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AlKharashi & Co.

Clertficd Accountants And Auditors

INDEPENDENT AUDITOR'S REPORT ON REVIEW OF INTERIM FINANCIAL
STATEMENTS

May 05, 2017

To: The Shareholders of Najran Cement Company
A Saudi Joint Stock Company

Scope:

We have reviewed the accompanying condensed interim financial statements of  Najran
Cement Company - A Saudi Joint Stock Company (“the Company”) comprising the statement
of financial position as at MARCH 31, 2017 and the related statements of profit or loss, cash
flows and changes in equity for the three months period then ended and the attached notes |
through 23 which form an integral part of the financial statements.

Management’s responsibility for the condensed interim financial statements:
Management is responsible for the preparation and fuir presentation of these condensed interim
financial statements in accordance with the international accounting standard 34, Interim
Financial Reporting endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express
a conclusion on their condensed interim financial statements based on our review.

Auditors’ responsibility:

We conducted our review in accordance with Standard on Review Engagement 2410, "Review
of Interim Financial Information Performed by Independent Auditor of the Lntity" that are
endorsed in the Kingdom of Saudi Arabia. A review is substantially less in scope than an audit
conducted in accordance with International Standards on Auditing and conscyuently 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 limited review nothing has come to our attention that causes us to believe that the
accompunying 31 March 2017 condensed interim financial statements are not prepared, in all
material aspects, in accordance with IAS 34, 'Interim Financial Reporting' that is endorsed in
the Kingdom of Saudi Arabia.
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NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED STATEMENT OF FINANCIAL POSITION
AS AT MARCH 31, 2017

(Expressed in ‘000 Saudi Riyals)

Notes March 31, December 31, Jmﬁﬁ 1
2017 2016 2016 >
(Unaudited) (audited) (IFRS)

Assets
Non- Current Assets
Property plant and equipment 6 2,293,110 2,321,748 2,430,434
Current nssets
Trade receivables- net 7 46,982 54,746 94,966
Inventories - net 8 421,195 423,737 361,902
Prepayments and other receivables - net 9 26,157 18,707 21,890
Cash and cash equivalents 10 41,739 48,812 162,061

536,073 546,002 640,819
TOTAL ASSETS 2829183 2867750 3071253
EQUITY AND LIABILITIES
Shareholders’ Equity
Share capital 1 1,700,000 1,700,000 1,700,000
Statutory reserve 104,181 103,059 90,588
Retained earnings 267,559 257,464 333,193
Total equity 2,071,740 2,060,523 2,123,781
Liabilities R
Non-—current liabilities
Loans and borrowing 11 575,000 600,000 700,000
Provision for employees ‘terminal 5 17,954 17415 14,808
benefits

592,954 617,415 714,808

Current liabilities
Provision for zakat 13 27,493 24,993 22,154
Current portion of long term l.oans 1} 100,000 100,000 100,000
Trade and other payables 4 36,996 64,819 110,510

164,489 189,812 232,664
Total Equity and Liabilities 2,829,183 2,867,750 3,071,253

\
\
The annexed notes 1 to'22 form an integral part terim condensed financial statements.
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NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME (Unaudited)

FOR THE THREE MONTHS PERIOD ENDED MARCH 31,2017
(Expressed in ‘000 Saudi Riyals)

March 31, March 31,
Notes 2017 2016
(unaudited) (restated)

Revenue — net of trade incentives 15 111,387 224,433
Cost of revenue 16 (83,822) (139,447)
Gross Profit 27,565 84,986
Selling and distribution expenses (2,226) (4,516)
General and administrative expense (7,926) ~ (8,184)
Operating profit 17,413 72,286
Finance cost {6113) (6,725)
Other income 1Y 27
Net profit for the period before Zakat 13,717 65,838
Zakat expense (2,500) (4,500)
Net profit for the period after Zakat 11,217 61,338
OTHER COMPREHENSIVE INCOME
Other comprehensive income for the period - -
TOTAL COMPREHENSIVE INCOME FOR THE .y
PERIOD 11,217 61,338
Earnings per share - Basic 0.07 0.36

<
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The annexed notes 1 to 22 form an integral part of the interim condensed financlal statements,



NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED STATEMENT OF CHANGES IN EQUITY (unaudited)
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017

Share  Statutory Retained Total
Capital  Reserve  Earnings
Balance at January 01, 2016 (SOCPA) 1,700,000 90,588 337,772 2,128,360
TFRS Convergence Adjustment — OBS = (4,579) (4,579)
As at January 01, 2016 — As per IFRS 1,700,000 90,588 333,193 2,123,781
Profit for the period as per SOCPA 124,710 124,710
Transfer to reserve - 12,471 (12,471) 4
Dividends - - (187,000) (187,000)
Directors’ remuneration paid - (2,000) (2,000)
IFRS convergence adjustments during ) 1,032 1,032
_thequarter . : §

Balance as at December 31, 2016 1,700,000 103,059 257,464 2,060,523
(IFRS)

Balance at January 01, 2017 (SOCPA) 1,700,000 103,059 261,011 2,064,070
IFRS Convergence Adjustment — OBS - - (3,547) (3,547)
As at January 01, 2017 - As per IFRS 1,700,000 103,059 257,464 2,060,523
Profit for the period as per IFRS - - 11,217 11,217
Transfer to reserve - - 1,122 (1,122) -
Balance as at March 31, 2017 (IFRS) 1,700,000 104,181 267,559 2,071,740
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The annexed notes 1 to 22 form an integral part of the interim condensed financial statements.



NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED STATEMENT OF CASH FLOWS

FOR THE THREE MONTHS PERIOD ENDED 31 MARCH, 2017
(Expressed in ‘000 Saudi Riyals)

March 31,  March 31,
2017 2016
(unaudited) (unaudited)
Cash flows from operating activities

Profit before zakat 13,717 65,838
Adjustments for:

Depreciation 27,276 28,951
Gain / (loss)on sale of property, plant and equipment @) 18
Provision for slow moving and shortage of inventory - 2,000
Refundable custom fees - 500
Income from investments and other income (2,435) (504)
Finance Cost 6,113 6,724
Provision for employees’ terminal benefits 1,083 1,605
Working Capital Changes

Accounts Reccivable 5,758 17,200
Inventories 2,540 5119
Prepayments and other receivables (5,200) (5,350)
Accounts payable (12,443) (2,584)
Other payables (11,259) (21,703)
Cash generated from operations 25,148 97,814
Proceeds from investments and other income 184 235
Finance cost paid (6,226) (9,572)
End of service benefits paid (544) (86)
Net cash generated from operating activities 18,562 88,391
Cash flows from Investing activitics

Purchase of property, plant and equipment 33D (1,945)
Movements in spare parts held for capital use (strategic) 1,669 (1,144)
Proceeds from sale of property, plant and equipment 27 14
Net cash generated from / (used in) investing activities 1,365 _(3,075)
Cash flows from Financing Activities

Repayment of long term debts (25,000) (25,000)
Dividends paid - 6)
Board of directors’ remuneration paid (2,000) -
Net cash used in financing Activities (27,000) (25,006)
Net movement in cash and cash equivalent (7,073) 60,310
Cash and cash equivalents at the beginning of the period 48,812 162,061
Cash and cash equivalents at the end of the period 41,739 222,371

The annexed notes 1 to 22 form an integral part of the interim condensed financial statements.



NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017

(Expressed in ‘000 Saudi Riyals)

1.

CORFORATE INFORMATION:

Najran Cement Company (the Company’) is a Saudi Joint Stock Company which was registered on
Ramadan 5, 1426 (corresponding to October 9, 2005) under Commercial Registration number
5950010479, On Shaaban 10, 1437 (corresponding to May 17, 2016), the Company was granted an
Industrial License, number 2446,

The share capital of the Company is SR 1,700,000,000 divided into 170 million shares of SR ten
per share.

The principal activities of the Company are manutacturing and marketing of diversified qualities of
cement. In addition, the Company is authorized to manufacture and market building materials, and
become involved in establishing or participating in establishing industrial service companies to
provide maintenance and services for factories as well as management and operations of cement
factories, acquisition of land and real estate, patents and commercial trademarks to achieve its
purposes, in addition to land transportation and shipping services, also cooling and storages.

The Company’s financial year starts on January | each Georgian year and ends on December 31 of
the same year.

STATEMENT OF COMPLIANCE

These Condensed Interim Financial Statements ("Financial Statements') have been prepared in
accordance with IAS 34 Interim Financial Reporting as endorsed in the Kingdom of Saudi Arabia
and other standards and pronouncements issued by Saudi Organization for Certified Public
Accountants ("SOCPA"). These are the Company's first International Financial Reporting Standard
(IFRS) Condensed Interim Financial Statements for part of the period covered by the first IFRS
annual Financial Statements and IFRS | First- time adoption of International Financial Reporting
Standards, as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements
issued by SOCPA, has been applied. These financial statements do not include all of the
information required for full set of annual Financial Statements prepared under [FRS.

An explanation of how the transition to IFRS has affected the reported financial position, financial
performance and cash flows of the Company for the comparative periods presented is provided in
note 5. This note includes reconciliations of equity and total comprehensive income for
comparative periods and of equity at the date of the transition reported under previously issued
accounting standards by SOCPA in the Kingdom of Saudi Arabia to the amounts reported for those
periods and at the date of the transition to [FRS ( i.e. 01 January 2016.)

FUNCTIONAL AND PRESENTATION CURRENCY

These Financial Statements are presented in Saudi Riyal ("SAR), which is Company's functional
and presentation currency. All amounts have been rounded to the ncarest thousand, unless
otherwise stated.




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017

(_ExPressed in ‘000 Saudi Riyals)

4,
4.1

4,2

4.3

SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

Thesc financial statements have been prepared on a going concern basis under historical cost
convention. These financial statements are presented in Saudi Rlyals which is the Company's
presentation as well as functional currency.

