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INDEPENDENT AUDITOR’S REPORT ON REVIEW OF CONDENSED INTERIM
FINANCIAL STATEMENTS

To the shareholders

Saudi Cement Company

(A Saudi Join Stock Company)
Dammam - Kingdom of Saudi Arabia.

Introduction

We have reviewed the accompanying condensed interim financial statements of Saudi Cement Company
(A Saudi Joint Stock Company) (“the Company”) which comprises of interim statement of financial position
as at 30 September 2017, the related interim statements of Income and other comprehensive income for
the three months and nine months periods then ended, the changes in equity and cash flows for the nine
months period then ended, and a summary of significant accounting policies and selected notes from (1) to
(14).

Management is responsible for the preparation and presentation of these condensed interim financial
statements in accordance with IAS 34, “Interim Financial Reporting' that is endorsed in the Kingdom of
Saudi Arabia. Our responsibility is to express a conclusion on this condensed interim financial statements
based on our review.

Scope of review
We conducted our review in accordance with International Standard on Review Engagements 2410,

“Review of Interim Financial Information Performed by the Independent Auditor of the Entity” that are
endorsed in the Kingdom of Saudi Arabia. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit conducted in accordance
with International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion,

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim financial statements for the three months and nine months periods ended 30
September 2017 are not prepared, in all material respects, in accordance with IAS 34, ‘Interim Financial
Reporting' that is endorsed in the Kingdom of Saudi Arabia.

Other matter

The financial statements for the year ended 31 December 2016 and condensed interim financial
statements for the quarter ended 31 March 2017 were audited / reviewed by another auditor whose reports
dated 15 Jumada' 1438 H (corresponding to 12 February 2017) and 13 Sha'ban 1438H (corresponding to
09 May 2017) respectively, contained an unqualified opinion/conclusion thereon.

For Dr. Mohamed Al-Amri & Co.

M. Ahwmed

Dr. Mohamed A. Al-Amri
Certified Public Accountant
Registration No. 60

22 October 2017 G
02 Safar 1439 H




SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF FINANCIAL POSITION (UN-AUDITED)

As at 30 September 2017

30 September 31 December 1 January
Notes 2017 2016 2016
SR 000 SR '000 SR '000
ASSETS
Non-current assets
Property, plant and equipment 2,770,887 2,894 671 3,012,494
Investments in associates 59,775 60,100 82,800
Total non-current assets 2,830,662 2,954,771 3,095,294
Current assets
Inventories 765,031 723,144 665,111
Trade receivables 225,476 259,357 226,922
Prepayments and other receivables 45,958 40,139 51,375
Cash and cash equivalents 43,501 183,820 383,000
Total current assets 1,079,966 1,206,460 1,326,408
TOTAL ASSETS 3,910,628 4,161,231 4,421,702
EQUITY AND LIABILITIES
Equity
Share capital 1,530,000 1,530,000 1,530,000
Statutory reserve 459,000 765,000 765,000
General reserve - - 20,000
Retained earnings 781,575 894,577 844,336
Total equity 2,770,575 3,189,577 3,159,336
LIABILITIES
Non-current liabilities
Employees’ benefits 85,828 87,451 95,915
Current liabilities
Current portion of Saudi Industrial
Development Fund Loan - - 120,000
Islamic financing 8 630,000 400,000 600,000
Trade payables 93,312 103,958 90,818
Dividends payable g 201,896 210,350 172,395
Accruals and other payables 98,613 132,701 150,393
Provision for zakat 30,404 37,194 32,845
Total current liabilities 1,054,225 884,203 1,166,451
TOTAL LIABILITIES 1,140,053 971,654 1,262,366
TOTAL EQUITY AND LIABILITIES 3,910,628 4,161,231 4,421,702

Designated Membey /| CEO

Finance Manager
@i 1%

/

The accompanying/notes from 1 to 14 form an integral part of these condensed interim financial

statements.




SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company)

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

For the three months and nine months periods ended 30 September 2017

Sales
Cost of sales

GROSS PROFIT

Selling and distribution expenses

General and administrative expenses
OPERATING PROFIT

Other income

Share in net results of associates

Follow up fees in respect of Saudi Industrial
Development Fund loans

Islamic financial charges

INCOME BEFORE ZAKAT

Zakat
NET INCOME FOR THE PERIOD

Other comprehensive income

TOTAL COMPREHENSIVE INCOME

Earnings per share (Saudi Riyals)

Basic and diluted earnings per share
attributable to the equity holders of
the Company

Three months Nine months
period ended 30 period ended 30
September September

2017 2016 2017 2016
SR '000 SR '000 SR '000 SR '000
250,194 375,054 865,996 1,380,758
(134,619)  (142,868) (438,078) (570,994)
115,575 232,186 427,918 809,764
(6,554) (9,504) (21,051) (26,344)
(15,308) (14,077) (45,795) (46,159)
93,713 208,605 361,072 737,261
- 2,014 1,769 3,435
14 208 1,284 3,696
- - - (2,100)
(4,134) (4,129) (9,255) (9,671)
89,593 207,398 354,870 732,621
(2,240) (5,116) (8,872) (18,307)
87,353 202,282 345,998 714,314
87,353 202,282 345,998 714,314

0.57 1.32 2.26 467

The accompanyjflg notes from 1 to 14 form an integral part of these condensed interim financial

statements.
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SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company)

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

Nine months period ended 30

September
2017 2016

SR 000 SR '000
CASH FLOWS FROM OPERATING ACTIVITIES
Income before zakat 354,870 732,621
Adjustments to reconcile income before zakat to net cash
provided by operating activities:
Depreciation of property, plant and equipment 156,418 168,989
Islamic financial charges 9,255 9,671
Share in results of associates (1,284) (3,696)
Employees’ end of service benefit, net (1,623) 34
Gain on disposal of investment in associated company - (322)
Gain on disposal of property, plant and equipment (91) (70)
Written off of property, plant and equipment - 2,048

517,545 909,275
Working capital changes
Inventories (41,887) (29,014)
Trade receivables 33,881 (46,031)
Prepayments and other receivables (5,819) 6,713
Trade payables (10,646) (10,407)
Accruals and other payables (42,543) 25,387

(67,014) (53,352)
Islamic financial charges paid (9,255) (9,671)
Zakat paid (15,662) (19,174)
Net cash generated from operating activities 425,614 827,078
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property, plant and equipment (32,634) (92,285)
Proceeds from disposal of property, plant and equipment 91 2,271
Proceeds from disposal of investment in associated company - 24,310
Dividend received from an associate 1,610 2,683
Net cash used in investing activities {20,923) (63.021)
CASH FLOWS FROM FINANCING ACTIVITIES
Net movements in islamic financing 230,000 (125,000)
Repayment of Saudi Industrial Development Fund loans - (60,000)
Dividend paid (765,000) (879,750)
Net cash used in financing activities (535,000) (1,064,750)
Net change in cash and cash equivalents (140,319) (300,693)
Cash and cash equivalents at the beginning of the period 183,820 383,000
Cash and cash equivalents at the end of the pgriod 43,501 82,307

___Finance Manager

The accompanying notes from 1 to 14 §orm an integral part of these condensed inf
statements. 1<




SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company:

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

For the three months and nine months periods ended 30 September 2017
1 Corporate information

Saudi Cement Company ("the Company”) 15 a Saudi Joint Stock Company incorporated under Royal
Decree number 6/6/10/726 dated & Rabi' ! 1375 H {corresponding to 23 Movember 1955) and
registered in the Kingdom of Saudi Arabia, in the city of Dammam under Commercial Registration
number 2050000602 dated 8 Dhul Qaidah 1377 H (corresponding to 24 May 1958). The Company is
engaged in manufacturing and sefling cement and its related products.

The Company has obtained under the Royal Decree number 10/6/6/8500 dated 26 Rajab 1370H
{corresponding to 3 May 1951) the nght of the mining concession for the extraction of limestone,
gypsum and clay and all the necessary matenals for the manufacture of cement in Al Hassa for 30
years peried. The Company has also obtained under the Ministerial Resolution number 45 dated 4
Rabi' 1 1405 H (corresponding to 27 November 1984) from the Council of Ministers. the right of the
mining concession for the extraction of limestone. gypsum and clay and all the necessary materials for
the manufacture of cement in Al Jadidah (Khashem Em Mouidah}, with an area of nineteen square
kilometers for 30 years period, where the Company has to fulfill certain coniractual obligations related
10 thase agreements. The Company is in the process to renew thess for another period.

