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INDEPENDENT AUDITORS’ REPORT ON REVIEW OF CONDENSED INTERIM
FINANCIAL STATEMENTS

To the shareholders
Saudi Cement Company
Dammam - Kingdom of Saudi Arabia.

Introduction

We have reviewed the accompanying condensed interim financial statements of Saudi Cement Company
(Saudi Joint Stock Company) (“the Company”) which comprises of interim statement of financial position as
at 30 June 2017, the related interim statements of Income and other comprehensive income for the three-
months and six-months periods then ended, the related changes in equity and cash flows for the six-months
period then ended, and a summary of significant accounting policies and selected notes from (1) to (13).

Management is responsible for the preparation and presentation of these condensed interim financial
statements in accordance with IAS 34, “Interim Financial Reporting' that is endorsed in the Kingdom of
Saudi Arabia. Our responsibility is to express a conclusion on this condensed interim 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” that are
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
condensed interim financial statements for the three months and six months periods ended June 30, 2017
are not prepared, in all material respects, in accordance with IAS 34, "Interim Financial Reporting' that is
endorsed in the Kingdom of Saudi Arabia.

Other Matter:
The financial statements for the year ended December 31, 2016 and condensed interim financial
statements for the quarter ended March 31, 2017 were audited/reviewed by another auditor whose reports

dated 15 Jumada’ 1438 H (corresponding to February 12, 2017) and 13 Sha'ban 1438H (corresponding to
May 9, 2017) respectively, contained an unqualified opinion/conclusion thereon.

For BDO Dr. Mohamed Al-Amri & Co.
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SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

INTERIM STATEMENT OF FINANCIAL POSITION (UN-AUDITED)

As at 30 June 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 liabilities
Employees' benefits

Current liabilities

Current portion of Saudi Industrial
Development Fund Loan

Islamic financing

Trade payables

Dividends payable

Accruals and other payables

Provision for zakat

Total current liabilities

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

Designated Member / GEO

statements.

30 June 31 December 1 January

Note 2017 2016 2016
SR 000 SR '000 SR '000

2,817,378 2,894,671 3,012,494

59,760 60,100 82,800

2,877,138 2,954,771 3,095,284

740,893 723,144 665,111

198,605 259,357 226,922

49173 40,139 51,375

69,083 183,820 383,000

1,057,754 1,206,460 1,326,408

3,934,892 4,161,231 4,421,702

1,530,000 1,530,000 1,530,000

459,000 765,000 765,000

- - 20,000

694,222 894,577 844,336

2,683,222 3,189,577 3,159,336

86,705 87,451 95,915

- - 120,000

7 750,000 400,000 600,000
89,701 103,958 90,818

8 203,504 210,350 172,395
93,595 132,701 150,393

28,165 37,194 32,845

1,164,965 884,203 1,166,451

1,251,670 971,654 1,262,366

3,934,892 4,161,231 4,421,702

Finance Manager

[Seh

The accompanyinggfiotes from 1 to 13 form an integral part of these condensed interim financial




SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

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

For the three-months and six-months periods ended 30 June 2017

Three-months Six-months
period ended 30 period ended 30
June June

2017 2016 2017 2016
SR '000 SR '000 SR 000 SR '000
Sales 269,450 498,779 615,802 1,005,704
Cost of sales (148,292) (216,420) (303,459) (428,126)
GROSS PROFIT 121,158 282,359 312,343 577,578
Selling and distribution expenses (6,232) (9,307) (14,497)  (16,840)
General and administrative expenses (15,836) (15,739) (30,487)  (32,082)
OPERATING PROFIT 99,090 257,313 267,359 528,656
Other income - 830 1,778 1,421
Share in net results of associates 394 2,206 1,270 2,788

Follow up fees in respect of Saudi Industrial

Development Fund loans - (1,050) - (2,100)
Islamic financial charges (3,129) (3,448) (5,130) (5,542)
INCOME BEFORE ZAKAT 96,355 255,851 265,277 525,223
Zakat (2,409) (6,387) (6,632) (13,191)
NET INCOME FOR THE PERIOD 93,946 249,464 258,645 512,032
Other comprehensive income - - - -
TOTAL COMPREHENSIVE INCOME 93,946 240 464 258,645 512,032
Earnings per share (Saudi Riyals)
Basic and diluted earnings per share

attributable to the equity holders of

the Company 0.61 1.63 1.69 3.35

Deslgnated Member / CEO Finance Manager

The accompanying gotes from 1 to 13 form an integral part of these condensed interim financial

statemenis.




SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

INTERIM STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)

For the six-months period ended 30 June 2017

Balance as at 1 January 2016 (note 6.3)
Net income for the period

Other comprehensive income

Total comprehensive income
Transferred to retained earnings
Dividends (note 8)

Balance at 30 June 2016

Balance as at 01 January 2017
Net income for the period

Other comprehensive income
Total comprehensive income
Transferred to retained earnings
Dividends (note 8)

Balance at 30 June 2017

Designated Member / CEO

Share capital Statutory reserve General reserve  Retained earnings Total
SR '000 SR '000 SR '000 SR '000 SR '000
1,530,000 765,000 20,000 844,336 9,455,943
- 2 5 512,032 512,032

- - - 512,032 512,032

- - (20,000) 20,000 -

- = - (879,750) (879,750)
1,530,000 765,000 = 496,618 2,791,618
1,530,000 765,000 . 894,577 3,189,577
- - - 258,645 258,645

- - - 258,645 258,645

- (306,000) - 306,000 -

- - - (765,000) (765,000)
1,530,000 459,000 - 694,222 2,683,222

Finance Manager

2




SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)
For the six-months period ended 30 June 2017

Six-months period ended 30 June

2017 2016

SR '000 SR 000
CASH FLOWS FROM OPERATING ACTIVITIES:
Income before zakat 265,277 525,223
Adjustments to reconcile income before zakat to net cash
provided by operating activities:
Depreciation of property, plant and equipment 104 580 111 950
Islamic financial charges 5,018 5. 542
Share in results of associates (1,270) (2,788)
Employees’ end of service benefit, net (746) (633)
Gain on disposal of investment in associated company = (322)

372,859 639,072
Working capital changes
Inventories (17,749) 16,495
Trade receivables 60,752 (22,767)
Prepayments and other receivables (9,034) 4516
Accruals and other payables (45,952) 19,666
Trade payables (14,257) (6,208)

