2.1 Statement of compliance

These interim condensed financial statements have been prepared in accordance with International
Accounting Standard, “interim Financial Reporting” ("IAS 34") as endorsed in Kingdom of Saudi Arabia
{"KSA"). These are also the Company's first interimy condensed financial statements in accordance with
International Financial Reporting Standards {“IFRS") for part of the period covered by the first annual
financial statements prepared in accordance with [FRS that are endorsed in KSA and other standards
and proncuncements that are issued by the Saudi Organization for Certified Public Accountants
{"SOCPA™, and accordingly International Financial Reporting Standard, “First-time Adoption of
International Financial Reporting Standards” (“IFRS 1"} as endorsed in KSA has been applied. Refer to
note 6 for information on the first time adoption of IFRS as endorsed in KSA, by the Company,

The interim condensed financial statements do not include afl the information and disclosures required in
annuat financial statements to be prepared in accordance with IFRS that are endorsed in KSA and other
standards and proncuncements that are issued by the SOCPA, which would be produced for the year
ending 31 December 2017.

2.2 Basis of measurement

The interim condensed financial statements are prepared under the historical cost convention, using the
accruals hasis of accounting.

Far employee and other post-employment benefits, actuarial present value calculations are used.
All values are rounded fo the nearest thousand (SR ‘000), except when otherwise indicated,
2.3 Functional currency

The interim condensed financial statements are presented in Saudi Riyals (5R) which is the functional
currency of the Company.




SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

NQOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) {continued)
At 31 March 2017

3 Significant accounting estimates, assumptions and judgments

The preparation of the Company's interim condensed financial statements requires management to make
judgments, estimates and assumpfions that affect the reported amounts of revenues, expenses, assets
and liabilities, and the disclosure of contingent liabilities, at the reporting date. However, unceriainty about
these assumpticns and estimates could result in cutcomes that could require a material adjustment to the
carrying amount of the asset or liability affected in the future. These estimates and assumptions are based
upon experience and various other factors that are believed to be reasonable under the circumstances and
are used to judge the carrying values of assets and {iahilities that are not readily apparent from other
sources. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised or in the revision
pericd and future perieds if the changed estimates affect both current and future pericds.

3.1 Key sources of estimation uncertainty

The key assumptions concerning the fuiure and other key sources of estimation uncertainty at the interim
condensed statement of financial position date, that have a significant risk of causing a materiat carrying
amounts of assets and lizbilities within the financial year include:

3.1.1  Useful lives of property, plant and equipment

The management determines the estimatled useful lives of its property, plant and equipment for calculating
depreciation. This estimate is determined after considering the expected usage of the asset or physical
wear and fear. Management reviews the residual value and useful lives annually and fuiure depreciation
charge would be adjusted where management believes the usefu! lives differ from previous estimates.

3.1.2 Impairment test of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs of disposal and its value in use. The fair value less
costs of disposal calculation is based on available data from binding sales transactions, conducted at arm’s
iength, for similar assets or observable market prices less incremental costs for disposing off the asset. The
value in use calculation is based on a Discounted Cash Flow ("DCF") model. The cash flows are derived
from the hudget for the next five years and do not include restructuring activities that the Company is not
yet committed to or significant future investments that will enhance the asset's performance of the CGU
being tested. The recoverable amount is sensitive to the discount rate used for the DCF model as well as
the expected future cash-inflows and the growth rate used for extrapolation purposes.

The key assumptions that Company uses in estimating future cash flows for recoverable amounts are
anticipated future seliing prices, expected production volumes, future operating and development costs,
and refining margins. Charges fo these assumptions will affect the recoverable amounis of CGUs and
individuzal assets and may require material adjusiments to their carrying value.

3.1.3 Provisions

By their nature, provisions are dependent upon estimates and assessments whether the criteria for
recegnition have been met, including estimates of the probability of cash outflows, Provisions for litigation
are hased on an estimate of the costs, taking inte account legal advice and other information presently
available. Provisions for termination benefits and exit costs, if any, also involve management's judgment in
estimating the expecled cash outflows for severance payments and site closures or other exit costs.
Provisions for uncertain liabifities involve management's best estimate of whether cash outfiows are
probable.




SAUDI CEMENT COMPANY
{Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS {UN-AUDITED) {continued)

At 31 March 2017

3 Significant accounting estimates, assumptions and judgmenis (continued)
31 Key sources of estimation uncertainty {continued)

3.14 Long-term assumptions for employee benefits

Post-employment defined benefits, end-of-service benefits and indemnity payment represant obligations
that will he settled in the future and require assumptions to project obligations and fair values of plan assets,
if any. The accounting standard requires management to make further assumptions regarding variables
such as discount rates, rate of compensation increases and return on assets, martality rates, employment
turnovar and future healthcare costs. Periodically, management of the Company consults with external
actuaries regarding these assumptions. Changes in key assumptions can have a significant impact on the
projected benefit obligations andfor periodic employee defined benefit costs incurred.

3.2 Critical judgments in applying accounting standards

The foliowing critical judgments have the most significant effect on the amounts recegnized in the interim
condensed financial statements;

3.2.1 Component parts of property, plant and equipment

The Company's assets, classified within property, plant and equipment, are depreciated on a straight-line
basis over their economic useful lives. When determining the economic usefut life of an asset, it is broken
down into significant component parts such that each significant component part is depreciated separately.
Judgement is required in ascertaining the significant components of a larger asset, and while defining the
significance of a component, management considers quantitative materiality of the compenent part as well
as qualitative factors such as difference in useful life as compared to mother asset, its pattern of
consumption, and its replacement cycle/maintenance schedule.

3.2.2 Cash Generating Unit (CGU™)

A Cash Generating Unit ("CGU") is defined as the lowest grouping of integrated assets that generate
identifiable cash inflows that are largely independent of the cash inflows of other assets or groups of assets,
The allocation of assets into CGUs requires significant judgement and interpretations with respect io the
integration befween assets, the existence of active market, similar exposure to market risks, -shared
infrastructure, and the way which management monitors the operations.

3.2.3 Homogeneity of the inventory

Certain inventories under the same categories may have different costing formula, if such inventories
considered as not homogenous. When determining that certain inventories under the same category fo
be homogenous or not, required judgment after considering the nature and use of such inventories to
the Company.

3.2.4 Decommissioning and restoration Costs

The Company make the judgment whether or not fo recognize any liabilifies for the future
decommissioning and restoration cost of property, plant and equipment. Various factors including
methed and technology used in extraction of minerals, extent of restoration, legal requirements and the
materiality of such expected costs required, are taken into consideration before conciuding whether or
not there is a need to recognise any obligation by the Company.




SAUD! CEMENT COMPANY
(Saudi Joint Stack Company)

NOTES TO THE INTER!IM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) {continued)
At 31 March 2017

4 Standards issued but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the
Company’s interim condensed financial statements are disclosed below. The Company intends to adopt
these standards, if applicable, when they become effective.

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments addresses the classification, measurement and derecognition of financial
assets and financial liabilities, infroduces new rules for hedge accounting and a new impairment model for
financial assets. The standard does not need to be applied until 1 January 2018 but is available for early
adoption. The Company does not expect fo adopt the new standard before 1 January 2018.