Use of estimation and judgments

The preparation of the accompanying financial statements, in conformity with IFRS as endorsed in
the Kingdom of Saudi Arabia and other standard pronouncements issued by SOCPA, requires the
use of judgements, estimates and assumptions. Such estimates and assumptions may affect the
balances reported for certain assets and liabilitics as well as the disclosure of certain contingent
assets and liabilitics at the date of the condensed financial statements. Any cstimates or
assumptions affecting assets and liabilitics may also affect the reported revenues and expenses for
the same reporting period. Although these cstimates are based on management's best knowledge of
current events and actions, actual results ultimately may differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the year in which the estimate is revised if the revision
affects only that year or in the year of revision and future years if the revision affects both current
and tuture years.

The significant areas of estimation uncertainty and critical adjustments in applying accounting
policies that have most signiticant effect on the amounts recognized in the financial statements are
as follows:

s Provisions for doubtful debts and slow moving inventory;
¢ Estimated useful lives and residual values of property, plant and equipment; and
¢ Provisions and accruals.

Standards, interpretations and amendments to published / approved accounting standards

The tollowing standards, amendments and interpretations of approved accounting, standards will be
effective for accounting years beginning on or after | January 2018 with earlier application
permitted. However, the Company has not applied the following new or amended standards in
preparation of these financial statements.

-IFRS 9-‘Financial instruments’ is cffective for periods commencing on or after | January 2018 is
a replacement for IAS 39 ‘Financial Instruments: Recognilion and Measurement’ and covers three
distinct areas. Phase | contains new requirements for the classification and measurement of
financial assets and liabilities. Phase 2 relates to the impairment of financial assets and requires the
caleulation of impairment on an expected credit loss basis rather than the current incurred loss
basis. Phase 3 relates to less stringent requirements for general hedge accounting.

- IFRS 15 -*Revenue from Contracts with Customers’ is effective for periods commencing |
January 2018. [FRS 15 introduces a five-step approach to the timing of revenue recognition based
on performance obligations in customer contracts. [FRS 15 may have an impact on recognition and
related disclosures,




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017
(Expressed in ‘000 Saudi Rigﬂl._\')

4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

4.3 Standards, interpretations and amendments to published / approved accounting standards
(Continued)

- IFRS 16 —*Leases’ (effective for annual years beginning on or after 1 January 2019). IFRS 16
introduces a single, on-balance sheet lease accounting model for lessees. A lessce recognises a
right-of-use asset representing its right to use the underlying asset and a lease liability representing
its obligation to make lease payments. These are optional exemptions for short term leases and
leases of low value items. Lessor accounting remains similar to the current standard - i.e. lessors
continue to classify leases as finance or operating lease.

[FRS 16 replaces existing leases guidance including [AS 17 Leases, [FRIS 4 Determining whether

an arrangement contains a Lease, SIC-15 Operating leases — Incentives and S1C-27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease,

This standard is effective for annual periods beginning on or after 1 January 2019. EGarly
adaption is permitted for entities that apply [FRS 15 Revenuc from Contracts with
Customers at or before the date of initial application of IFRS 16.

Determining whether an arrangement contains a lease

On transition to [FRS 16, the Company can chaose whether to:

- Apply the IFRS 16 definition of a lease to all its contents; or
- Apply a practical expedient and not to reassess whether a contract is ; or contains, a lease.

Transition
As a lease, the Company can either apply the standard using a;

- Retrospective approach ; or
- Moditied retrospective approach with optional practical expedients.

As a lessor, the Company is not required to make any adjustments for leases in which it is a lessor
except where it is an intermediate lessor in a sub-lease.




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017
(Expressed in ‘000 Saudi Riyals)

4.4

4.5

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

The principal accounting policies applied in the preparation of these financial statements are set out
below.

Current versus non-current classification

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

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

Held primarily for the purpose of trading;

Expected to be realized within twelve months after the reporting period, or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for
at least twelve months after the reporting period.

All other assets are classified as non-current.
A liability is current when;

o [t is expected to be settled in the normal operating cycle;

o Itis held primarily for the purpose of trading;

e It is due to be settled within twelve months after the reporting period; or

e There is no unconditional right to defer the settlement of the liability lor at least twelve months
after the reporting period.

The company classifies all other liabilities as non-current,

Fair Value Measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement datc. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

¢ [n the principal market for the asset or liability; or
e Inthe absence of a principal market, in the most advantageous market for the asset or liability,

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

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

A fair value measurement of a non-financial asset takes into account a market participant's ability
to generate cconomic benefits from the asset’s highest and best use or by selling it to another
market participant that would utilize the asset in its highest and best use.

The company uses valuation techniques that are appropriate in the circumnstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobscrvable inputs.




