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LIMITED REVIEW REPORT TO THE SHAREHOLDERS OF
SAUDI CEMENT COMPANY
A SAUDI JOINT STOCK COMPANY

Scope of limited review:

We have reviewed the accompanying interim balance sheet of Saudi Cement Company, a
Saudi Joint Stock Company (“the Company™) as at 31 December 2016, and the related
interim statements of income for three months period and year then ended and the interim
statements of cash flows and changes in shareholders’ equity for the year then ended.
These interim financial statements have been prepared by the Company's management and
submitted to us together with all the information and explanations which we required. We
conducted our limited review in accordance with the Standard on Review of Interim
Financial Reporting issued by the Saudi Organization for Certified Public Accountants
(SOCPA). The limited review consists principally of applying analytical procedures to
financial data and making inquiries of persons responsible for financial and accounting
matters. It is substantially less in scope than an audit conducted in accordance with
generally accepted auditing standards, the objective of which is the expression of an
opinion regarding the financial statements taken as a whole. Accordingly, we do not
express such an opinion.

Conclusion of limited review:

Based on our limited review, we are not aware of any material modifications that should be
made to the accompanying interim financial statements for them to be in conformity with
accounting standards generally accepted in the Kingdom of Saudi Arabia.

for Ernst & Young

A
Certified Public Accountant
Registration No. 339

19 Rabi'll 1438H
17 January 2017

Alkhobar



Saudi Cement Company
(A Saudi Joint Stock Company)

INTERIM BALANCE SHEET
As at 31 December 2016

ASSETS

CURRENT ASSETS

Cash and cash equivalents

Trade accounts receivable
Inventories

Prepayments and other receivables

TOTAL CURRENT ASSETS

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

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES

Trade accounts payable

Accruals and advances from customers

Islamic financing

Dividends payable

Current portion of Saudi Industrial Development Fund loans
Current portion of liability for charitable contribution

Zakat and income tax provision

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITY
Employees' terminal benefits

TOTAL LIABILITIES

SHAREHOLDERS' EQUITY
Share capital

Statutory reserve

General reserve

Retained earnings

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

= 7

2016 2015
SR “000” SR “000*
(un-audited) (audited)
Note
183,820 383,000
259,357 226,922
817,469 754,934
40.139 51.375
1,300,785 1.416.231
60,100 82,800
2,729,940 2,876,424
160,119 138.134
2,950.159 3.097.358
— 4250944 _  4.513.589
103,958 90,818
112,701 120,393
3 400,000 600,000
4 210,350 172,395
5 - 120,000
6 20,000 30,000
37.194 32.845
884.203 1.166.451
91.277 91.316
975.480 1.257.767
7 1,530,000 1,530,000
765,000 765,000
8 - 20,000
980,464 940.822
3.275.464 3.255.822
— 4250944 4,513,580

The attached notes from 1 to 11 form an integral part of these interim financial statements.




Saudi Cement Company
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF INCOME

For the three months period and year ended 31 December 2016

Sales
Cost of sales

GROSS PROFIT

EXPENSES

Impairment loss of property, plant and equipment
Selling and distribution

General and administration

INCOME FROM MAIN OPERATIONS

Other income, net
Follow up fees of Saudi Industrial Development Fund loans
Islamic financial charges

INCOME BEFORE SHARE IN NET RESULTS OF
ASSOCIATED COMPANIES AND ZAKAT AND
INCOME TAX

Share in net results of associated companies
INCOME BEFORE ZAKAT AND INCOME TAX
Zakat and income tax

NET INCOME FOR THE PERIOD/YEAR

EARNINGS PER SHARE (SR):

Earnings per share from main operations: e

Earnings per share from net income

Number of shares outstanding (in thousands) (note 7)

