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INDEPENDENT AUDITORS' REPORT

The Shareholders
Saudi Steel Pipes Company
A Saudi Joint Stock Company
Dammam, Kingdom of Saudi Arabia

We have audited the accompanying consolidated financial statements of Saudi Steel Pipes Company (the
"Company") which comprise the consolidated balance sheet as at 3l December 2014 and the related

consolidated statements ofincome, cash flows and changes in shareholders' equity for the yearthen ended and

the attached notes (l) through (29) which form an integral part of the consolidated financial statements.

Monagement's responsibilig for the finoncial slalemenls

Management is responsible for the preparation and fair presentation ofthese consolidated financial statements

in accordance with generally accepted accounting standards in the Kingdom ofSaudi Arabia and in compliance
with article 123 of the Regulations for Companies and the Company's Articles of Association and for such

intemal control as management determines is necessary to enable the preparation offinancial statements that

are free from material misstatement, whether due to fraud or error. Management has provided us with all the
information and explanations that we require relating to our audit of these financial statements.

A u d ir or:' rcsp o n si bi I ily

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We

conducted our audit in accordance with generally accepted auditing standards in the Kingdom ofSaudi Arabia.
Those standards require that we comply with relevant ethical requirements and plan and perform the audit to

obtain reasonable assurance whether the consolidated financial statements are fiee of material misstatemenl.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

consolidated financial statements. The procedures selected depend on our judgment, including the assessment

ofthe risks ofmalerial misstatement ofthe consolidated financial statements, whether due to frdud or enor. In
making those risk assessments, we consider intemal controls relevant to the entity's preparation and fair
presentation ofthe consolidated financial statements in order to design audit procedures that are appropriale in
the circumstances, but not for the purpose ofexpressing an opinion on the effectiveness ofthe entity's intemal
controls. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness ofaccounting estimates made by management, as well as evaluating the oyerall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained is suflicient and appropriate to provide a basis for our
opinion.
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W,ilE
Opinion

ln our opinion, the consolidated financial statements taken as a whole:

l) present fairly, in all marerial respects, the financial position of the Company as at 3l December 2014,

and the resulb of its operations and is cash flows for the year then ended in accordance with generally

accepted accounting standards in the Kingdom ofSaudi Arabia appropriate to the circumstances ofthe
Company; and

2) comply with the requirements of the Regulations for Companies and the Company's Anicles of
Association with respecl to the preparation and presentation ofconsolidated financial statements.

For KPMG Al Fozan & Al Sadhan

Tareq Abdulrahman Al Sadhan
License No. 352

Al Khobar, 24 February 2015G
Conesponding to: 5 Jumada Al-Awwal 1436H



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

CONSOLIDATED BALANCE SHEET
AS AT 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

Note 2011 20ri
ASSETS
Current assets
Cash and cash equivalents
Deposis with banks
Accounts receivable, net
Due from related panies
Inventories
Prepayments and other assets

Total current asscts

Non-current assets
Property, plant and equipment
Constructions under progress
Intangible assets

Prepayments and other assets

Loan to an associate
Investment in asso€iates

Total non-current asscts

Total asscts

LIABILITI ES
Current liabilities
Accounts payable
Accrued expenses and other liabilities
Due to related panies
Provision for Zakat and Income Tax
Bank overdrafts
Short-term loan
Cufient portion of long-term loans

Toaal current lirbilities
Non-current liabilities
Long-term loans
Employees' end ofservice benefits
Total non-currenl liabilities
Total liabilities
SHARf,HOLDERS' EOUITY
Share capital
Share premium
Statutory reserve
Treasury shares (employee share ownership program)
Retained eamings
Equity sttributrble to shereholders ofthe Company
Non-controlling interest
Total shareholden' equity
Total liabilities and shareholders' equity

4, t7 5,458,770
5 16.500,000
6 94)27,506
7 6,902,902
8 403,549,527
9 14,743384

54r,482,089

r0 43t,st2251
I I 282,978,670
t2 l6,lEt,l2l
9 r rJr 5,970
13 26250,000
t4 88,925,t3s

857,163,t53
t)98,,645,942

37,123,138
16,500,000

15s,653,09 t

6,770,037
281,499,790

2t ,t t6,799
5l 8,662,855

403,128,494
260,365,826

t8,447,482
10,994,401
26,250,000

106,097,406

82s,283,609
1,343,946,464

143,176,387
r 5 t7 )04,784
7 4,E57 237
16 t6Js4,s82

t7 , 4 210,946
18 32,827,604
19 78270244

293,00t,7t4

25tJ65,7E1
47,705,359

299,071,140
592,072,924

sr 0,000,000
220)22J84

54,976,052
(l1,t42,600)

29,605,734
803,06t,570

3,5r 1,448

806,573,018

ss,6s0,284
22,988,133

r07,130
t 7,404,184

30,000,000
12,648,000

138,797,73t

372,703,440
38,138,056

4t0,84t,496
549,639,227

5 r 0,000,000
220,322,384

52,035,706
(t3,3s6,250)

15,705,397
784,707,237

9,600,000
794,307,237

l9
20

I

2t
22

| )98,645,942 I ,343 ,946 ,464
The consolidated financial statements appearing on pages ( l) to (22) were approved by the Board of Directors
on 24 February 2015C, conesponding to 5 Jumada Al-Awaal 1436H and have been signed on its behalfi

Riyadh Al Rabiah Ahmed Al Debasi
Vice-Chairman & Managing Director Chief Executive Officer

Abdulhamid El Shazli
Finance Manager

ying notes I through 3l form an integral part ofthese consolidated



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

CONSOLIDATED STATEMENT OF INCOME
FOR THE YEAR ENDED3I DECEMBER2OI4
(Expressed in Saudi Riyals)

Note 2014 20 ri

Sales
Cost ofsales
Gross profit

Selling and marketing expenses
General and administrative expenses

Opereting income

Financial charges
Other income / (expenses) net
Share ofnet loss in investment in an associate

Net income for thc year

Net income attributable to:
Shareholders of the Company
Non-contro ll ing interests

Net income for th€ year

Esrninqs Dcr share from net income

Basic

Diluted

Earninqs per shrre from oDeretins income:

Basic

Diluted

0.582 I .574

0.892

23

24

25

t4

28

28

28

28

8s7,993,624
(760,744,t54)

97 249,470

<21,473262)
(3029s,629)

4SJto,579

(s,r 1s,522)
t 2l,521

(t7,t7 t57t'l
23)14,907

29A03,459
(5,08r5s2)
233t4,907

839,336,193
(708,268,657)

r 3 1,067,536

(21,s78,56r)
(26,24t,272\

83,247 ,703

( r,796,06t)
(l,046,43 r )

(957,177)
79,448,027

79,448,027

79,448,027

t.558

r.650

I .632

I through 3l an integral part ofthese consolidated financial statements.
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SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

Cash flows from opersting activities:
Net income for the year
Adjustments lo reconcile nel income lo net cash provided by
operoling oclivilies:
Depreciation
Amortization
Gains from sale ofproperty, plant and equipment
Employees' end ofservice benefits charged during the year
Company's share of associate losses
Share based expenses - (employee share ownership program)

Chanqes in operatins sssets alld lirbilities:
Accounts receivable
Related party balances, net
lnventories
Prepayments and other assets

Accounts payable
Accrued and other liabilities
Zakat aad income tax paid

Employees end ofservice benefits paid

Net cash provided by operating aclivities

Cash flows from investing tctivities
Purchase of property. plant and equipment
Proceeds from sale of property, plant and equipment
Additions to intangible assets

Additions to constructions under progress

Investment in associates

Net crsh used in inyesting activiiies

Cash flows from financing rctivities:
Bank overdrafu
Proceeds from loans during the year
Repayments of loans during the year
Dividends paid

Net cash provided by finencing activities

Net ch.nge in cash and cssh equivalents
Cash and cash equivalents at the beg,inning ofthe year

Cash and cesh equivalents at the end of the yeer

Supplemenlsl sch€dule of non-cssh informetion:

t,513,650 2,317,200

t4,992,442 112,853,373

61J2s,585 24,274,s01
4,617243 (r 1,886,89r )

(122,049,737) (36,87r,s32)
6,05t,844 (t4,322,45t)

87,525,103 (29,662,929)
(s,683J48) r 0,53 r,836

(13,612J78) (8,312,s89)
103,167,754 46,603,318
(r,173,ils) (870,134)

101,994,639 45,733,184

l0
t2

20
l4

Note 2014

23)14,907

29,605,666
2,690,486
(44256)

t0,740,4t8
17,171,57 t

r0 (19,706,800)
323,592

t2 (424,12s)
l r (61,174,109)

2t0,946
r r8109,780

(r 7r,09759r)

(s2,676S6s)

(31,664J68)
37,r23,r38

5,458,770

2013

79,448,027

23,897,899
90,700

(98,298)
6,240,668

95'.1,t77

( r 9,8ss,r 22)
158,508

(13,156,347)
(l8l,8t8,720)

(7,000,000)

301,824,639
(50,167,000)
(76,s00,000)

t75,t57,639

(780,858)
37,903,996

37,t23,t38

(t0,9t2,r42) (221,671,68t)

Transfer ofconstructions under progress to property, plant and equipment 38,561,965 17 ,651,378

The accompanying notes I through 3l form an integral part ofthese consolidated financial



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED 3I DECEMBER 20I4
(Expressed in Saudi Riyals)

I January 2013 (Restated)
Net income for the year ended 3 I

December 2013
Provision for Zakat & income taxes
Dividends
Transfer to statutory reserve
Premium on reacquisition of shares
Shares issued to employees
Reacquired shares appropriate to
employee share ownership program
3l December 2013
Net income for the year ended 3 I

December 2014
Provision for Zakal & income taxes
Transfer to statutory reserve

Shares issued to employees

3l December 2014

Shore Share
copital premium

5r0,000,000 2t9,447,384

- 875,000

44,090,903 (t4,798,450)

St tutorv
resetae

7 ,944,803

Treasury
shares

(Employee
Share

ownership
program)

2,317,200

(87s,000)

Retained
earnings
(restated)

34.57 5.27 I

19,448,027

( r3,873,098)
(76,s00,000)
(7,944,803)

Equity
attributrble ao

shareholders of
the Company

793,3 t 5, t08

79,448,027

( r3,873,098)
(76.s00,000)

875.000
2,3 t7,200

(87s.000)

784.707 ,237

Non-
controlling

interests Total

9.600.000 802,9r 5,r 08

79,448,027

( r3,873,098)
(76,s00,00o)

875,000
2)t7,200

(E7s,m0)
794.307,237

23,3t4,901
(12,562,716)

I,513,650

s10,000,000 220,322,384 52,035,706 (t3,356,250)

2,940346

t5,705,397

29,403,459 29,403,459
(t2,562,176\ (12,562,776\

(2,940,346)
I,5t3,650

803,06t,570

9,600,000

(6,088,ss2)

- 1,5t3,650

sr0,000,000 220)22,i84 54,976,052 (u,E42,600) 29,605,734

The accompanying notes I through 3l form an integral pan ofthese consolidated financial statements.

3,5 t I,448 806,573,0tt



SAUDI STIEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

ORGANIZATION AND PRINCIPAL ACTIVITIES

Saudi Steel Pipes Company (refened hereinaffer as the "Company") is a Saudi Arabian company originally
incorporated as limited liability Company registered under the Commercial Registration Number 9144 dated

27 Rajab 1400H (10 June 1980G) in the City of Dammam, Kingdom ofSaudi Arabia.

In year 2008, the Company's legal status has been trdnsformed from limited liability to closed joint stock
company. The Company's subscribed capital stock has been increased from 1,200,000 shares (at SR 100 per

share) to 35,000,000 shares (at SRlo per share). Such increases were taken from the Company's
retained eamings and were effective from the issuance of Ministerial Resolution No. F-187 on 3 Jumada Al-
Thani 1429H (7 June 2008G) and amended Commercial Registration No. 9144 dated 14 Jumada Al-
Thanil429H (18 June 2008G).

The principal activities of the Company are the manufacturing of black and galvanized steel pipes,
production of ERW/HFI galvanized and threaded steel pipes and seamless pipes, pipes with three layer
extemal coating by Polyethylene and Polypropylene in different diameters, pipes with epoxy coating inside,
bended pipes in different diameters, space frame, and submerged arc welded pipes.

