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AUDITORS' REPORT

To the Stockholders
Saudi Cement Company
Dammam, Saudi Arabia

We have audited the accompanying balance sheet of Saudi Cement Company (Saudi Joint Stock Company) as
of December 31, 2007, and the related statements of income, stockholders’ equity and cash flows for the year
then ended, and notes 1 to 22 which form an integral part of these financial statements as prepared by the
Company in accordance with Article 123 of the Regulations for Companies and presented to us with all the
necessary information and explanations. These financial statements are the responsibility of the Company’s
management. OQur responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Company as of December 31, 2007, and the results of its operations and its cash flows for the year then ended
in conformity with generally accepted accounting principles appropriate to the nature of the Company, and
comply with the relevant provisions of the Regulations for Companies and the articles of the Company as
these relate to the preparation and presentation of these financial statements.

Deloitte & Touche
Bakr Abulkhair & Co.

i L Lic.96 A% i, yaus 5
Nasser M. Al-Sagga SN . /
Licenseé No. 322 S&e/oitte &Toucé‘l‘ co

*’ . Abulkhalf &
25 Muharram 1429 T
February 3, 2008

. . . . . Member of
Audit.Tax.Consulting . Financial Advisory. Deloitte Touche Tohmatsu
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SAUDI CEMENT COMPANY
(SAUDI JOINT STOCK COMPANY)

BALANCE SHEET
AS OF DECEMBER 31, 2007
2007 2006
Note SR 000 SR 000
ASSETS
Current assets
Cash and cash equivalents 3 271,981 74,549
Islamic Murabaha in Banks - 614,000
Accounts receivable 4 162,315 149,652
Inventories 5 249,271 213,442
Prepaid expenses and other debit balances 198,729 15,013
Total current assets 882,296 1,066,656
Non-current assets
Investments 6 59,722 55,310
Fixed assets, net 7 948,683 1,036,414
Capital work in progress 8 1,970,033 542,177 .
Acquisition surplus, net 9 - 4,024
Total non-current assets 2,978,438 1,637,925
TOTAL ASSETS 3,860,734 2,704,581
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Islamic loans 10 694,621 -
Accounts payable 11 177,747 53,646
Accruals and other credit balances 12 162,808 158,989
Total current liabilities 1,035,176 212,635
Non-current liabilities
End-of-service indemnities 14 86,976 70,361
Commitments and contingencies 18
Stockholders’ equity
Paid up capital (represents 102,000,000 shares fully
paid of SR 10 each) 1 1,020,000 1,020,000
Statutory reserve 13(a) 510,000 510,000
Voluntary reserve 13(b) 70,000 70,000
Retained earnings 19 1,138,582 821,585
Total stockholders’ equity 2,738,582 2,421,585
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY 3,860,734 2,704,581

The accompanying notes form an integral part of these financial statements
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SAUDI CEMENT COMPANY
(SAUDIJOINT STOCK COMPANY)

STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2007

Sales
Cost of sales

Gross profit

Selling and distribution expenses

Administrative and general expenses

Operating income

Amortization of acquisition surplus

Company's share in profit of associated companies

Islamic Murabaha income
Others, net

Net income before zakat

Zakat
NET INCOME
Earning per share (in SAR)

The accompanying notes form an integral part of these financial statements
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2007 2006
Note SR 000 SR 000
4.6 1,361,950 1,200,235

6 (614,968) (524,212)
746,982 676,023

16 (31,335) (29,487)

17 (42,856) (33,270)
672,791 613,266

9 (4,024) (8,052)
6 23,631 25,802
14,762 24,457

(1,235) (2,969)
705,925 652,504

15 (19,528) (14,745)
686,397 637,759
1,20 6.73 6.25
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SAUDI CEMENT COMPANY
(SAUDI JOINT STOCK COMPANY)