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017
(Expressed in ‘000 Saudi Riyals)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Fair Value Measurement (Continued)

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

* Level | — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

o Level 2 — Methodologies for which the lowest level input that is significant to the fair value
measurement is directly or indircctly observable.

e Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognised in the financial staternents at fair value on a recurring basis
using level 1 or level 2 indicators, the company determines whether transfers have occurred between
levels in the hierarchy by re-assessing categorization (based on the lowest level input that is significant
to the fair value measurement as a wholc) at the end of each reporting period.

For the purpose of fair value disclosures, the company has determined classes of assets and liabilitics
on the basis of the nature, characteristics and risks of the assct or liability and the level of the fair value
hierarchy. as explained above.

4.6 Property, plant and equipment

Property, plant and equipment, except land which is not depreciated, are stated at cost less
accumulated depreciation and impairment, if any. Expenditure on repairs and maintenance is
expensed, while expenditure for improvement is capitalized. Depreciation is provided over the
estimated useful life lives of the applicable assets using the declining balance method and
appropriate residual values. Company reviews the appropriateness of the rate of depreciation /
amortization, useful life and residual values used for recording the depreciation on annual basis.
The estimated annual rates of depreciation of the principal assets are as follows:

Percentage

Buildings 4%

General plant, machinery and equipment 5%

Quarry machinery and equipment 15%
Vehicles 25%
Furniture, fixtures and office equipment 10% - 12.5%
Computers and related software 15%
Strategic spare parts 5%

Capital work in progress includes all costs (including advance payments) which have not been
reclassified as one of the asset classes noted above. Capital work in progress is re-classified as
property, plant and equipment when the relevant performance tests have been satisfactorily
completed. No depreciation is provided for in respect of capital work in progress.

10




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017
(Expressed in ‘000 Saudi Riyals)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

4.6 Property, plant and equipment (Continued):

Impairment of property, plant and equipment

At each Financial Statements date, the Company reviews the carrying amounts of property, plant
and cquipment to determine whether there is any indication that those assets have suffered an
impairment loss. If such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of impairment loss (if any). Where it is not possible to estimate the
rccoverable amount of an individual asset, the Company estimates the recoverable amount of the
cash-generating unit to which the asset belongs.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (cash generating unit) is reduced to its
recoverable amount, and the impairment loss is recognized as an expense immediately in
statement of profit or loss. Where an impairment loss subsequently reverses, the carrying amount
of the asset (cash-gencrating unit) is increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognized for the asset (cash-generating unit) in
prior years. A reversal of an impairment loss is recognized as income immediately in the
statement of profit or loss and other comprehensive income.

4.7 Inventories

4.8

Inventories are measured at the lower of cost or net realizable value. Cost is measured using
weighted average method. Spare parts and other consumables are charged to expenses on
purchase. Significant spare parts having useful life of more than one year shall be capitalized as
part of the property, plant & equipment to which they belong. In the case of manufactured
inventories and work in progress, cost includes an appropriate share of production overheads
based on normal operating capacity.

The Company regularly reviews the net realizable value of inventories to asses any diminution in
the carrying values. Net realizable value is the estimated selling price in the ordinary course of
business less the estimated costs of completion and the estimated costs necessary to make the
sale.

Accounts reccivable and advances from customers

Accounts receivables are stated at original invoice amount less provision for doubtful debts, if
any. Provision for doubtful debts / receivables is based on the management's assessment of
customers” outstanding balances und creditworthiness. Bad debts are written-off when identified.

I'he company has a policy of requiring certain customers to pay in advance of receipt of goods.
Where advances from customers have been received but goods are not delivered at the reporting
period, it is classified as advances from customers and included in current liability.

Where the company is entitled to any third-party claim, such as clinker subsidies or custom
duties refundable, the agreed amount is included in other receivables and other income, net of
any provisions,




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017

(Expressed in ‘000 Saudi Riyals)

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.9

4.10

4.11

4.12

4.13

4,14

Cash and Cash Equivalents

Cash and cash equivalents in the statement of cash flows include cash in hand and in transit,
balances with banks on current, deposit and saving accounts, and short-term highly liquid
investments subject to insignificant risk of changes in values, which fall due in no more than
three months and no restriction exists on their monetization on account of the Company.

Offsetting

A financial asset and financial liability is off-set and the net amount is reported in the balance
sheet when a legal enforceable right to sel-off the transactions is available and also there is an
intention to settle on a net basis or to realize the asset and settle the liability simultaneously.

Zakat and Foreign Income Taxes

ZaKat provision is provided tor in accordance with the General authority of Zakat and Income
Tax (GAZT) regulations. Submission and disclosure of provisions in the financial statements
shall be according to the Zakat and tax rules.

Provision for employees' end of service benefits

End of Service indemnities arc calculated according to the Saudi Labor Law, Further,

¢ Undiscounted amount of short-term employee benefits expected to be paid in exchange for
that service as a liability (accrued expense), after deducting any amounts already paid are
recognized for short term benefits.

s [Expected cost of accumulating paid absences are measured as the additional amount that the
Company expects to pay as a result of the unused entitlement that has accumulated at the end
of the reporting period.