For the three For the three
months period  months period For the year For the year
ended 31 ended 31 ended 31 ended 31
December December December December
2016 2015 2016 2015
SR “000” SR “000” SR “000” SR 000"
(un-audited) (un-audited) (un-audited) (audited)
397,381 483,583 1,778,139 1,932,393
(176.509) (203.493) (749.139) (796.371)
220,872 280,090 1,029,000 1,136,022
- (66,150) - - (66.150)
(9,157) (8,611) (35,501) (35,129)
(16,807) (20.307) (60.766) (71.127)
194,908 185,022 932,733 963,616
839 562 4,274 11.559
(1,615) - (3,715) (3,931)
(3.551) (2.278) (13.222) (8.130)
190,581 183,306 920,070 963,114
1.349 (2.939) 5,045 1.287
191,930 180,367 925,115 964,401
(5.216) (4.663) (23.523) (24.209)
186,714 175,704 901,592 940,192
1.27 1.21 6.10 6.30
122 1.14 5.89 6.15
153,000 153,000 153,000 153.000

-

The attached notes from 1 to 11 form an integral part of these interim financial statements.
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Saudi Cement Company
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF CASH FLOWS

For the year ended 31 December 2016

OPERATING ACTIVITIES
Income before share in net results of associated
companies and zakat and income tax
Adjustments for:
Depreciation of property, plant and equipment
Impairment loss of property, plant and equipment
Employees' terminal benefits, net
Islamic financial charges
Gain on disposal of property. plant and equipment
Gain on disposal of investment in an associated company
Construction work in progress written off

Changes in operating assets and liabilities:
Receivables
Inventories
Payables

Cash from operations

Islamic financial charges paid
Zakat paid
Net cash from operating activities

INVESTING ACTIVITIES

Additions to property, plant and equipment

Additions to construction work in progress

Proceeds from disposal of property, plant and equipment
Proceeds from disposal of investment in an associated company
Dividends received from associated companies

Net cash used in investing activities

FINANCING ACTIVITIES

Net movement in Islamic financing

Charitable contribution paid

Net movement in Sandi Industrial Development Fund loans
Board of Directors® remuneration paid

Dividends paid

Net cash used in financing activities

(DECREASE)/INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the year

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

NON-CASH TRANSACTION:
Significant non-cash transaction arose as a result of:

o)

The attached notes from 1 to 11 form an integral p

For the year ended For the year ended
31 December 2016 31 December 2015

SR "000" SR “000”

(un-audited) (audited)
920,070 963,114
216,293 219.296
- 66,150
(39) (50)
13,222 8.130
(70) (133)
(322) -
2.048 -
1,151,202 1,256,507
(21,199) 1,725
(62,535) (86.406)
43.403 48.977
1,110,871 1,220,803
(13,222) (8.130)
(19.174) (28.291)
1.078.475 1.184.382
(27,903) (6.093)
(65,941) (121,305)
72 1,002
24,311 -
3,756 5.365
(65,705) (121.031)
(200,000) .
(10,000) (20,000)
(120,000) (115,000)
(2,200 (2,200)
(879.750) (841.500)
(1,211.950) (978.700)
(199,180) 84,651
383,000 298.349
— 183820 _ 383,000
41,908 47,278

of these interim financial statements.
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Satidi Cemeént Company
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
At 31 December 2016

i ACTIVITIES

Saudi Cement Cormnpany {"the Company") i is a Saudi Joifit Stock Company incorporaied under Royal Decree
numbér 6/6710/726 dated 8 Rabi' Il 1375 H. (correspondmg to. 23 November 1955) and reglstered in the Kingdom:
of Saudi Arabia, in the ¢ity of Dammam uander Commercial Reglstratlon number 2050000602 dated 6 Dhul
Qaidahi 1377 H {corresponding t0.24 May 1958). The Company is engaged in manufaciuring and sefling cement
and ifs-related products,

The Company has obtained under the Royal Decres number 10/6/6/8500 dated 26 Rajab 1370H (comesponding to
3 May 1951) the right of the mining concession for the exploitation of limestone, gypsum and clay and ali the
necessary. materials for the manufacture of cement in Al Hassa for 30 years.period. The. Company -also obtained
under-the Ministerial Resolution niumber 43 dated 4 Rabi’] 1405H (corresponding 1o 27 November 1984) from
the Council of Ministers, the right of the mining concession for- the exploitation of limestone, gypsum and clay
and all the necessary materials for the manufacture of ecmcntm Al :Jadidah (Khashen Em Houidah), with an area:
of nineteen square kitometers for 30 years period. The: Company is in the process 1o renew it “for another: pcnod