IFRS 15 Revenuea from Contracis with Cusiomers

The IASR has issued a new standard for the recognition of revenue. This will replace 1AS 18 which covers
revenue arising from the sale of goods and the rendering of services and 1AS 11 which covers construction
contracts.

The new standard is based on the principle that revenue is recoghized when contrel of a2 good or service
transfers to a customer.

The standard permits either a full retrospective or a medified retrospective approach for the adoption. The
new standard is effective for first interim periods within annual reporting periods beginning on or after 1
January 2018, and will allow early adoption.

At this stage, the Company is not able to estimate the effect of the new rules on the Company's interim
condensed financial statements. The Company will make more detailed assessments of the effect during
the year of 2017, The Company does not expect to adopt the new standard before 1 January 2018.

IFRS 16 Leases
The IASE has issued a new standard for the recognition of leases. This standard will replace:

IAS 17 ~ ‘Leases’

IFRIC 4 — ‘Whether an arrangement contains a lease’

SIC 15 - 'Operating leases — Incentives' .

SiC-27 — ‘Evaluating the substance of transactions involving the legal form of a lease’

Under 1AS 17, lessees were required fo make a distinction between a finance lease (on balance sheet) and
an operating lease (off balance sheet). IFRS 16 now requires lessees to recognize 2 lease liability reflecting
future lease payments and a ‘right-of-use asset’ for virtually all lease contracts. The 1ASB has included an
optional exemption for certain short-term leases and lease assets; however, this exemption can only be
applied by lesszes.

Under IFRS 16, a contract is, or confains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. The mandatory date for adoption for the
standard is 1 January 2019.

10




SAUDI CEMENT COMPANY
{Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED} (continued)
At 31 March 2017

5 Summary of significant accounting polices

Current versus non-current classification

The Company presents assets and liabitities in the interim condensed statement of financial position based
on current/non-current classification. An asset is current when it is:

. Expected to be realized or intended to be sold or consumed in normal operating cycle

. Held primarily for the purpose of trading

» Expected o be realized within twelve months after tha reporting period, or

. Cash or cash equivalent unless restricted from being exchanged cr used to seftle a liability for

at least twelve months after the reporting period.
All other assets are classified as non-current.

A liabitity is current when:

. it is expected to be setiled in normal oparating cycle

. it Is held primarily for the purpose of frading

it is due to be settled within twelve months after the reparting period, or

There is no unconditional right to defer the setilement of the liability for at least twelve months
after the reporling period

»*

[

All other lisbilities are classified as non-current.

Property, plant and equipment
Owned assets

Property, plant and equipment are stated at cost, net of accumulated depreciation and accumulated
impairment losses, if any. Such costs includes the cost of replacing part of the property, plant and
eguipment and berrowing costs for long-ferm construction projects (qualifying assefs}, if the recognition
criteria are met. Where such assets are constructed in-house, their cost includes ali amounts necessary to
bring the asset to the present condilion and location to be ready for intended use by management and
excludes all costs such as general and adminisirative expenses and training costs. Any feasibility study
costs are expensed as incurred unless they relate to specifically identifiable asset being constructed in-
house and are directly attributable fo it. Pre-operating costs during startup petiod net of proceeds from sale
of trial production, are included as part of cost of the relevant item of property, plant and equipment,
provided it is a directly atiributable cost which meets the recognition criteria, and only- up fo the point the
asset is in a condition ready for intended use.

When parts of property, plant and equipment are significant in cost in comparison to the total cost of the
item, and where such partsicomponents have a useful life different than other parts and are required to be
replaced at different intervals, the Company shall recognize such parts as individual assets with specific
useful lives and depreciate them accordingly. Likewise, when a major inspection is performed, its directly
attributable cost is recognized in the carrying amount of the property, plant and equipment if the recognition
criteria are satisfied. All other repair and maintenance costs are recognized in the interim condensed
statement of income and other comprehansive income as incurred.

The present value of the expected cost for the decommissioning of an asset after its use is included in the
cost of the respective asset if the recognition criteria for a provision are mef. The Company will periodically
assess the expectation and estimation for the decommissioning liabifity,

Environment, health, safety and security (EHS&8) related expenditures, including cortamination treatment
costs, are capitalized if they meet the recognition criteria, mainly, that such costs are required by prevailing
applicable legislation and are required o continue the license o operate or is imposed by the Company’s
owh mandatory requirements relating o EHS&S. Thesa are capitalized tcgether with the cost of the relevant
item of property, plant and equipment to which they refate.

11



SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

NQTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) (continued)
At 31 March 2017

5 Summary of significant aceounting polices (continued)

Property, plant and equipment {continued)

Depreciation is calculated from the date the item of property, plant and eguipment are available for its
intended use or in respect of self-constructed assets, from the date such assets are ready for the intended

use.

Depreciation is calculated on a straight-line basis over the useful life of the asset as follows:

Buildings and civil works 13 t0 33 years
Plant and equipment 310 30 years
Tools and transportation equipment 410 10 years
Furniture, fixtures and office equipment 410 10 years

The assefs residual values, useful lives and methods of depreciation are reviewed, and adjusted
prospectively if appropriate, at each financial year—end.

Land and assets under construction, which are not ready for its intended use, are not depreciated,

An itam of property; plant and equipment and any significant part initially recognized is derecognized upon
disposal or when no future economic benefits are expected from its use. Any gain or loss arising on de-
recognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the interim condensed statement of income and other comprehensive
income.

An asset's carrying amount is written down immediately 1o its recoverable amount if the assef’s carrying
amount is greater than its estimated recoverable amount.

Associates

Associates are entities over which the Company has significant influence. Significant influence is the power
to pariicipate in the financial and cperating policy decisions of the investee, but is not control or joint control
over those policies. This is generally the case where the Company holds between 20% and 50% of the
voting rights.

Equity method of accounting is used for the invesiment in associates. Under the equity method of
accounting, the investments are initially recognized at cost and adjusted thereafter to recognize the
Company's share of the post-acguisition profits or losses of the investee in the statement of income, and
he Company's share of movements in other comprehensive income (QCI) of the investee in other
comprehensive income.

Dividends received or feceivable from associate are recognized as a reduction in the carrving amount of
the investment.

The interim condensed statement of income and other comprehensive income reflects the Company’s
share of the results of operations of the associate. Any change in OCI of this assaciate is presented as par
of the Company’s OCI. In addition, when there has been a change recognised direcily in the equity of the
associate, the Company recognises its share of any changes, when applicable, in the interim condensed
statement of changes in equity.

When the Company’s share of losses in an equity-accounted investment equals or exceeds its interest in
the entity, including any other unsecured long-term receivables, the Company does not recognize further
losses, unless it has incurred obligations or made payments on hehalf of the associate.

12



SAUBI CEMENT COMPANY
{Saudi Joint Stock Company)

NOTES TC THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) (continued)

At 31 March 2017
§ Summary of significant accounting polices {continued)
Associates {continued)

Unrealized gains on fransaciions between the Campany and its associates are eliminated to the extent of
the Company's interest in the associates. Unrgalized losses are also eliminated unless the {ransaction
provides evidence of an impairment of the assef transferred.

