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INDEPENDENT AUDITOR’'S REPORT

TO THE SHAREHOLDERS

NATIONAL GYPSUM COMPANY

(A SAUDI JOINT STOCK COMPANY)

RIYADH - SAUDI ARABIA

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Opinion

We have audited the accompanying financial statements of National Gypsum Company (‘the Company"), which
comprise the statement of financial position as at December 31, 2021, the statement of profit or loss and
comprehensive income, statement of changes in shareholders ‘equity and statement of cash flows for the year then
ended, and the accompanying notes thereon, including a summary of significant accounting policies and other
explanatory notes.

In our opinion, except for the possible effect of the modifications, which we could have determined were necessary if
we had been able to obtain the data and information referred to in the Basis for Qualified Opinion paragraph below,
the accompanying financial statements present fairly, in all material respects, the financial position of the company
as at December 31, 2021, and its financial performance and its cash flows for the year then ended, in accordance
with International Financial Reporting Standards that are endorsed in the Kingdom Saudi Arabia and other standards
and pronouncements that are issued by the Saudi Organization for Chartered and Professional Accountants
(SOCPA).

Basis for Qualified Opinion

As stated in Note (5) and Note (25), the company's property, plant and equipment includes capital projects in
progress balance of which amounted to SR. 42 million at the financial position date. The balance represents the
expenditure of the installation and operation of the Alpha and Beta Factory at the company’s branch in Dammam,
where the installation and operation works have not been completed yet. It also includes strategic spare parts
amounted to SR.16.4 million for plant and equipment. Furthermore, it includes property, plant and equipment for the
company's factories amounted to SR.64 million to produce gypsum walls, whereby net annual loss was incurred. The
management carried out a study for the recoverable value of the projects in progress and the plant. However, it was
not adequate to determine whether there were any necessary adjustments to be made on the book value of these
projects and plant. The management is currently working on a new study that takes into account all the new
developments in the market. Accordingly, we were unable to determine, whether there is a need to recognize any
impairment of these assets in the accompanying financial statements.

We conducted our audit in accordance with International Standards on Auditing that are endorsed in the Kingdom
of Saudi Arabia. Our responsibilities under those standards are further described in the Auditor's responsibilities for
the audit of the financial statements section of our report. We are independent of the Company in accordance with
the professional code of conducts and ethics that are endorsed in the Kingdom of Saudi Arabia that are relevant to
our audit of the financial statements, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidences that we have ined are sufficient and appropriate to
provide a basis for our qualified opinion.
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INDEPENDENT AUDITOR’S REPORT... (Continued)

TO THE SHAREHOLDERS
NATIONAL GYPSUM COMPANY

(A SAUDI JOINT STOCK COMPANY)
RIYADH - SAUDI ARABIA

Key audit matters

E! Sayecd El Ayouty & Co.

Certified Public Accountants

Key audit matters are those matters that, according to our professional judgment, were of most significance in our
audit of the financial statements for this period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on

these matters. Key audit matters include the following:

Investments in equity instruments at fair value through other comprehensive income:

The key audit matter

How our audit addressed the key audit matter

As at December 31, 2021, the company has investments
in equity instruments in listed companies amounting to
SR 35,281,072 (2020: SR 36,543,114), where these
investments are measured at fair value in the statement
of the financial position. The changes in fair value are
included in the statement of profit or loss and other
comprehensive income.

In order to assess the objective evidence of impairment
of investments in equity instruments in listed companies,
management monitors fluctuations in prices and uses
impairment criteria.

Determining whether the quoted prices of securities held
by the company do not reflect their fair value requires
judgment and the use of estimates by management.

We performed the following procedures as part of our
audit of investments in equity instruments through other
comprehensive income:

- Review the design and effectiveness of the internal
control systems related to the evaluation of these
investments for the company.

- We considered fluctuations / changes in prices during
the acquisition period to ensure whether the
impairment met the criteria for impairment.

- Verify ownership of the company's investments.

- Evaluate the adequacy of the related disclosures.

Investments in associates:

The key audit matter

How our audit addressed the key audit matter

As at December 31, 2021, the company has investments
in associates amounting to SR 34,035,624 (2020: SR
32,554 ,664).

At each reporting date, the company evaluates whether
there is any indication of impairment of these
investments, and in the event that occurs, the company
calculates the amount of the impairment as the
difference between the recoverable value of the
associate and its carrying amount. The loss is included
as impairment in the statement of profit or loss and other
comprehensive income.

The impairment of investments in associates considered
a key audit matter as the valuation inputs are largely
subject to judgment.

We performed the following procedures as part of our
audit :

- Verify ownership of the company's investments and
disclose any obligations related to these investments.

- Consider the adequacy of the company's policies
related to testing the impairment of investments in
associates and assessing compliance with the applied
accounting standards.

- Evaluate the management procedures in the
impairment test and evaluate the design and

application of the main controls over these procedures.

- Evaluate-the adequacy of the related disclosures.

, o\
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INDEPENDENT AUDITOR’S REPORT... (Continued)
TO THE SHAREHOLDERS

NATIONAL GYPSUM COMPANY

(A SAUDI JOINT STOCK COMPANY)

RIYADH - SAUDI ARABIA

Key audit matters... (Continued)

E! Sayed E! Ayouty &

Cemfled Pubhc Accountants

The key audit matter

How our audit addressed the key audit matter

Revenue recognition

Revenue is an important component of the company's
performance and profitability. It also includes inherent risk
by recognizing revenue at more than its actual value to

We performed the following procedures among others
matters with regard to revenue recognition:
- Test the design of internal control procedures and

increase profitability. operational effectiveness with regard to revenue
Therefore, this matter was considered a key audit| recognition and receivables, as well as cut-off
matters. procedures to ensure that revenue is recognized in the

C A
S

correct period.
As stated in note No. (21), the company's revenues
amounted to SR 85,559,036 for the financial year ended
on December 31, 2021 (2020: SR 103,759,129).

- Testing a sample of the products sales and verifying
the proper application of the revenue recognition policy.

- Analytical procedures to verify the validity of the
recognized revenues by comparing the amount of sales
and prices for the current year with the previous year
and determining whether there are significant
fluctuations that need additional examination in light of
our understanding of the current market conditions.

- Verification of the appropriateness of accounting
policies to the company's revenue recognition in
accordance with the requirements of the IFRS 15
Revenue from contracts with customers.

Other information included in the Company's annual report for the year ended 31 December 2021

Other information consists of other information from the information included in the Company's annual report for the
year ended 31 December 2021, other than the financial statements and the auditors' report thereon. Management is
responsible for the other information included in the annual report. The annual report is expected to be made
available to us after the date of this auditor's report.

Our opinion on the financial statements does not cover the other information and we will not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above when it becomes available and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge cbtained in the audit, or otherwise appears to be materially misstated.

When we read the other information and discover a material misstatement therein, we are required to comml.}pfcizfs:':i'---' SN
the matter to those charged with governance. (P PPN :'\
L . I'-b\. | 1.'.;‘.;3-1
i s

Responsibilities of Management and those charged with Governance for the Financial Statements _.‘__‘_"_,QL_A.;:

" R g i ri
Management is responsible for the preparation and fair presentation of these financial statements in accord’cmss, j_,'u' i
with International Financial Reporting Standards as endorsed in the Kingdom Saudi Arabia and other standards
and pronouncements that are issued by SOCPA, and the provisions-Qf Companies' Law and company's Articles of
Association and for such internal control as management detefmines™~s_necessary to enable the preparation

of financial stateq'nents that are free from material misstatement, fraud or error.
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Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT... (Continued)

TO THE SHAREHOLDERS
NATIONAL GYPSUM COMPANY

(A SAUDI JOINT STOCK COMPANY)
RIYADH - SAUDI ARABIA

Responsibilities of Management and those charged with Governance for the Financial Statements
(Continued)

In preparing the financial statements, the management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Company or to cease operations, or has
realistic appropriate alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process.
Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with International standards on auditing that are endorsed in the Kingdom of Saudi Arabia will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

As part of an audit in accordance with International Standards of Auditing that are endorsed in the Kingdom of Saudi
Arabia, we exercise professional judgment and maintain professional skepticism throughout the audit. We also:

+ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances« but not for the purpose of expressing an opinion on the effectiveness
of the Company's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

« Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors' report to the related disclosures in the
inancial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
audit evidence obtained up to the date of our auditors’ report. However, future events or conditions may

“\ - .I:,. ! 1 _'x-b g :
e S macealse the Company to cease to continue as a going concern.

b
achieves a fair presentation.
We communicate with the those charged with governance regarding: ameng other matters: the planned scope
and timing of the audit and significant audit findings« including any siciencies in internal control that
[}
1
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we identify during our audit. ?
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INDEPENDENT AUDITOR’S REPORT... (Continued)

TO THE SHAREHOLDERS
NATIONAL GYPSUM COMPANY

(A SAUDI JOINT STOCK COMPANY)
RIYADH - SAUDI ARABIA

Auditors' Responsibilities for the Audit of the Financial Statements... (Continued)

We have also provided those charged with governance with a statement which states that we have complied with the
relevant ethical requirements relating to independence. Furthermore, they have been informed with all relations and
other matters that we believe reasonably affect our independence and, as appropriate, the relevant safeguard
measures.

From the matters communicated to those charged with governance, we determine those matters that were of most
significance in the audit of the financial statements of the current period and, accordingly, are considered the key
matters for the audit. We describe these matters in our auditor's report unless the law or regulation precludes public
disclosure of such matter, or when, in extremely rare circumstances, we determine that matter should not be
reported because the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication,

FOR EL SAYED EL AYOUTY & CO.