2 SIGNIFICANT ACCOUNTING POLICIES

_The interim financial statemerits have been prepared in accordance with acconnting standards generally accepted
in the Kingdom of Saudi Arabia. ‘The significant accounting policies adopted are as follows:

Alccounting convention
Thie interim financial staternents are prepared under the historical cost convention.

Use of ¢stimate

The preparation of interim financial statements in conformity with generally accepted accounting principles:
requires the use of estimaies and assumptlons that affect the. réported amotmts. of assets and liabilities and
disclosure ‘of contingent assets and [izbilitiés at the date of the interim financial statements and the: reported
amounts of revenue and expenses thring the reporting period.

Cash and cash equivalents
Cash and cash equivalents consist of bank balances; cash on hand and Murabaha investment that is reachly
convertible into known amounts of cash and has original maturities of three months or less, when purchased.

Accounts receéivable

‘Accounts receivable are stated at the-original invoice amount less an allowancé for any uncollectible amounts, An
estimate for doubtfu! debt is-made when the éollection of the:account receivable amount is ‘considered doubitful.
‘Bad debts are written off as incurred.

Inventories
Inventories are stated at the lower of cost and market value. Costs are those expenses incurted in bringing each
product to its'presént location aiid condition and caleulaied on the following basis:

Spere parts and raw materials - "purchase cost on z'wei ighted aveérage basis.
Finished: goods and work In progress - cost of direct materials and labour plus attfibutable
overhéad based on normal Jevel of activity.

Investuients in associated companies

Investments. in associated companies where the Company has significant influence over the invéstees™ financial
and operation decisions, normally when the Company owns stake between 20% to 50% of:the ‘capital of the
invesiee company, is:accounted for using the equlty method.




Saudi Cement Company
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDIT_ED) (continucd)
At 31 December 2016 : ;

A SIGNIFICANT ACCOUNTING POLICIES {continued)

Property, plant and equipment/depreciation

Property,-plant and equipment are initjally recorded at cost and are stated at cost less accumulated deprediation
-and any impairment in value: Freehold land is not depreciated. The cost of other property, plant and equipment is
-depreciated on a straight line basis over the estimated useful lives of the assets.

Improvements on assefs are amortised on a siraight-line basis over the shorter of the useful life’ of the
‘improvement or the related assets.

Expenditure for repair and mainténance are charged to interim statement of 'income as. incurred. Improvements
that intrease the valie or the materially extend the useful:life of the related assets are capitalised.

Construction work in progress

‘Conistruction-work in progress are recognised:at cost of material and services needed to constriict the fixed assets
and- other costs that can be specifically identified as necessary costs fo have these fixed assets: ready for-its
intended use including borrowing costs eligible for capitalisation, *which then transferred to its category under
property, plant and equipment.

Impalrment of non-current assets

The. carrving values of non-current assets are reviewed for impairment when events or changes in circumstances
indicate the carrying value may not be recoverable. If any such indication exists and where the carrying values
exceed the estimated recoverable amount, the assets are written down to thelr recoverable ainount, being the
hlgher of their fair-value less costs to sell and their value in use; The excess of: carrying value ovér the estimated
recoverable amount is.charged-to the interim statement of income.

Aceounts payable and aceruals
Liabilities are recognised for amounts-to be paid in the future for goods or services received, whether or not billed
to the Company.