The aggregate of the Company's share in net results of associates are shown on the face of the interim
condensed statement of income and other comprehensive income outside operating profit.

The financial statements of the associale should be for the same reporiing period as the Company. If not,
then adjustments are made to bring the balances and transactions to be at / for the reporting period similar
to the Company. Adjustments shall also be made to bring the balances and transactions in line with the
accounting policies of the Company, in case the accounting policies of such associate differ from those of
the Company.

After application of the eguity method, the Company determines whether it is necessary to recognize an
impairment loss on its invesiment in its associate. At each reporting date, the Company determines whether
there is objective evidence that the investment in the associate is impaired. If there is such svidence, the
Company calculates the amount of impairment as the difference between the recoverable amount of the
associate and its carrying value, then recognizes the loss as ‘Share in net result of associates’ in the interim
condensed statement of income and other comprehensive income.

Upon loss of significant influence over the associate, the Company measures and recognizes any retained
investment at its fair value. Any difference between the carrying amount of the asscciate upon loss of
significant influence and the fair value of the retained investment and proceeds from disposal is recognized
in the interim condensed statement of income and other comprehensive income.

Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be
impaired. if any indication exists, or when annual impairment {esting for an asset is required, the Company
estimates the assets recoverable amount. An asset's recoverable amount is the higher of an asset's or
CGU's fair value fess costs to sell and its value-in-use and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent of those from other assets or groups of
assets. Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset or CGU
Is considered impaired and is written down to its recoverable amount. In assessing the values-in-use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate (pre-zakat)
that reflects current market assessment of the time value of money and the risks spacific to the asset.

The Company's impairment calculation is based on detailed budgets and forecast calculations which are
prepared separately for each of the Company's CGUs, as the Company considerad as single CGU. These
budgets and forecast calculations are generally covering a five-year period. For longer periods, a leng-term
growth rate is caleulated and applied o project future cash flows after the budget period.

impairment losses of continuing operations, including impairment on working capital, If applicable, are
recoghized in the interim condensed statement of income and cother comprebensive income in those
expense categories consistent with the function of the impaired asset.

rrespective of whether there is any indication of impairment, the Company shali also test Intangible assets
with an indefinite useful e (including goodwill) or infangible assets not yet available for use for impairment
annually by comparing their carrying amount with respective recoverable amount. This impairment test may
be performed at any time during an annual period, provided it is performed at the same time gvery year.
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SAUDI CEMENT COMPANY
{(Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) {continued)
Af 31 March 2017

5 Summary of significant aceounting polices {continued)
Impairment of non-financial assets (confinued)

Different intangible assets may be tested for impairment at different times. However, if such an intangible
asset was initially recognized during the current annual period, that intangible asset shall be tested for
impairment before the end of the current annual period.

For assets other than above, an assessment is made at each financlal year-end as to whether there is any
indication that previously recognized impairment losses may no longer exist or may have decreased. if
such indication exists, the Company estimates the asset's or CGU's recoverable amount. A previously
recognized impairment loss is reversed only if there has been a change in the assumptions used to
determine the asset's recoverable amount since the last impairment loss was recognized. This reversal is
limited such that the recoverable amount doesn't exceed what the carryihg amount would have been, net
of depreciation, bad no impairment loss been recognized for the asset in prior years. Such reversal is
recognized in the statement of income and other comprehensive income.

Inventories

inventories, including raw materials, finished goods and consumables (spares) are valued at the lower of
cost i.e. historical purchase prices based on the weighied average principle plus directly aitributable costs
{primarily duty and transportation), or the net realizable value.

Inventories of finished goods include cost of materials, labor and an appropriate proportion of variable and
fixed direct overheads.

The cost of inventories is assighed by using welghted average cost formula. The Company is using the
same cost formula for all inventeries having a similar nature and use to the Company. For inveniories with
a different nature or use, different cost formulas are used.,

Abnormal inventory losses due to quality or other issues and overheads incurred during unplanned
maintenance / shut down period are excluded from inventory costs. The aliocation of overheads at period
end for the purpose of inventory valuation are based on the higher of normal capacity or actual production
for the period. Costs are assigned fo individual items of inventory on the basis of weighted average costs.
Costs of purchased inventory are determined after deducting rebates and discounts, Net realizable value
is the estimated selling price in the ordinary course of business, less estimated costs of completion and the
estimated cosis necessary to complete a sale.

Scrap inventory, co-product and by-product

Production process in the Company somefimes results in production of co-product simultaneously, or may
resuit in some by-products or scraps (either non-usable or recyclable). When the costs of conversion of
such co/by-product and/or scrap are not separately identifiable from the main product cost, they are
allocated en a rational and consistent basis to such products and co/by-product and scrap. The allocation
is based on the relative sales value of sach product either at the stage in the production process when the
products become separately identifiable, or at the completion of production.

Where by-products and scrap are immaterial and where costs cannot be allocated to them or it is inefficient
to do so, these items are measurad under inventory at net realizable value and this value is deducted from
the cost of the main product. As a result, the carrying amount of the main product inveniory is not materially
different from its cost.

In the interim condensed statement of income other comprehensive income, the net realizable value for
the by-products and scrap reduces the cost of sales for the period. Upon subsequent sale of such by-
product, the proceeds is recorded as revenue with a corresponding cost of sale being recorded based
on earlier recorded net realizable value, while for scrap, the proceeds, net of cost is recorded as other
incomea,
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SAUD! CEMENT COM PANY
(Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUBITED) {continued)
At 31 March 2017

5 Summary of significant accounting polices (continued)
Inventories {continued)

Consumable spare paris

Consumables are ancillary materials which are consumed in the production of semi-finished and finished
products. Consumables may include engineering materfals, ene-time packaging materials and certain
catalysis.

Spare parts are the interchangeable parts of property, plant and equipment, which are considered to be
essential fo support routine maintenance, repair and overhaul of plant and equipment or to be used in
emergency situations for repairs. The Company maintains the following different types of spare parts:

s Stand-by equipment items acquired together with the plant/production line or purchased subsequently
but retated to a particular plant or production line and will rarely be required are critical to plant operation
and must be available at stand-by at all times. These are capitalized as part of property, ptant and
equipment and depreciated from purchase date over a period which is shorter of the component's
useful life or the remaining useful life of the plant in which it is to be utilized. Thase do not form part of
inventory provided capitalization criteria under property, plant and equipment is met.

= Repairable items that are plantproduction line specific with long lead times and will be replaced and
refurbished frequently (mostly during turnarounds), These are capitalized as part of property, ptant and
equipment where the capitalization criteria are met. Depreciation is started from day of installation of
these items in the plant, and the depreciation period is the shorter of the useful life of the component
and the remaining useful life of the related property, plant and equipment in which it is instalied. These
do not form part of inventory.