2 Basis of preparation
2.1 Statement of compliance

These condensed interim financial statements have been prepared in accordance with International
Accounting Standard, “Inferim Financial Reporting” ("1AS 347) as endorsed in Kingdom of Saudi Arabia
{"KSA"). These are the Company's third condensed interim financial statemenis in accordance with
internationat Financial Reporting Standards ("IFRS") for part of the period covered by the first annual
financial statements to be prepared in accordance with IFRS that are endaorsed in KSA and other
standards and pronouncements that are issued by the Saudi Qrganization for Certified Fublic
Accountants ("SOCPA™, andg accordingly International Financial Reporting Standard, ‘First-time
Adoption of International Financial Reporting Standards’ ("IFRS 17} as endorsed in KSA has been
applied. Refer o neie 6 for infermation on the first time adoption of IFRS as endorsad in KSA, by the
Company

These condensed interim financial statements do not include all the information and disclosures
reguired in annual financial statements to be prepared in accordance with IFRS that are endorsed in
KSA and other standards and pronouncements that are issued by the SOCPA, which will be produced
far the year ending 31 December 2017,

2.2 Basis of measurement
These condensed interim financial statements are prepared under the historical cost convention, using

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

Ali vaiues are rounded to the nearest thousand {SR '000). except when otherwise indicated.

2.3 Functional and presentation currency

The condensed interirm financial statements are presented in Saudi Riyals (SR} which is the functional
and presentation currency of the Company.




SAUDI CEMENT COMPANY
{A Saudi Joint Stock Company)

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

For the three months and nine montihs periods ended 30 September 2017
3 Significant accounting estimates, assumptions and judgments

The preparation of the Company’s condensed intenm financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses. assets
and liabilities. and the disclosure of contingent habilities, at the reporting date. However, uncertainty about
these assumptions and estimates could result in outcomes that could require a materiat adjustment to the
carrying amount of the asset or liability affected in the future. These estimates and assumptions are
based upon experience and various other factors that are believed to be reasonable under the
circumsitances and are used to judge the carrying values of assets and fiabilities that are not readily
apparent from other sources. The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognized in the period in which the estimates are revised
ar in the revision period and future periods if the changed estimates affect both current and future
periods.

3.1 Hey sources of estimation uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at the intenm

statement of iinancial position date. that have a significant risk of causing a material carrying amounts of
assets and habilities within the financial year include:

[

Useful lives of property. plant and eguipment
» Impairment test of nonfinancial assets
Provisions

Long-term assumptions for employee benefits

-

3.2 Critical judgments in applying accounting standards

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

Component parts of property, plant and egquipment
Cash Generating Unit (CGU")

Homogeneity of the inventory

Decommissioning and restoration costs

e o @ &

4 Standards issued but not yet effective

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

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

IFRE 9 Financial Instruments

IFRS 9 Financial Instruments addresses the classificaton, measurement and derecognition of financial
assets and financial fiabilities, introduces new rules for hedge accounting and a new impairment model for
financial assets. The standard does not need to be applied until 1 January 2018 but is availatle for early
adoption. The Company does not expect to adopt the new standard before 1 January 2018




-

a—

SAUDI CEMENT COMPANY
{A Saudi Joint Stock Company)

NOTES 7O THE CONDEMSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three months and nine months periods ended 30 September 2017

IFRS 15 Revenue from Contracts with Gustomers

The 1ASE has issued a new standard for the recognttion of revenue. This will replace 1AS 18 which
covers revenue arising from the sale of goods and the rendenng of services and 148 11 which covers
construction contracts.

The new standard is based on the principle that revenue is recognized when control of 2 good or service
transfers to a customer.

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

At this stage, the Company is not able to estimate the effect of the new rules on the Companys
condensed interim financial statements. The Company will make mors detailed assessments of the effect
during the year of 2017. The Company does not expect to adopt the new standard before 1 January
2018,

IFRS 16 Leases
The 1ASE has issued a new standard for the recognition of leases. This standard will replace:

° iAS 17 — Leases’

8 IFRIC 4 - "Whether an arrangement contains a lease’

= S5IC 15 — 'Operating leases — incentives’

o SIC-27 —~ 'Evaluating the substance of transactions involving the legal form of a lease’

Under IAS 17, lessees were required to make a distinction between a finance lease {on balance sheet)
and an operating lease {off balance sheet). IFRS 16 now requires lessees 1o recognize a lease lability
reflecting future lease payments and a ‘right-of-use assel’ for virtually atl lease contracts. The JASE has
included an opticnal exemption for certain short-term leasas and lease assets, however, this exemption
can only be applied by tessees.

LUnder IFRS 16, a contract is, or containg, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. The mandatory date for adoption for
the standard is 1 January 2019.