Provisions
Provisions aré recognised when the Company has an obligation (legal or-constructive) arising ffom a past event,
and the costs to saftléthe obligation are both probable and can be measured relinbly,

Zakat and income tax

The Company is sub_]ectto the Regulations of the General Authority of Zakat and Tax (“GAZT™) in the Eungdom

of Saudi _Arabia. Zakat and income tax is determined based on effective owuershlp interest reflected in the

register of ‘shareholders in Tadawul at the end of the- period. Zakat and income tax js provlded on an estimated

basis and charged:to the intérim statement of income. The zakat charge is computed at 2.3% on the. zakat base. or

adjusted net income attributable to shareholders.from Gulf Cooperation Council (“GCG™) ¢itizens, whichever is

higher while incomé tax relating 6 theé non-GCC shareholders is provided baséd. on share of taxable ificome at

20%: Any difference in the estimate is recorded when the assessment is finalised. ’

Statutory réserve

In accordance. with the Saudi Arabian Regulations fér Companies, the Company must. set as:de 10% of its net
income in-each year.until ithas built up areserve equal {o one half of the capital. This having heen achieved. The
reserve is not available for distribution.

Employees' terminal benefits
Provision is made for amounts payable related to accumulated peridd of services at theé interim balance sheet date
in accordance with the employees' contracts of employment.

Revenue recognition

Salés represent the invoiced valtie of goods supplied by the. Company during the period. Revenues from sale of
goods are récognised when significant risks and rewards of ownership of the goods have-passed to the buyer and
thé aniéunt of revenue ¢an be measured reliably, normally.on delivery o thie customer,

T




Saudi Cement Company |
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINAN CIAL STATEMENTS (UN—AUDITED) {continued)
‘At 31 December 2016

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Expenses
Selking .and dlstnbutlon expenses are those that" specifically relate to méarketing personnel, advemsements
promotions as well as bad debts expense. All other expenses other than Islamic finaricial charges and follow-up
fees in respect of Saudi Industrial Development Fund: loans are allocated on 2 consistent basis to cost.of sales-and
general and administration expenses in. accordance with aliocation factors determined as appropriate by the
Company.

Borrowing costs

Borrowing costs that are directly sitributable to the constructioni of an asset are capitalised up to stage-when
substantially all the activities necessary to prepare the qualifying asset for its: mtended use are completed and,
:thereafier, such costs are charged-to the intérim statement of | income.

‘DPividends
Dividends are recogused asa habﬂlty at the tlme of the shareholders ‘epproval by the Annual General Meeting.
Interim dividends-are recorded as and When approved by the Board of Directors.

Foreign currencies.

Transactions.in foreign cirrencies aré recorded in. Saudl Rivals (SR) at the rate of exchange ruling at the. date of
the-transaction. Monetary assets and lizbilities denominated in foreign currencies are reh-anslated at the rate of
‘exchange ruling at thie interim balance sheet date. All differences are taken to interim statement of income.

‘Earnings per share
‘Earnings per share from main-operations 'is calculated by dividing the income froin mam operations for the
period/year by the weighted average number-of ordinary shares outstaniding during the penod/ye_ar

Earnings per share from'net income is calculated by dividing the net income for the periodiyear by the weighted
‘average number of ordinary shares outstanding during the period/vear..

Segmental reporting

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

3 ISLAMIC FINANCING

The Islamic facilities have been obtained ffom various local banks fo meet the working capital requirements with

a total amount of SR 1,850 million (2015: SR 1,850. million), the ntilised balance as of 31 December. 2016°is SR
400 million (31 December 2015: SR 600 million), which is secured by, promissory notes issued by the Company

znd carries commission. agreed wifh the facilities providers. The outstanding Islamic financing is classified undér”
current Habilities in the inferint balance sheet as.if is reépayable within: 12 months. from the inferim balance-sheet-
date; The facility agreéements. contained certain covenants, which requires among other things, | certaiil fmancxal

ratios to be maintained,




Saudi Cement Company |
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UN-AUDITED) (continued)
At 31 December 2016

4 DIVIDENDS

On.17 Sha’ban 1437H (corresponding. 24 May 2016), the Board. of Directors resolved fo distribute interim cash
dividends amounting to.SR 2.75 per share (SR 420.75 million in total} for the first half of 2016.

On 15 Jumada’ I 1437H (corresponding 24 March 2016), the General Assémbly approved the Board of
Directors’ proposal to distribute cash dividends amounting to SR 3 per share (SR 459 million in total) for:the
second half of 2015.