+ General capital spares and other consumables items which are not of 2 critical nature and are of a
general nature, i.e., not plant specific and can be used in muliipte plants or production lines and any
other items which may be required at any time for facilitating plant operations. They are generally
classified as ‘consumables and spare parts’ under inventory, unless they exceed the threshold and
have a useful life of more than one year, under which case they are recorded under property, plant and
equipment. Items recorded under inventory are subject to assessment for ocbsclescence provision and
are charged to the interim condensed statement of income and other comprehensive upon their
installation or use. Where such items meet criteria for capitalization, their depreciation method is similar

. to repairable items as noted above.
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SAUDI CEMENT COMPANY
{Saudi Joint Stock Company}

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS {(UN-AUDITED) {coniinued)

At 31 March 2017
5 Summary of significant accounting polices {continued)
Trade receivables

Trade receivables are stated at the amortized cost, which generally correspond to face value (original
invoice amount), do not bear interest, and generally have a 60 to 90 days term, less any provision for
doubtful debts and impairment. An allowance for doubtfui debts is made based upon Company's best
estimate of expected credit losses related to those receivables. Such estimate is based on customers’
financial status and historical write-off experience. Account balances are written off against such allowance
after all means of coliection have been exhausted and potential of recovery is remote. Bad debts written
off as such are recorded in the interim condensed statement of income and other comprehensive income
as incurred.

Other receivables include supplier advances and employee receivables and other such receivables which
are not ‘trade’ receivables. Other receivables are stated at amortized cost which generally corresponds to
their face value, Allowance for doubtiul receivables is assessed as per methodology noted above.,

Cash and cash equivalents

Cash and cash equivalents include bank balances and short-term deposits with original maturities of three
months or less that are readily convertible to known amounts of cash and which are subject to an
instgnificant risk of changes in value.

Employees’ benefiis

Short-term obligations

Liabilifies for wages and salaries, including non-monetary benefits and accumulating leaves, air fare, child
education allowance, furniture allowance that are expected to be settled wholly within twelve months after
the end of the period in which the employees render the related service are recoegnized in respect of
empioyees’ services up to the end of the reporting period and are measured at amounts expected fo be
paid when the liabilities are settied. The liabilities are presented as current employee benefit obligations in
interim condensed statement of financial position.

Employees' terminal benefiis

The liability or asset recognised in the interim condensed statement of financial positicn in respect of the
defined end of service henefit plan is the present value of the definad benefit obfigation at the end of the
reporting peried. The defined benefit obligation is calculated by independent actuaries using the projected
unit credit method.

The net interest cost is calculated by applying the discount rate to the net balance of the defined end of
service benefit obligation. This cost is included in empioyee benefit expense in the statement of income
and other comprehensive income. Re-measurement gains and losses arising from experience adjustments
and changes in actuarial assumptions are recognised in the period in which they occur, directly in other
comprehensive income. Changes in the present value of the defined benefit obligation resulting from plan
amendments or curtailmants are recognised immediately In statement of income and other comprehensive
incame as past service costs.
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SAUDI CEMENT COMPANY
{Saudi Joint Stock Campany)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) {continued)
Af 31 March 2017

5 Summary of significant accounting polices {continued)
Employees’ henefits (continued)

Emplovees’ saving plan

The Company operates a saving plan o encourage its Saudi employees to make savings in a manner that
will warrant an increase in their income and coniribute to securing their future according to the established
pian. The saving contributions from the participants are deposited in a separate bank account other than
the Company's normal operating bank accounts (but not in any separate legal enfity). This cash is a
rastricted halance and for purpose of presentation in the interim condensed financial statements, it is offset
with the related liability under the savings plan and net liabiiity to employees is reported under the employee
benefits lability. '

Trade and other payables

These amounts represent liabilities for goods and services provided to the Company prior to the end of
financial year which are unpaid. The amounts are unsecured and are usually paid within 30 to 80 days of
recognition. Trade and other payables are presenied as current liabilities unless payment is not due within
12 months after the reporting period. They are recognized initially at their fair value and subsequently
measured at amortized cosf using the effective interest method.

Provisions
General

Provisions are recognized when the Company has a present obligation {legal or constructive) as a result
of a past event, it is probable that an outfiow of resources embodying economic benefits will be reguired to
settle the obligation and a reliable estimate can bs made of the amecunt of the obligation. Where
management of the Company expects some or all of a provision to be reimbursed, for example under an
insurance contract, the reimbursement is recognized as a separate asset but only when the reimbursement
is virtually certain. The &xpense relating to any provision is presented in interim condensed statement of
income and other comprehensive income net of any reimbursement. If the effect of the time value of money
is material, provisions are discountad using a current pre-tax rate that reflects, where appropriate, the risks
specific o the liability. Where discounting is used, the increase in the provision due to the passage of time
is recognized as a finance cost.

Zakat

Zakat is provided In accordance with the Regulations of the General Authority of Zakat and Tax ("GAZT"}
in the Kingdom of Saudi Arabia and on accruals basis and is based on the period share of the estimated
zakat for the whole year. The provision is charged it the interim condensed statement of income and other
comprehensive income.

Financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as accounts receivables, as appropriate. All financial
assets are recognized initially at fair value plus, in the case of financial assets not recorded at fair value
through profit or loss, transaction costs that are atfributable to the acquisition of the financial asset.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place {regular way trades) are recognized on the trade date i.e., the
date that the Company commits o purchase or sell the asset.
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SAUDI CEMENT COMPANY
{Saudi Joint Stack Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) {confinued)
At 31 March 2017

5 Summary of significant accounting polices {continued)
Financial assefs (continued)

Subseguent measurement

For purposes of subsequent measurement financial assets are classified as ioans and receivables:
Loans and receivables

Loan and receivables are non-derivative financial assefs with fixed or determinable paymenis that are not
guoted in an active market. After initial measurement, such financial assets measured at ameortized cost
using the effective interest rate (EIR} method, less impairment. Amortized cost is calculated by taking info
aceount any discount or premium on acquisition and fees or costs that are an integral part of the EIR. The
EIR amortization is included in finance income in the interim condensed statement of income and other
comprehensive income.

Derecognition

A financial asset {or, where applicable, a part of a financial asset or part of a group of similar financial

assets) is primarily derecognized {i.e. removed from the Company's statement of financial position) when;

. The rights to receive cash flows from the asset have expired, or

. The Company has transferred ifs rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under & ‘pass-
through’ arrangement; and either (a) the Company has transferred substantially alf the risks and
rewards of the asset, or {(b) the Company has neither transferred nor refained substantially all the
risks and rewards of the asset, but has transferred control of the asset.

Impairment of financial asseats

The Company assesses at each reporting date whether there is any objecfive evidence that a financial
asset or a group of financial assets Is impaired. A financial asset or a group of financial assets is deemed
fo be impaired if, and oniy if, there is objective evidence of impairment as a result of one or more events
that has oceurred after the initial recognition of the asset and a loss event has an impact on the estimated
future cash flows of the financial asset or a group of financial assets that can be reliably estimatad. Evidence
of impairment may include indications that debtors or a group of debtors are experiencing significant
financial difficulty, default or delinguency in interest or principal payments, the probability that they will enter
into bankruptcy or other financial recrganization and where observable data indicate that there is a
measurable decrease in the estimated future cash flows, such as changes in arrgars or economic conditions
that correlate with defaulis.