STATEMENT OF STOCKHOLDERS’ EQUITY

YEAR ENDED DECEMBER 31, 2007

Share Statutory  Voluntary Retained
capital reserve reserve earnings Total
Note SR 000 SR 000 SR 000 SR 000 SR 000
January 1, 2006 1,020,000 473,345 70,000 406,281 1,969,626
Appropriation from retained
earnings approved by the
general assembly in 2006:
Dividends - - - (183,600)  (183,600)
Directors’ fees 19 - - - (2,200) (2,200)
Net income for 2006 19 - - - 637,759 637,759
Transfer to statutory reserve 13(a) - 36,655 - (36,655) -
December 31, 2006 1,020,000 510,000 70,000 821,585 2,421,585
Appropriation from retained
earnings approved by the
general assembly in 2007:
Dividends 19 - - - (367,200)  (367,200)
Directors’ fees 19 - - - (2,200) (2,200)
Net income for 2007 686,397 686,397
December 31, 2007 1,020,000 510,000 70,000 1,138,582 2,738,582

The accompanying notes form an integral part of these financial statements
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SAUDI CEMENT COMPANY
(SAUDIJOINT STOCK COMPANY)

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2007

OPERATING ACTIVITIES

Net income before zakat

Adjustments for:

Depreciation and amortization

End-of-service indemnities

Islamic Murabaha income

Company's share in profit of associated companies
(Gain) loss on disposal of property and equipment

Changes in operating assets and liabilities:
Accounts receivable

Inventories

Prepaid expenses and other debit balances
Accounts payable

Accruals and other credit balances

Cash from operations

End-of-service indemnities paid
Zakat paid (note 15)

Net cash from operating activities

INVESTING ACTIVITIES
Islamic Murabaha in banks

Additions to fixed assets and capital work in progress

Proceeds from disposal of fixed assets
Dividends received from associated companies
Islamic Murabaha income received

Net cash used in investing activities

FINANCING ACTIVITIES

Islamic loans
Directors’ fees paid
Dividends paid, net

Net cash from (used in) financing activities
Net change in cash and cash equivalents

Cash and cash equivalents, January 1

CASH AND CASH EQUIVALENTS, DECEMBER 31

2007 2006
SR 000 SR 000
705,925 652,504
120,569 132,061
22,497 6,993
(14,762) (16,152)
(23,631) (25,802)
(36) 260
(12,663) (42,122)
(35,829) 29,484
(185,145) (2,455)
124,101 12,496
5,813 19,256
706,839 766,523
(5,882) (8,620)
(19,712) (13,415)
681,245 744,488
614,000 (614,000)
(1,456,727) (206,732)
93 3,446
19,219 19,674
16,191 14,341
(807,224) (783,271)
694,621 -
(2,200) (2,200)
(369,010) (174,299)
323,411 (176,499)
197,432 (215,282)
74,549 289,831
271,981 74,549

The accompanying notes form an integral part of these financial statements
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SAUDI CEMENT COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2007

1. ORGANIZATION AND ACTIVITIES

a)

b)
©)

d

Saudi Cement Company was established as a Saudi Joint Stock Company in accordance with the
Royal Decree No. 6/6/10/726 issued on 8 Rabi IT, 1375H (November 23, 1955).

The principal activity of the Company is to manufacture and sell cement and related products.

The Company share capital amounted to SR 1,020,000,000 consisting of 102 million shares of fully
paid par value of SR 10 each.

The Board of Directors approved the fifth and sixth expansion projects for the Company’s plant
located at Hofuf, through the installation of two production lines with daily production capacity of
10,000 tones of clinker per each line. On December 14, 2005, the Company signed the main contracts
for the expansion with Sinoma Chinese Co. with a total cost of US$ 577.8 million equivalent to
approximately SR 2,167 million. The company also signed and commenced the preparation for the
housing complex project amounting to SR 150 million. The supporting projects contracts with total
cost amounted to SR 618 million which include cross country conveyor belt, captive power plant,
crude oil pipeline, quarry equipments and housing complex. The starting date of the trial operating
activities of the first line is expected during the second quarter of 2008, while the trial operating
activities for the second line is expected start in the third quarter of 2008.

The Capital Market Authority issued decision number 4-154-2006 dated 27 Safar 1427 (March 27,

- 2006) whereby they decided to split the par value of the shares of all joint stock companies to SR 10

per share via splitting the share into five shares for all companies listed in the capital market. Based on
that the Company splitted its shares to 102 million.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements have been prepared in accordance with the accounting standards
issued by the Saudi Organization for Certified Public Accountants. The following is a summary of
significant accounting policies applied by the Company:

a)

b)

Accounting convention
The financial statements are prepared under the historical cost and accrual basis.