& SBummary of significant accounting polices
Current versus non-current classification

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

o Expected to be realized or intended to be sold or consumed in normal gperating cycle:
s Held primarily for the purpose of trading;
@ Expected to be realized within twelve months afier 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 reporing period.

All other assets are classified as non-current.
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SAUDI CEMENT COMPANY
{A Saudi Joint Stock Company)

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

For the three months and nine months periods ended 30 September 2017

5 Summary of significant accounting polices {continued}

A liability is current when:

& it is expected to be saltled n normal operating cycle:

° it is held primarily for the purpose of trading;

s Htis due to be settted within twelve months after the reporting period; or

s  There is ne unconditional right to defer the settiement of the liabilty for at least twelve months
after the reporting period,

All other liakilities are classified as non-current.

Property, plant and equipment

Property, piant and equipment are stated at cost, net of accumulated depreciation and accumulated
impairment losses, i any. Such costs includes the cost of replacing part of the property, plant and
equipment and bhorrowing costs for lang-term construction projects {qualifying assets), if the recognition
criteria are met. ‘Where such assets are constrizcted in-house, their cost includes all amounts necessary
ta bring the asset to the present condition and location to be ready for intended use by management and
excludes all costs such as general and administrative expenses and tramning costs. Any feasibility study
costs are expensed as incurred unless they relate to specificaily identifiable asset being constructed in-
house and are directly attributable to it. Pre-cperating costs during startup period net of proceeds from
sale of frial production, are included as part of cost of the relevant item of property, plant and equipment,
provided it is a directly attributable cest which meets the recognition criteria. and only up {o the point the
asset is in & condition ready for infended use.

When parts of property. plant and equipment are significant in cost in comparison to the iotal cost of the
tem. and where such paris/components have a useful life different than other parts and are required to
be replaged at different intervals, the Campany shall recognize such parts as individual assets with
specific useful lives and depreciate them accordingly. Likewise, when a major inspection is performed, its
directly attributable cost is recognized in the carrying amount of the property, plant and equipment if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in the interim
statement of income and other comprehensive income as incurred.

The present value of the expected cost for the decommissioning of an asset after its use is included in the
cost of the respective assel if the recognition criteria for a provision are met The Company will
pertodically assess the expectation and estimation for the decommissioning hability.

Environment, health. safety and security (EHS&S) related expenditures. including contamination
treatment costs, are capitalized if they meet the recognition criteria, mainly, that such costs are required

by prevailing applicable legislation and are required to condinue the license to operaie or 15 imposed by
the Compuny’s own mandatory requirements relating to EHSS5. These are capiialized together with the
cost of the relevant item of property, plant and eguipment to which they relate.

Depreciation is calculated from the date the item of property. plant and equipment are available for its
intended use or in respect of seff-constructed assets, from the date such assets are ready for the
intended use.

Depreciation is calculated on a straighi-line basis over the useful Iife of the asset as follows:

Buildings and civil works 13 to 33 years
Plant and equipment 3 o 30 years
Tools and transportation eguipment 4 to 10 years
Furmiture, fixtures and office equipment 4 to 10 years

10
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SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company;

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

For the three months and nine months periods ended 30 September 2017

5 Summary of significant accounting polices {continued)

Property, plant and equipment {(continued}

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

Land and assets under construction. which are not ready for its intended use, are not depreciated.

An item of property, plant and equipment and any significant part initially recognized is derecognized
upon disposal or when no future economic benefits are expected from its use. Any gain or loss arising on
de-recognition of the asset (calculaied as the differsnce between the net disposal proceeds and the
carrying amount of the asset) 15 included in the interim statement of income and other comprehensive
income.,

An asset's carrying amount is written down immediately o its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount,

Associates

Associates are entities over which the Company has significant influence. Significant influence is the
power to participate in the financial and operating policy decisions of the investee, but is not control or
joint control over thase policies, This is generally the case where the Company holds between 20% and
50% of the voting rights.

Equity method of accounting is used for the investment in associates. Under the eguity method of
accourting, the investments are initially recognized at cost and adjusted thereafter to recognize the
Company's share of the post-acquisiton profits or losses of the investee in the statement of income, and
the Company's share of movements in other comprehensive income {OChH of the investee in other
comprehensive income.

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

#When the Company's share of losses in an equity-accountad investment equals or exceeds iis interest in
the entity, mcluding any other unsecured long-term receivables, the Company does not recognize further
toszes, unless it has incurred obligations or made payments on behalf of the associate.