The Company's registered office is located at the following address:

P.O.Box I 1680 Dammam 31463
Kingdom of Saudi Arabia

On 27 June 2009, the Company offered to the public 16,000,000 new shares to increase its capital by 31.4o/"

ofthe total share capital oustanding at that time at an initial public offering of SR 25 per share with a nominal
value of SR l0 per share. The Company's authorized and issued share after the initial public offering is 5l
million shares at SR l0 per share held by the following shareholden as at 3l December 2014:

Shareholders Nationalib" Number of
Shares

Share Percentage
Capital Ot ned

Rabiah & Nassar Group
Hu Steel Co. Ltd.

Khalid Saleh Abdul Rah-
man Al Shathri

Al-Khorayef Sons Co.

Fahad Mohammed Saja

Ahmed Mubarak Al-Debasi
Employee Share Program

Public Free Float

Saudi

South Korean

Saudi

Saudi

Saudi

Saudi

SaudiNon Saudi

SaudiNon Saudi

20,403,075

8,350,650

3,268,t41

2,626,902
1,391,775

321,000

473,704

14,164,7 53

204,O30,750

83,506,500

32,681,410

26,269,020

13,9t7,750

3,2r0,000
4,737 ,040

141,647,530

40.OlYo

l6.37Yo

6.41o/o

5.15o/o

2.73o/o

0.630/.

0.93%
27.7',1%

Total 51,000,000 510,000,000 100./.

Titanium and Steel Manufacturing Company Limited (refened hereinafter as the "Subsidiary'') was formed in
2010 to produce stationary process equipment such as heat exchangers and pressure vessels. The Subsidiary's
total share capital is SR 32 million of which Saudi Steel Pipes owns 707o. The remaining 30% is owned by
TSM Tech Company, a Soulh Korean company registered in Ulsan City, South Korea. The commercial pro-
duction started on the first quarter of20l4.



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

BASIS OF PREPARATION

a) Statement of compliance
The accompanying consolidated financial statements have been prepared in accordance with the
generally accepted accounting standards in Saudi Arabia issued by the Saudi Organization for Certified
Public Accountants (SOCPA) and the relevant Saudi Laws and Regulations.

The consolidated financial statements were authorized for issue by the Board of Directors on
24 February 2015.

b) Basis of measurement
The consolidated financial statements have been prepared on a historical cost basis using the accrual basis

ofaccounting and the going concem concept.

c) Functional and presentation currencv
These consolidated financial statements are presented in Saudi Riyals (SR) which is the functional
currency of the Company.

d) Use of€stimates and iudqments
The preparation of financial statements requires management to make judgment, estimates and

assumptions that affect the application ofpolicies and reported amounts of assets, liabiliries, income and

expenses. Although estimates and judgmens are made applying the best information currently available
to management, actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised and in future periods affected.
In particular, information about significant areas of estimated uncertainty and critical judgmens in
applying accounting policies that have the most significant effect on the amount recognized in the

consolidated financial statements are described in the following notes:

Note l0 - Estimated useful lives of property, plant and equipment
Note l6 - Provision for Zakat and lncome Tax
Note 20 - Provision for employees' end ofservice benefits
Note 30 - Financial inslruments

SIGNIFICANT ACCOUNTING POLTCTES

The accounting policies set out below have been applied consistently to all periods presented in the consolidated
financial statements.

3.1 Basisofconsolidation
These consolidated financial statements include the financial statements of the Company and is
subsidiary set forth in Note l. Subsidiaries are entities controlled by the Company. Control exists when
the Company has the power to govem the financial and operating policies of an entity so as to obtain
benefits from its activities. ln assessing control, potential voting rights that presently are exercisable, if
any, are taken into account. The financial statements of the subsidiary are included in the consolidated
financial statements from the date that control commences until the date conhol ceases.

All balances resulted fiom financials transactions between the Company and its Subsidiary are eliminared
in preparing these consolidated financial statements. AIso, any unrealized gains and losses arising from
transactions between the Company and its Subsidiary are eliminated on consolidation.



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.2 Cash and cash equivalents
Cash and cash equivalents include cash on hand, with banks and other shorl-term highly liquid
investments with maturities of three months or less from the acquisition date, if any. The statement of
Cashflow has been prepared using the indirect method.

3.3 Accountsreceivable
Accounts receivable are carried at original amounts less provision made for doubtful accounts. A
provision for doubtful accounts is established when there is a significant doubt that the Company will not
be able to collect any ofthe amounts due according to the original terms ofthe invoice. Such provision is

charged to the consolidated slatement of income and reported.When accounts receivable are uncollectible,
they are written-off against the provision for doubtful accounts. Any subsequent recoveries of amounts
previously written-offare credited against "other revenues" in the consolidated statemenl ofincome.

3.4 lnventories
Inventories are valued aI the lower of cost or net realizable value. Cost is determined on the weighted-
average method. The cost of finished goods includes the cost of raw materials, direct labor and
manufacturing overheads. Consuamble spare parts are recognized as inventories.

Net realizable value is the estimated selling price in the ordinary course of business, less the costs of
completion and selling expenses.

3.5 Investments in associates
Associates are those entities in which the Company has significant influence, but not control, over their
financial and operating policies. Significant influence is presumed to exist when the Company holds
benryeen 20 and 50 per cent ofthe voting power of another entiry. Associates are accounted for using the

equity method (equity accounted investee) and are initially recognized at cost. The Company's investment
includes goodwill identified on acquisition, net of any accumulated impairment losses. The financial
statements include the Company's share of income and expenses and equity movement of the equity
accounted investees from the date that signi{icant influence commences until the date that significanl
influence ceases. When the Company's share oflosses exceeds its interest in an associate, the Company's
carrying amount is reduced to nil and recognition of further losses is discontinued except to the extent
that the Company has incuned legal or constructive obligations or made payments on behalf of an

associate. The Company's share of profis or losses of the investee companies is credited or charged to
the consolidated Statement of Income.

3.6 Property, plsnt and equipment
Properry, plant and equipment are measured at cost, less accumulated depreciation and accumulated
impairment loss, if any.

Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in
the item of property and equipment. All other expenditure is recognized in the consolidated statement of
income when incurred.

Depreciation is charged to the statement of income on a straightJine basis over the estimated useful lives
of individual item ofproperty and equipment as follows:

Cateeory ofAsset

o Machineries and equipment
o Building and structures
o Vehicles
o Fumiture and lixture
o Oflice equipment

Number of Years

5-15
25 -33

4
4
4

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing
the proceeds from disposal with the carrying amount of the property, plant and equipment's item being
disposed and is recognized nel within "other income" in the statement of income.



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)
SIGNIFICANT ACCOUNTING FOLICI ES (Continued)

3.7 Construction under progress
Constructions under progress represents the accumulated cosls incuned by the company in relation to the

construction of its building and structures, manufacturing plant and facilities. Cost incuned for the
construction of property, plant and equipments are initially charged to the construction under progress

then lhese expenses are transfened to property, plant and equipment when the construction of these

facilities are completed. Finance costs on borrowings anributable to the construction of qualirying assets

are capitalized during the period oftime that is required to complete and prepare the asset for its intended
use.

Int ngible assets
Pre-operating costs includes all costs and expenses incurred during the pre-operating stage which have

future economic benefits. Such costs are amorlized using the straight-line method over the rclated
economic benefit periods not exceeding five years. The pre-operating costs related to the Company's
subsidiaries set forth in note (l ).

Impairment of assets

Financial assets
A financial asset is assessed at each annual reporting date to determine whether there is any objective
evidence that it is impaired. A financial asset is considered to be impaired ifobjective evidence indicates
that one or more events have had a negative effect on the estimated future cash flows ofthat asset.

1.8

J.9

An impairment loss in respect of a financial
difference between its carrying amount, and

discounted at the original effective inlerest rale.

Individually significant financial assets are tested for impairment on an individual basis. The remaining
financial assets are assessed collectively in groups that share similar credit risk characteristics.

All impairment losses are recognized in profit or loss.

An impairment loss is reversed if the reversal can be related objectively to an event occulTing after the

impairment loss was recognized.

Non- financial assets
The carrying amounts ofnon-financial assets ofthe Company, except inventories, asses held for sale and

assets resulting from construction contracts, ifany, are reviewed at the date ofthe financial statements to

ascertain whether there is an event or changes in circumstances indicating that the carrying amount ofan
asset exceeds ils recoverable amount.

When such indicator exists, the recoverable amount ofthe asset is estimated. The recoverable amount of
an asset or cash generating unit is the greater of its value in use and its fair value less cost to sell. The
impairment calculated as the difference between the carrying amounl and estimated recoverable amount,
discounted using the effective inlerest rate.

A cash generating unit is the smallest identifiable asset group that generates cash flows that largely are

independent from other assets and $oups.
Impairment losses are recognized in respect ofcash- generating units are allocated first to reduce the

carrying amount ofany goodwill allocated to the units and then to reduce the carrying amount ofother
assets in the unit on a pro rata basis.

Impairment losses in resp€ct ofother intangible assets in prior periods are assessed at each reporting date
for any indications that the loss has decreased or no longer exist. An impairment loss is reversed iflhere
has been a change in the estimates used to determine the recoverable amount. An impairment loss is
reversed only to the extent that the asset's carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amonization, if no impairment loss had been
recognized.

asset measured at amortized cost is calculated as lhe
the present value of the estimated future cash flows



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.10 Treasury shares (Employee share ownership program - ESOP)
The ESOP is an employee benefit plan that designates a specific number ofshares in order to distribute
them among the Company's employees who are in sewice at the time ofthe initial public offering ofthe
Company's stocks. The Company purchases treasury shares to suppon this account. Those shares are

allocated to employees in three different categories namely; free, credit and cash basis. Additionally, a

portion of the designated stock would be reserved for future employees as well as for rewarding
employees with free shares against service years.

3.1I Foreign currency translation
The consolidated financial statements arc presented in Saudi Riyals, which is the functional currency of
the Company. Foreign cunency tnmsactions are translated into Saudi Riyals at the exchange rates
prevailing at the dates of the transaclions. Monetary assets and liabilities denominated in foreign
currencies are adjusted to reflect their Saudi Riyals equivalents as ofthe balance sheet date. Exchange

adjustments are charged or credited to the statement of income.

3.12 Provision for Employets'end of servicc benefits
Employee's end ofservice benefits are accrued in accordance with the labor and workman laws ofSaudi
Arabia and charged to the consolidated statement of income. Regarding the consolidated entity which
did not start operation yet, proyision is charged to its intangible assets - pre operating expenses. The
liability is calculated at the cunent value ofthe vested benefits to which the employee is entitled, should
his services be terminated at the balance sheet date.

3.13 Accounts payable and accruals
Liabilities are recognized for amounts to be paid for goods received and sewices rendered, whether or not
billed to the Group.

3.14 Provisions
Provisions are recognized when the Group has a present legal or constructive obligation as a result ofpast
events, it is probable that an oumow ofresources will be required to settle the obligation, and the amount
can be reliably estimated.

The amount recognized as a provision is the best estimate of the consideration required to settle the present

obligation at the end ofthe reporting period, taking into account lhe risks and uncertainties surrounding
the obligation. Where a provision is measured using the cash flows estimated to settle the present

obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefib required to settle a provision are expected to be recovered
from a third party, the receivable is recognized as an asset if it is virtually certain that reimbursement will
be received and the amount ofthe receivable can be measured reliably.

3,15 Revenue recognition
Revenue from sales is recognized upon delivery or shipment of products to customers and it is recorded
net of retums, trade discounts and volume rebates.

Revenue from the sale of goods is recognized when all the following conditions are satisfied:
o The Company has transfened to the buyer the significant risks and rewards ofownership ofthe goods;
. The Company retains neither continuing managerial involvement to the degree usually associated with

ownership nor effective control over the goods sold;
. The amount ofrevenue can be measured reliably;
o There is sufficient expectation that economic benefits will flow to the company; and
. lt is probable that the cosls that are charged or will be charged to the company with the transaction can

be accurately determ ined.

Other revenues arc recognized according to the accrual basis.