Cash and cash equivalents

Islamic Murabaha that have a maturity date up to three months from the purchasing date are
considered cash and cash equivalent. Islamic Murabaha that have a maturity date of more than three
months from the purchasing date are classified as Islamic Murabaha in banks in a separate line, under
current assets.

Inventories

Finished goods and work in process inventories represent the cost of raw materials, labour, materials
and other manufacturing expenses. Raw material inventories are stated at the lower of weighted
average cost or net realizable value. Paper bags, spare parts and maintenance consumables are valued
on an average cost basis. .
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SAUDI CEMENT COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 2007

d)

e)

g

h)

)

k)

Investments

Investments in companies which are at least 20% owned and in which the Company exercises
significant influence are recorded using the equity method, under which the investment is stated
initially at cost and adjusted thereafter for the post acquisition change in the Company's share of the
net assets of the investee. These are referred to as associated companies. The Company's share in the
associated companies' net income/losses for the year is included in the statement of income.

Fixed assets

Fixed assets are stated at cost less accumulated depreciation. Major expenditure incurred to improve
the performance of machinery and equipment is capitalized. Depreciation is provided over the
estimated useful lives of the applicable assets using the straight line method. The following are the
annual depreciation rates:

Buildings, structures and installation 3% - 5%
Machinery and equipment and improvements 3.25%-33%
Tools and transportation equipment 10% -25%
Furniture and fixture 10% -25%

Acquisition surplus

Acquisition surplus resulting from the merger with Saudi Bahraini Cement Company is amortized
over a period not exceeding twenty years commencing in 1992. During the year 2004, the
amortization period was changed whereby the remaining balance of merger premium outstanding at
1/1/2004 will be amortized over a period of 3.5 years ending in 2007. The acquisition surplus have
been fully amortized during the second quarter of 2007.

End-of-service indemnities
End of service indemnities, payable to employees upon their termination, are provided in the financial
statements based on the employees’ length of service, in accordance with Saudi Arabian Labor Law.

Sales _
Sales are recognized upon delivery of the product (cement/clinker) to customers.

Selling and distribution and administrative and general expenses

Selling and distribution expenses represent, in general, salaries and wages, transportation charges and
other related expenses. All other expenses (other than production costs), are classified as "general and
administrative expenses”. Allocations between general and administration expenses and selling and
distribution expenses are made on consistent basis.

Foreign currency translation

Foreign currency transactions are translated into Saudi Riyals at rates of exchange prevailing at the
time of transactions. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are translated into Saudi Riyals at the exchange rates prevailing at that date. Gains and
losses from settlement and translation of foreign currency transactions are included in the statement of
income. : ' '

Zakat

The Company is subject to the regulations of the Department of Zakat and Income Tax in the
Kingdom of Saudi Arabia. Zakat is provided on an accrual basis. The zakat charge is computed on the
zakat base. Any difference in the estimate is recorded in the income statement, when the final
assessment is approved (note 15).

-7-
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SAUDI CEMENT COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 2007

) Dividends

Profit distributions are recorded in the year in which the General Assembly approves such

distributions (note 19).

3. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash and bank balances and Islamic Murabaha with original maturities

of three months or less:

Cash and banks
Cash equivalents — Islamic Murabaha with maturity less than
three months

4. ACCOUNTS RECEIVABLE

Trade receivable
Due from related parties

2007 2006
SR 000 SR 000
39,981 41,549
232,000 33,000
271,981 74,549
2007 2006
SR 000 SR 000
144,756 128,096
17,559 21,556
162,315 149,652

Sales to four major customers represent 46% (2006 : 45%) of total sales. Amounts due from these
customers at December 31, 2007 amounted to SR 129 million (2006 : SR 92 million). These balances are

fully covered by bank guarantees.