(26,240) 11,702
Islamic financial charges paid (5,018) (5,542)
Zakat paid (15,661) (19,174)
Net cash generated from operating activities 325,940 626,058
CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to property, plant and equipment (27,287) (69,035)
Proceeds from disposal of investment in associated company - 24310
Dividend received from an associate 1,610 2,683
Net cash used in investing activities (25,677) (42,042)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net movements in islamic financing 350,000 50,000
Repayment of Saudi Industrial Development Fund loans = (60,000)
Dividend paid (765,000) (879,750)
Net cash used in financing activities (415,000) (889,750)
Net change in cash and cash equivalents (114,737) (305,734)
Cash and cash equivalents at the beginning of the period 183,820 383,000
Cash and cash equivalents at the end of the period 69.083 77 266

statements,




SAUDI CEMENT COMPANY
{Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIE FINANCIAL STATEMENTS (UN-AUDITED)

For the three-months and six-manths pericds ended 30 June 2017
1 Corporate information

Saudi Cement Company {'the Company"i is a Saudi Joint Stock Company incorporated under Royal
Decree number B/8/10/728 dated 8 Rabi’ 1l 1375 H (corresponding fo Z3 November 1955 and
registered in the Kingdom of Saudi Arabla. in the city of Dammam under Commercial Registration
number 2050000602 dated 6 Dhul Qaidah 1377 H (corresponding to 24 May 1958). The Company is
engaged tn manufacturing and selling cement and its related proglucts.

The Company has obtained under the Royal Decree number 10/6/6/8500 dated 26 Rajab 1370H
(cofresponding to 2 May 1951) the right of the mining concession for the extraction of limestone,
gypsum and clay and all the necessary matenals for the manufacture of cement in Al Hassa for 30
years period The Company also cbtained under the Ministerial Resolution number 45 dated 4 Rabi' |
1405 H {carresponding to 27 November 1984) from the Council of Ministers, the right af the mining
concesston for the extraction of limestone. gypsum and ciay and all the necessary materials for the
manufacture of cement in Al Jadidah {Khashem Em Houidah}, with an area of hineteen square
kilometers for 30 years period, where the Company has to fulfill certain contractual obligations related
to these agreements. The Company 1s in the process to renew these for another period.

2 Basis of preparation
2.1 Statement of compliance

These condensed interim financial statements have been prepared in accordance with International
Accounting Standard, “Interim Financfal Reporting” ("|AS 347} as endorsed in Kingdom of Saudi Arabia
{"KSA'). These are also the Company's second condensed interim financial statements in accordance
with internationat Financial Reporting Standards (*IFRS") for part of the period coversd by the first
annual financial statements prepared in accordance with [FRS that are endorsed in KSA and other
standards and pronouncements that are issued hy the Saudi Organization for Certified Public
Accountants ("SQCPA"), and accordingly Internaticnal Financial Reporting Standard, “First-time
Adoption of International Financial Reporting Standards” (1FRS 171 as endorsed in KSA has been
applied. Refer to note 8 for information on the first time adoption of IFRS as endorsed in KSA. by the
Company

These condensed interm financial statements do not include all the information and disclosures
required in annual financial statements to be prepared in accordance with IFRS that are endorsed In
KSA and other standards and pronouncements that are 1ssued by the SOCPA. which will be produceg
for the year ending 31 December 2017,

2.2 Basis of measuremeni
These condensed interim financial statements are prepared under the historical cest convention. using

the accruals basis of accounting, except for certain employees’ benefits which are measured at present
value.

Al values are rounded to the nearest thousand {SR '000). except when otherwise indicated
2.3 Functional and presentation currency

The condensed interim financial statements are presented in Saudi Riyals (SR} which 15 the functionaf
and presentation currency of the Company.




SAUDI CEMENT COMPANY
{Saudi Joint Stock Companyi

NOTES TG THE CONDENSEDR INTERIM FINANCIAL STATEMENTE (UN-AUDITED:

For the three-months and six-rmonths penods ended 30 June 2017
3 Significant accounting estimates, assumptions and judgments

The preparation of the Company's condensed interim financial statements requires management to make
judgments, estimates and assumptions that affect the repored amounts of revenues. expenses, assets
and liabilities, and the disclosure of contingent liabilities, at the reporing date. However, uncertainty about
these assumptions and estimates could result in outcomes that could require a material adjustment to the
carrying amount of the asset or fiability affected in the fulure. These estmates and assumptions are
based upon experience and varicus other factors that are believed 1o be reasonable under the
circumstances and are used to judge the carrying values of assets and labilities that are not readily
apparent from other sources. The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions fo accounting estimates are recognized in the period in which the estimates are revised
or in the revision pertod and fuiure penods if the changed estimates affect both current and future
periods.

3.1 Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the interim
statement of financial position date. that have a significant risk of causing & material carrying amounts of
assets and liabilities within the financial year include:

Useful lives of property, plant and equipment
tmpairment test of non-financial assets
Prowisions

Long-term assumptions for employee benefiis

e a & 9

3.2 Critical judgments in applying accounting standards

The following critical judgments have the most significant effect on the amounts recognized 0 the
condensed interim financial statements:

= Component parts of property, plant and equipment
e Cash Generating Unit (CGLU"}

»  Homogeneity of the inventory

o [Cecommissioning and restoration costs

4 Standards issuted but not yet effective

The standards and interpretations that are 1ssued. but not yet effective, up to the date of issuance of the

Company's condensed interim financial statements are disclosed below. The Company iniends to adopt
these standards, if applicable, when they become effective

IFRS 8 Financial Instruments

{FRS 8 Financial Instruments addresses the classification, measurement and derecognition of financia
assets and financial liabilities. introduces new rules for hedge accounting and a new impairment mode! 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 to adopt the new standard before 1 January 2018,




SAUDI CEMENT COMPANY
{Saudi Joint Stock Company)

NOTES TO THE CONMDENSED INTERIM FINANCIAL STATEMENTS [(UN-AUDITED)

For the three-months and six-months pericds ended 30 June 2017

IFRS 15 Revenue from Contracts with Customers

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

The new standard is based on the principle that revenue is recognized when control of a good or service
transfers to a customer

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

At this stage, the Company is not able to estimaie the effect of the new rules on the Company's
condensed interim 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 IASB has issued a new standard for the recognition of leases. This standard will replace:

e tAS 17 — Leases’

° IFRIC 4 — Whether an arrangement contains a {ease’

»  53iC 15 - 'Operating leases - thcentives’

s SIC-27 —'Evaluating the substance of ransactions involving the legal form of a lease’

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

Under IFRS 16, a contract is, or contains, a lease if the contract conveys the night to controt 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,

5 Summary of significant accounting polices
Current versus non-currant classification

The Company presents assels and liabilities in the interim statement of financial position based on
currenf/non-current classification. An asset is current when it 1s;

Expected to be realized or intended to be sold or consumed tn normal operating cycle

Held primarily for the purpose of trading

Expected to be realized within twelve months after the reporting periad. or

Cash or cash equivalent uniless restricted from being exchanged or used to settie a hability for
at least twelve months after the reporting period.