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

After application of the equity method, the Company determines whether it is necessary {o recognize an
impairment loss on its jnvesiment in its associate. At each reporting date, the Company determines
whether there is objective evidence that the investment in the associate is impaired. If there is such
evidence. the Company calcutates the amount of impairment as the difference between the recoverable
amount of the associate and its carrying value. then recognizes the loss as "Share in net resuit of
associates’ in the interim statement of income and other comprehensive income.

11




SAUDI CEMENT COMPANY
-A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATENMENTS (UN-AUBITED)

For the three months and nine menths periods ended 30 September 2017

5 Summary of significant accounting polices {continued)
Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be
impaired. if any indication esists, or when annual impairment testing for an asset is required, the
Company estimates the assets recoverable amount An asset's recoverable amount is the higher of an
asset's or CGU's fair value fess costs to sell and its value-in-use and is determined for an individual
asset. unless the asset does not generate cash inflows that are largely independent of those from other
assets or groups of assets. Where the carrying amount of an asset or CGU exceeds its recoverable
amount, the asset or CGU is considered impaired and is written down to its recoverable amount. In
assessing the value-in-use, the estimated future cash flows are discounted to their present vaiue using a
pre-tax discount rate (pre-zakat) that reflecis current market assessment of the time value of money and
tha nsks specific {o the asset.

The Company’s impairment calculation is based on detailed budgets and forecast calculations which are
prepared separately for each of the Company's CGls, as the Company considered as single CGU.
These budgets and forecast calculations are generally covering a five-year penod. For longer periods. a
long-term growth rate is calculated and apphed to project fulure cash flows after the budget period

Impairment losses of continuing operations. including impairment on working capital, if applicable, are
recoghized in the interim statement of income and other comprehensive income in those expense
categores consistent with the function of the impaired asset.

lrrespective of whether there is any indication of impairment. the Company shall also test mntangibte
assets with an indefinite useful life {(including goodwill) for impairment on annual basis.

For assets other than above, an assessment is made at each financial year-end as to whether there is
any indication that previously recognized impairment losses may no longer exist or may have decreased.
If such indication exists, the Company estimates the asset’'s or CGU's recoverable amount A previously
recognized impairment foss is reversed only if there has been & change in the assumptions used to
determine the asset's recoverable amount since the last impairment loss was recognized. This reversal is
mited such that the recoverable amount doesn't exceed what the carrying amount weould have been. net
of depreciation, had no impairment loss been recognized for the asset in prior years. Such reversal is
recognized in the interim statement of Income and other comprehensive iIncome

Inventories

Inventories. Including raw materials, finished goods and consumables (spares) are valued at the iower of
cost Le. historieal purchase prices basad on the weaighted averaqe principle plus directly attrinutabie costs
iprimarily duty and transportation). or the net realizable value.

Inventories of fimshed goods include cost of materials, labor and an appropriate proportion of variable
and fixed direct overheads.

The cost of inventories is assigned by using weighted average cost formuia. The Company is using the
same coslt formula for all inventories having a simiar nature and use to the Company. For inventories with
a different nature or use, different cost formulas are used.
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SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company)

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

For the three months and nine months periods ended 30 September 2017
5 Summary of sighificant accounting polices {continued)
Inventories (continued)

Abnormal inventory losses due to qualiy or other issues and overheads incurred during unplanned
maintenance / shut down period are excluded from invenicry costs. The allocation of overheads at period
end for the purpose of inventory valuation are based on the higher of normal capacity or actuat production
for the pericd. Costs are assigned to individual tems of inventory on the basis of weighted average costs.
Costs of purchased inventory are defermined after deducting rebates and discounts. Net realizable value
is the estimated selling price in the ordinary course of business, less estimated costs of completion and
the estimated costs necessary to complete a sale.

Consumable spare parts

Consumables are ancillary materials which are consumed in the production of semi-finished and firnished
preducts. Consumables may include engineering materials. one-time packaging materials and certain
catalysts.