Financial liabilities

[nitial recognition and measuremsnt

Financial liabilities are classified under either of the two classes at inifial recognition:

. Financial liabilities at fair vaiue through profit or loss,
. Other financial liabilities measured at amortized cost using the effective interest rate method.
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SAUDI CEMENT COMPANY
{Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) {continued)
At 31 March 2017

5 Summary of significant accounting polices (continued)
Financial liabilities {continued)

initial recognition and measurement (continued)

The category of financial liability at fair value through profit or loss has two subcategories:

. Designated: a financial liability that is designated by the entity as a liabiiity at fair value through
profit or loss upon initial recognition,
. Held for trading: a financial liability classified as held for trading, such as an obligation for securities

borrowed in a short sale, which have o be returned in the future. This category also includes
derivative financial instruments entered into by the Company that are not desighated as hedging
instruments in hedge relationships. Separated embedded derivatives are also classified as held for
trading unless they are designated as effective hedging instruments.

All financial liabilities are recognized initially when the Company becomes parly to a contractual provisions
and cbligations under the financial instrument. The liabilities are recerded at fair value, and in the case of
loans and borrowings and payables, the proceeds received net of directly aftributable transaction cosis.

Subseguent measurement

Financial liahilittes at fair vaiue through profit and loss will continue to be recorded at fair vaiue with changes
being recorded in the interim condensed statement of income and other comprehensive income.

For other financizal #abilities, including loans and borrowings, after initial recognition, these are subsequently
measured at amortized cost using the effective inlerest rate method. Gain and iosses are recognized in
interim condensed statement of income and other comprehensive income when the liabilities are
derecognized as well as through the effective interest rate amortization process.

Amortized cost is calculated by taking into accouni any discount or premium on acquisition and fees or
costs that are an integral part of the effeciive interest rate method. The effective interest rate amortization
is included as finance costs in the Inferim condensed statement of income and other comprehensive
income.

De-recognition

A financial liability is derecognized when the obiigation under the liability is discharged or cancelled, or
expires. When an existing financial liability is replaced by another from the same lender on substantiaily
different terms, or the terms of an existing liability are substantially meodified, such an exchange or
modification is treated as the de-recognition of the original liability and the recognition of a new liabllity. The
difference in the respective carrying amounts is recognized in the interim condensed statement of income
and other comprehensive income.

Offsetting of financial instruments
Financial assets and financial liabilities are offsef and the net amount is reported in the interim condensead

statement of financial position if there is a currently enforceable legal right to offset recognized amounts
and there is an intention fo settle on a net basis, to realize the assets and settle the liabilities simultansously.
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUBITED) (continued)
At 31 March 2017

5 Summary of significant accounting polices {continued)
Transactions and halances in foreign currency

Transactions in foreign currencies are initially recorded by the Company at their respective functional
currency spot rates at the date the transaction first qualifies for recognition. Monetary assets and liabitities
denominated in foreign currencies are transiated at the functional currency spot rates of exchange at the
reporting date.

Differences arising on settlement or translation of monetary items are recognized in the interim condensed
statement of income and other comprehensive income.

Fair value measurement

Falr value is the price that would be recsived to seil an asset or paid to transfer a liability in an orderly
transacfion between market participants at the measurement date. The fair value measurement is based
on the presumption that the transaction {o sell the asset or transfer the liability takes place either:

. In the principal market for the asset or liability, or
. In the absence of 2 principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a lizghility is measured using the assumptions thal market participants would
use when pricing the asset or liability, assuming that markst participants act in thelr best economic interest.

A fair valug measurement of a2 non-financial asset takes into account a market participant's ability te
generate economic benefits by using the asset in its highest and best use or by selling if o another market
participant that would use the asset in its highest and best use.

The Company uses valuation technigues that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximizing the use of relevant observabla inputs and minimizing
the use of unchservable inputs,

All assets and lizbilities for which fair value is measured or disclosed in the interim condensed financial
statements are categorized within the fair value hierarchy, described as follows, based on the lowest level
input that s significant to the fair value measurement as a whole:

. Level 1 — Quoted (unadjusted) market pricas in active markets for identical assets or liabilities,

) Levet 2 —Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable,

o Leve] 3 —Valuation techniques for which the Jowest level input that is significant to the fair value

measurement is unobservable.

For asseis and liabilities that are recognized in the interim condensed financial statemants on a recurring
hasis, the Company determines whether transfers have occurred between levels in the hierarchy by re-
assessing the categorization (based on the lowest level input that is significant fo the fair value
measurement as a whole} at the end of each repaorting period.

The policies and procedures for both recurring fair value measurement are evaluated pericdically.
For the purpase of fair value disclosures, the Company has determined classes of assets and liabilities on

the basis of the nature, characteristics and risks of the asset or liabifity and the level of the fair value
higrarchy as explained above.
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) (continued)
At 31 March 2017

5 Summary of significant accounting polices {continued)

Revenue recognition

Revenue is recognized to the extent that it is prebable that the economic benefits will flow to the Company
and the revenue can be reliably measured, regardless of when the payment is made. Revenue is measured
at the fair value of the consideration received or receivable, taking into account contractually defined terms
of payment and excluding any taxes or dufy. Amounis disclosed as revenue are net of returns.

The specific recognition criteria described below must also be met before revenue s recognized.

Sale of goeds

Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the
goods have passed to the buyer, usually on delivery of the goods. Revenues represent the invoiced value
of goods shipped by the Company during the period, net of any trade and quantity discounts.

Where the Company assesses itself as the principal, it records all relevant sales and costs of sale for the
goods sold.

Expenses

Cost of sales

All expenses are recognized on an accrual basis. Operating costs ara recognized on a historical cost basis.
Production costs and direct manufacturing expenses are classified as cost of sales. This includes raw
material, direct labor and other atiributable overhead costs. Other costs such as selling costs are recorded
as selling and distribution expenses while all remaining other costs are presented as general and
administrative expenses.

Selling and distribution_expenses

These include any costs incurred to carry out or facilitate all selling activities at the Company. These costs
typically include marketing and distribution and logistics expenses as well as commissions. These alsc
include allocations of certain general overheads.

General and administrative expenses

These pertain to operation expenses which are not directly related to the production of any goods or
sarvices. These also include allocations of general overheads which are not specifically atiributed to cost
of sales or selling and distribution expenses.

Altocation of overheads between cost of sales, selling and distribution expenses, and general and
adminisirative expenses, where required, is made on a consistent basis based on predetermined rates as
appropriate by the Company.

Finance income

For all financial instruments measured at amortized cost, interest income is recorded using the effective
iterest rate (EIR). EIR is the rate that exactly discounts the estimated fufure cash payments or receipis
over the expected life of the financial instrument or a shorter pericd, where appropriate, to the net ¢carrying
amount of the financial asset or liability. Interest income is included in finance income in the interim
condensed statement of income and other comprehensive income. Earnings on time deposits are
tacagnized on an accrual hasis.
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At 31 March 2017

5 summary of significant accounting poilices {continued)
Earnings per share

Basic earnings per share is calculated by dividing:

s the nef income atiributable to equity holders of the Company, excluding any costs of servicing equity
other than ordinary shares

+ by the weighted average number of ordinary shares outstanding during the financiat period, adjusted
for bonus elaments in ordinary shares issued during the peried and excluding treasury shares.