> o o o

All other assets are classified as non-current.




SAUD| CEMENT COMPANY
(Saudi Joint Stock Company:

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED:

For the threg-months and six-months periods ended 30 June 2017

A liability is current when:

o it is expectad to be settled in normal operating cycle

° it is held primarily for the purpose of trading

e It is due to be settled within twelve months after the reporting period. ar

«  There is no unconditicnal right to defer the settlement of the liakility for at least twelve months
aftar the reporting perod

Al other liabilities are classified as non-current.

Property, plant and equipment

Property. plant and eguipmeni are siated at cost. net of accumidated depreciation and accumulated
impairment fosses, if any. Such costs includes the cost of replacing pait of the property. plant and
equipment and borrowing costs for long-term construction projects {qualifying assets), if the recognition
criteria are met. YWhere such assets are constructed in-house their cost includes all amounts necessary
to bring the asset to the present condition and location to be ready for intended use by management and
excludes all costs such as general and administrative exgenses and training costs. Any feasibility study
cosfs are expensed as incurred unless they relate to specifically identifiable asset being constructed in-
house and are directly attributable to it Pre-operating costs during startup period 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 direcily atiributabie cost which meets the recognition criteria. and only up to the point the
asset is in & condition ready for infended use.

When paris of property. plant and equipment are significant in cost in comparsen to the totat cost of the
item, and where such pantsfcomponents have a useful life different than other parts and are required to
be replaced at different intervals, the Company shall recognize such parts as indwvidual assets with
specific useful lives and depreciate them accordingly Likewise, when a major inspection is performed, s
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
statement of profit or loss and other comprehensive income as incurred.

The present value of the expected cost for the decommissioning of an asset after ifs use 15 included in the
cost of the respective asset if the recognition criteria for a provision are met. The Company will
periodically assess the expectation and estimation for the decommissioning liability.

Environment, heaith. safety and security (EHS&S) related expenditures, including contamination
treatment costs, are capitalized if they meet the recognition criteria, mainly. that such costs are required
by prevailing applicable legislation and are required to continue the license {o operate or is imposed by

the Company's own mandatory requirements relating to EHS&S. These are capitalized together with the
cost of the relevant item of propary. plant and equipmant to which they relate.

Cepreciation 15 calculated from the date the item of property, plant and equipment 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 |s calculated on a straight-line basis over the useful life of the asset as follows:

Buildings and civil works 13 to 33 years
Plant and eguipment 3 to 30 years
Tools and transportation equipment 4 to 10 years
Furniture fixtures and office equipment 410 10 years

i0




SAUDI CEMENT COMPANY
(Saudi Joint Stock Company)

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

For the three-months and six-months periods ended 30 June 2017

5 Summary of significant accounting palices (continued)

Property, planit and equipment (continued)

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

Land and assetfs under construction. which are not ready for its infended use, are not depreciated

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

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

Associafes

Associates are entites over which the Company has significant influence. Significant influence 1s the
power to participate in the finantial and operating policy decisions of the investee. but is not control or
joint contral 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 investment in associates. Under the equity method of
accounting, the nvestments are initially recognized at cost and adjusted thereafier to recognize the
Company's share of the post-acquisition profite or losses of the investee in the statement of profit and
loss, and he Company's share of movements in other comprehensive income (OCl) of the investee in
other comprehensive income.

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

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 recoghize further
losses, unless it has incurred obligations or made payments on behalf of the associate.

Unrealized gains on transactions between the Company and its associates are eliminated o the extent of
the Company's interest in the asscciates. Unrealized losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred

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

11



SAUDI CEMENT COMPANY
{Saud Joint Stock Companyi

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITEDR!

For the three-months and six-months pericds ended 30 June 2017

5 Summary of significant accounting polices {continued)
impairment of non-financial assats

The Company assesses at each reporting date whether there is an indication that an asset may be
imparred If any indication exists, or when annual impairment testing 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 less 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 recoverahle
amount, the assst or CGU is conmiderad impaired and 15 written down io its recoverable amount in
assessing the value-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 specific {o the asset.

The Company's impairment calcutation 1s based on detailed budgets and forecast calculations which are
prepared separately for each of the Company's CGUs, as the Company considered as single CGLL
These budgets and forecast calculations are generally covering a five-year period. For longer periods, a
long-term growth rate is calculated and applied to project future cash flows after the budget period.

Impairment losses of continuing operations, Including impairmeni on working capital. if applicable, are
recognized in the interim statement of profit or toss and other comprehensive income in those expense
categories consistent with the function of the impaired asset.

Irrespective of whethar there is any indication of impairment, the Company shall also test intangible
assets with an indefinite useful life (including goodwilly for impairment on annual basis.

For assets other than above. an assessment is made at each financial year-end as {o whether there is
any indication that previgusly recognized impairment losses may ne longer exist or may have decreased.
If such indication exists, the Company estimates the asset's or CGU's recoverable amount A previously
recognized impatrment loss is reversed only if there has been a change in the assumplions used to
determing the asset's recoverable amount since the last impairment toss was recognized. This reversal is
Iimited such that the recoverable amount doesn't exceed what the carrying amount would have been, net
of depreciation. had no impairment toss been recognized for the asset in prior years. Such reversal is
recognized in the interim statement of profit or loss and other comprehensive income.

Inventories

Inventories. including raw materials. finished goods and consumables (spares) are valued at the lower of
cost ie, historical purchase prices based on the weighted average principie plus directly attributable costs
{primaniy duty and fransporiation). or the net realizabie value.

Inveniories of finished goods include cost of maienals. labor and an appropriate proportion of vanable
and fixed direct overheads,

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




SAUDI CEMENT COMPANY
{Saudi Jotnt Stock Company)

NOTES TO THE CONDENSED INTERIM FINAMCIAL STATEMENTS (UN-AUDITED;

Far the three-months and six-months periods ended 30 June 2017
§ Summary of significant accounting polices (continued)
Inventories {continued)

Abnormal inventory losses due to quality or other issues and overheads incurred during unplanned
maintenance / shut down period are excluded from inventory costs. The allocation 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 to 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 comgpletion and
the estimated costs necessary to complete a sale.

Cansumable spare paris

Consumables are ancillary matenals which are consumed in the production of semi-finished and finished
products. Consumatles may include engineenng materials, ene-time packaging materials and certain
cataiysts.