N A Belawah

& Abdullah A. Balamesh rm—
JEDDAH: Sha'aban 26, 1443 H e Certified Public Accountant 7 - -2 050
March 29, 2022 . License No. (345) / g 1[\‘
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Statement of financial position
(Al amounts in Saudi Riyals unless otherwise stated)

As at December 31, January 01,
Assets Notes 2021 2020 2020
(Restated - (Restated -

Non-current assets note 26) note 26)
Property, plant and equipment- net 5 265,666,520 272,360,501 275,158,929
Investments in associates 6 34,035,624 32,554,664 33,578,377
Investments in equity instruments at fair value through
other comprehensive income 7 35,281,072 36,543,114 23,295,692
Financial assets held at fair value through profit and loss 8 10,000,000 - -
Right to use assets 8 7,524,101 8,067,633 =
Total non-current assets 352,507,317 349,525,912 332,032,998
Total assets
Inventory - Net 10 25,986,073 29,361,499 34,174,937
Trade receivables — net 1 29,767,084 17,732,689 21,289,685
Prepaid expenses and other receivable balances 12 5,362,526 4,323,591 5,890,744
Cash and cash equivalents 13 87,975,714 92,522,736 64,197,016
Total current assets 149,091,377 143,940,515 125,552,382
Total assets 501,598,694 493,466,427 457,585,380
Shareholders’ Equity and liabilities
Shareholders’ Equity
Share capital 14 316,666,667 316,666,667 316,666,667
Statutory reserve 15 $5,000,001 95,000,001 95,000,001
Reserve for revaluation of investments through other
comprehensive income 13,073,092 9,257,697
Re-measurement of employee defined benefits 498,487 (143,287) -
Retained eamnings 45,106,240 35,960,711 15,274,308
Total shareholders' equity 474,318,545 460,557,184 436,198,673
Non-current liabilities
Lease obligations - non-current portion 9 6,686,372 7,334,260 -
Employees' defined benefits obligations 16 3,148,331 3,670,425 3,245,890
Total non-Current liabilities 9,834,703 11,004,685 3,245,890
Current liabilities
Trade payables 17 3,241,040 3,720,130 3,692,591
Accrued expenses and dividend payable 18 10,774,302 13,602,323 10,845,734
Lease obligations - current portion 9 629,017 -
Zakat provision 19 3,430,104 3,953,088 3,602,492
Total current liabilities 17,445,446 21,904,558 18,140,817
Total liabilities P 27,280,149 32,909,243 21,386,707
Total shareholders’ equity and liabilities /=2~ 501,598,694 493,466,427 457,585,380

[P ol U T MRt 5 |
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Financial Director, General Manager

and Member of tti]g Board of Directors

The accompanying notes from (1) to (34) form an integral'part o

AN

Chief Executive Officar

ese financial statements.

Chairman of the Board of Directors
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY

Statement of profits or losses and other comprehensive income
(All amounts in Saudi Riyals unless otherwise stated)

For the year ended
December 31,
ote 2021 2020
(Restated -
note 26)
Sales 21 85,559,036 103,758,129
Cost of sales (51,317,6095) (55,088,528)
Gross profit 34,241,341 48,672,601
Selling and marketing expenses 22 (3,637,145) (4,277,275)
General and administrative expenses 23 (8,488,091) (8,689,751)
Profit from operation 22,115,105 35,705,575
Company's share from results of investment in associate [ 981,469 440,155
Dividends from investments in equity instruments at fair value 585,623 542,119
Financing costs (128,984) (97,804)
Other (expenses) / income, Net 636,016 (867,221)
Net profit of the year before zakat 24,189,229 35,722,824
Zakat 19 (3,430,104) (3,953,088)
Net profit for the year 20,759,125 31,769,736
Other comprehensive income:
Unrealized profits in equity investments at fair value through other
comprehensive income 7 9,863,993 5,279,263
The Company's share in the comprehensive income of associates 6 1,496,469 (1,463,868)
Profits / (Losses) of re-measurement of employees' defined benefit obligations 16 841,774 (143,287)
Total comprehensive income for the year 32,761,361 35,441,844
Basic and diluted earnings per share for the year: 24
Of the operating profit 0,70 1,12
Of the net profit . ,,L/’Z,;: N 0,66 1
Weighted average number of shares o ' \ 31,666,667 31,666,667
“\ B heh ) (1
rta f Shdl
h -f'_""‘--._
Financial Director, General Chief Executive Office Chairman of the Board of Directors

Manager and Member of the
Board of Directors

»

-
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The accompanying notes from (1) to (34) form an integralfpart of these financial statements.
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY

e —————

Statement of cash flows
(All amounts in Saudi Riyals unless otherwise stated)

Cash flows from operating activities:

Net profit for the year before zakat

Adjustments for Net profit:

Depreciation of property, plant and equipment and spare parts
Depreciation of right to use

Financing cost

Employees’ defined benefit obligations

Provisions made during the year

The company's share of results from investment in an associate
Losses on disposal of property, plant and equipment

Changes in items of operating assets and liabilities:
Inventories

Trade receivables

Prepaid expenses and other receivable balances

Trade payables

Accrued expenses and dividends payable

Employees' defined benefit obligations - paid

Zakat paid

Net Cash flows provided by operating activities

Cash flows from investing activities:

Net payments to purchase property and equipment

Payments to purchase investments at fair value through profit or loss

Payments to purchase investments at fair value through other comprehensive income
Proceeds from the sale of investments at fair value through other comprehensive income
Dividends received from associates

Net cash flows provided by / (used in ) investing activities

Cash flows from financing activities:

Dividends

Lease obligations - paid portion

Cash flows (used in ) financing activities

Net (Decrease) / Increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Non-cash transactions:

Unrealized gains on investments at fair value through other comprehensive income
Re-measurement of employee defined benefit obligations

Right to use assets - previously classified as operating leases

For the year ended

December 31
2021 2020
(Restated -
note 26)

24,189,229 35722824
8,813,239 7,663,113
543,532 543,532
128,984 97,804
424,188 1,420,040
453,412 -
(981,469) (440,155)
733 -
3,090,853 4,813,438
(12,034,375) 3,556,096
(1,207,774) 1,567,153
(479,090) 27,538
(2,828,021) 2,756,590
20,113,441 57,728,873
(414,621)  (1,236,596)
(3,953,088)  (3,602,492)
16,745,732 52,889,785
(2,119,991)  (4,864,684)
(10,000,000)  (7,968,160)
(9,190,500) -
20,316,535 -
996,978 -
3,022 (12,832,844)
(19,000,000)  (11,083,333)
(1,295,776) (647,888)
(20,295,776) (11,731,221)
(4547,022) ~ 28,325,720
92,522,736 64,197,016
87,975,714 92,522,736
11,360,462 3,815,395
641,774 (143,287)
: 8,611,165

Financial Director, General Manager
and Member of the Board of Directors

= » \4-.--';/“"
The accompanying notes from (1) to (34) form an integral part'of I%e,:fm;mj;i sta;o};\ents.
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Chairman of the Board of Directors

\



NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

. Company and activity

National Gypsum Company ("the company") is a Saudi joint stock company registered in the city of Riyadh, Kingdom of
Saudi Arabia under the commercial registration No. 1010001487 dated April 27, 1959 (corresponding to Shawwal 18,
1378 H).

Company activity

The main activity of the company, according to the register, is the manufacture and production of gypsum and its
derivatives extracted from concession areas, trading in gypsum and its derivatives, the production of various materials
that can be extracted from gypsum mechanically and chemically, and carrying out all the necessary work to achieve its
purpose, which helps to achieve this purpose. The company has concession rights for raw stone in three concession
areas (quarries) in the city of Riyadh, the city of Dammam and the city of Yanbu, noting that the quarries' operations in
each of the cities of Dammam and Yanbu are temporarily suspended.

Company Branches:
The company has several branches registered as follows:

Branch C.R. Date C.R. No

Jeddah 26 Muharram 1392H 4030007100
Dammam 6 Rajab 1395H 2050003512
Yanbu 18 Rabi Awwal 1400H 4700000546
The National Factory for Gypsum Walls - Riyadh 10 Rabi al-Akhir 1425H 1010198301
The National Gypsum Company Factory - Dammam 4 Jumada Al-Akhir 1426H 2050048707
National Gypsum Company - Dammam 4 Rabi al Awwal 1428H 2050053971

The company's capital
The company's capital is SR. 316,666,667, divided into 31,666,667 shares, with a nominal value of SR.10 per share.
Company Address:

General and commercial administration

Prince Muhammad Bin Abdulaziz Road - Al Olaya District
PO Box 187 Riyadh, Postal Code 11411

Riyadh, Saudi Arabia

Fiscal year

The company's fiscal year starts from the beginning of January of each calendar year and ends at the end of December
of the same year

2. Basis of preparation

2. Statement of compliance

\r-.u-—-ﬂ

These annual financial statements prepared in accordance with International Financial Reporting Standards FR
adopted in the Kingdom of Saudi Arabia and other standards and pronouncements that are issued by SOCPA.

2.2, Basis of measurement \'“ e

These financial statements have been prepared in accordance with the historical cost principle and using accrual b2si _,,/
and going concern principle except for:

- Investments in equity instruments, which are measured at fair value through other comprehensive income.
- Investments in equity instruments, which are measured at fair value through profits or losses.

- Employees' defined benefi igations, which are measured at the present value of future obligations in accordance
with the projected credit unit meth 3 ’ \




NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(Al amounts in Saudi Riyals unless otherwise stated)

2. Basis of preparation...(Continued)

2.3. Functional and presentation currency

These financial statements are presented in Saudi Arabian Riyais (“SR") which is the functional and presentation
currency of the company. All figures are rounded to nearest Saudi Riyal unless otherwise stated.