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.16 Expenses
Selling, markting, general and administrative expenses include direct and indirect costs not specifically
part ofcost ofrevenues as required under generally accepted accounting standards. Allocations between
cost of revenue and selling, marketing, general and administrative expenses, when required, are made on
a consistent basis.

3.17 Segmental reporting
A segment is a distinguishable component ofthe Company that is engaged in providing produc6, services
(a business segment) or in providing products or services within a particular economic environment (a
geographic segment), which is subject to risks and rewards that are different from those ofother segments.

Because the management views the whole activities ofthe Company as one operating segment, reporting
is provided by geographical segnens only.

3.18 Basic rnd diluted earnings per share
Basic eamings per share is calculated by dividing the eamings attributable to ordinary shareholders by
the weighted average number of ordinary shares oustanding during the year. For diluted eamings per

share, the weighted average number of ordinary shares in issue is adjusted to urssume conversion of all
dilutive potential ordinary shares.

r0



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER20I4
(Expressed in Saudi Riyals)
CASH AND CASH EOUIVALENTS

Cash and cash equivalents as at 3l December comprise ofthe following:

Cash at bank
Cash on hand

DEPOSITS WITH BANKS

Deposis with banks as at 3l December are as follows:

Deposits with banksr

Accounts receivable

Less: Provision for doubtful debts

201{ 20 tl
5,066,770

392,000

36,745,138

378,000

16,500,000 16,500,000

16,500,000 r6,500,000

+ These deposits with banks represent interest free deposits which are held in local banks for the purpose of
providing the Company's cuslomers with interest free credit to buy Company products. These customers are
granted the same prices charged to cash customers. The Customers are evaluated and chosen by the bank.

ACCOUNTS RECEIVABLE. NET

Accounts receivable. net as at 3l December are as follows:
20r{ 20lJ

5,458,770 37,123,138

20lJ 20 t3

94,479300 155,804,885

(rsl,7e4) (r s l,794)

94,3275M 155,653,091

RELATED PARTY TRANSACTIONS AND BALANCES

In the ordinary course of its business, the Company deals with its related parties, which include sister companies
and other entities. These transactions are deah with on agreed terms, these terms and conditions of such
transactions are approved by the Company's management. The significant Related parties are listed as follows:

Name of entitv Relationsh ip

Rabiah & Nassar Group
Al - Khorayef Sons Co.
Saudi Pan Gulf- Fahad Mohammed Saja
Hu Steel Co., Ltd.
Global Pipes Company
TSM Tech. Korea

Shareholder
Shareholder
Shareholder
Shareholder
Associate
Shareholder in subsidiary

During the year ended 3l December the Company had the following significant transactions with is related
parties.

Related Parn' Nature of (ransactions 201{ 201l

Rabiah & Nassar Group
AL-Khorayef Sons Company

Saudi Pan GulfCompany

Hu Steel Company, Ltd.
Global Pipes Company
TSM Tech. Korea

Sales

Sales

Purchases
Sales
Purchases
Purchases
Subordinated loan paid
Expenses and constructions

7,930,139
r,908J4r
38r3,976

14507,r82
8Et,412

s,784J68

5,917, r00
l,852,758
t,9t7,279
9,543,800

723,543
12,250,000

il



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)
RELATED PARTY TRANSACTIONS AND.B/!!4N98(co!]!inue(])
The transactions with related parties resulted in the following balances as at 3l December:

7.1) Due from related oarties
20t4 20t 3

Saudi Pan Gulf- Fahad Mohammed Saja
Rabiah & Nassar Group
AL-Khorayef Sons Co.

7.2) Due to r€hted oartkls

TSM Tech Korea
Al Khorayef Industries Co.
Hu Steel Company, Ltd.

INVENTORIES

Inventories as at 3l December comprise ofthe following:

Raw materials

Finished goods and by-products

Spare parts and supplies

Work in-process

Materials in-transit

PREPAYMENTS AND OTHER ASSETS

Prepayments and other assets as al 3l December comprise ofthe following:

Employee loans

Advance payments

Prepaid expenses

Orhers

Presented in the balances shect os follow:
Cunent portion shown under current assets

Non-current portion shown under non-current assets

4,t64,497
2,047,r85

69t220
6,m2,n2

20t4

3,793,096
2,t49,t82

827,759
6,770,037

2013

3,855151
887,890
I 14,096

4,Es7 237

107,13;
107,130

201{ 2013

219,600,611

82,9r 2,808

4r,589,510
23,632,127

5,814,138

403,519,527

20lJ

r 50,808,085

54,925,963

34,956,858

19,358,270

2t,450,614
281 ,499;190

201l

18,483,.118

5,507,166

I,653,889
4l,lJEl

17,290,84t
12,928,425

|,238,439
653,495

26,059J54

t4,743)U
r rJ15,970
26,O59ly

32,1 I I,200

2t,t t6,799
t0,994,40t

32,t t I,200

12
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(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 20I4
(Expressed in Saudi Riyals)

t0@
The movement in property, plant and equipment during tlre year ended 3l December 2014 comprise ofthe following:

t57.850,000 383,7 t 4,439
11,409,467

l,562,539

3,492,041
546,439-

Oflice and
electrical

equipments

t7 ,457 .391
3,959,8r8

669.049.155
19,706,800
J8,561,965
( l,005,J00)

726,312,620

Machinery and Building and Furniture
Land equipments structures Vehicles and fixtures

Cost
Balance at I January 2014
Additions for the year
Transfers from constructions under progress

Disposals for the year

Brhnce at 3l December 2014

@.-&re!cge!
Balance at I January 2014
Charges for the year+

Disposals for the year

Brlrnce rt 3l December 2014

Net Book Value

At 3l December 20t4
At 3l December 2013

' Depreciation charges for the year ended 3 I

Cost of sales

Ceneral and administrative expenses

t01,t09,309 5,425,975
3,0s8J26 732,750

36999,426

r 57,850,000 J96,6t6,.145 l.ll,167,061
( l,oosJoo)

s,r 5J,425 {,0Jtt,.ltto 2t,1t'7,209

3,002,8r6
735,959

(725,964)

2t5,836J35 58267,211 3,0r2,8r l 3,t04,402

1E0,850,1 l0 82,899,850 2,140,611 9J,t,078

194,704,tzt
21,132,214-

52,894,040
5J73,t 7t

2,803,914
300,489

t2,5t5,77t
2,063,833

t89,0t0,3 r8 48,215.269 2,423,159 688. r 28

265,920,66t
29,605,666

(12s,964)