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 eguipment or to be used n
emergency situations for repairs. The Company maintains the following different types of spare parts:

o Stand-by equipment tems acquired together with the plant/production line or purchased subsequently
put related to a parlicular piant 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,
plant and equipment and depreciated from purchase date over a period which is shorter of the
componert’s useful life or the remaining useful life of the plant in which it 1s to be utilized. These do
not form part of inventory prowvided capitalization criteria under property. plant and equipment is met.

o Repairable items that are plani/production ling specific with long lead times and will be replaced and
refurbished frequently (mostly during turnarounds). These are capitalized as part of property, plant
and equpment where the capitalization criteria are met. Depreciation 15 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 tife of the related property, plant and equipment in which i is
instatted. These do not farm part of inventory.

= General capital spares and other consumables items which are not of a critical nature and are of a
general nature, i.e., not plant specific and can be used in multiple plants or production lines and any
other items which may be required at any time for facilitating plant cperations. They are generally
classified as consumables and spare parts under Inventory, uniess they exceed the threshold and
have a uzeful life of mare than one year, under which casn they are recorded undar property, plant
and egquipment. ltems recorded under inventory are subject to assessment for obsolescence
provision and are charged to the interim statement of comprehensive upon their installation or use.
Yhere such items meet criteria for capitalization, their depreciation method is similar to reparable
items as noted above




SAUDI CEMENT COMPANY
{Saudi Joint Stock Company;

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED;

For the three-months and six-months periods ended 30 June 2017
5 Summary of significant aceounting polices (continued)
Trade receivables

Trade receivables are stated at the amortized cost. which generally correspond fo face value {originai
invoice amount), do not bear interest, and generally have a 60 to 90 days term, less any provision for
doubtful debts and impairment. An aflowance for doubfful debts is made based upon Company’s best
gstimate of expected credit losses related to those receivables. Such estimate is based on customers’
financial status and historical write-off experience. Account balances are wriften off against such
allowance after all means of collection have been exhausted and potentiat of recovery is remote. Bad
debts written off as such are recorded in the interim siaternent of profit or loss and other comprehansive
income as incurred.

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

Cash and cash equivalents

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

Employees’ benefits

Shor-term obligations

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

Employees' terminal benefiis

The fiability or asset recognised in the interim statement of financial position i respect of the defined end
of service benefit plan is the present value of the defined benefit obligation at the end of the reporting
pertod. The defined benefit obligation is calculated by independent actuaries using the projected unit
credit method.

The net interest cost is caleulated by applving the discount rate to the net balance of the dafined end of
service benefit obligation. This cost is included in employee benefit expense in the interim statement of
profit or less and cother comprehensive income. Re-measurement gains and losses arising from
experience adjustments and changes in actuanal assumptions are recognised in the period in which they
occeur, directly in interim other comprehensive income. Changes in the present valug of the defined
benefit obligation resulfing from plan amendments or curtailments are recognised immediatety in interim
statement of profit or loss and other comprehensive income as past service costs.

Emgployees’ saving plan

The Company operates a saving plan to encourage its Saudi employees to make savings in a manner
that will warrant an increase in their income and contribute to securing their future according to the
established pian. The saving contributions from the participants are deposited in a separate hank account
ather than the Company's northal operating bank accounts {but not in any separate legal entity}. This
cash is a restricted balance and for purpose of presentation in the condensed interim financial
statements, it is offset with the related liability under the savings plan and net liability to emplovees is
reported under the employee benefits liability.
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{Saudi Jomnt Stock Company)

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

For the three-months and six-maonths pericds ended 30 June 2017
5 Summary of significant accounting polices (continued)
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 usualty paid within 30 to 60 days of
recognition. Trade and other payables are presented as current liabilities unless payment is not due
within 12 months after the reporting period. They are recognized indially at their fair value and
subsequently measured at amortized cost using the effeciive interesi method.

Provisions
General

Provistons are recognized when the Company has a present obligation ilegal or constructive} as a result
of a past event. it is probable that an outflow of resources embodying economic benefits will be required
to settle the cbhgation and a reliable estimate can be made of the amount 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 & separate asset but only when the
reimbursement is virtually certain, The expense reialing to any provision is presented i interim statement
of profit or loss and other comprehensive income net of any reimbursement. If the effect of the time valus
of money is material, provisions are discounted using a current pre-tax rate that reflects. where
appropriate, the risks specific to the liability. Where discounting is used. the increase in the proviston due
to the passage of time is recognized as a finance cost.

Zakat

Zakat is provided in accordance with the Regulations of the General Authorty 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 to the interim statement of profit or loss and other
comprehensive income.

Financial assets

Initial recognition and measurement

Financial assets are classified. at initial recognition. as accounis 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 foss, transaction costs that are attributable o the acquisition of the financiat asset.

Purchases or sales of financial assets that require delivery of assets within a time frame estabiished by
regudation or convention n the market place iregular way trades) are recognized oft the trade date e,
the date that the Company commits to purchase or sell the asset,

Subseguent measurement

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

Loans and receivables

Loan and receivables are non-derivative financial asscts with fixed or determinable payments that are not
guoted in an active market. After initial measurement, such financial assets measured at amortized cost
using the effective interest rate (EIR) method, less impairment. Amortized cost is calcufated by taking into
account any discount or premium on acquisition and fees or costs that are an integral part of the EiR. The
EIR amortization i1s included in finance income in the interim statement of profit or loss and other
comprehansive income.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three-months and six-months pericds ended 30 June 2017
5 Summary of significant accounting polices (continued)

Financial assets (continued}

Derecoegnition

A financial asset (or, where applicablfe, a8 part of a financial asset or part of a group of simitar financial
assets) is primarily derecognized (i.e. removed from the Company's statement of financial position) when:

s The rights fo receive cash flows from the asset have expired, or

o The Company has transferred its 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 a
‘pass-through’ arrangement; and either {a) the Company has transferred substantially all the risks
and rewards of the asset, or (b} the Caompany has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred control of the asset,

tmpairment of financial assets

The Company assesses at each reporiing date whether there is any objective evidence that a financial
asset or a group of financial assets 1s impaired. A financial asset or a group of financial assels is deemead
to be impaired if, and only if, there is objective evidence of impairment as a result of one or more evenis
that has occurred after the initial recognition of the asset and a ioss event has an impact on the estimated
future cash flows of the financial asset or a group of financial assets that can be reliably estimated.
Evidence of impairment may include indications that debtors or a group of debtors are experiencing
significant financial difficulty, default or delinguency In interest or principat payments, the probability that
they will enter into bankruptcy or other financial reorganization and where observable data indicate that
there is 2 measurable decrease in the estimated future sash flows, such as changes in arrears or
economic conditions that correlate with defaults.