2.4. Significant accounting estimates, assumptions and judgments

The preparation of these financial statements requires management to make judgments, estimates and assumptions
that affect the application of accounting policies on the reported amounts of assets, liabilities, revenue and expenses.

Although these estimates and judgments are based on management's best information regarding current operations
and events, actual resuits may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. The recognized accounting estimates are
reviewed in the period in which the estimates are revised prospectively, In the event that the changed estimates affect
the current and future periods.

The following is an explanation of information about the most important estimates and cases of uncertainty when
applying accounting policies that have a significant impact on the amounts shown in the financial statements:

Measurement of employees benefits obligations

The Company's obligation in respect of defined benefit plan is calculated by estimating the amount of future benefits
that employees have earned in current and prior periods and discounting that amount to arrive at present value. The
calculation is performed annually by a qualified actuary using the projected unit credit method. Judgments are used in
estimating the actuarial assumptions.

Impairment of inventories

Management estimate the impairment of inventories to reach the net realizable value. Where the goods are measured
at the lower of cost and net realizable value. Factors that affect the inventories value include obsolescence, changes in
demand for the goods, technolegical changes, or the presence of damaged inventory or part of it, or if the selling price
is less than its cost.

Provision for expected credit losses (ECL)

The Company applies the expected credit loss (ECL) model to determine the impairment losses of trade receivables
and other receivables. This requires the Company to take certain factors to ensure that the balances of receivables are
not overvalued as a result of the possibility of un-collecting them, such as ageing of receivables and continuous credit
evaluation. Provisions are recorded when there is an objective evidence indicates the possibility of un-collection
according to IFRS 9.

Impairment of non-financial assets
Non-financial assets (except inventories) are reviewed for impairment. If the indication exists, then the asset's
recoverable amount is estimated.

For the purpose of assessing impairment, assets are divided into small groups that generate cash flows resulting from
continuous use and that are largely independent of cash flows resulting from other assets or cash generating units. The
recoverable value of an asset or a cash-generating unit is its value in use or its fair value net costs to sale, whichever is
higher. The value in use is based on the estimated future cash flows discounted to its present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset or
to cash-generating unit.

Impairment losses are recognized if the carrying amount of the asset or cash-generating unit exceeds its recoveryple' -

amount. The impairment loss is reversed only to the extent that the carrying amount of the asset does not e

carrying value after deducting the depreciation that would have been determined unless the impairment Ioss w S \‘l
\ b

recognized.
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

2 Basis of preparation...(Continued)
2.4 Significant accounting estimates, assumptions and judgments... (Continued)

Useful lives of property and equipment

The management determines the estimated useful lives of property and equipment for calculating depreciation. This
estimate is determined after considering expected usage of the assets or physical wear and tear. Management reviews
the residual value and useful lives annually, and the change in depreciation expenses (if any) is adjusted in the current
and future periods.

Measurement of fair value

The fair vaiue of the assets and liabilities

Fair value is the selling price that would be received in exchange for selling an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date or, otherwise. The best market available on
that date. The fair value of obligations reflects the risk of inability to perform.

When measuring the fair value of a financial asset or liability, the company uses market observable data as much as
possible.

Fair values are categorized into a hierarchy based on the data used in the valuation techniques as follows:

« Level 1: Quoted prices in active market for identical assets or liabiiities.

« Level 2: Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable.

* Level 3: Valuation techniques for which the lowest level input that is significant to the fair value measurement is
uncbservable.

If the inputs used to measure the fair value of an asset or a liability fall into different levels of the fair value hierarchy,
then the fair value measurement is categorized in its entirety in the same level of the fair value hierarchy as the lowest
level input that is significant to the entire measurement.

The company recognizes transfers between levels of the fair value hierarchy at the end of the reporting period during
which the change has occurred. As at December 31, 2021 and December 31, 2020, there are no transfers between
levels.

Going concern
The company has no doubts about its ability to continue as a going concern, Therefore , the financial statements have
been prepared on a going concern basis.

3. Significant accounting policies

The significant accounting policies set of below have been applied consistently to all periods presented in these
financial statements .

3.1. Foreign currency

Transactions in currencies other than Saudi Riyals are recorded at the rates of exchange prevailing on the dates of the
transactions. At reporting date, monetary assets and liabilities that are denominated in foreign currencies are
retranslated at the rates prevailing at that date. Gains or losses from exchange rate differences are inciuded in the
statement of profits or losses and other comprehensive income.

3.2, Revenue recognition P
Revenue is recognized when the company fulfills its obligations in contracts with clients at an amount that reflects }_ .
material compensation for the goods sold. The company establishes contracts with clients based on a five-step| " \! far -L |
as defined in IFRS 15: T ;
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(Alt amounts in Saudi Riyals unless otherwise stated)

3. Significant accounting policies...(Continued)

3.2, Revenue recognition... (Continued)

Step 1. Determine the contract (s) with a client:
A contract is an agreement concluded between two or more parties that establishes rights and undertakings and sets
out the criteria that must be fulfilled for each contract.

Step 2. Determine the performance obligations in the contract:
A performance commitment is a promise in the contract with the client to transfer goods or provide services to the
client.

Step 3. Determine the transaction price:
The transaction price is the amount of the consideration that the company expects to receive in exchange for
transferring the goods or services promised to the client, excluding the amounts collected on behalf of third parties.

Step 4. Allocation of the transaction price to the performance cbligations in the contract:

In a contract that contains more than one perfoermance obligation, the company will distribute the transaction price to
each performance obligation in an amount that determines the amount of the consideration that the company expects to
receive in exchange for fulfilling each performance obligation.

Step 5. Recognition of revenue when (or where) the entity fulfills a performance obligation.

If the amount intended to be paid in the contract includes a variable amount, the company shall estimate the amount
that the company is entitled to in exchange for transporting the goods and services committed to be provided to the
client.

Sale of goods
The company sells gypsum, where the sale is made according to sales invoices and / or separate specific contracts
concluded with customers.

For contracts with customers in which the sale of products is generally expected to be the only performance obligation,
the Company has come to the conclusion that revenue from the sale must be recognized at the point in which control of
the asset is transferred to the customer at a specified point in time, which is done usually upon delivery.

Revenue from the sale of by-products resulting from industrial waste is treated as other income in the statement of
prefit or loss and other comprehensive income.

The Company considers the following indicators of the transfer of control, which include, but are not limited to the
following:

» The Company has a present right to payment for the asset

s The customer has the legal right to the asset

« The Company has transferred the physical possession of the asset

« The customer has the significant risks and rewards of ownership of the asset
¢« The customer has accepted the asset

Rebate
Additional Rebate are often granted to customers according to competitive and market conditions. Therefore, revenue

from sales is recognized on The basis of the price specified in the contract or agreed upon with the customer, after T T

deducting the specific discounts for each customer. Fiia N N
i - -..: _..._'l-

3.3 Employee benefits [, AN S s

Employee defined benefit obligations -
According to the Saudi Labor Law in the Kingdom of Saudi Arabia, the company is required to pay end-of-service
benefits (a defined benefit plan) and it is calculated based on half the salary of the last month of each year of the first
five years of service, including fractions of the year, in addition to full salary for each of the following years of service,
including fractions of the year. End of service benefits are not funded.

8



NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

x 5 Significant accounting policies...(Continued)
3.3 Employee benefits...(Continued)

Employees end of service benefits

The defined benefit plan is a compensation plan for the employees for their end of services. The company pays
employees in accordance with the Saudi labor law in the Kingdom of Saudi Arabia, which depends in its calculation on
the number of years of service, salary and the reason for termination of service.

The valuation method and main assumptions of the actuarial study

Commitment to the requirements of International Accounting Standard No. (19) Employee benefits, end-of-service
benefits obligations are calculated using the actuarial valuation using the projected unit credit method at the end of
each financial year, and the profits or losses resulting from the actuarial revaluation are recorded in the comprehensive
income statement for the period in which it is specified reevaluation. The re-measurement recognized in other
comprehensive income is immediately included in retained earnings and is not included in profit or loss. Past service
cost is calculated in profit or loss during the period of plan amendment. Interest is calculated using the discount rate at
the beginning of the period on the defined employee benefit obligation.

The current service cost of a defined benefit plan is recognized in the profit or loss statement within the employee
benefit expense, to reflect the increase in the obligation resulting from the employee's services for the current year and
cases of change, reduction or settiement of benefits. The cost of services for the previous years is included directly in
the statement of profit or loss.

Actuarial gains and losses resulting from adjustments and changes in actuarial assumptions in equity are charged and
recognized in the statement of other comprehensive income in the period in which they occur,

The defined benefit costs are classified as follows:

Service cost (including current service costs and past service costs, in addition to profits and losses resulting from
promotions and reimbursement to employees).

Short-term employee benefits

The obligation for benefits related to wages, salaries, annual leave and sick leave is recognized and measured in the
period in which the service is provided on the undiscounted amounts of the benefits expected to be paid for those
services.

Costs of retirement benefits

The Company centributes to the costs of employee retirement benefits in accordance with the regulations of the
General Organization for Social Insurance, and it is calculated as a percentage of the employees' wages. Payments for
semi-government managed retirement benefit plans are treated as payments for defined benefit plans because the
Company's commitment to these plans equals the commitment resulting from the defined benefit plans. Payments to

retirement plans are recognized as an expense when due. Wt e
.r.'-r‘ .