¢ Long-term benefits are measured at the net liability / (asset) with adjustments determined
using actuarial methods. The actuarial valuation is obtained at the end of every reporting
period by engaging actuarial specialists.

The company has sought clarification from the local accounting body in reference to this and the
response has been awaited. Further, the actuarial results shall be gathered in the due courses
which are presumed to be not materially different at the period end.

Trade and accounts payables

Accounts Payable are measured at their fair value, net of trade discounts. Exchange gains and .
losses arising in respect of liabilities in foreign currency are added to the carrying amount of the
respective liabilities.

Provisions and other liabilities

Provisions are recognized when the Company has a present legal or constructive obligation as a
result of past events, and it is probable that outtlow of resources embuodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of
obligation. Provisions are reviewed at each statement of financial position date and adjusted to
reflect current best estimate.




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.15

4.16

4.17

418

4.19

4,20

4.21

4.22

Statutory reserve

In accordance with the Regulations for Companies in the Kingdom of Saudi Arabia and the
Company’s Articles of Association, the Company has established a statutory reserve by the
appropriation of 10% of net income until the reserve equals 30% of the issued share capital. This
reserve s not available for dividend distribution, however, is available for issuance of bonus
shares upon obtaining appropriate approvals.

Contingent assets and liabilities

A contingent liability is disclosed where the existence of the obligation will only be confirmed
by future events or where the amount of obligations cannot be measured with reasonable
reliability. Contingent assets are not recognised, but are disclosed where an intlow of economic
benefits is probable.

Revenue Recognition

Revenue is measured at the (air value of the consideration received or receivable and is shown
net of sales returns and discounts. Revenue is recognized when the significant risks and rewards
of ownership have been transferred to the customer, recovery of the consideration is probable,
the associated costs and possible return of goods can be estimated reliably, therc is no continuing
management involvement with the goods and the amount of revenue can be measured reliably.
Revenue is measured net of returns and discounts.

Foreign currency Translations

These financial statements are presented in Saudi Arabian Riyals (SAR), which is the Company’s
functional currency. Transactions in foreign currencics are recorded using the exchange rates
prevailing at the time of transaction. Foreign exchange gains or losses resulting trom settlement
of the transaction and translation at the period end are recorded according to exchange rates
prevailing on that date and are recognized in the profit or loss account,

Cost of revenue

The cost of revenue is calculated on the basis of the cost of production of sold units charged with
all actual direct costs, which shall include the cost of materials, production supplies, cost of
labor, and amortizations of direct fixed assets, in addition to their share of indircct expenses.

Expenses

Selling and distribution expenses comprise costs incurred in the distribution and sale of the
Company’s products, including employee costs and transportation costs (including arca
discounts). All other operating expenses are classitied as general and administrative expenses.

Earnings per share

Larnings per share is calculated by dividing the net profit (loss) for the year by the weighted
average number of shares outstanding at year end.

Dividends and appropriations

Dividend and appropriation to reserves are recognized in the financial statements in the period in
which approved by the Company’s Board of directors,




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017

(Expressed in ‘000 Saudi Riyals)

5. Reconciliation of equity as at 1 January 2016 (date of transition to IFRS)

in thousands

In thousands

In thousands of

In thousands

of [SAR] of [SAR] [SAR] of [SAR]
As at
s 31‘ "22'1‘:“" IFRS January 1,

S'OCPA) adjustments  Reclasslfication 2016

( (IFRS)
Assets
Non-Current Assets
Properly, plant and equipment 2,430,434 - - 2,430,434
Intangible assets 4,579 {4.579) -
Total non-current assets 2,435,013 {4,579) - 2,430,434
Current assets
Inventories 361902 - - 361,902
Trade and other receivables 92,406 - 2,560 94,966
Prepayments 21,890 - - 21,890
Cash and cash equivalents 162,061 - 162,061
Total current assets 638,259 - - 640,819
Total assets 3,073,272 (4,579) 2,560 3,071,253
Equity
Share capital 1,700,000 - - 1,700,000
Resenes 90,588 - - 50,588
Retained earnings 337.772 (4,579) - 333,193
Total equity 2,128,360 (4,579) - 2,123,781
Liabilities
Non-<urrent liabilities
Loans and borrowings B 700,000 - - 700,000
Employee benefits 14,808 - 14,808
Total non-current liabilities 714,808 - - 714,808|
Current Liabilities
Provision for Zakat 22,154 - 22,154
Loans and borrowings 100,000 - - 100,000
Trade and other payables 107,950 - 2,560 110,510
Total current liabllities 230,104 - 2,560 232,584
Total equity and liabilities 3,073,272 (4,579) 2,560 3,071,253




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017
(Expressed in ‘000 Saudi Riyals)

Equity Reconciliation as at 31 March, 2016

in thousands

in thousands

In thousands of

In thausands

of [SAR) al [SAB] [SAR] af [SAR]
As at 1 IFRS As at 31
March, 2016 diust g Reclassification March, 2016
(SOCPA) adjustments gEmsy |