Financial liabilities

Initial recognition and measuremernt

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

o Financial liabitities at fair value through profit or loss,
& Cither financial liabilities measured at amortized cost using the effective interest rate method.

Inihal_recognition and measurement (continued)

The category of financral liability at fan value through profit or loss has two subcategories.

o Designated: a financial iability that is designated by the entity as a lability at fair value through
profit or loss upon initial recognition,

o Held for trading: a financial liabilty classified as heid for trading. such as an obligation for
securities borrowed in a short sale, which have to be returned in the future. This category also
includes derivative financial instruments entered into by the Company that are not designated as
hedging nstruments in hedge relationships. Separated embedded derivatives are also classified
as held for trading uniess they are designated as effective hedging instruments.

All financial habilities are recognized initially when the Company becomes party to a contractual
provisions and obligations under the financial instrument. The liabilities are recerded at fair value, and in
the case of toans and borrowings and payables, the proceeds received net of directly attributable
fransaction costs.
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NOTES TO THE CONDENSED INTERIM FINAMCIAL STATEMENTS (UN-AUDITED)

For the three-months and six-months periods ended 30 June 2017
5 Summary of significant accounting polices {continued)
Financial liabilities {continued)

Subsequent measurement

Financial liabilitles at fair value through profit and loss will conlinue to be recorded at fair value with
changes being recorded in the interim statement of profit or loss and other comprehensive income

For other finangal habilities. inciuding leans and borrowings, after initial recogndion. these are
subsequently measured at amortized cost using the effective interest rate method. Gain and losses are
recognized in intenim statement of profit or loss and other comprehensive income when the liabitities are
derecognized as well as through the effective interest rate amortization process.

Amertized cost is calculated by taking into account any discount or premium on acquisition and fees or
cosis fhat are an integral part of the effective interest rate method. The effective interest rate amortization
is included as finance costs in the interim statement of profit or loss and other comprehensive income.

Ce-recognition

A financial liability is derecognized when the obligation under the liability 1s discharged or cancelled. o
expirgs. When an existing financial fiability is replaced by another from the same lender on substantiaily
different terms, or the terms of an existing liabilty are substantially modified, such an exchange or
medification s treated as the de-recognition of the ariginal liability and the recognition of a new liability.
The difference in the respective. carrying amounts is recognized in the interim statement of profit or loss
and other comprehensive income.

Offsetting of financial instruments

Financial assets and finangial tiabilities are offset and the net amount is reported in the interim statement
of financial posthion if there is a currently enforceable legal right to offset recognized antounts and there i3
an intention io seitle on a net basis or to realize the assets and settle the fiabllities simultaneously.

Transactions and balances in foreign currency

Transactions in foreign currencies are intially recorded by the Company at their respective funchonal
currency spot rates at the date the transaction first qualifies for recognition. Monetary assets and liabilities
denominated in foreign currencies are translated at the functional currency spot rates of exchange af the
reporting date.

Chfferences ansing on setttament or franslation of monetary items are recognized m the interim statement
ot profit or loss and other comprehensive income,

Fair value measurement
Fair value is the price that would be received to sell an asset or paid te transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based

on the presumption that the fransaction to sell the asset or transfer the liability takes place either.

« inthe principat market for the asset or liability or
= Inthe absence of a principal market, in the most advantageous market for the asset or liability.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three-months and six-months penods ended 30 June 2017

5 Summary of significant accounting polices {continued)
The principal or the most advantageous market must be accessible by the Company.

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

A fair vaiue measurement of a non-financial asset takes into account a market partictpant's ability fo
generate economic benefits by using the asset in its highest and best use or by seliing it to 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 observable inputs and
minimizing the use of uncbservable inputs.

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

s Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or lighilities,

o Level 2 —Valuation techniques for which the lowest tevel input that is significant to the fair value
measurement is directly or indirectly observable.

»+ Level 3 —Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unchservable.

=or assets and liabilites that are recagnized in the condensed interim financial statements on a recurring
basis. the Company determines whether transfers have ocourred between levels in the huerarchy by re-
assessing the categorization (based on the lowest leve! input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

The policies and procedures for both recurring fair value measurement are evaluated penodically

For the purpose 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 liability and the level of the fair value
hierarchy as expiained above.

Revenue recognition

Revenue is recogmized to the extent that it is probable that the economic benefits will flow to the
Lompany and the revenue can be reliably measured, regardless of when the payment is made, Revenue

is measured at the fair valug of the consideration recaived or receivable. taking into account contractually
defined terms of payment and excluding any taxes or duty. Amounts disclosed as revenue are net of
returns

The specific recognition criteria described below must also be met before revenue is recognized.
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NOTES TO THE COMDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three-months and six-months periods ended 30 June 2017

5 Summary of significant accounting polices (continued)

Revenue recognition (Continued)

Sale of goods

Revenue froim the sale of goods is recognized when the significant risks and rewards of ownership of the
goods have passed io 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.

‘NMhere 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 are recognized on a historical cost
basis Produckon costs and direct manufacturing expenses are classified as cost of sales. This includes
raw material, direct tabor and cther attributable overhead costs. Other costs such as selling costs are
recorded as selling and distribution expenses while ali remaining other costs are presented as general
and administrative expenses.

Selling and distribution expenses

These include any costs ncurred 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
also include allecations of certain general overheads.

Generagl and administrative expenses

These periain to operation expenses which are not directly related to the production of any goods or
services. These also include allocations of general overheads which are not specifically attributed to cost
of saies or selling and distribution expenses.

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

Finance income

Far all financial instruments measured at amortized cost. interest income is recorded using the effective
interast rate (EIR). EIR is the rate that exacily discounts the esttmated future cash payments or receipts

over the expected life of the financial instrument or a shorter period, where appropriate, fo the net
carrying amount of the financial asset or liability. Interest income s included in finance income in the
interim statement of profit or foss and other comprehensive income. Earnings on time deposits are
recognized on an acorual basis.
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5 Summary of significant accounting polices (continued)
Earnings per share

Basic garnings per share s calculated by dividing.

= the net profit attributabte to equity holders of the Company, excluding any costs of servicing equity
other than ardinary shares

= by the weighted average number of ordinary shares outstanding during the financial period. adjusted
for benus elements in ordinary shares issued during the period and excluding treasury shares.

Enluted EPS 15 caloulated by dividing the net profit attnbutable to ordinary shareholders of the Company
tafter adjusting for interest an 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-time adoption of IFRS

For all periods up to and including the year ended 31 December 2016 the Company prepared and
cublished s financial statements only in accordance with generally accepied accounting standards in
Kingdom of Saudi Arabia ("SOCPA” or “Previgus GAAP". These are the Company's secand condensed
interim financtal statements in accordance with 1AS 34, “Inferim Financial Reporting” and IFRS 1, "First-
time Adoption of Infernational Financial Reporting Standards” that are endorsed 1in Kingdom of Saudi
Arabia.