5. INVENTORIES

Finished cement and under process
Raw materials and paper bags
Spare parts and maintenance supplies

Spare parts and materials in transit

2007 2006
SR 000 SR 000
39,769 48,750
40,867 12,610
149,453 149,444
230,089 210,804
19,182 2,638
249,271 213,442

The spare parts inventory primarily relates to plant and machinery and, accordingly, it is expected to be

utilized over a period exceeding one year.
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SAUDI CEMENT COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 2007

6.

INVESTMENTS

United Cement Company
(Bahraini Closed Corporation)

Cement Product Industry Co. Ltd.
(Saudi Limited Liability Company)

Ownership 2007 2006
Percentage SR 000 SR 000
36% 45,318 40,429
33,33% 14,404 14,881
59,722 55,310

The transactions entered into by the company with associated companies are on an arm’s length basis and
are transacted in the normal course of the Company’s activities and are classified under normal account
classifications. The following are the major related transactions:

1) Sales to associated company during the year amounted to approximately SR 182 million

(2006 : SR 167 million).

2) Purchases from associated company during the year amounted to approximately SR 18.1 million
(2006: SR 14.7 million), representing paper bags for cement packaging.

FIXED ASSETS, NET
Machinery,
Building,  equipment  Tools and
structures and transporta- Furniture
and improve- tion and
Land installation ments  equipment Fixture Total

SR 000 SR 000 SR 000 SR 000 SR 000 SR 000
Cost
January 1, 2007 21,611 1,070,257 2,525,466 152,421 42,279 3,812,034
Additions - - 15,178 10,500 3,193 28,871
Transfers, net - - (102) 92 10 : -
Disposals - - (147) 2,713) (1,493) (4,353)
December 31, 2007 21,611 1,070,257 2,540,395 160,300 43,989 3,836,552
Depreciation
January 1, 2007 - 750,677 1,853,070 136,215 35,658 2,775,620
Charge for year - 43,339 65,060 5,492 2,654 116,545
Transfers, net - - (72) 68 4 -
Disposals - - (139) (2,672) (1,485) (4,296)
December 31, 2007 - 794,016 1,917,919 139,103 36,831 2,887,869
Net book value
December 31, 2007 21,611 276,241 622,476 21,197 7,158 948,683
December 31, 2006 21,611 319,580 672,396 16,206 6,621 1,036,414

-9-
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SAUDI CEMENT COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 2007

10.

11.

a) Buildings, structures and installations include buildings and structures relating to Ain Dar plant and
the export terminal at the port, with a net book value of approximately SR 128 million (2006 : SR 159
million) which are constructed on land owned by the Government under a lease contract expiring on
Rabi II, 1435H and a contract expiring on Rabi I, 1439H, respectively (corresponding to February
2014 and December 2017, respectively).

b) The cost of fully depreciated property and equipment amounted to SR 1,317 million as at December
31, 2007 (2006 : SR 1,067 million).

CAPITAL WORK IN PREGRESS

Capital work in progress includes the work related to the Company’s fifth and the sixth expansion projects
and the related supporting projects as mentioned in note (1 — D) previously.

ACQUISITION SURPLUS

This surplus relates to the merger of the Saudi Bahraini Cement Company with the Company on January
1, 1992. Accumulated amortization amounted to approximately SR 156 million (2006 : SR 152 million)
which represents the total amount of the acquisition surplus amounted SR 156 million. The annual
amortization charge for year 2007 amounted to SR 4 million (2006 : SR 8 million).

BANK FACILITIES

The Company obtained Islamic financial facilities, in the form of short term loans, letters of credit and
letter of guarantees from local bank for the purpose of financing the Company’s fifth and sixth expansion
projects and related supporting projects. Some of these banks facilities are secured by promissory notes.

ACCOUNTS PAYABLE
2007 2006
SR 000 SR 000
Trade payables 25,882 20,483
Due to related parties 1,580 - 1,756
Retention on expansion contracts and supporting projects 150,285 31,407
177,747 53,646

Retention on expansion contracts and supporting projects represents a specified percentage retained from
invoices received from contractors in relation for work done. These amounts are retained until the
construction work is finished.