3.4,  Zakatand tax fI v 2
'I.I.: v ~-k“ ‘_""'. : A
Ve 5 Ay

3.41. Zakat |5, s 200 /

The company is subject to zakat in accordance with the regulations issued by the Zakat, Tax and Customs Authority in '

the Kingdom of Saudi Arabia. A provision for zakat is made on an accrual basis, and this provision is charged to the
statement of profit or loss and other comprehensive income. The zakat provision is calculated according to the zakat
base or the adjusted net profit, whichever is higher, and any differences between the calculated zakat and the final
assessment (if any) are recognized within the profit or loss in the year in which the assessment Is finalized. Zakat is
calculated based on 2.5% of the zakat base or adjusted net income, whichever is higher.
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

3. Significant accounting policies...(Continued)
3.4, Zakat and tax...(Continued)
3.4.2. Vaiue added tax (VAT)

Value Added Tax is a tax on the supply of goods and services that is ultimately borne by the final consumer. Therefore,
the treatment of VAT in the company’s accounts must reflect its role as a tax collector, and VAT should not be included
in income or expenses. However there will be circumstances in which the company bears VAT, and in such cases
where VAT is not refundable and must be included in the cost of the product or service.

3.4.3. Withholding tax

The management withholds taxes on non-resident parties according to the Authority's regulations, which are not
recognized as expenses because the amounts of the obligations on the counterparty are deducted on its behalf,

3.5. Property and equipment

Recognition and measurement
Items of property and equipment are measured at cost less accumulated depreciation and accumulated impairment
losses, if any.

The cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed
assets includes costs of materials, direct labor and any other costs directly attributable to preparing the asset for its
intended use and the costs of dismantling, removing, and reinstalling the asset on site.

When the useful lives of some items of property and equipment are different, they are accounted for as separate
components (major components) of property and equipment. Profits or losses are determined upon disposal of any item
of property and equipment by comparing the amount obtained from disposal with the book value of the asset and is
recognized at net within other income in the statement of profits or losses.

Subsequent costs

The cost of replacing a component of an item of property, plant and equipment is recognized in the carrying amount of
the item if it is probable that the future economic benefits will flow to the company, and its cost can be measured
reliably. The carrying amount of the replaced component is derecegnized.

Depreciation
Depreciation is regular allocation of depreciable amount of property, plant and equipment (the cost of the asset less the
residual value) over useful life.

Depreciation expense is recognized in the statement of profit or loss and other comprehensive income on a straight-line
method over the estimated useful lives of each item of property, plant and equipment. Leased assets are depreciated
on the lower of the lease period or the useful lives.

The estimated useful lives of items of property, plant and equipment are as follow:

Iltem Useful Life ltem Useful Life
Buildings 3%-5% Internal roads 10%
Water extensions 10% Electricity extensions 7%
Transportation means 10% - 25% Furniture and fixtures 10% - 20%

Units of production
method
Additional plant and equipment 3% -7% =

. —
P .v‘_ln‘ :../; 3"\
The Company reviews the methods of depreciation ,useful lives and the residual values of property, pfant and S
equipment at the end of each financial year and if there is a difference, it is treated as changes in the ﬂjjg"{ ‘ ‘,:L;EL\‘
estimates (in the year of change and subsequent years). \ < BT A
10 (\;}" Ao dplanie

Major plant and equipment Tools 10% - 25%




NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

3 Significant accounting policies...(Continued)
3.6. Capital projects in progress

Assets under construction or development are capitalized within the capital projects in progress account. Assets under
construction or development are transferred to the appropriate category within property, plant and equipment or
investment properties (according to the nature of these businesses) when the assets are delivered to their location
and/or condition necessary for their intended use by the management.

The cost of an item of capital projects in progress represents the construction/development cost and any other costs
directly related to the costs of constructing or acquiring an item as intended by management.

Capital projects in progress are measured at cost less any recognized impairment. Capital projects in progress are not
subject to depreciation. Depreciation begins only when the assets can be used as intended by management. It is then
transferred to the appropriate asset class.

3.7, Inventories

Inventories are shown at cost or net realizable value, whichever is lower, after deducting the provision for any obsolete
or slow moving inventory. The company currently uses the weighted average method for Inventories cost valuation,
(except for the complete production of gypsum during the annual physical count), which is permitted by the standard.

Costs represent all expenses incurred to bring each product to its present location and condition, and are calculated on
the following basis:

* Raw materials, consumables and spare parts: Purchase cost on a weighted average basis.
+ Production in progress and finished goods: direct material and labor cost plus overheads.

Spare parts
Spare parts are the interchangeable parts of property, plant and equipment that are necessary to support routine
maintenance and overhaul of plant and equipment or its emergency use for repairs.

Strategic spare parts (within property, plant and equipment)

The company maintains strategic and reserve spare parts inventory for its plants. The management aims to maintain for
periods more than one year. The management believes that all spare parts will be provided with future economic
benefits from the future use of all property, plant and equipment. The management reviews spare parts that are in
reserve equipment, which should be available as needed and depreciated with the estimated useful life of the
associated asset.

3.8. Investments in associates

Associates are those entities in which the company has significant influence, but not control, over the financial and
operating poiicies. The company's investments in its associates are accounted for using the equity method of
accounting from the date of such influence. In the event of non-temporary impairment of investments, the cost of
investment is reduced and the impairment is recorded in the statement of profit or loss and other comprehensive
income for the year.

When the company's losses exceed the investment values in the investee associate companies, the book value of
investment is reduced to nil and no other losses are charged except for the existence of legal or guarantor obligations
of the obligations of the investee.

3.8 Investments in equity instruments held at fair value through other comprehensive income

Investments in equity instruments held at fair value through other comprehensive income represent investme
ordinary shares of entities that are not under the control of the Company and over which the Company's manag mepl‘-. .
has no significant influence. (AL
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

3. Significant accounting policies...(Continued)
3.9. Investments in equity instruments held at fair value through other comprehensive income(Continued)

The investment is recognized when it is acquired at cost and is subsequently modified to reflect the changes in the fair
value of the investment as on the date of the statement of financial position, the difference is recognized in other
comprehensive income through the statement of profit or loss and other comprehensive income. The fair value is
determined by reference to the market value if an active market exists. In the absence of an active market, the fair
value is determined through other indicators. Otherwise, cost, less impairment losses, is considered fair value. Profits
on investments are recognized when the right to obtain/ receive dividend payments within the income, uniess the
dividends clearly represent a recovery of part of the investment cost.

3.10. Financial assets held at fair value through profit and loss

Financial assets held at fair value through profit or loss are represented by investments in financing funds managed by
locally approved entities. The investment is recognized when it is acquired at cost and is subsequently modified to
reflect the changes in the fair value of the investment as on the date of the statement of financial position, the difference
is recognized in other comprehensive income through the statement of profit or loss and other comprehensive income.
The fair value is determined by reference to the market value if an active market exists. In the absence of an active
market, the fair value is determined through other indicators. Otherwise, cost, less impairment losses, is considered fair
vaiue. Profits on investments are recognized when the right to abtain/ receive dividend payments within the income,
unless the dividends clearly represent a recovery of part of the investment cost.

3.11.  Related parties
Transactions with related parties comprise : transfer of resources, services, obligations or financing between the
company and the related party, regardless of whether such transactions are carried out on terms that are similar to

those prevailing in an arm length basis or not.

A persen related to the company is deemed to be a kin of that person's family:

One of the senior management personnel in the company

s Has a joint influence or control over the company

« Has an important impact on the decisions and trends of the company

e Senior management personnel are those persons who have the authority and responsibility to plan, direct and
control the activities of the company, directly or indirectly, including any manager, whether executive or otherwise.

An entity is considered to be related to the company if:

» The entity and the company are members of the same group or owned by joint owners

« The entity is an associate or owned to the company

« The fact that the entity is controlied by the company, or vice versa, or the entity and the company are subject to
joint control.

3.12, Right-of-use assets and obligations of leases

A) right-of-use assets

The lease is recognized as a right-of-use asset with its corresponding obligations on the date on which the leased asset
becomes ready for use by the company. Each payment of the lease is allocated between the obligations and the cost of
financing. The cost of financing is recognized in the statement of profits or losses over the term of the lease. /‘ T

/ vx.__._-/- -4

Right-of-use assets are depreciated over shorter the useful life of the asset and the term of the lease, on a straight- Hne-‘ Nt
basis. Depreciation begins on the lease commencement date. At
| PITT O
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

3. Significant accounting policies...(Continued)
3.12. Right-of-use assets and obligations of leases...(Continued)

Right-to-use assets are initially measured at cost and consist of the followings:

« The initial measurement amount for the lease obligation,

« Any lease payments made on or before the lease commencement date less any lease incentives received,
« Any initial direct costs, and

» Costs of recovery, where applicable.

It is subsequently measured at cost less accumulated depreciation and accumulated impairment losses

Right-of-use assets are presented in a separate line item in the statement of financial position.

B) Obligations of leases

On the commencement date of the lease, the company records the rental obligations measured at the present value of
lease payments made over the term of the lease. Rent payments include fixed payments (including fixed payments in
substance) less any receivable rental incentives, variable rental payments that are index or rate based, and amounts
expected to be paid under residual value guarantees. Lease payments include the price of exercising a purchase option
when there is reasonable certainty that the company will exercise this right in addition to the lease termination fines
payments in the event that the terms of the lease stipulate that the company exercises the option to cancel. Regarding,
variable rent payments that are not dependent on an indication or rate, are recorded as an expense in the period in
which the payment is made. Lease payments are deducted using the interest rate included in the lease agreement or
the company's incremental borrowing rate. The rental obligation is presented in a separate line item in the statement of
financial position.