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

in preparing its opening statement of financial position as at 1 January 2016 1n accordance with IFRS that
are endorsed in Kingdom of Saudi Arabia, the financial statements for the year ended 31 December 2016
and the condensad interim financial statements for the three-months and six-months perieds ended 30
June 2018, the Company has analyzed the impact and noted following adjustments are required to the
amounts reported previously in the financial statements prepared in accordance with SOCPA.

Exemptions applied:

[FRS 1 allows first-time adopters certain sxemptions from the retrospective application of certain
requirements under IFRS

The Company has applied the following exemption:

The Company has applied the transitional provisions in IAS 23 Borrowing Cosis and capitalises
borrowing costs relating to all gualifying assets 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 helow explain the principat adjustments made by the Company in restating its SOCPA financial
statements to IFRS:
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For the three-monthis and six-months pericds ended 30 June 2017

6 First-time adoption of IFRS (continued)

4.1 The following Is a reconciliation of the Company’s statement of financial position reported in
accordance with SOCFA to its statement of financial position under IFRS at 31 December 2016:

SOCPA ag
at 31 Re- Re- IFRS as at 31
December classifica- measure- December
2016 tions ments 2016
SR 000 SR 060 SR 000 SR oo
ASBETS
NON-CURRENT ASSETS
Property, plant and eguipment AR 2,729,940 254 444 (89.713) 2,894 671
Construction work in progress 160,118 (160,119} - -
Investments in associates 60,100 - - 60,100
TOTAL NON-CURRENT ASSETS 2,850,159 94,325 (85,713) 2,954 771
CURRENT ASSETS
Inventories A 817,469 {84,325) - 723,144
Trade receivables 259,357 - - 258 357
Prepayments and other receivables 40,139 - - 43,139
Cash and cash equivalents 183,820 - - 183,820
TOTAL CURRENT ASSETS 1,300,785 (94,325} - 1,206 460
TOTAL ASSETS 4,250,944 - (89,713) 4161231
EQUITY AND LIABILITIES
EQUITY
Share capital 1,530,000 - - 1,530,000
Statutory reserve 765,000 - - 765,000
Retained earnings 6.2 980,464 - {85.887) 8894 577
TOTAL EQUITY 3,275,464 (85,8871} 3,188,577
LIABILITIES
NON-CURRENT LIABILITIES
Employee benefits C 91,277 - {3,826] 87,451
CURRENT LIABILITIES
islamie financing 400,000 - - 400,000
Trade payables 103,958 - - 103,958
Current portion of liability for
charitable contribution 20,000 (20.000) - -
Dividends payable 210,350 - - 210,350
Accruals and other payables 112,701 20,000 - 132,701
Zakat provision 37,194 - o - 37.184
TOTAL CURRENMT LIABILITIES 884,203 - - 884,203
TOTAL LIABILITIES 975,480 - (3.826) 871,654
TOTAL EQUITY AND LIABILITIES 4,250,944 - - {89.713) 4,161.231
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For the three-months and sixx-maonths periods ended 30 June 2017

6 Firsttime adoption of IFRS {continued)

6.2 Reconciliation of retained earnings as at 31 December 2016

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

Retained earnings as per SOCPA

IFRS adjustments retated 1o:

Difference in depreciation as a result of
compoenentization of property, plant and equipment

Depreciation adjustment of spare parts

Actuarial vaiuations of employee benefits

Revearsal of capiial spare paris utilized
Retained earnings as per IFRS

Note

O rFrm

tmpact on
retaimnead
earnings at 31
Denember
2016

SR 000

080 484

(66,340;
{15,318}
3.826
11.845

884,577
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For the three-months and six-months periods ended 30 June 2017

6 First-time adoption of IFRS (continued)

6.3 The following is a reconciliation of the Company's statement of financial position reported in accordance

with SOCPA fo its statement of financial position under IFRS at the transition date 1 January 2016:

SOCPA as
at1 Re- Re- IFRS as at
January classifica- measure- 1 January
2018 tions ments 2018
SR 000 SR 000 SR 000 SR 000
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment AB 2,876.424 227 B57 (91.887) 3.012.484
Construction work in progress 133.134 (138.134) - -
Investments in associates 82 800 - - a2 800
TOTAL NOM-CURRENT ASSETS 3.097 358 89.823 {91.887) 2.095,294
CURRENT ASEETS
Inventories A 754,824 (89.823; - 665,111
Trade receivables 226,922 - - 226922
Prepayments and other receivablas 51,375 - - 51.375
Cash and cash seguivalenis 383,000 - - 383.000
TOTAL CURRENT ASSETS 1,416,231 (89,823) - 1,326,408
TOTAL ASSETS 4.513 588 - {91,887) 4,421,702
EQUITY AND LIABILITIES
EQUITY
Share capital 1,530,000 - - 1.530.000
Statutory reserve 765,000 - - 765,000
General reserve 20,000 - - 20,000
Retained earnings 6.4 940 822 - {96.486) 844,336
TOTAL EQUITY 3,255,822 - {96.486) 3,159,336
LIABILITIES
NON-CURRENT LIABILITIES
Employee benefits C 91.318 - 4,599 95,915
CURRENT LIABILITIES
Current portion of Saudi Industrial
Development Fund pan 120,000 - - 120,000
tslamic financing 600,000 - - 600.000
Trade payables 90.818 - - 90,818
Current portion of liability for
charitable contribution 30,000 {30,000) - -
Uividends payable 172,395 - - 172,385
Accruals and other payables 120.393 30.0400 150,383
Zakat provision 32,845 - - 32,845
TOTAL CURRENT LIABILITIES 1.166.451 - - 1,166 451
TOTAL LIABILITIES 1,257 767 - 4 589 1,282 368
TOTAL EQUITY AND LIABILITIES 4,513,589 - (91,887} 4,421.702
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6  First-time adoption of IFRS {continued)

8.4 Reconciliation of retained earnings as at T January 2016

Foflowing is the analysis of the impact of [FRS re-measurements on retained earnings;

Nole
Retained earnings as per SOCPA
tFRS adjustments related to;
Difference in depreciation as a result of
componeéntization of property. plant and equipment B
Depreciation adjustment of spare paris A
Actuarial vaiuations of employee benefiis C

Refained earnings as per IFRS

tmpact on
retained
edarnings at 1
January 2016

SR 000

940,822

{82,688}
{8,899)
(4,599

844 336
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For the three-months and six-months penods ended 30 June 2017