14,s79,604 294,800J63

6,E37,605 431,512257

4,940,620 403,128,494

157,E50,000

t57,850.000

December has been allocaled as follows:

201{ 20t3

26,991,545 2 r,835,043
2,6t4,121 2,062,856

29,605,666 23,897 ,899

t3



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

TI CONSTRUCTIONS UNDER PROGRESS

The movement in constructions under progress during the year ended 3l December 2014 comprise of the
following:

Balance at
3l December

20t3 Additions

Transferred
to Property,

Plant &
Equipment

(696,7s0)
(r562,s39)

Balance al3l
December

2014

2)28,101
976,805
,t99,538

833,160
r ,438,921

2,r9t,99r
r,r 00,423

,199,538

Existinq FactorY
Small Diameter
Medium Diameter

Induction Bending

Exoansions*
8" API Tubemill
60" lnduction Bending
20" OCTG Pipe Threading Line
30" Extemal Pipe Coating

Buildine and structurcs
Total

2,272,081 3,79t,952 (225e28e) 3$04,744

t35,355,0t5 37,594,711
3t,795,83'1 4,690,476
37 ,589 ,527 7 ,7 t',t93
t9,ffi4,625 4fiiJ70

224,345,004 54,66r,550
2,72130733,748,741

t72949,726
J6,4E6J r3
43)04,720
24265,79s

279,006,554
(36J02,676) 167)72

282,978,670260,365,826 61,174,809 (JE,56r,965)

18,447,42
424,t25

18,871,507
(2,6m,486)

l5,l8t,t2l

5,065,83 t

13,472,3s1

t8,538,182
(90,700)

18,447,482

LOAN TO AN ASSOCIATE

The Company's Board of Directos has appmved and extended an interest free loan to Global Pipe Company
of SR 26.25 million, that has been provided to an associate. This loan has been granted in accordance with
Global Pipe Company shareholders Memorandum of Understanding (MOU) signed on 8 May 2009 and
shareholders resolution No. 3- I signed on 22 April 2012. This is part ofan arrangement to increase the equity
of the associate from SR 125 million to SR 200 million. The equity ofthe associate following this arrdngement
shall be SR 200 million of which SR 125 million is injected to share capital and SR 75 million as shareholders
conribution in the form of loan to increase its total equity to SR 200 million.

* Includes capitalized finance costs amounting to SR 2,733,572 for the year ended 3l December 2014.

INTANGIBLE ASSETS

The movement in intangible assets during the year ended 3l December comprise ofthe following:
201{ 20 r3

Cost
Balance at the beginning ofthe year

Additions during the year

Amonization during the year

Net book value at the end of ahe year

t4



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

t{ INVESTMENT IN ASSOCIATES

Investment in associates as at 3l December comprise ofthe following:

201{ 20 t3

Total

- (6,852,594) (6,852,594)

45,000,000 61,097,406 t06,097,406

Global Pipe Company (GPC)
Global Pipe Company (GPC) is a limited liability company whose capital is owned by the Company, EEW
Company of Germany and other Saudi shareholdes. The Company is engaged in producing various types of
Large Welded pipes up to 60 inches and large structural tubular pipes. The total share capital of Global Pipe

Company is SR 125 million ofwhich, 35% is attributed to Saudi Steel Pipes and EEW each and 30% for other
Saudi shareholders. The commercial production of Global Pipe Company has started in the first quarter of
2014.

Chemical Development Company (CDC)
Chemical Development Company (CDC) is a holding company whose purpose is lo develop strategic industrial
projects. Saudi Steel Pipes owns 20% of CDC's total issued shares. lts first project is the construction of
polysilicon plant in cooperation with KCC Corporation. KCC Corporation is a South - Korean company
specialized in manufacturing silicones and polysilicon materials. CDC has increased its share capital during
the year 2013 by SR 35 million, the Company's share is SR 7 million. The plant will be located in Jubail 2
Industrial City and will produce 12,350 tonnes (in two phases) of solar grade polysilicon, the main material
used in the production of solar products and the commercial production is expected by the end of the second
halfof 2015.

15 ACCRUED EXPENSES AND OTHER LIABILITIES

Accrued expenses and other liabilities as aI 3l December comprise ofthe following:
201{ 2013

Cost ofacquisition
Accumulated share of
loss from associates

Net Investment value

45,000,000 67,950,000 r r29s0,000

(r6,788J07) (7r3si8s8) (24,024,165)

2821t,693 60,7t4,t42 8892s,83s

45,000,000 67,950,000 2,950,000

Accrued expenses

Advances from customeB

Retentions payable

ts,442pt7
r229fis4

613,713

17304,7U

18,601,775

3,132,421

1,253,937

22,988,133

l5
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SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER2OI4
(Expressed in Saudi Riyals)

16 @qINqwqE
16 (a) The Saudi shareholders of the Company are subject to Zakat calculated according to regulations
promulgated by the govemment authorities computed at 2.5yo and the foreign shareholders are subject to
lncome Tax at a flat rate of 20olo on the taxable income.

Under SOCPA Standard I l, the provision for Zakat of Saudi parmers and income tax of foreign partner are
presented as a direct charge to Relained Eamings. The conesponding liability account is prcsented as pan of
Accrued Expenses in the consolidated balance sheet.

l6 A) The Zakat Nd income tax computations are as follows:

20lJ 20 t3

Adjusted net income

Resources

Deduction from resources

Zakal ba:se

Zakat base for Saudi Shareholders

Provision for zakat @ 2.5%

Share offoreign shareholders on adjuted net income - 16.377o

Income tax base

Provision for income lax @ 20o/o

Total provision

Balance al the beginning ofthe year

Provision for the year

Payments during the year

Balance at the end ofthe year

slJl7,9J7
1207 )t l,4tt
(767,9t2,015)

490,717 333
40,6,823,065

85,854,235

1,152,853,320
(709,6r,322)

529,096,233

442,462,950

10,t70,577

2014

I1,061,574

20 t3

I 1,960,997 t4,057,62t
14,057,621

2,8t 1,524

12,562,776 I1,873,098

/6 (c,) The movements ofprovision forzakatand income tax account fortheyearended 3l December comprise
of the following:

201.t 20 tl

11,960,997

2392,199

t7.404,tu
12,562,776

(13,6r2J7E)

16J54,s82

l l,843,675
13,873,098

(8,312,s89)

17,4M,184

16 (d) The Compafl,y has filed its Zakat and Tax retums with the Department of Takatand Income Tax (DZIT)
up to year 2013. The Company has obtained its Zakat and Tax cenificate which is valid up to 30 April 2015.

l6
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SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

BANK OVERDRAFT
Banks overdraft represents a credit facility from one of the local banks in Saudi Arabia for the purpose of
financing the company's daily operation (working capital). This facility is granted to the company on the basis

of bank panicipation retum on the company's sales. Retum to the bank is calculated as a function of the
company's monthly sales value and the average daily overdrafu during the month.