C) Short-term leases and impaired assets

Short-term leases are contracts with a lease term of 12 months or less, Impaired assets are items that do not meet the
company's capitalization limits and are not material to the company's statement of financial position as a whole.
Payments for short-term leases and leases with impaired assets are recognized on a straight line basis in the statement
of profits or losses.

D) Variable lease payments
Certain leases include variable payments related to the use / performance of the leased asset These assets
are recognized in the statement of profits or losses

3.13.  Financial instruments
The company has applied the classification and measurement requirements for financial instruments.

Recognition of financial assets

The financial asset and liability are recognized when the company becomes a party to the contractual obligations of the
instrument, and this is generally done at the trading date. The company derecognizes financial assets when the
contractual cash fiows of those assets expire or when the company transfers the right to obtain contractual cash flows
from the financial asset in a transaction in which all the risks and rewards of ownership of the financial assets are
transferred substantially. Any interest resulting from the transferred financial assets that the company creates or
maintains are recognized as separate assets or liabilities.

De-recognition

Upon disposal of a financial asset, the difference between the carrying amount and the total of (1) the consideration
amount received (including any newly acquired asset after deducting any newly assumed liabilities) (2) any
accumulated profits or losses recognized in the statement of other comprehensive income , is recognized within profit
or loss. However, with respect to equity shares classified as fair value through other comprehensive income, any
accumulated profit / loss recognized in the statement of other comprehensive income is de-recognized in the profit or
loss when de-recognized. A financial liability is derecognized from the statement of financial position when ‘the
Company has discharged its obligation or the contract has been canceled or expired. =
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

3. Significant accounting policies... (Continued)
3.13.  Financial instruments... (Continued)

Classification of financial instruments
Assets that are measured at amortized cost, or

The fair value through profit or loss, or
Fair value through other comprehensive income - investment in equity instruments.

The classification is based on the Company's business model for managing financial instruments and the contractual
terms of cash flows for financial assets

Financial assets are not reclassified subsequent to the initial measurement uniess the company changes the business
model for managing financial assets in this case, all financial assets that will be affected by that are reclassified on the
first day of the first financial period following the change in the business model.

Financial assets are measured at amortized cost if the following two conditions are met, and they are not recognized as
financial assets at fair value through profit or loss:

It is maintained through a business model that aims to hold assets to collect contractual cash flows, or
The contractual terms lead to entering into specific dates for cash flows, which represent the principal amount and the
interest of the outstanding principal amount.

Upon initial measurement of investments in financial instruments that are not held by the Company for the purpose of
trading, the Company can choose to display any subsequent changes in the fair value of these investments in the
statement of other comprehensive income. This selection is made on a per-investment basis.

Any other financial assets that are not classified and measured at amortized cost or fair value through other
comprehensive income as indicated above are measured at fair value through profit or loss.

- Financial assets - subsequent measurement - profit or loss / accounting policy:

Financiai assets at These assets are subsequently measured at amortized cost using the effective interest

amortized cost method. The amortized cost is reduced by impairment losses (see below). Interest
income, foreign exchange gains and losses and impairment in value are recognized in
profit or loss. Any gain or loss is recognized in profit or loss.

Equity instru_ments at Subsequent measurement of these assets is carried at fair value. Dividends are
FVOCI (Equity recognized as revenues in the statement of profit or loss, unless these dividends
instruments investments)  represent recoverable amounts for part of the investment cost.

Any other profits or losses are recognized in the statement of other comprehensive
income and shall not be reclassified to the statement of profit or loss.

Financial assets at FVTPL  All assets are classified as measured at fair value through the statement of profit or loss,
such as shares held for trading, which are not classified on the basis of fair value through
other comprehensive income. Subsequent measurement of these assets is carried at fair
value. Net profits or losses, including any benefits or dividends are recognized in the
statement of profits or loss.

Financial liabilities
Financial liabilities are classified according to the contractual arrangements, which also include creditors, the amounts
payable and loans. All financial obligations are initially measured at fair value, after the initial recognition, the direct

transaction costs are recorded at amortized cost using the effective commission rate over the life of the instrument and __

are recognized in the statement of profit or loss and other comprehensive income. Loans are classified under gufrent: ~£‘,\

liabilities unless the Company has an unconditional right to defer payment for a period of at least 12 monthﬁéfol“éf'tﬁé'/

statement of financial position date. k '-‘;\,}‘_'.. \
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

3. Significant accounting policies... (Continued)

3.13. Financial instruments... (Continued)

Offsetting of financial instruments

Offsetting between financial assets and liabilities and the net amounts determined in the financial statements takes
place when there is a legally enforceable right to set off those included amounts, as well as when the Group has an
intention to settle them on a net basis or sell the assets to pay the liabilities simultaneously.

Impairment

Impairment of financial assets

IFRS 9 states that, the entity is required to follow an Expected Credit Loss ("ECL") model for the impairment of financial
assets. For account receivables, the company applies the simplified approach, which requires expected lifetime losses
to be recognized from initial recognition of receivables. Expected loss rates were derived from the historical information
of the company and are adjusted to reflect the expected future outcome.

3.14, Impairment of non-financial assets

At each reporting date, the carrying amounts of the Company's non-financial assets are reviewed to determine whether
there is any indication of impairment. If any such indication exists, then the asset's recoverable amount is estimated.

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount, which is
the higher of its fair value less costs of disposal and its value in use. The recoverable amount is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those from other
assets or groups of assets. When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is
considered impaired and is written down to the recoverable amount. In determining fair value less costs of disposal,
recent market transactions are taken into account. If no such transactions can be identified, an appropriate valuation
mode! is used. The value in use is based on a discounted cash flow (DCF) model, whereby the future expected cash
flows discounted using a pre-tax discount rate that reflects current market assessments of the time value of money and
risks specific to the asset.

The losses arising from impairment are recognized in the consolidated statement of profit or loss. Impairment losses
recognized in respect of CGUs are allocated first to reduce the carrying amount of any goodwill allocated to the units,
and then to reduce the carrying amounts of the other assets in the unit (group of units) on a pro rata basis.

An assessment is conducted at each reporting date to determine whether there is an evidence of impairment loss
previously recorded or curtailed. If such indication exists, the Group estimates the asset's or cash-generating unit's
recoverable amount. A previously recognized impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset's recoverable amount since the last impairment loss was recognized. The
reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceeds the
carrying amount that would have been determined, net of depreciation, had no impairment loss been recognized for the
asset in prior years. Such reversal is recognized in the statement of consolidated profit or loss.

Non-financial assets other than goodwill, if any, that suffered an impairment are reviewed for possible reversal of the
impairment at the end of each reporting period.

3.15. Provisions

A provision is recognized if the Company has a present (legal or constructive) obligations arising from previous events
and it is probable that an outflow of economic benefit will be required to settle the obligations, and can be measured
reliably. Provisions are determined by discounting the expected future cash flows at a rate that reflects current market
assessments of the time value of money and the risks specific to this liability.

3.16. Cash and cash equivalents

without restrictions. The statement of cash flows is prepared according to the indirect method.
15




NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

3. Significant accounting policies... (Continued)

3.17.  Accounts payable and accruals

Trade payables are recognized for amounts payable in the future for goods and services received, whether or not billed
by suppliers.

3.18.  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:it is

« |tis expected to be settled in the normal operating cycle

» |tis held primarily for the purpose of trading

« ltis due to be settled within twelve months after the reporting period, or

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

All other liabilities are classified as non-current.
3.19. Expenses

Production costs of direct and indirect expenses related to production are classified as cost of sales. All other expenses
are classified as general and administrative or selling and distribution expenses.

3.20. Borrowing costs

Borrowing costs directly attributable to production of qualifying assets, which is required a period of time to be ready for
required usage when all necessary activities are completed that related to preparation of the qualified asset for its
intended use. All other borrowing costs are recognized as an expense and charged to the statement of profits or losses
and other comprehensive income in the period in which they are incurred (IAS 23). The Company does not have any
such costs to be capitalized in the current year.

3.21. Segment information

The company's main business is the manufacture and production of gypsum inside the Kingdom of Saudi Arabia,
therefore it provides reports on the operating segments in different geographical areas within the Kingdom of Saudi
Arabia.

3.22.  Earnings per share

Basic earnings per share and diluted earnings per share (if any) are presented for ordinary shares, where basic
earnings per share is calculated by dividing the profit or loss of the ordinary shareholders of the company by the
weighted average number of ordinary shares outstanding during the year, adjusted for the number of ordinary shares
repurchased or issued during the period. Diluted earnings per share is calculated by adjusting the profit or loss gt "‘:-'1-",‘;..
ordinary shareholders of the company and the weighted average number of shares outstanding during the 97&2'5"‘\
the effects of all the diluted ordinary shares that are likely to be Issued. r ;_V N el
AL Yt Yy
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)
3. Significant accounting policies... (Continued)

3.23. Dividends

Final dividends are recorded in the financial statements in the period in which these dividends are approved by the
general assembly of shareholders.