©On 7 Sha'ban 1436 H corrésponding to 25 May 2015; the Board of Directors resolved to distribute interim cash
dividends amounting to SR 3 per share (SR 459 million in fotal) for the first half'of 2015.

On 26 Jumada' I 1436 H corresponding to 17 March 2015, the General Asscmbly.-approved the Board of Directors
proposal 10 distribute cash dividends amounting to' SR 2.5 per share (SR 382.5 miillion in mtal) for the second half
of 2014.

5 SAUDI INDUSTRIAL DEVELOPMENT FUND LOANS

31 Decemiber  31-Deceinber

2016 2015
SR 000" SR "000"
"Saudi Industrial Devel_opment_Fund’ loans _ 120,000
Less: curtent portion . - {123.000)

Non-chrrent portion.

During 2008, the Company has obtained a loan from the Saudi Industrial Development Fund (“SIDF7) amounting
10-SR. 300 million to-finance its project in Hofuf, the loan is repayable:in 14 unequal ‘semi-annual installments,
which commenced in Jannary 2010, During 2009, the Company has obtained another loan from the -SIDE
amounting to SR 296 million to finance the expatision. of its project in Hofuf, the loan is repayable in 13 unequal
semi-anmial installments, which commenéed in January 2011, These Joans aré secured by prﬂfhisso’ry notes and a
primary morigage over thie related projects’ fixed assets. The facility agreements: contained certain covenants,
which requires. among other things, certain financial raties to. be' maintained: The two loans were fully settled
during the year..

6  LIABILITY FOR CHARITABLE CONTRIBUTION

The shareholders in their extra-ordinary general assembly meeting held 'on.4 Jumada® If 143 11 {comresponding to
18 May 2010) approved the appropriation of SR:50.million from the genéral reserve for the purpose of building a
Trauria Centre i the National Guards HOSplta] in.Al-Ahsa for the treatment.of people injured in accident, as part
of the social services provided by.the Company to the community. The Company szgned an agreement during
2014 with the National Guard's Health Affair, whereby the amount of SR 5¢ million:is expected to be disbursed
through five equal installmenits during 2015 and 2016 .upon rem‘:mng the relevant construction progress- status
réport.

The two remaining construction progress reports are expected to be received during 2017.




Saudi Cement Company
(A Saudi Joint Stock Company)

'NOTES TO THE INTERIM FINANCIAL.STATEMENTS (UN-AUDITED) (continued)
At 31 December 2016 '

7 SHARE CAPITAL

The anthorised, issued and paid-up share capital is SR 1,530 millior -at 31 December 2016 consisting of 153
million shares (31 December 2015: SR 1,53C-million consisting 0f 153 million shares) of SR 10 each.

8  GENERAL RESERVE

The shareholders in their General Assembly Meeting held on 24 Shawwal 1415H {corresponding 25 March 1995)
approved the Board: of Directors' proposal to establish a reserve for. the. -expansion-of the Comparny's plant in
Hofuf. After the complétion of the expansion in 1996, the remaining reserve was carried forward as a geriéral
TEServe.-

On 15 Jumada® I 14375 (corresponding 24 March _2016),_ the General -Asscmbly hias approved to transfer the
general reserve balance of SR 20 million back to retained sarnings.

9 SEGMENTAL INFORMATION

The Company cariies out its activities mainly in the Kingdom of Saudi Arabia through one operating segment.
engaged in the praduction of cement and related products.

100 CAPITAL COMMITMENTS

Meragement approved foture capital expenditures amounting to SR 23 i million (31 Decermber 2015: SR 63.7
- million). mainly related to railway infrastructure at Hofuf plant and installation of gas pipeline Jeak: detection
system for Hofuf plant.

11 COMPARATIVE FIGURES
Certain of the prior period- amounts have been reclassified to conform:with the’ presentation i in the current penod

In addltlon, the results for the- comparative peried have been adjusted to refiect yvearend audlt ad_lus’tments relating
to prior year audited financial statements.

1¢