Diluted EPS is calculated by dividing the net income attributable to ordinary shareholders of the Company
(after adjusting for interest on the convertible preference shares, if any} by the weighted average number
of ordinary shares outstanding during the period plus the weighted average number of ordinary shares that
would be issued on conversion, if any of all the dilutive potential ordinary shares into ordinary shares.

6 First-{ime adoption of IFRS

Far all periods up to and including the year ended 31 December 2018, the Company prepared and
published its financial statements only in accordance with generally accepted aceounting standards in
Kingdom af Saudi Arabia (*SQCPA" or "Previous GAAP"). These are the Company’s first interim condensed
financial statements in accordance with 1AS 34, “inferimn Financial Reporiing” and IFRS 1, “First-time
Adoption of lnternational Financial Reporting Standards™ that are endorsed in Kingdom of Saudi Arabia,

Accordingly, the Company has prepared financial statements, which comply with IFRS that are endorsed
in Kingdom of Saudi Arabiz applicable for perieds beginning on or hefore 1 January 2017, together with
the comparative period data, In preparing the accompanying interim condensed financial statements, the
Company's opening statement of financial position was prepared as at 1 January 2016 after incorporating
certain adjustments made as required due fo the first thine adoption of IFRS as endarsed in Kingdom of
Saudi Arabia.

In preparing its opening statement of financial position as at 1 January 2018 in accordance with I[FRS that
are endorsed in Kingdom of Saudi Arabiz, the financial statements for the year ended 31 December 2016
and the interim financial statements for the three-month period ended 31 March 2016, the Company has
analyzed the impact and noted following adjustments are required to the amounts reported previously in
the financial siatements prepared in accordance with SOCPA,

Exemptions éppiied:

IFRS 1 allows first-fime adopiers certain exemptions from the retrospective application of certain
requirements under |IFRS.

The Company has applied the following exemption:

The Company has applied the transitional provisions in |AS 23 Borrowing Costs and capitalises borrowing
costs relating to all quaiifying assels after the date of transition. Similarly, the Company has not restated
for borrowing costs capitalised under SOCPA on qualifying assets prior to the date of transition to IFRS.

The notes below explain the principal adjustments made by the Company in restating its SOCPA financial
statements to IFRS3:
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) {continued)

At 31 March 2017

6 First-time adoption of IFRS (continued)

6.1 The following is a reconciliation of the Company's staternent of financial position reported in accordance
with SOCPA fo its statement of financlal position under IFRS at 31 December 2016;

ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
Construction work in progress
Investments in associates

TOTAL NON-CURRENT ASSETS
CURRENT ASSETS

Inventories

Trade receivables
Prapayments and other
receivables

Cash and cash equivalents
TOTAL CURRENT ASSETS

TOTAL ASSETS

EQUITY AND LIABILITIES
EQUITY

Share capital

Statutory reserve

Rstained earnings

TOTAL EQUITY

LIABILITIES
NON-CURRENT LIABILITY
Employeas’ benefits

CURRENT LIABILITIES

islamic financing

Trade payables

Current portion of liability for
charitable contribution

Dividends payable

Accruals and other payabies

Zakat prevision

TOTAL CURRENT LIABILITIES

TOTAL UIABILITIES

TOTAL EQUITY AND LIABILITIES

Note

A4

6.2

SOCPA as IFRS as at
at 31 Re- 3
December classificati Re- December
2016 ons measurements 2018

SR 000 SR 000 SR ‘0060 SR '000
2,728,840 284 444 (89,713) 2,894,671
160,118 (160,119 . “
60,100 - - 60,100
2,050,158 94,325 (89,713) 2,954,771
817 488 (94,325} - 723,144
259,357 - - 259,357
40,138 - . 40,133
183,820 - - 183,820
1,300,785 (94,325) - 1,206,460
4,250,944 - (89,713} 4,161,231
1,530,000 - - 1,530,000
785,000 - “ 765,000
980,464 - {85,887} 8§94,577
3,275,464 - (85,887}' 3,189,577
81277 - (3,826) 87,451
400,000 - - 400,000
103,858 - - 103,958
20,000 (20,000} - -
210,350 - - 210,350
112,701 20,000 - 132,701
37.194 - - 37,194
884,203 - - 884,203
975 480 - {3,826) 971,654

4 250 944 - (89,713) 4,161,231




SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) (continued)

At 31 March 2017
8 First-time adoption of IFRS {centinued)

8.2 Reconciliation of retained earnings as at 31 December 2016

Fellowing is the analysis of the impact of IFRS re-measurements on retained earnings:

Retained earnings as per SOCPA
[FRS adjustments related to:
Difference in depreciation as a result of
componentization of property, plant and equipment
Depreciation adjustment of spare paris
Actuarial valuations of employee benefits
Reversal of capital spare parts utilised
Retained sarnings as per {FRS

Note

—

> @ P b

Impact on
retained
earmings at
31 December
2016

SR ‘000

980,464

(86,340)
(15,318)
3,826
11,945
894,577
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NCTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) (confinued)
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6 First-time adoption of IFRS {continued)

6.3 The following is a reconciliation of the Company’s statement of financial posilion reported in accordance
with SOCPA fo its sfatement of financial position under IFRS at the transition date 1 January 2018:

SOCPA as
at 1 Re- IFRS as at
January classificati Re- 1 January
Note 2016 ons measurements 2018
SR ‘000 SR ‘000 SR '000 SR 600
ABSETS
NON-CURRENT ASSETS
Property, plant and equipment A4 2,876,424 227,957 (91,887) 3,012,494
Construction work in progress 138,134 (138,134) - -
Investments in associates 82,800 - - 82,800
TOTAL NON-CURRENT ASSETS 3,097,358 89,823 (91,887) 3,095,284
CURRENT ASSETS
Inventories A 754,934 (89,823) - 665,111
Trade receivables 226,922 - - 228,922
Prepayments and other receivables 51,375 - - 51,375
Cash and cash equivalents 383,000 - - 383,000
TOTAL CURRENT ASSETS 1,416,231 (89,823) - 1,326,408
TOTAL ASSETS 4,513,588 - {31,887} 4421 702
EQUITY AND LIABILITIES
EQUITY
Share capital 1,530,000 - - 1,530,000
Statutory reserve 765,000 - - 765,000
General resarve 20,000 - - 20,000
Retained earnings 6.4 940,822 - (96,4886) 844 338
TOTAL EQUITY 3,255,822 - (96,488) 3,158,336
LIABILITIES
NON-CURRENT LIABILITY
Employees’ benefits B 91,316 - 4,509 85,915
CURRENT LIABILITIES
Current partion of Saudi Industrial
Development Fund loan 120,000 - - 120,000
istamic financing 600,000 - - 600,000
Trade payables 90,818 - - 20,818
Current portion of liability for
charitable contribution 30,000 {30,000) - -
Dividends payable 172,385 - - 172,395
Accruals and other payables 120,383 30,000 . 150,393
Zakat provision 32,845 - - 32,845
TOTAL CURRENT LIABILITIES 1,166,451 - - 1,166,451
TOTAL LIABILITIES 1,257,767 - 4,599 1,262,366
TOTAL EQUITY AND LIABILITIES 4,513,589 - {91,887) 4,421,702
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At 31 March 2017
6  First-time adoption of IFRS {continued)
6.4 Reconciliation of retained earnings as at 1 January 2016