6 First-time adoption of IFRS {continued)
6.5 The following is a reconciliation of the Company’s statement of interim financial position reported in

accordance with SOCPA to its slatement of interim financial position under IFRS as at 30 June 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

Prepayments and other receivables
Cash and cash eguivalents
TOTAL CURRENT ASSETS

TOTAL ASSETS

EQUITY AND LIABILITIES
EQUITY

Share capital

Statutory reserve

General reserve

Retained earnings

TOTAL EQUITY

LIABILITIES
HON-CURRENT LIABHITIES
Employee benefiis

CURRENT LIABILITIES
Current portion of Jaud Industrial

Development Fund loan

islamic financing
Trade payables
Current porticn of liability for

charifable contribution
Cividends payable
Agcruals and other payables
Zakat provision
TGTAL CURREMT LIABILITIES
TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

Ra-

SOCPA as Re- measure- IFRS as at

at 30 June classifica- ments 30 June

2016 tions 2016

SR o0 SR 000 SR 000 SR 000
AB 2.816.064 245615 (92.100: 2.96% 574
152,254 {152,284) - -
55.918 - - 58,4916
3.027 264 93,331 (82100 3,028 495
A 741 946 {93 3311 - 648,615
249 688 - - 2489 689
46 859 - - 46 859

77,271 - - 77.271
1.115,765 (893,331} - 1.022.434
4,143,029 - {92100} 4,050,529
1.530.000 - - 1.530.000
785,000 - - 785,000
6.6 583.317 - {96.69%) 496 618
28838317 - {96.69%} 2.791.618

C 90.782 - 4,599 95,381
60.000 - - 60,000
650,000 - - 650.00C
84610 - 34.610
20000 (20,000) - -
216.972 - 216.972
105,486 20,000 - 125486
26.862 - - 26 862
1,163,930 - - 1,163,930
1,254,712 - 4,599 1,259 311
4,143,029 - {92,100} 4,050,925

b
in
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Far the three-months and six-months pericds ended 30 June 2017

& First-time adoption of IFRS {continued)

6.8 Reconciliation of retained sarnings as at 3¢ June 2018

Following is the analysis of the impact of IFRS re-measurements on retained earrings’

Note

Retained earnings as per SOCPA

IFRS adjusiments related to:

Difference in depreciation as a result of
componentization of property. plant and equipment

Depreciation adjustmant of spare parts
Actuarial valuations of emplayee benefits
Reversal of capital spare parts

Retained earnings as per IFRS

B0 F @

impact ot
retained
earnings a!

30 June 2016

SR 006G

593.317

(84,609)
(11,621
(4.599)
4,130

496,618
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6 Firsttime adoption of IFRS {continued)

6.7 The following is a reconciliation of the Company’s interim statement of income and other
comprehensive income for the three-months period ended 30 June 2016 from SOCPA fo IFRS:

Sales
Cost of sales
GROSS PROFIT

Selling and distribution expenses
General and administrative expenses
OPERATING (LOSS) PROFIT

Other incoeme
Share in net resuits of associates

Fallow-up fees in respect of Saudi
industrial Devalapment Fund loans

Islamic financial charges
INCOME BEFORE ZAKAT

Zakat
MET INCOME FOR THE PERIGD

Other comprehensive income

TOTAL COMPREHENSIVE INCOME

S0OCPA for
the three IFRS for the
months period three months
ended 30 Re- period ended
Mofe June 2018 measurements 30 June 2018
SR 000 SR 0G0 SR 000
498 775 - 488.779
B6.10 {(216,804) 384 {216,420)
281.975 384 282,358
(9.307; - (9,307
{15.739) - {15,739}
256.92% 3a4 257,313
830 - 830
2,206 - 2.206
{1,080) - {1.050)
{3,448} - {3448}
255,467 384 255,851
(6,387 - (6,387
249 080 384 245 464
249 030 384 249 464
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For the three-months and se-months periods ended 30 June 2017

6 Firsttime adoption of IFRS {(continued)

6.8 The following is a reconciliation of the Company's interim statement of income and other
comprehensive income for the six-months period ended 30 June 2016 from SOCPA to IFRS:

Sales
Cost of sales
GROSS PROFIT

Selling and distribution expenses
General and administrative expenses
OPERATING (LOSS) PROFIT

Cther income
Share in net results of associates

Follow-up fees in respect of Saudi
Industrial Development Fund loans
Islamic financial charges

INCOME BEFORE ZAKAT

Zakat
MET INCOME FOR THE PERIOD

Other comprehensive income

TOTAL COMPREHENSIVE INCOME

SOCPA for

the six IFRS for the

months period six months

ended 30 Re- petiod ended

Note June 2016 measurements 30 June 20186
SR 000 SR 000 SR 000

1.005.704 - 1.005.704

6. 10 (427,918 1210} {428.128)
577788 (210; 577.578

(16,840} - (16,840)

(29,882) {2,200 {32,082)

531,066 {2.4109 528,656

1,421 - 1.421

2,788 - 2,788

(2.100) {(2.100:

{5.542) - {5,542}

527633 {2410} 525,223

(13.181) - {13.191)

514 442 {2410 512,032
514,442 (2,410} 512,032
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For the three-months and six-months periods ended 30 June 2017

6 First-time adoption of IFRS {continued)

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

Note

Sales
Cost of sales 610

GROSS PROFIT

Selling and distribution expenses
General and administrative expensss 610
OPERATING PROFIT

Other income

Share in net results of associates
Follow-up fees in respect of Saudi
industrial Development Fund loans
tslamic financial charges

INCOME BEFORE ZAKAT

Zakat
HET INGOME FOR THE PERIOD

Other comprehensive income

Other comprefiensive income not fo be
reclassified to income in subsequent

periods:

Re-measurement gain on defined

benefit plans & 10
OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME

SOCPA for
year ended 31 Re- iFRS for the year
December measuremen ended 31
2016 15 December 2016
SR '000 SR 000 SR 000
1,778,139 - 1,778,138
(749,139 1.582 {747 557
1,029,000 1.582 1,030,582
{35,501) - {35501)
{60,766) {2,200) {62.968)
932,733 {618} 932 115
4274 - 4274
5045 - 5,045
{3.715) - (3715
(13,222) - (12.222)
925,115 {618} gz4 497
{23,623) - (23,523}
901.592 {618} 900,974
- 9017 8017
- Q.07 9017
901,592 8.399 905,991
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three-months and six-months periods ended 30 June 2017

6 First-time adoption of IFRS {confinued)

6.10 The following table illustrates the reconciliation of statement of income and other
comprehensive income from SQCPA to IFRS for Company on adoption of IFRS:

Reconciliation of statement of income and other comprehensive income

Nat Income and other comprehensive

income under SOCPA

IFRS adjustments related to:
Difference in depreciation as a result of
componeniization of property. plant
and equipment
Depreciation adjustments of spare
parts
Emplovees’ end of service benefits
Reversal of capital spare parts utllized
Board of Directors’ remuneration

Net Income under IFRSs

CGther ¢comprehensive income
Re-measurement gain on actuarial
valuations of employee benefits

Total comprehensive income under
IFRS

Note

[Na]

OO n

For the For the six-
three- months period
Faor the year months ended 30 June
ended 31 period 2016
December ended 30
- 2076 June 2016
SR '000 SR 000 SR 000
901,592 249.080 514,442
{3,352} {810} {1621}
{6.419) {1,469} {2,722)
{552) - -
11,945 2,663 4,133
{2,200) - (2.200)
900.574 249 464 512,032
9017 - -
208,991 248,464 512.032
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6 First-time adoption of IFRS (continued)
A Property, Plant and equipment and inventories

Under SOCPA, the Company capitalized the cost of capital spare parts under inventory, which used
to serve for more than one accounting year. However, under [FRS, suych cost is capitalized under
property, plant and equipment, and therefore the depreciation has been estimated for such cost and
recognized through the retained sarmings. This change resulted in a decrease in both the net book
value of property, plant and equipment balances and retained earnings on the transition daie.

B Component change for the property, plant and equipment

Under IFRS, the property. plant and equipment should be componentized and the components’
useful lives identified separately. The componentization concept was not a followed practice in Saudi
Arabia. it was not practically possikle for the Company to clearly distinguish adjustments related to
the change in useful lives from those relating to applying the componentization As part of the
fransition 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 squipment ang
decrease in retained earnings on the IFRS transition date amounting to SR 83 millicn {note 6.4}. The
net impact as of June 30, 2016 and December 31, 20186 has been adjusted accordingly.

C Employee bensgfits and accrued and other liabilities

Under IFRS, end of service benefits ("EOSB") are required to be calculated using actuanal
assumptions. Historically, the Company has calculated ithese obligations based on the current
provision. This change resulted in an increase in the EOSB liability balances on the transition date
and a decrease i retained earnings.

D Board of Directors’ remuneration

Under SOCPA, accepled practice was to 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 statement of profit or loss and other comprehensive income.

7 Islamic financing

The Islamic facilities have been obtained from various local banks to meet the working capital
requiremenis with a total amount of SR 1,800 million (31 December 2016; SR 1,850 million and 1
January 2016: SR 1.850 million), the utllised balance as of 30 Jjune 2017 is SR 750 million {31

December 2018 SR 400 million and 1 January 2016; SR 600 million}. These Istamic 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
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For the three-manths and six-months periods ended 34 June 2017

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

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

8 Dividends

On 28 Shaban 1438H (corresponding to 24 May 2017), the Board of Directors has resolved to
distribute 1interim cash dividends amounting to SR 2 25 per share (SR 344 25 million in total} for the
first half of 2017.

2n 12 Rajab 1438H (corresponding to & April 2017). the General Assembly approved the Board of
Directors' proposal to distribute cash dividends amouniing to SR 2.75 per share (SR 420.75 million
in total) for the second half of 2018.

On 17 Shaban 1437H {corresponding to 24 May 2016). the Board of Directors has resolved to
distribute interim cash dividends amounting to SR 2.75 per share {SR 420.75 million in total} for the
first half of 2016. General Assembly approved this distribution during its meeting on 12 Rajab 1438H
{corresponding to 9 Aprit 2017

On 15 Jumada' 11 14364 (corresponding 24 March 2018). the General Assembly approved the Board of
Directars' proposal to distribute cash dividends amounting to SR 3 per share (8R 459 million in total)
for the second half of 2015.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three-months and six-months pericds ended 30 June 2017
9 Related party transactions and balances

The following table provides the total amount of transactions that have been entered into with related parties during the three-months and six-months period ended
30 June 2017 and 2016 and refated parties balances as at 30 June 2017. 31 December 2016 and 1 January 2016

Three-months period Six-months period
Amount of transaction Amount of transaction Ending balance
30 June 30 June 30 June 30 June 30 June 31 December 1 January
Related party Relationship Nature of transaction 2017 2016 2017 2016 2017 2016 2016
SR 060 SR 000 SR 000 SR ‘000 Sk 000 SR'C¢00 SR 000
i) Trade receivables due from a related party
United Cement Company Asscciate Sales - 25,686 18,605 53,134 - 21,098 23.871
ii) Advances to a related party
Cement Preduct Industry  Associate Advance received
Company Limited B } } . 3.450 3 450 3,950
iiiy Trade payables due to a related party
Cement Product Industry Associate Purchases of raw
Company Limited material 4,607 10,496 12,229 20.551 1,340 817 -
Wataniya insurance Affiliate Insurance on property
Company plant and eguipment - - 6,459 7.381 - - 17
1,340 617 17

Terms and conditions of transactions with related parties

The sales to and purchases from related paries are made at terms equivalent to those that prevail in arm's length transacions, Outstanding bafances at the period
ended 30 June 2017 are unsecured and settled in cash. There have been no guarantees provided to amounts due to related parties. Mowever, amounts due from
refated parties were fully covered by bank guarantzes. For the pariod ended 30 June 2017, the Company has not recorded any impairment of receivables relating to
amounts owed by refated parties. This assessment is undertaken each financial year by examining the financial position ofthe related party and the market in which
the related party operates.

The Company has paid total compensations of SR 8 & million to its key executives during the period {30 June 2016. SR 8.6 milkon).
Prices and terms of payments for the above transactions are approved by the Company's management.
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For the three-months and six-months periods ended 30 June 2017
10 Capital commitments

As of June 30, 2017, the capital expenditure contracted by the Company but not incurred till year
end was approximately SR 26.7 million (December 31, 2016: SR 23.7 million and January 01, 2018:
SR 63.7 mitlion;

11 Segment information

A segment 15 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 {2 geographic segment), which is subject to risks and rewards that are different from
those of other segments.

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

12 Fair value measurement of financial instruments

As of 30 June 2017, 31 December 2016 and 01 January 2018, all of the Company's financial
instruments have been carried at amortised cost and the Company does not hold any financial
instruments measured at fair value .However, the carrying value of the financial assets and liabilities
in the interim statement of financial position approximates to the fair value.

13 Approval of condensed interim financiat statements

These condensed interim financial statements were authorized for issue and approved an July 30,
2017 G,