Assets

Non-Current Assets

Property, plant and equipment 2,404,539 - - 2,404,539

Intangible assets 4,322 (4,322) - -

Total non-current assets 2,408,861 (4,322) - 2,404,539

Current assets

Inventaries 354.783 - 354,783

Trade and other receivables 75,207 2,354 77,561

Prepayments 27,008 - 27,008

Cash and cash equivalents 222,371 - 222 371

Total current agsets 679,369 - 2,354 681,723

Total assets 3,088,230 (4,322) 2,354 3,086,262 |

Equity

Resenes 98 898 - G5 696
| Batained eamnings AN7 745 (4322} 301,423
| Total equity 2104441 {4,322 . 2100119 ]

Liabliitles

Non-current liabllities

Loans. and hnrm-mnge £75.000 - - A75.000
L Emplayee bepefts 16327 - 18,327
| Tatal non-current liahilities 691,327 = B 691,327

Current Liabllities

Brovisinn for Zakat 26 A54 28 654
L loansandhorowings — 100000 - . 100,000
| Trade and other payah 165,808 - 2,354 1688162
| Total current llabilities — 292462 - 2354 — 294,816
Total equity and liabilities 3,088 230 {4322} 2364 3.086,262

n




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017

(Expressed in ‘000 Saudi Riyals)

Company’s reconciliation of statement of profit or loss and other comprehensive income for the

three months ended 31 March, 2016

Revenue

Cost of revenue

Gross Profit

Selling and distribution expenses

General and admin expenses

Total Expense

QOperating Prafit

QOther incame

Finance Cost

Net Profit for the period before Zakat and tax
Zakat

Net profit for the period after Zakat and tax
Other comprehensive Income

Total Comprehensive income

SAR 000 SAR 000 SAR '000
As at March 31, 2016 IFRS As at 31 March, 2016
{SOCPA) adjustments (IFRS)
251,281 251,281
{139,447} (139,447}
111,834 111,834
{31,364) {31,364)
(8,184) (8,184)
_ {39548) {39,548)
72,286 72,286
277 277
(6,982) 257 (6,725)
65,581 65,838
{4,500) (4,500)
61,081 61,338
61,081 257 61,338




Cost
January L,
2017
Additions
Disposals

March 31,
2017

Accumulated
depreciation

January 1,
2017

Charge for the
period
Disposals
March 31,
2017

value
March 31,
2017

Decemberd 1,
2016

NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017

6. PROPERTY, PLANT AND EQUIPMENT

Plant,

Furniture

Assels .
quarry and Capital
- held for
machinery fixtures, i N work in
uture use
and other and office (strategic) progress
Land Ruildings equipment Vehicles equipment Computers € Total
2,563 1,162,563 1,839,931 22497 13,101 11,634 40,939 1082 31094310
107 172 52 167 498
- (248) (1.836) (2,084)
2,563 1,162,563 1,840,038 22,421 13,101 11,686 39,270 1,082 3,092,724
244254 498,177 15.898 7438 6,027 768 772,562
9,057 17,455 410 146 208 - 27276
- (224) - 3 N (224)
253311 515,632 16,084 7,584 6,235 768 - 799,614
2,563 909,252 1,324,406 6,337 5517 5451 38,502 1.082 2293110
2,563 218,309 1341754 6,599 5,663 5,607 40,171 1,082 2,321,748

The Company’s property, plant and equipment, except the headquarters building at Najran, are constructed on
two separate leased lands at Sultana and Aakfah areas in Najran region for periods of 30 and 25 years
respectively and are renewable at the option of the Company.

7. TRADE AND OTHER RECEIVABLES

Trade accounts receivable
Less: provision for doubtful debts
Less: area incentives accrual

Movement in provision for doubtful debts

Balance at the beginning of the period
#dd: Provided during the period
Less: Write oft during the period
Balance at the end of the period

March December
31,2017 31,2016
49,199 58,198
(2,156) (2,156)
(6l) (1,296)
46,982 54,746
March 31, December
2017 31,2016
2,156 1,370
- 883
— - 07
2,156 2,156




NAJRAN CEMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017
(Expressed in ‘000 Saudi Riyals)

8. INVENTORIES

March 31, December
2017 31,2016
Raw materials, fuel and packing materials 27,874 31,597
Goods in process 264,007 266,280
Finished goods 9619 8923
Stock in trade 301,500 306,800
Consumables spare parts 123,695 120,937
Less: provision for slow moving items and clinker stocks handling (4,0000  (4,000)
421,195 423,737

Movement in provision for slow moving spares and clinker stock handling

Balance as of Jan 1, 4,000 2,000
Provision during the period _ & 2,000
Closing Balance as of March 31, 4,000 4,000

Strategic spares held for future capital use amounting to SR 38,502 (2016: SR 40,171) are
classified within property, plant and equipment.