The company entered into this facility agreement for the purpose ofreducing the high cash balances retained
with bank which used for the senlement of its daily cash requirements. The company been able to pay its
liabilities without effecting its activities. The financial charges can be reduced.

The overdraft balance will be settled continuosly through the company's daily deposits from sales.

SHORT TER.IVT LOANS
Short term loans as at 3l December comprise ofthe following:

2 0l.t 20r3

l8

Murabaha loan

LC purchase finance
Shon term loan facility

19 LONG TERM LOANS

Long term loans as at 3l December comprise of the following:

Saudi lndustrial Development Fund (SIDF), net

Bank loans

Presented in the balance sheet as follows:

Curent portion shown under current liabilities

Non-current portion shown under non-cunent liabilities

r2,r 60J34
r5,000,000
5,667 270

32,827,604

30,000,000

30,000,000

201{ 2013

(a) t64982,559
(b) r646arJ66

329,635,025

2014

78270244
25tJ65,781
329,636,025

t36,286 ,04't
249,065,393
385,351,440

2013

12,648,000

372,703,U0
385,351,,140

(o) SIDF Loan
SIDF granted the Company a long-term loan to finance the expansion projects with an amount ofSR 68.65
million. The loan is securcd by a mortgage on the Company's property, plant and equipment. The last
installment ofthe loan is due on November 2016.

ln 2012, the Company applied for a new loan with SIDF amounting to SR 130 million that will be specifically
intended to finance its various expansions projects and was approved in the same year. The Company had
received an amount of SR 6l million inyear20l3 andan amountof SR 4l million inyear20l4. The loan is

secured by a mortgage on the Company's property, plant and equipment. As per the agreement, the debt will
be payable in l4 installments and the first installment is due on October 2015 and the last installment is due
on March 2021 .

Also there is a long term loan granted to the subsidiary by SIDF to finance the construction ofa factory in tlre
subsidiary by an amount of SR 41.7 million. At the end ofthe year 2014 a total amounl of SR 29.5 million
was received. The loan is secured by a mortgage on the subsidiary's property, plant and equipment and prorate
corporate guarantee signed by ChiefOperating Officer ofthe Company. As per the agreement, the debt will
be payable in l4 installments and the first installment is due on February 2015 and the last installment is due
on May 2022.

t7
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SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 20I4
(Expressed in Saudi Riyals)

LONG TERM LOANS (Continued)
(b) Bonk Loons

The Company has entered into a Murabaha loan agreement with local banks to finance iB various

expansions projects. The total approved bank loan is SR 260 million wherein the SR 130 million will be

settled through bridge loan for SIDF loan. These facilities are secured by the promissory note signed by the
CEO of the Company and the second mortgage on the Property, Plant and Equipment. The first installment
is due on 8 July 2015 and the last installment is due on 8 July 2017.

The Subsidiary has credit facilities agreement with the Saudi lnvestment Bank to finance the
Subsidiary's plant and the purchasing of the machinery and equipment. The total approved bank loan is SR

65.5 million wherein an amount of SR 38.7 million will be settled ttuough a bridge loan for SIDF loan.

EMPLOYEES' END OF SERVICE BENEFITS

The movemenl in employees' end of service benefis during the year ended 3l December comprise of the
following:

201{ 20 r3

32,451,5 l8
6,240,668

3 t6.004

(870, r 34)

38, r38,056

STATUTORY RESERVE

In accordance with Company's Articles ofAssociation and the Regulations for Companies in the Kingdom
of Saudi Arabia" the Company is required to transfer l0% of its nel income each year to a statutory reserve

until such reserve equals 50% of its share capital. This reserve is not available for distributions to the
shareholden. However, the statutory reserve can be used for mitigating the Company's losses or for
increasing is capital. where necessary.

TREASURY SHAR.ES (EMPLOYEE SHAR.E OWNERSHIP PR(rcRAM)

The Company initially acquired 700,000 shares offered to the public for the employee share program. Till the
financial statements date, the company acquired an additional 35,000 shares to support the employee share
program. This employee share program is divided into four types ofshares, namely; free shares, credit shares,

cash shares and future shares. As of 3 I December 2014, the Company has issued 261,296 shares to qualified
employees. The remaining 473,704 shaes will be distributed to lhe employees gradually according to the
program. The employee shares program is initially recorded in the balance sheet as a deduction from
shareholders equity and will be eliminated upon issuance to employees.