4, Changes in significant accounting policies

New standards, interpretations and amendments applied by the company

The accounting policies adopted by the company in preparing the financial statements are consistent with those
followed in preparing the financial statements for the year ended 31 December 2021, and there are no new standards
that were issued, however, there are a number of amendments to the standards which are effective as of 1 January
2021, Which did not have a material impact on the financial statements,

Effective as of Amendments to Standards

1 January 2021 Amendments to IFRS 8, IAS 38 and IFRS 16 and IFRS 4 -.Phase I
(Interest Rate Correction)

Standards issued and not yet effective

Standards and amendments issued but not yet effective up to the date of issuance of the financial statements are listed
below, The company does not expect a material impact on the financial statements if the below standards and
amendments are applied,

Effective for annual periods
Starting from or after New standards or amendments

Onerous contracts - Cost of contact completion (Amendments to IAS37)

Annual changes to IFRS standards
1 January 2022 Property, plant and equipment: Proceeds before Intended Use
(Amendments to JAS 16)

Reference to the conceptual framework (amendment to IFRS 3)

Amendments to IAS 1 "Presentation of Financial Statements" on theclassification
1 January 2023 of liabilities

IFRS 17 - Insurance contracts and amendment to IFRS 17 - Insurancecontracts

Available for optional | Sale or Contribution of Assets between an Investor and its Associateor Joint
adoption / effective Venture (Amendments to IFRS 10 and IAS 28)

date deferred indefinitely

5, Property, plant and equipment - net
As at December 31,  As at December 31,
2021 2020

Property, plant and equipment (note 5.1) 206,472,140 212,139,117
Add:
Strategic spare parts (note 5.2) 16,471,431 17,607,558
Capital projects in process (note 5.3) 42,722,949 42,613,826

265,666,520 272,360,501

74
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

5. Property, plant and equipment - net...(Continued)
5.2. Strategic spare parts - net

As at December 31 As at December 31

2021 2020

At the beginning of the year 17,607,558 18,202,267
Disposals during the year (396,519) (584,708)
At the end of the year 17,211,039 17,607,558
Accumulated Depreciation
At the beginning of the year - -
Charged during the year 739,608 -
At the end of the year 739,608 -
Net book value 16,471,431 17,607,558

5.3. Capital projects in progress

The capital projects in progress represent in the amount spent on the installation and operation of the Alpha and Beta
Factory in Dammam. 85% of the installation work in the factory has been completed, and the month of March 2020 has
been set for trial operation with continuing of the rest of the installations for important devices, but due to the global
situation of the Corona pandemic, and the suspension of most activities, the rest of the factory's work has been
postponed until 2022.

The carrying value of property, plant and equipment is reviewed to ensure that there is no impairment when events or
changes in circumstances indicate that the carrying value may not be recoverable. If such evidence exists and the
carrying amount exceeds the recoverable amount, the value of property, plant and equipment is decreased to the
recoverable amount, which is the greater of the fair value of the asset less the selling costs or the present value of the
cash flows estimated future benefits for those assets.

Repair and maintenance expenses are charged to the statement of profit or loss and other comprehensive income.
Improvements that materially extend the value or estimated life of the asset are capitalized.

- The residual values or useful lives and method of depreciation are reviewed at the end of each financial year, and
the effect of changes in estimate is calculated on a future basis.

Strategic spare parts within property, plant and equipment are recognized at cost.

6. Investments in associates

The investments in an associate company represent in the investment in the Qatar Gypsum Company as follows:

Main business Country of Shareholding As at As at
sector incorporation % December 31, December 31,
2021 2020
Basic materials Qatar 33.24%
Balance at beginning of the year 32,554,664 33,578,377
Company's share of the associate's
net income 981,469 440,155
Dividend (996,978) -
Company's share of the associate's
other comprehensive income* 1,496,469 (1,463,868)
Balance at end of the year 34:“3&52.4,_. - 32,554,664

LT a:-",
* The balance of the reserve for revaluation of investments through other comprehensive Anéorfie of the
companies by the company is amounted to SR. 10,034,208 g
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

6. Investments in associates...(Continued)

The following are the condensed financial statements of the associate company based on the audited financial
statements:

Total other
Net profit for comprehensiv
2021 Assets Liabilities Total revenue the year e income
Qatar Gypsum Company 105,224,050 3,256,222 3,695,451 2,941,166 7,425,640
Total other
Net profitfor comprehensiv
202 Assets Liabilities Total revenue the year e income
Qatar Gypsum Company 101,710,103 4,162,832 4,212,218 1,319,016 (3,067,763)
7. investments in equity instruments at fair value through other comprehensive income
No, of shares as at Balance as at
December 31, December 31, December31, December 31,
2021 2020 2021 2020
Investments in stocks
Tabuk cement company (note 7.1) 77,142 77,142 1,346,900 1,314,500
Kayan Petrochemical Company (note 7.2) 500,000 1,000,000 8,510,000 14,300,000
Al Madinah Investments - Amman (note 7.3) 733,515 2,170,695 343,207 487,168
Saudi Arabian Oil Company (Aramco) (note 7.4) 300,000 300,000 10,740,000 10,500,000
Al Rajhi Bank {note 7.5) 37,574 135,074 5,327,993 9,841,446
Methanol Chemicals Company (note 7.6) 249,770 - 8,991,720 -
ACWA Power Company (note 7.7) 253 - 21,252 -

35,281,072 36,543,114

7.1. Tabuk Cement Company (a Saudi joint stock company listed on the stock market) (Tadawul) in which the company
owns 77,142 shares. The company has re-evaluated the balance of that investment at fair value according to the market
price as on December 31, 2021, where the share price on that date was SAR 17,46 per share (On December 31, 2020,
at SR. 17,04 per share).

7.2. Kayan Petrochemicals - is a Saudi joint stock company listed on the stock exchange (Tadawul) in which the
company owns one million shares. During the year 2021, the company sold 500,000 shares for the amount of SR.
8,892,267 and achieved profits amounting to SR. 4,346,263 It was included in the statement of changes in shareholders’
equity, bringing the number of the cempany's shares to 500,000 shares. The company has re-evaluated the balance of
that investment at fair value according to the market price as at December 31, 2021, where the share price on that date
was SR. 17,02 per share (on December 31, 2020 at SR. 14.3 per share).

7.3. Al-Madina Investment-/formerly Gulf Industrial Investment Company/Oman (an Omani joint stock company listed on
the Omani stock market) (Tadawul) and the company owns 2,170,695 shares. During the year 2021, the company
disposed 1,437,180 shares as a result of the capital decrease in the investee company, and incurred losses amounting
to SR.2,927,007, which were included in the statement of changes in shareholders’ equity, bringing the number of shares
owned by the company to 733,515 shares and the company has re-evaluated the balance of that investment at fair value
according to the market price is as at December 31, 2021, whereas the share price on that date amounted to SR. 0.468
per share (at December 31, 2020 SR . 0.224 per share).

7.4. Saudi Arabian Oil Company (Aramco) (a Saudi joint stock company listed on the stock market) (Tadawul) ; énd the -
company owns 300,000 shares, and the company has re-evaluated the balance of that investment at fair value acco,rc[mg L&
to the market price as at December 31, 2021, whereas the share price at that date amounted to SR 35,8 per: sha:a g&t
December 31, 2020 SR 35 per share). \ 2yt
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

7. Investments in equity instruments at fair value through other comprehensive income...(Continued)

7.5. Rajhi Bank (a Saudi joint stock company listed on the stock market) (Tadawul) and the company owns 135,074
shares, During the year 2021, the company sold 97,500 shares at an amount of SR. 10,424,268 and achieved profits
amounting to SR. 4,672,743 included in the statement of changes in shareholders’ equity, bringing the number of shares
owned by the company 37,574 shares and the company re-evaluated the balance of that investment at fair value
according to the market price as at December 31, 2021, whereas the share price at that date amounted to SR 141.8 per
share (at December 31, 2020, SR 73.6 per share).

7.6. During the year of 2021, the company purchased 249,770 shares for an amount of SR. 9,176,333 in the Methanol
Chemicals Company, a Saudi joint stock company listed on the stock exchange (Tadawul). The company has re-
evaluated the balance of that investment at fair value according to the market price as on December 31, 2021, where the
share price on that date was SR. 36 per share.

7.7. During the year of 2021, the company purchased 253 shares for an amount of SR. 14,167 in the ACWA Power
Company, a Saudi joint stock company listed on the stock exchange (Tadawul). The company has re-evaluated the
balance of that investment at fair value according to the market price as on December 31, 2021, where the share price
on that date was SR. 84 per share.

Investments in equity classified as FVOCI are not held for trading, but instead, are held for medium to long-term strategic
purposes. Accordingly, management has elected to classify these equity investments at fair value through Other
comprehensive income because the recognition of short-term fiuctuations in the fair value of these investments in net
income will not be in line with the company's strategy of saving these investments for long-term purposes and achieving
their potential performance in the long term.

The movement of investment during the year was as follows:

December 31, 2021 December 31, 2020
Balance at the beginning of the year 36,543,114 23,295,692
Additions during the year 9,190,500 7,968,159
Net unrealized gain of fair value 9,863,993 5,279,263
Disposals during the year (20,316,535) -
Balance at the end of the year 35,281,072 36,543,114

The movement of fair value reserve for investments at fair value through other comprehensive income is as
follows:

December 31, 2021 December 31, 2020

Balance at the beginning of the year 3,240,850 (2,038,313)
Net unrealized gain of fair value 9,863,993 5,279,263
Reclassification of net gains of sale and disposal of investments at

fair value through other comprehensive income (6,091,899) -
Balance at the end of the year 7,012,944 3,240,950
8. Financial assets held at fair value through profit or loss

The company invested an amount of SR. 10 million in an indirect financing fund closed with Riyad Capital pé'ﬁbhﬂy

The investment stated at cost because its fair value cannot be measured reliably, v
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021

(All amounts in Saudi Riyals uniess otherwise stated)

9. Lease contracts

Right to use assets

Balance at the beginning of the year
Impact of the of the IFRS 18.

Less: Depreciation for application the year
Right to Use Assets (Net)

Lease liabilities

The present value of the obligation at the beginning of the year
Impact of the of the IFRS 16.