9. PREPAYMENTS AND OTHER RECEIVABLES
March 31, December

2017 31,2016
Advances to suppliers 10,012 9,447
Prepaid expenses 6,942 3,965
Refundable custom duties —net 2,670 2,721
Others 6,533 2,574
26,157 18,707

10. CASH AND CASH EQUIVALENTS
March 31, December

2017 31,2016
(
Cash at banks b ’73_) .___ﬂz__
41,739 48,812

Cash at banks include unclaimed dividends of SR 1,350 (2016: SR 1,350).




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017
(Expressed in ‘000 Saudi Riyals)

11. LOANS AND BORROWINGS

March 31, December

2017 31,2016

Balance at January 1 700,000 800,000
Repaid during the period ~(25,000) (100,000)
Balance at March 31 675,000 700,000
Shown as:
Current portion of long term financing 100,000 100,000
Long-term portion 575,000 600,000

675,000 700,000
Amounts repayable:
Within one year 100,000 100,000
Within one to two years 175,000 200,000
Within two to five years 400,000 400,000
Total 675,000 700,000

Commercial Banks Facilities (Tawarroq)

The Company has signed bank facility agreements with commercial banks (some of which
replace old tacility agreements) as follows:

e The specific facility against the third production line for SR 500,000 has a profit rate of
SIBOR plus 1.75% to be serviced on a quarterly basis, repayable in twenty quarterly
instalments which will end on June 30, 2018. The amount outstanding as at March 31, 2017
was SR 125,000 (2016: SR 150,000)

e The specific facility to finance the waste heat recovery project for SR 150,000 at a profit
rate of SIBOR plus 1.75% to be repaid on equal quarterly basis instalments amounts to
25,000 starting on September 30, 2018 and ending on 2019.

The Company has other facilities for a total amount of SR 200 million that are available but not
utilized by the Company.

The facilities are secured by, inter alia, four order notes amounting to SR 540,550 and assignment
of the insurance policy for the third production line.

All of the above agreements contain conditions to maintain certain financial ratios and relating to
the payment ot dividends.

Sukuk

In June 2015, the Company privately placed an unrated but registered Sukuk of SR 400,000 for
five years maturing in June 2020, with a profit rate of 1.4% plus three month SIBOR, payable
quarterly. The proceeds were applied towards part settlement of the existing indebtedness of the
Company.




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017

(Expressed in ‘000 Saudi Riyals)

12. PROVISION FOR EMPLOYEES' TERMINAL BENEFITS

Balance at January 1
Provision for the year
Payments made during the year

Balance at March 31

13. PROVISION FOR ZAKAT

Balance at January 1
Provision for the year
Paid during the year

Balance at March 31

14. TRADE AND OTHER PAYABLES

Due to contractors

Accrued expenses

Raw material royalties payable
Dividends payable

Advances from customers
Others

Trade Creditors

15. REVENUE

Gross Revenue
Less: Area incentives

Net Revenue

March 31, December
2017 31,2016
17,415 14,808
1,083 4,184
(544) _(1L,577)
17,954 17,415
March 31, December
2017 31,2016
24,993 22,154
2,500 8,505
- (5,666)
27,493 24,993
March 31, December
2017 31,2016
- 3,385
4,684 3,477
3,319 16,518
1,350 1,350
8,291 8,947
139 1,382
17,783 35,059
19,213 29,760
36,996 64,819
March 31, March 31,
2017 2016
(Unaudited) (Unaudited)
138,114 251,281
26,727 26,848
111,387 224,433
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NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017
(Expressed in ‘000 Saudi Riyals)

16. COST OF REVENUE

March 31, March 31,
2017 2016
(Unaudited) (Unaudited)
Raw material consumed 10,118 38,790
Salaries and related benefits 13,561 15,963
Operation and management expenses 4,557 12,461
Fuels 14,091 20,770
Repairs and maintenance 9,697 9,828
Insurance 1,151 2,351
Depreciation 26,715 28,373
Other expenses 2,236 2,048
Provisions against slow moving and others - ~3.000
82,126 133,584
Changes in inventories levels 1,696 5,863
Total 83,822 139,447

The cost of revenues includes indircct cost which relates to the non-operating part of the
Company’s production line(s) during the period due to the non-availability of fuel amounting to SR
12,468 (2016:SR8,813). Earlier the company was taking into account certain provisions against
slow moving spares and clinker stocks handling losses which it believes have been sufficiently
provided or taken care of,

17. CONTINGENT LIABILITIES

As of March 31, 2017, the Company had commitments in the form of letters of credit and bills for
collection amounting to SR 3,913 (2016: SR 430) and performance bonds amounting to SR nil
(2016: SR 2,304),

18. RELATED PARTY TRANSACTIONS AND BALANCES
March 31, March 31,

Remuneration of chief executive, directors and key exccutives 2017 20106
(Unaudited) (Unaudited)
Salaries 890 946
Allowances 262 267
Annual and periodic remuneration - 82
Variable remuneration - -
End of service benefits o 77 17
Total 1,229 1,372