20

Balance at the beginning ofthe year

Provision during the year - charged to the statement ofincome
Provision during the year - charged to pre-operating expenses
(lntangible assets)

Payments during the year

Balance at the end ofthe year

38,138,056

10,740118

(r,r73,r r5)
47,705159

2t

22
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SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

SELLING AND MARKETING EXPENSES

Selling and marketing expenses for the year ended 3l December comprise ofthe following:
2014 2013

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses for the year ended 3l December comprise ofthe following:
2014 2013

Local nansponation
Salaries and wages

Employee benefits

Freight charges - expon
Advertising
Rental

Sales commissions

Others

Salaries and wages

Employee benefits

Amortization of intangible assets

Depreciation

Directors' allowance

Legal and professional fee

Chafi table contributions
Social insurance

Travel

Others

Finance charges - SIDF
Finance charges - Local banks

8,707,199
4,657,840

3374,187
2,057,896

lJl3,9l t
463,4t7
r51,938
736,874

21,47t262

8,534,836
3,471,615

2,212,807

3,766,95t
|,t48,241

690J92
1,289,980

463,479

21,578,561

9,083,579

8J07,084
2,690,486

2,614,t21
l,800,000
l,095,522

822,t38
9t3,7 t 6

421,504

2,547,479

30,295,629

10,391,523

7 ,907,865
90,700

2,062,856

r,800,000

948,478
882,250

860.096

400,489

897.015

26.241.272

FINANCIAL CHARGES

Financial charges for the year ended 3l December comprise ofthe following:
20t4 2013

2,U79t2
2267,710
5,115,622

r,620.6r2
175.456

r ,796,068

l9



SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

COMPENSATION TO KEY MANAGEMENT PERSONNEL

The compensation and benefits of key management personnel for the years ended 3l
belorv:

2014

December are shown

2013

Salaries and wages

Directors' allowance

Allowances
Bonus

Brsic earnings per shore

Operating income for the year

Net income for the year

Weighted average number of outstanding shares

Number of issued shares

Less: Treasury shares - shares kept for the employee share program

Add: Weighted average number ofshares issued to employees

Weighted average number ofoutstanding shares

Basic esrnings p€r share from net income
Basic earnings prer share from opersti[g income

Diluled earnings pet shfie
Weighted average number ofoutstanding shares

Dilutcd eainings per share from n€t income
Diluted earnings per share from operating income

3l December 201,1 3l December20lS

3J9r,7E0
r,800,000
1J89,602

r04Js2
6,685,734

3,358,320

I,800,000

I,t93,312
3 15,589

6,667,221

COMMITMENTS AND CONTINGENCIES

The Company is contingently liable to open letters of credit and bank guarantees amounting to SR 183.9
million as at 3l December 2014 (2013 : SR 172.2 million).

The Company has provided corporate guarantees to SIDF and a commercial banks for the loans availed by the
subsidiary and an associate amounling to SR 434.1 million as of 3l December 2014 (2013 : SR 325.6 million).

The Company has entered into contracts with various parties to construct the plant expansion. AT 3 I December
2014, the Company's obligations under the non cancellable contract commitments for the construction ofthe
expansion of the plant amounted to SR 29.6 million (2013 : SR 60.3 million) which are payable within one
year from the year end.

As per the Company agreement with banks, the customers of the Compnay are eligible to purchase the
Compnay's products guaranteed by the Company deposit amounting to SR 16.5 million (Note 5). In case of
customers default the maximum expasrure on the compnay forcredit losses is l0%of the deposit (i.e SR. 1.65

million).

EARNINGS PER SHARE

Basic eamings per sharc is calculated by dividing the eamings attributable to ordinary shareholders by the
weighted average number ofordinary shares outstanding during the year. For diluted eamings per share, the
weighted average number ofordinary shares in issue is adjusted to assume conversion ofall dilutive potential

ordinary shares.

45,46,0579

29,403,459

51,000,000

(73s,000)

261296

83,247,703

79,448,027

5 l,000,000

(73s,000)

200,750

fl,526296
0.5E2

0.9m

50,465,750

1.574
1.650

5l,000,000
L558

51,000,000
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SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

SEGMENTAL REPIORTING

The management of the Company views the whole business activities of the Company as one operating
segment for performance assessment and resources allocation.

Because the management views the whole activities of the Company as one segment, segment rcporting is
provided by geographical segment only. The details of the local and export sales for the year ended 3l
December 2014 and 2013 are as follows:

2014

Sales *

Percentage from sales

Cost ofsales
G ross pront
Gmss Protit percent ge of total sales

2013

Sales

Percentage fiom sales

Cost of sales

Gross Profit

Gross profit percentage oftotal sales

I ,075,993 t3l,067,536

3 Sales includes an amount ofSR I I,960,982 received from one ofthe major customer relating to a senlement.

Export ssles

59,718,259

7"/"
(47,la8,005)

t2230254
20.5./"

Expon sale

100,045,262

l2o/o

(80,053,719)

19,99r,543

Local sales Total

79827sJ6s
93v"

(7r32s6,r49)
85,0r 92 r6

10.7"/.

Local sale

857,993,624
to0"/"

(760,144,154)

97 249,470
lt.3y"

Total

739.290,93t
88%

(628,2t4,938)

839,136, t93
l00o/o

(708,268,6s7)

t5.6%20.0o/o 15.0o/o

2t
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SAUDI STEEL PIPES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3I DECEMBER 2OI4
(Expressed in Saudi Riyals)

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial instruments carried on the balance sheet include cash and cash equivalents, trade and other
accounts receivable, investments, trade payable, due to and due from related panies and other liabilities.

Credit risk is the risk that one party will fail to discharge an obligation and will cause the other party to incur
a financial loss. The Company has no significant concentration of credit risks. Cash and cash
equivalens are placed with national banks with sound banking reputation. Trade and other accounts
receivable are mainly due from local customen and related parties and are stated at their estimated realizable
values.

Interest rate risk is the exposures to various risks associated with the effect of fluctuations in the
prevailing interest rates on the Company's financial position and cash flows. The Company's interest rdte risk
arise mainly from short term bank deposits and bank debts and long term debts, which are at floating rates of
interest.
Management monitors the changes in interest rates and believes that the fair value and cash flow interest rate
risks to the Company are not significant.

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet

commitments associated with financial instruments. Liquidity risk may resuh from the inability to realize the
values of financial assets at an amount close to its fair value. Liquidity risk is managed by monitoring on a
regular basis that sufficient funds are available to meet the Company's future commitments.

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Company's transactions are principally in Saudi riyal and United States dollar. Other
transactions in foreign cunencies other than US Dollar are not material. Currency risk is managed on
regular basis.

Fair value is the amount for which an asset could be exchanged, or a liability settled between
knowledgeable willing parties in an arm's lengh transaction. As the accompanying financial statements are
prepared under the historical cost method, differences may arise between the book values and the fair value
estimates. Management believes that the fair values ofthe Company's financial assets and liabilities are not
materially different from their carrying values.

COMPARATIVE FIGURES

Certain reclassifications have been made to prior year balances to be consistent with the current year
presentation.

3l
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