Paid during the year

Paid in advance for year of 2022
Interest charged for the year

Current portion - of lease obligations
Non-current portion - of lease obligations

Balance at the end of the year

10. Inventories — Net

Materiai
Complete production and under operation
Spare parts

fuel and other
Provision for slow moving inventory (note 10.1)

Total

December 31, 2021

December 31, 2020

(Restated)

8,087,633 -
8,611,165

(543,532) (543,532)
7,524,101 8,067,633
7,963,277 B
- 8,611,165
(647,888) (647,888)
(647,888) -
18,871 -
6,686,372 7,963,277
- 629,017
6,686,372 7,334,260
6,686,372 7,963,277

December 31, 2021

December 31, 2020

17,935,824 19,299,683
2,688,283 3,082,989
2,209,199 2,284,922
3,687,488 4,854,053
(444,721) (160,148)

25,986,073 29,361,499

10.1.  Movement in provision for slow moving inventories during the year:

Balance at the beginning of the year
Provided during the year
Balance at the end of the year

11, Trade receivables - net
Trade receivables .-f'"‘—"";;. :
Provision for expected credit losses (note 11.1) N P

Trade receivables - net

e,
2N
= —)

December 31, 2021

December 31, 2020

160,148 160,148
284,573 -
444,721 160,148

~,

i

* -1 “\December 31, 2021

December 31, 2020

30,515,897 18,481,522
(748,833) (748,833)
29,767,064 17,732,689




NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

11. Trade receivables - net...(Continued)

11.1.  Movement in provision for expected credit losses during the year:

December 31, 2021

Dece r31, 2020

Balance at the beginning of the year 748,833 461,917
Provided during the year - 286,916
Balance at the end of the year 748,833 748,833
12 Prepaid expenses and other receivables

December 31, 2021

December 31, 2020

Advance payments to suppliers and contractors 3,170,802 1,260,655
Prepaid expenses 572,942 1,452,164
Accrued revenue 1,052,567 945,801
Employees' receivables 735,054 610,870
Other receivables - 54,001
Provision for expected credit losses (note 12.1) (168,839) -
Total 5,362,526 4,323,591
12.1. Movement in the provision for expected credit losses during the year

Balance at the beginning of the year

Provided during the year -
Balance at the end of the year 168,839 -
13. Cash and cash equivalents
December 31, 2021 December 31, 2020

Cash on hand 94,521 168,502
Cash at banks 82,192,756 87,648,694
Cash at the investment portfolio 4,888,437 105,540
Checks under collection 800,000 4,600,000

87,975,714 92,522,736

December 31, 2021

168,839

December 31, 2020

14. Share Capital

As at December 31, 2021, the company's capital is amounting to SR. 316,666,667 (December 31, 2020: SR.
316,866,667) authorized, subscribed and fully paid, divided into 31,666,667 shares (December 31, 2020: 31,666,667
shares), of SR, 10 each.

18. Statutory Reserve

In accordance with Companies Regulations in Saudi Arabia and the Company’s By-Laws, the Company is requi ‘§:>
transfer 10% of its net annual income to a statutory reserve. According to the By-Laws, the Company may olveto- /""

discontinue such transfers when the reserve totals 30% of the share capital. As such condition is achieved, the Company 7.7
decided to stop such transfers and this reserve is not available for distribution. Vi A
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NATIONAL GYPSUM COMPANY

(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

186. Employees’ defined benefits obligations

In application of International Accounting Standard No. 19, the company has appointed an independent actuarial
evaluator (SIGNITY CONSULTING) to provide an actuarial valuation to measure the company's employee benefit
obligations as follows:

December 31, 2021 December 31, 2020
3,148,331 3,670,425

The present value of the employee benefit obligation

The movement of employee benefit obligations during the financial year ended December 31 is as follows:

December 31, 2021 December 31, 2020
Balance at beginning of the year 3,670,425 3,245,880
Current service cost 424,188 1,420,040
Interest charged for the year 110,113 §7,804
(Profits) / losses re-measurement of the obligation (641,774) 143,287
Paid during the year (414,621) (1,236,596)
Balance at the end of the year 3,148,331 3,670,425

The following are the most significant actuarial assumptions used to calculate the present value of employee benefits:

December 31, 2021 December 31, 2020
Discount rate -0.5% 83,038 3,726,069
Discount rate +0.5% (78,612) 3,615,998
Long-term salary increment -0.5% (79,515) 3,633,617
Long-term salary increment +0.5% 84,120 3,707,712

Although the above analysis does not take into account the full distribution of expected cash flows, management
believes that it provides a reasonable representation of the sensitivity assumptions shown.

The company pays the end of service to its employees in accordance with the provisions of the labor law in the Kingdom
of Saudi Arabia. The entitiement to these benefits depends on the employee's final salary, length of service, and
completion of a minimum service period. End of service is paid to the employee when the work stops.

17. Trade payables

December 31, 2021 December 31, 2020
Suppiiers 1,911,280 3,428,591
Advance payments from customers 1,329,760 291,538
Total 3,241,040 3,720,129
18. Accrued expenses and dividend payables
December 31, 2021 December 31, 2020
(Restated)
Accrued expenses 1,858,082 4,352 170
Remuneration of board members 1,800,000 2,250,000
Dividend payable 5,945,018 5,856,585
Deposits with third parties - 246,100
Other payables balances 345,730 466,904
Value added tax (VAT) - payable §: S v 824,462 330,565
Total i 10,774,302 13,602,324




NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

19. Zakat
19.1. The Zakat calculation are as follows:

December 31, 2021 December 31, 2020

Total items subject to zakat 462,624,880 449,972,118
Total items not subject to zakat (352,507,317) (338,166,634)
Zakat base 110,117,563 111,805,484
Zakat base for the year* (The base 354/365 days) 113,538,295 115,595,484
adjusted net profit 23,664,849 42,528,016
Adjusted Zakat Base 137,204,144 158,123,500
Zakat payable at 2,5% 3,430,104 3,953,088

- The zakat payable is calculated at 2.5% of the zakat base or from the adjusted net profit for the year, whichever is
higher.

Zakat was calculated in proportion to the number of days of the financial year according to the period of the financial
statements attributable to the number of the lunar year 354 days after excluding the profits and losses of the year
because it pertains to the period, based on Article Fourteen of the new Zakat levy Regulations issued by Ministerial
Resolution No. (2216) dated 7/7/1440H.

19.2. Movement of zakat Provision

December 31, 2021 December 31, 2020
Balance at beginning of the year 3,853,088 3,602,492
Less: Zakat paid during the year (3,953,088) (3,602,492)
Zakat payable for the year 3,430,104 3,953,088
Balance at the end of the year 3,430,104 3,953,088

19.3. Zakat status

- The company finalized its zakat status with the Zakat, Tax and Customs Authority (ZATCA) until the year 2013.

- The company submitted its zakat returns until the year 2020, and paid the zakat payable, and where the authority
issued a re-assessment of zakat for the years from 2014 to 2018, in which the company demanded the payment of
zakat differences amounting to SR. 211,129, and the company paid these differences.

- The company submitted its returns for the year 2020 and obtained Certificate No. 1110671795 dated 18/08/1442 H,
valid until 28/09/1443 H (corresponding to April 30, 2022).

- The company has registered for value added tax (VAT) in the Kingdom of Saudi Arabia in line with the regulations of
the Zakat, Tax and Customs Authority (ZATCA) in the Kingdom of Saudi Arabia and has submitted all its returns on
the statutory dates during the year of 2021.

20. Dividends

The Company's Ordinary General Assembly No. (56), held on May 5, 2021 corresponding to Ramadan 23, 1442 H,
approved cash dividends with amount of SR. 19,000,000 at 60 Hal alas per share, equivalent 6% of the company's
capital, A reward of SR. 2,250,000 was paid to the members of the board of directors, which was included in general and
administrative expenses (note 23), provided that the priority is for the shareholders who own shares at the end of trading
on the day of the general assembly meeting and who are registered in the company's shareholdemwh the
Securities Depository Center Company (Depository Center) at the end of the second trading day ;Olld%‘ﬂ}eﬁﬁam‘rity
date, provided that the dividend is distributed on May 23, 2021. v e 4 T AR L
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021

(All amounts in Saudi Riyals unless otherwise stated)

21. Revenue
Sales
Sales discount

Revenue classification:

A- Classification by product:

Gypsum
Gypsum walls

December 31, 2021

December 31, 2020

81,872,905 113,946,966
(6,313,869) (10,187,837)
85,559,036 103,758,129

December 31, 2021

December 31, 2020

80,326,939 108,646,872
1,545,966 5,300,004
91,872,905 113,946,966

- The company has two main clients whose purchases amounted to 59% of the company's total sales.

22, Selling and distribution expenses

Employee salaries and other benefits
Maintenance and repair

Depreciation

Others

Total

23. General and administrative expenses

Employee salaries and other benefits

Professional and legal fees

Remuneration of the board of directors and committees (note 28)
Depreciation

Expected credit losses

Maintenance and repair

Electricity and water

Fees and subscriptions

Otnhers

24, Earnings per share

December 31, 2021

December 31, 2020

2,652,549 2,310,619
130,611 203,011
202,418 97,536
651,569 1,666,109

3,637,145 4,277,275

December 31, 2021

December 31, 2020

(Restated)
3,340,763 3,001,045
206,250 292,175
3,095,450 3,496,839
675,568 613,390
168,839 286,916
190,482 82,233
110,066 150,655
404,010 435,039
297,663 331,659
8,489,091 8,689,751

Earnings per share was calculated based on net income for the year divided by the weighted average number of
outstanding shares at the end of the year amounting to 31,666,667 ordinary shares (December 31, 2020: 31,666,667
shares). Jo—

25, Segment reporting /

The company is managed as a single operating sector in the production of gypsum of all kinds. The company opermes ..'_‘- 255

in the Kingdom of Saudi Arabia. The Company's activities detail are as follows: \irse s e lallng
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

26. Previous years adjustments

During the year of 2021, the company made some retroactive adjustments in the current year. Therefore, the
comparative figures for the year ending December 31, 2020 and prior that were adjusted as follows:

Incentive and discounts for some nb clients for previous years' sales, as well as the Board of Directors' remuneration for
the year 2020 and 2018 have been recognized in the profit or loss statement and closing of other receivables balances
related to customs duties.