19. SEGMENTAL REPORTING

The Company operates in one trading segment and all sales are within the Kingdom of Saudi
Arabia. Further all the liabilities of the company are payable in Saudi Arabia.
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(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017
(Expressed in ‘000 Saudi Riyals)

20. FINANCIAL RISK MANAGEMENT AND OBJECTIVES AND POLICIES

The Company finances its operations through equity and management of working capital with a view to
maintaining an appropriate mix between various sources of finance to minimize risk. Taken as a whole,
the Company is exposed to market risk (including profit rate risk, currency risk and other price risk),
credit risk and liguidity risk. The Company’s principal financial liabilities comprise trade and other
payables. The main purpose of these financial liabilities is to raise finance for the Company’s
operations. The Company has various financial assets such as investments, trade and other receivables.
The Company has various financial liabilities such as long-term financing, trade and other accounts
payable.

Market risk:

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market prices comprise three types of risk: profit rate risk,
currency risk and other price risk.

a) Profit rate risk

Profit rate risk is the risk that the fair value of future cash flows of the financial instruments will
fluctuate because of changes in market profit rates. ‘The Company mitigates its risk against
exposure through focusing on maintaining bank balances. As of the balance sheet date the
Company is not materially exposed to profit rate risk.

b) Currency risk

Currency risk arises from the possibility that changes in foreign exchange rates will aftect the value
of the financial assets and liabilities denominated in foreign currencies. The Company does not
believe it is materially exposed to currency risk as the majority of the Company's transactions and
the balances are denominated in Saudi Riyals or in US Dollars. US dollar rate is fixed with the
Saudi Riyal. Certain transactions are in Euros, but these are not material,

Credit risk;

Credit risk represents the accounting loss that would be recognized at the reporting date if counter
parties failed to perform as contracted. The Company’s credit risk is primarily attributable to its liquid
funds and receivables. Cash balances are deposited with major banks with good credit standings. Whilst
a small number of customers account for a significant portion of both revenues and accounts receivable
balances. These customers have provided appropriate guarantees ensuring that their debts will be
recoverable. All major customers are high profile customers with the Kingdom of Saudi Arabia and
there is no reason to suggest that there will be a loss of revenue trom these sources.

In determining the recoverability of a trade receivable, the company considers any change in the credit
quality of the trade receivable from the date credit was initially granted up to the end of the reporting
period.




NAJRAN CEMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2017
(Expressed in ‘000 Saudi Riyals)

20, FINANCIAL RISK MANAGEMENT AND OBJECTIVES AND POLICIES (CONTINUED):

Credit Risk (Continued):
Age of trade reccivables that are past due but not impaired as of March 31,

March 31, December
2017 31,2016
1-90 days 33,814 36,902
91-180 days 12,004 16,720
181-270 days - -
271-360 days 985 1,150
Total 46,803 54,772
Aging of impaired trade receivables as of March 31 are as follows:
March 31, December
2017 31,2016
-2 years 108 -
More than 2 years 190 -
More than 3 years 2,037 2,130
Total 2,335 2,130

Liquidity risk

Liquidity risk is the risk that the Company will be unable to meet its net funding requirements.
Liquidity risk can be caused by market disruptions or credit downgrades, which may cause certain
sources of funding to dry up immediately. To mitigate this risk, management monitors the maturity
profile of its financial assets and liabilities to ensure that adequate liquidity if maintained.

Exposure to liquidity risk
Maturity profile of the company's financial liabilities based on contractual payments:

On demand Less than 3 3-12 months 1-5 years Total
months
Janvary 1,2017 ) =~ = 100,000 600,000 700,000
March 31,2017 i = 100,000 575,000 675,000

21. IMPACT OF FIRST TIME ADOPTION ON RETAINED EARNINGS

March
31,2016
Retained earnings as per SOCPA as on March 31, 2016 307,745
Impacts of adjusting entries from Opening Balance Sheet - IFRS adjustments
Less: De-recognition of Intangible Asset (4.579)
Add: IFRS adjustment
Reversal of Amortization - 257
Retained Earnings as per IFRS as on March 31, 2016 303,423
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21. IMPACT OF FIRST TIME ADOPTION ON RETAINED EARNINGS (Continued):

The company had certain intangibles previously capitalized under SOCPA financial statements. Under
[AS 38 Intangible Assets, any expense that does not qualify for the criteria defined in the standard as
intangible asset is not capitalized rather it is charged to Profit or loss. Expenses recognized as
amortization of intangible assets in SOCPA has been reversed in profit or loss account prepared in
accordance with IFRS.

22. SUBSEQUENT EVENTS

In the opinion of the management, there have been mo significant subsequent events since the period
end that would have a material impact on the financial position of the Company as reflected in these
Financial Statements.

23. FINANCIAL STATEMENTS APPROVAL

These financial statements were approved by the Board of Directors of the Company on 22 Rajab 1438
A_H (April 27, 2017).