Following is the analysis of the impact of IFRS re-measurements on retained sarnings:

tmpact on

retained

earnings at 1

Mote January 2016

SR ‘000

Retained earnings as per SOCPA 940,622

IFRS adjustments related to:

Difference in depraciation as a result of

componentization of property, plant and equipment 14 {82,988}

Depreciation adjustment of spare parts A (8,899

Actuarial valuations of employee benefits B (4,599)

Retained esarnings as per IFRS 844,336
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8 First-time adoption of IFRS (continued)

6.5 The following is a reconciliation of the Company's statement of interin condensed financial position
reported in accordance with SOCPA (o jts statement of interim condensed financial position under IFRS as at
31 March 2016

SOCPA as
at 31 Re- IFRS as at
March classificati Re- 31 March
Note 2016 ons measuraments 20186
SR '000 SR '000 SR '000 SR '000
ASBETS
NON-CURRENT ASSETS
Property, plant and equiprment A14 2,843,158 248,629 (92,481} 2,589,306
Construction work in progress 155,634 {155,634) - -
nvestments in associates 83,382 - 83,382
TOTAL NON-CURRENT ASSETS 3,082,174 92,995 {92.481) 3,082 688
CURRENT ASSETS
fnventaries A 780,216 {92 ,895) - 667,221
Trade receivables 231,108 - - 231,108
Prepayments and other receivables 64,373 - - 64,373
Cash and cash equivalents 83,940 - - 83,940
TOTAL CURRENT ASSETS 1,139,637 (52,995) - 1,046,642
TOTAL ASSETS 4,221,811 - {92,481) 4,128,330
EQUITY AND LIABILITIES
EQUITY
Share capital 1,530,000 - - 1,530,000
Statutory reserve 765,000 - - 765,000
Retained sarnings 6.6 764,984 - (97.080) 667,904
TOTAL EQUITY 3,059,984 - (97.080) 2,962 904
LIABILITIES
NON-CURRENT LIABILITY
Employees’ benafits B 82,034 - 4,599 96,633
CURRENT LIABILITIES
Current portion of Saudi Industrial
Development Fund toan 120,000 - - 120,000
Islamic financing 530,000 - - 530,000
Trade payables 93,641 - - 93,641
Current portion of liability for
charitable contribution 30,000 (30,600) - -
Dividends payable 171,886 - - 171,896
Accruals and other payables 84,607 30,000 - 114,607
Zakat provision 39,649 - - 39,649
TOTAL CURRENT LIABILITIES 1,089,783 - - 1,089,792
TOTAL LIABILITIES 1,161,827 - 4,600 1,166,426
TOTAL EQUITY AND LIABILITIES 4,221,811 - (92,481) 4,129,330
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6.6 Reconcifiation of retained earnings as at 31 March 2016

Following is the analysis of the impact of IFRS re-measurements on retained earnings:

Retained earnings as per SOCPA

IFRS adjustments related {o:
Difference in depreciation as a resuit of
componentization of property, plant and equipment

Depreciation adjustment of spare paris

Actuarial valuations of employee benefits

Reversal of capital spare parts utilised
Refained earnings as per [FRS

Notfe

=M : A

Impact on
refained
earnings at
31 March
2016

SR 000

764,084

(83,799)
(10,151)
(4,599)
1,469
667,904
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At 31 March 2017

6§ First-time adoption of IFRS (continued)

6.7 The following is a reconciliation of the Company’s interim condensed statement of income
and other comprehensive income for the three-month period ended 31 March 2016 from SOCPA

to IFRS:

Sales
Cost of sales
GROSS PROFIT

Selling and distribution expenses
Generzal and adminisirative expenses
OPERATING PROFIT

Other incomg

Share in net resulis of associates

Foliow-up fees in respect of Saudi
Industrial Development Fund leans

Islamic financial charges

INCCME BEFORE ZAKAT

Zakat
NET INCOME FOR THE PERIOD

Other comprehensive income

TOTAL COMPREHENSIVE INCOME

Note

6.9

6.9

SQCPRA for IFRS for the
the three three month
month period period ended
ended-31 Re- 31 March
March 2018 measuraments 2018
SR 000 SR 000 SR 000
506,925 - 506,825
{211,112) (594) {211,708)
295,513 (594) 285,219
{7,533) - {7,533)
(14,143} (2,200) {16,343)
274137 (2,794) 271,343
591 - 581
582 - 582
(1,050) - {1,050)
(2,004} - {2,094)
272,166 (2,794) 269,372
{6,804} - (6,804)
265,362 (2,794) 262 568
265,362 {2,794) 262 568
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At 31 March 2017

8 First-time adoption of [FRS (continued)

6.8 The following is a reconciliation of the Company's interim condensed statement of income
and other comprehensive income for the year ended 31 December 2016 frormn SOCPA fo IFRS:

Sales
Cost of sales
GROSS PROFIT

Selling and disfribution expenses
General and administrative expenses
OPERATING PROFIT

Other income
Share in net resuls of associates

Follow-up fees in respect of Saudi
industrial Development Fund lcans

Islamic financial charges
INCOME BEFORE ZAKAT

Zakat
NET INCOME FOR THE PERIOD

Other comprehensive income

Other comprehensive income not to be
reclassified to income in subseguent
pericds:;

Re-measurement gain on defined
benefit plans

OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME

SOCPA for
year ended 31 Re- IFRS for the year
December measuremen ended 31
Note 2016 ts December 2018
SR 000 SR 000 SR '000
1778,139 - 1,778,139
5.9 (749,139) 1,582 (747,557}
1,029,000 1,582 1,030,582
(35,501) - (35,501)
{60,768) (2,200) (62,9686)
932,733 {618) 832,115
4274 - 4274
5,045 - 5,045
(3,718) ) (3,715}
(13,222) - {13,222}
925,115 (618) 924,487
{23,523) - {23,523)
801,502 (618) 900,974
- 9,017 8,017
- 9,017 8017
801,582 8,399 905,991
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) {continued)

At 31 March 2017
8 First-time adoption of IFRS (continued)

6.9 The foflfowing ftable iHlustrates the reconciliation of statement of income oather
comprehensive income from SOCRA to IFRS for Company on adoption of IFRS:

Reconcifiation of statement of income and other comprehensive income

For the year For the period

ended 31 ended 31

Note December 2018 March 2016

SR ‘000 SR 000

Net income under SOCPA 801,592 265,362

IFRS adjustments related to:

Difference in depreciation as a result of

componentization of property, plant and
equipment 14 (3,352) (811)

Depreciation adjustment of spare parts A (6,419) (1,253)
Employees' end-of-service-benefits B (592) -

Reversal of capital spare parts utilised A 11,848 1,470
Board of Direciors' remuneration C (2,200) (2,200)

Net income under IFRSs 800,874 262,568

Other comprehensive income

Re-measurement gain on actuarial valualions of
employee benefits B 9,017 -

Total comprehensive income under IFRS 809,891 262,568
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68 First-time adoption of [FRS (continued)
A Property, Plant and equipment and inventories

Under SOCPA, the Company capitalised the cost of capital spare parts under inveniory, which used to
serve for more than ohe accounting year. However, under IFRS, such cost is capitalised under property,
plant and equipment, and therefore the depreciation has béen estimated for such ¢ost and recognized
through the retained earnings. This change resuited in a decrease in both the net book value of
property, plant and equipment balances and retained earnings on the fransiticn date.