The right to use assets for lease contracts for one of the company's factories and the company's quarries, which are

leased from the Ministry of Energy, was also recognized.

As previously
reported December 31,
December 31, 2020
2020 Adjustments Reclassification (Restated)
Statement of financial position:
Non-current assets
Property, plant and equipment - net 274,644,986 - (2,284,485) 272,360,501
Right to use assets - 8,067,633 - 8,067,633
Current assets
Trade receivables - net 25,963,776 (8,231,087) - 17,732,689
Prepeaid expenses and other receivable
balances 6,173,575 {1,744,444) (105,540) 4,323,591
Cash and cash equivalents 92,417,196 - 105,540 92,522,736
Inventory 27,115,775 - 2,245 724 29,361,499
Non-current liabilities
Lease obligations - non-current portion - 7,334,260 - 7,334,260
Current liabilities
Accrued expenses and dividend payable 5,434,500 2,250,000 5,817,824 13,602,324
Dividend payable 5,956,585 - (5,956,585) -
Lease obligations - current portion - 629,017 - 629,017
Shareholders' equity
Retained aamings 48,081,886 (1 2,121, 175) = 35,960,711
viousl
reported December 31,
December 31, 2020
2020 Adjustments Reclassification (Restated)
Statement of profit or loss and other
comprehensive income:
Revenue - net 107,054,072 (3,294,943) - 103,759,129
Cost of revenue (55,249,566) 104,356 58,682 (55 086,528)
General and administrative expenses (6,478,873) (2,250,000) 39 132& B M?Sﬂ
Financing costs - B (97, 964) & \‘ (97, 504)
Net profit for the year 37,210,323 (5,440,587) i \-'_'-"f '| }x \31 769 736
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

26. Previous years adjustments...(Continued)
As previously
reported December 31,
December 31, 2020
2020 Adjustments Reclassification (Restated)

Statement of financial position:
Non-current assets

Property, plant and equipment - net 277,688,216 - (2,529,287) 275,158,929
Current assets

Trade receivables - net 26,225,829 (4,936,144) - 21,289,685
Prepaid expenses and other receivable

balances 7,635,188 (1,744,444) - 5,890,744
Inventory 31,645,650 - 2,529,287 34,174,937
Current liabilities

Accrued expenses and dividend payable 3,075,581 1,800,000 5,970,153 10,845,734
Dividend payable 5,970,153 - (5.970,153) -
Shareholders' equity

Retained earnings 23,754.898 (8,480.588) - 15,274,308
27, Contingent liabilities and capital commitments

The company has bank guarantee letters issued to third parties as at December 31, 2021, amounting to SR. 1.7 million
(December 31, 2020: SR. 1.7 million).

28. Transactions with related parties

Transactions with related parties mainly represent salaries, allowances and remunerations for senior executives' staff.
Senior management personnel are persons who have the power and autherity to plan, direct and control the activities of
the company, directly or indirectly, including members of the board of directors and shareholders (whether executive or

otherwise).

The following is a statement of the total amounts that were included in the statement of profits or losses during the year:

December 31, 2021 December 31, 2020
Salaries and bonuses for senior management staff 854,450 787,639
Remuneration of members of the board of directors 1,800,000 2,250,000
Remuneration of committee members 150,000 150,000
Allowance for attending board meetings 150,000 165,000
Allowance for attending the company’s committee sessions 141,000 144,000
Total 3,095,450 3,496,639
29, Fair value of financial instruments TN

£ 'y _.’/.J

Fair value is the amount that would be received when an asset was sold or paid to transfer a liabiljt in an ¢ rderty \

transaction between market participants at the measurement date. The company's financial instru anl's e §t of |

financial assets and financial liabilities. _ o |
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

29. Fair value of financial instruments...(Continued)

The company’s financial assets consist of cash and cash equivalents, trade and other receivables and investments in
investment portfolios held for trading purposes, while the financial liabilities consist of term loans, trade payabies,
dividend payables and accrued expenses.

The fair value of financial instruments is not materially different from their carrying value, unless otherwise indicated.

The table below shows the book values and fair values of financial assets and liabilities including their levels in the fair
value hierarchy and does not include fair value information for financial assets and financial liabilities that are measured
at fair value if the book value reasonably approximates the fair value:

Book value Fair value
As at December 31, 2021 Level 1 Level 2 Level 3

Investments at fair value through
profit or loss 10,000,000 - - 10,000,000

Investments in equity instruments at
fair value through other
comprehensive income 35,281,072 35,281,072 - -

ece r 2020

Investments in equity instruments at
fair value through other
comprehensive income 36,543,114 36,543,114 - -

30. Financial risk management

Financial risk is part of the Company's activities and is managed through a process of determining its nature,
measurement and continuous monitoring, according to risk limits and other elements of control. The risk management
process is critical to the Company's continuing operations. The Company's activities expose it to a variety of financial
risks, which mainly include market risk, credit risk and liquidity risk.

30.1. Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in
market prices. Market risk consists of commission rate risk, currency risk and other price risk.

(A) Commission rate risk

Commissicn rate risk is the fluctuation of the fair value or financial instrument due to changes in market commission
rates. As on December 31, 2021, the company has bank facilities from a local bank to issue letters of guarantee and
credit to suppliers. Therefore, the company is not exposed to these risks.

(B) Currency risk

Currency risk represents the risk resulting from the fluctuation in the value of financial instruments as a result of changes
in foreign exchange rates. The Company is subject to fluctuations in foreign exchange rates during its normal business
cycle. The company did not perform any significant transactions in currencies other than the Saudi Riyal and the US
dollar during the year. Therefore, the company was not exposed to significant risks in other foreign currencies for the
year ending on December 31, 2021, as the change in the exchange rate of the Saudi riyal against the US dollar does not
represent a significant currency risk. /-f, SRR N
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

30. Financial risk management...(Continued)
30.2. Credit risk

Credit risk Is the risk related to the inability of one party, for a financial instrument, to meet its obligations, resulting in the
other party incurring a financial loss. The Company is exposed to credit risk arising from its operating activities mainly
from cash at banks and trade receivables (clients). The company deposits its funds in banks with high reliability and
creditworthiness, The Company also has a policy regarding the amount of funds deposited in each bank, and the
management does not expect the existence of significant credit risks resulting from this.

The management also does not expect the company to be exposed to significant credit risks from clients’ accounts,
since it has a wide base of clients that operate in different locations and in different activities, and it monitors the
outstanding receivables periodically and the company has made the necessary provision for the expected credit loss.

Credit risk on the company on the following balances:

December 31, 2021 December 31, 2020
Cash and cash equivalents 87,975,714 92,522,736
Trade receivables net 29,767,084 17,732,689

30.3. Liquidity risk

Liquidity risk is the risk that the company will encounter difficulty in meeting its financial obligations as they fall due.
Liquidity risk may result from the inability to sell a financial asset quickly at an amount close to its fair value. The
management works to ensure that sufficient funds are available to meet any obligations when they fall due.

The company's financial obligations consist of trade payables, accrued expenses, other payable balances and lease
obligations, The company works to reduce liquidity risk by making sure that bank facilities are available when needed,
knowing that the company has an abundance of cash at banks.

Company sales terms require payments to be made within 30 to 60 days of the sale date. Accounts payable is usually
paid within 30 to 80 days of the purchase date.

All accounts payable and due amounts do not bear any financing expenses, and payment is expected within 12 months
from the date of the company's financial statements.

31. Comparative figures
Certain figures for the comparison year have been reclassified to conform to the classification of the current year.
32, Corona pandemic

At the beginning of the year 2020, the new Corona pandemic (Covid-19) spread, causing disruption to business and
economic activities around the world, including the Kingdom of Saudi Arabia, and the Kingdom took many Precautionary
measures to confront all the negative consequences of that pandemic. This required the company's management to
reassess the main assumptions, estimates and sources applicable to the company's financial statements for the year
ended December 31, 2021.

During the year, and with the discovery of vaccines for this pandemic and the retreat of the effects resulting from that
pandemic, the management assessed all the effects on the operations and activities of the company, and based on this
evaluation there was no need to make any substantial adjustments to the company's financial statemen;safnr, the year
ending on December 31, 2021. The company continues to closely monitor the developments of this paﬁ%m
the management at this time is not aware of expected factors that it may change the impact pandemfc on the Hperanon§
of the company during or after 2021. (=% L‘\ . :
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NATIONAL GYPSUM COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021
(All amounts in Saudi Riyals unless otherwise stated)

33 Subsequent events

The management believes that there are no significant subsequent events from the statement of financial position date
on December 31, 2021 until the date of approving these financial statements that require adjustments or disclosures in
the financial statements.

34, Approval of the financial statements

These financial statements were approved by the Board of Directors on Sha'aban 26, 1443 H (corresponding to March
29, 2022).

32