-10-



SAUDI CEMENT COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 2007

12. ACCRUALS AND OTHER PAYABLE CREDITS

2007 2006

SR 000 SR 000

Dividends and other payable to stockholders 79,537 81,347
Accrued expenses 50,221 47,633
Zakat payable (note 15) 17,618 17,802
Accrued vacations 6,554 5,398
Advances against cement sales 6,161 4,672
Other credit balances 2,717 2,137
162,808 158,989

13. RESERVES

a) Statutory reserve
In accordance with the Regulations for Companies and the Company’s Articles of Association, the
Company established a statutory reserve by the appropriation of 10% of net income until the reserve
equalled 50% of the share capital. This reserve is not available for dividend distribution.

b) Voluntary reserve
The stockholders in their General Assembly meeting held on 24 Shawwal 1415H (March 25, 1995)
approved the Board of Directors’ proposal to establish a reserve for the expansion of the Company’s
plant in Hofuf. After the completion of the expansion in 1996, the reserve was carried forward as a
voluntary reserve.

14. END-OF-SERVICES INDEMNITIES

The movement in the provision for end-of-services comprise:

2007 2006

SR 000 SR 000

Balance, January 1 70,361 71,988

Provision for end-of-service for the year 22,497 6,993
End of service paid during the year (5,882) (8,620)

Balance, December 31, 86,976 70,361
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SAUDI CEMENT COMPANY
(SAUDIJOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 2007

15.

16.

ZAKAT
a) Components of Zakat Base

Zakat base for the Company is comprised of the following:

Non-current assets

Non-current liabilities

Stockholders' equity — beginning balance
Net income before zakat

b) Provision for zakat

Balance, January 1
Provision for the year
Payments during the year

Balance, December 31

c) Status of zakat assessments

During the year, the Company received the final zakat assessment for the year 2006.

SELLING AND DISTRIBUTION EXPENSES

Salaries, wages and benefits
Transportation fees and export expenses
Depreciation

Other

-12-

2007 2006
SR 000 SR 000
2,978,438 1,637,925
86,976 70,361
2,421,585 1,969,626
705,925 652,504
2007 2006
SR 000 SR 000
17,802 16,472
19,528 14,745
(19,712) (13,415)
17,618 17,802
2007 2006
SR 000 SR 000
8,716 7,149
12,378 12,129
8,401 8,424
1,840 1,785
31,335 29,487
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SAUDI CEMENT COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 2007

17.

18.

ADMINISTRATIVE AND GENERAL EXPENSES

2007 2006
SR 000 SR 000
Salaries, wages and other benefits 30,779 24,156
Training, employment and professional fees 4,290 879
Depreciation 1,639 1,271
Postage and phone 592 538
Stationery and printing 395 340
Board of directors attendance expenses 374 357
Insurance 394 495
Travel and transportation 677 604
Others 3,716 4,630
42,856 33,270
COMMITMENTS AND CONTINGENCIES

Outstanding commitments and contingencies at year end were as follows:
2007 2006
SR 000 SR 000
Capital commitments 938,672 1,728,540
Letters of credit 844,767 1,112,688
Letters of guarantee 43,122 30,148
Contracts for supply of raw materials 104,729 11,210
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SAUDI CEMENT COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 2007

19.

20.

21.

22.

DIVIDENDS

a) Dividends amounting to SR 367.2 million for 2006 were distributed based on SR 3.6 per share as per
the resolution of the Board of Directors in their meeting dated February 20, 2007 after approval the
general assembly.

b) The Board of Directors proposed the following distribution for the year 2007 and 2006 to be recorded

upon approval by the General Assembly (note 2-1):

2007 2006
SR 000 SR 000

Dividends to stockholders - SR 5 per share
(2006 : SR 3.6 per share) 510,000 , 367,200
Directors’ fees 2,200 2,200

¢) Board of Directors’ expenses and directors fees amounted to SR 2.55 million (2006 : 2.54 million).
EARNING PER SHARE

Earnings per share are computed by dividing net income for the year by the number of shares amounting to
102 million shares (2006 : 102 million shares).

SEGMENTAL INFORMATION

The Company is administered as one operating segment engaged in the production of cement and related
products. The Company carries out its activities mainly in the Kingdom of Saudi Arabia.

COMPARATIVE FIGURES

Certain figures for 2006 have been reclassified to conform with the presentation in the current year.
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