B Employee benefits and accrued and other liabilities

Under IFRS, end of setvice bensfits ("EOQSB"} are required to be calculaied using actuarial
assumptions. Historically, the Company has caiculated these obligations based on the current
provision. This change resulied in an increase in the EOSB tiability balances on the transition date and
a decrease in refained earnings.

C Board of Directors’ remuneration
Under SOCPA, accepted practice wasto charge the Board of Directors’ remuneration in the statement

of changes in equity. However, under IFRS, the Board of Directors’ remuneration is charged to interim
condensed statement of income and other comprehensive income,
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7  Related party transactions and halances

The following {able provides the total amount of transactions that have been entered into with refated parties during the three-month period ended 31 March 2017 and
2018 and related parties balances as at 31 March 2017, 31 December 2016 and 1 January 2016.

Three-month period

Amount of transaction

Ending balance

31 March 371 March 31 March 37 December 1 January
Related party Relationship Nature of transaction 2017 2016 2017 2016 2016
SR '000 SR 000 SR '000 SR '000 SR 000
iy Trade receivables due from a related party
United Cement Company Associate Sales 18,605 27,448 15,307 21,096 23,971
ity Advances to a related party
Cement Preduct Indusiry Associate Advance received 3,450 3,450 3,950
Company Limited
iii) Trade payables due to a related party
Cement Product Indusiry Associate Purchases of raw
Company Limited material 7,622 10,055 1,089 617 -
Affiliate Insurance on property
Wataniya Insurance Company plant and equipment 6,458 7,381 4,169 - 17
5,258 617 17

Terms and conditions of transactions with related parties

The sales {o and purchases from related parties are made at terms equivalent to those that prevail in arm’s length transactions. Quistanding balances at the period
ended 31 March 2017 are unsecured and settled in cash. There have been no guarantees provided to amounts due to related parties. However, amounts due from
related parties were fully covered by bank guarantees. For the period ended 31 March 2017, the Company has not recorded any impairment of receivables relating to
amounts owed by related parlies. This assessment is undertaken each financial year by examining the financial position of the related party and the market in which
the related party operates.

The Company has paid total compensations of SR 4.5 million to its key executives during the period (31 March 2016: SR 4.4 million).
Prices and terms of payments for the above transactions are approved by the Company's management.
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8 Share capital

The authorised, issued and paid up share capital is SR 1,530 millien, which is divided into 153 million
shares (31 December and 1 January 2016: 153 million shares) of SR 10 each,

9 Employees’ benefits
The following table represents the movement of the employees’ benefits:

31 March 31 December 1 January

2017 2016 2018

SR 000 SR '000 SR '000

At the beginning of the period 87,451 95,915 81,673

Current service cost 2,085 7,040 10,046

Past service cost - - 4,599
Interest cost 3,380

Payments during the period (1,971} (9,876) {10,403)
Actuarial adjusiments during the period - {9,017) -

Al the end of the period 87,565 87,451 85,915

10 Islamie financing

The Islamic facilities have been obtained from various local banks to meet the working capital
reguirements with a total amount of SR 1,800 milion (31 Decembear 2016: SR 1,850 million and 1
January 2016; SR 1,850 million), the utilised balance as of 31 March 2017 is SR 350 million {31
December 2016: SR 400 million and 1 January 2016: SR 600 million). These Islamic facilities carry
varying financial costs in excess of SIBOR and are consistent with the terms of each facility agreement
that are secured by promissory notes issued by the Company and carry charges agreed with the
facilities’ providers.

The outstanding Islamic financing is classified under current liabilities in the interim condensed
statement of financial position as it is repayable within 12 months from the financial position date.

The facility agreemenis contained certain covenants, which requires among other things, certain
financial ratios to be maintained.

11 Dividends

Subsequent to period end, on 12 Rajab 1438H (corresponding to 9 April 2017}, the General Assembly
approved the Board of Directors' propesal to distribute cash dividends amounting to SR 2.75 per share
(SR 420.75 miliion in total} for the second half of 2018,

On 15 Jumada' | 1437H (corresponding 24 March 2018), the General Assembly approved the Board
of Directors’ proposal to disttibute cash dividends amounting to SR 3 per share (SR 459 million in
total) for the second half of 2018,
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UN-AUDITED) {continued)
At 31 March 2017

12 Zakat provision

The movement in Company’s zakat and income tax payable is as follows:

31 March 31 December 1 January
2017 2016 2016

SR ‘000 SR 000 SR ‘000
At beginning of the period 37,194 32,845 38,927
Provided duwring the period 4,223 23,523 24,208
Paid during the period - (19,174} (28,291)
At the end of the period 41,417 37,194 32,845

Zakat returns of the Company are submitted to the General Autherity of Zakat and Tax (GAZT) based
an financial statements prepared for zakat purposes only.

The Company has filed its zakat returns with GAZT, received the zakat certificates, setiled the zakat
dues and cleared its zakat assessmenis with GAZT up io the year ended 31 December 2012.

13 Earnings per share

Basic eamnings per share amounts are calculated by dividing net income for the period attributable to
ordinary equity holders of the Company by the weighted average number of ordinary shares
outstanding during the period.

The following reflects the income and share data used in the basic and diluted earnings per share
computations:

31 March 31 March

2017 2016

SR 000 Sk 000

Net income afiributable fo equity holders (SR'000) 164,699 262,568
Number of shares cutstanding {in thousands} 153,000 153,000
Earnings per share for the period 1.08 1.72

There has been no item of dilution affecting the weighted average number of ordinary shares.
14 Component change for the property, plant and equipment

Under IFRS, the preperty, plant and equipment should be compenentized and the components’ useful
lives identified separately. The componentization concept was not a followed practice in Saudt Arabia.
It was not practically possible for the Company to clearly distinguish adjustments related to the change
in usefut lives from those relating to applying the compoenentization. As part of the transition to IFRS,
the Company has applied the concept of assets components and accounted for its impact on the
useful lives, which resulted in a decrease in property, plant and equiprnent and decrease in retained
earnings on the IFRS transition date amounting to SR 83 miillion (note 6.4). The net impact has been
hooked as part of the fransition adjustmenits.

15 Capital commitments

The capital expenditure contracted by the Company but not incurred till year end was approximately
SR 30.6 million.
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16 Segment information

A segment is a distinguishable component of the Company that is engaged in providing products or
services (a business segment) or in providing products or services within a particular economic
environment {a geographic segment), which is subject to risks and rewards that are different from
those of other segmenis.

All of the Company’'s operations are related to one operating segment which is cement and are
substantially sold te local custamers. Accordingly, segmental analysis by geographical and operating
segment has not been presented.

17 Subsequent events
Except for the event disciosed in note 11, inthe opinion of management, there have been no significant

subsequent events since the period ended 31 March 2017 that would have a material impact on the
financial position of the Company as reflected in these interim condensed financial statements
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