Spare parts are the interchangeable parts of property, plant and equipment. which are considered to be
essential to support routine maintenance. repair and overhaut of plant and equipment or fo be used in
emergency situations for repairs. The Company maintains the following different types of spare paris;

= Stand-by equipment items acquired together with the plant/production line or purchased subsequently
but related to a particular plant or production ling and will rarely be required are critical to plant
operation and must be available at stand-by at all times. These are capitalized as pant of property.
plant and equipment and depreciated from purchase date over a period which i shorter of the
compoenent's useful life or the remaining useful life of the plant in which it is to be utilized. These do
not form part of inventory provided capitalization criteria under property, plant and equipment is met.

e Repairable items that are plantproduction line specific with long lead times and wifl be replaced and
refurbished frequently {mostly during turmnarounds). These are capitalized as part of property, plant
and eguipment where the capitalization criteria are met. Depreciation is started from day of
tnstallation of these tems in the plant, and the depreciation period is the shorter of the useful life of
the compenent and the remaining useful life of the refated property, plant and equipment in which it is
instalied. These do not form part of inventory.

o (General capital spares and other consumables items which are not of a critical nature and are of a
general nature, i.e., not plant specific and can be used in multiple piants or production lines and any
other items which may be required at any time for facilitating plant operations. They are generaily
classified as ‘consumables and spare parts’ under inventory, unless they exceed the threshold and
Have a useful life of more than one year. under which case they are recorded under property plant
and equipment. ltems recorded under inventory are subject to assessment for obsolescence
provision and are charged to the interim statement of income upon ther installation or use. Vhers
such items meet criteria for capitalization, their depreciation method s similar to repairable items as
noted abave,

Trade receivables

Trade receivables are stated at the amonized cost, which generally correspond to face value (original
Invoice amount), do not bear interest, and generally have g 60 to 90 days term, less any provision for
doubiful debts and impairment. An allgwance for doubtful debts is made based upon Company's best
estimate of expected credit losses related {o those receivables. Such estimate is based on customers’
financial status and historical write-off experience. Account balances are written off against such
allowance after all means of collection have been exhausted and potential of recovery is remote. Bad
debts written off as such are recorded in the interim statement of income and other comprehensive
incame as incurred.




SAUDI CEMENT CORMPANY
{A Saudi Joint Stock Company}

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

For the three months and nine months periods ended 30 September 2017
5 Summary of significant accounting polices {continued)
Trade receivables {continued)

Other receivables include supplier advances and employee receivables and other such receivables which
are not ‘trade’ recewables. Other receivables are stated at amortized cost which generaily corresponds to
their face value. Allowance for doubtful receivables is assessed as per methadology noted above.

Cash and cash equivalents

Cash and cash eguivalents include hank balances and shori-term deposits with original maturities of
three months ar less that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value.

Statutory reserve

In accordance with the regulations for companies i1 the Kingdom of Saudi Arabia and the
Company's  articles of association, the Company established a staiutory reserve by the
appropriation of 10% of net income until the reserve equaled 30% of the share capital.

Employees’ benefits

short-term obligations

Liabilities for wages and salarnes, including non-monetary benefits and accumulating leaves, air fare,
child education allowance, furniture allowance that are expected to be setiied whally within twelve months
after the end of the period in which the employees render the related service are recognized in respect of
employees services up to the end of the reporting period and are measured at amounts expected to be
paid when the liabilities are settled The liabilifies are presented as current employee benefit obligations
in interim statement of financial position.

Employees’ ferminal benefits

The liability or asset recagnised in the interim statement of financial position in respect of the defined end
of service benefit plan is the present value of the defined benefit obligation at the end of the reporting
periad. The defined benefit obligation is calculated by independent aciuaries using the projected unit
credit method.

The net interest cost 1s calcuiated by applying the discount rate to the net halance of the defined end of
service benefit obligation. This cost is included in employee benefit expense in the interim statement of
income and other comprehensive income. Re-measurement gains and losses arising from experience

adjustments and changes in actuarial assumptions are recognised in the period in which they occur,
cirectly i irdernm other comprehensive income. Changes in the present value of the defined benefit

obligation resulting from plan amendments or curtailmenis are recognised immediately in interim
statement of income and other comprehensive ncame as past service costs.

Employees saving pian

The Company opeérates a saving plan to encourage its Saudi employees to make savings in a manner
that will warrant an increase in their income and conirtbute to securing their future according to the
established plan. The saving contributions from the participants are deposited in a separate bank account
other than the Company's normal operafing bank accounts (but not in any separate legal entity). This
cash is a resiricted balance and for purpose of presentation in the condensed interim financial
statements, it is offset with the related liability under the savings plan and net liability to employees 1s
reported under the employee benefits liability
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NOTES TO THE CONDENSED INTERIIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three months and nine manths periods ended 30 September 2017
5§ Summary of significant accounting polices {continued)
Trade and other payables

These amounts represent labilities for goods and services provided to the Company prior to the end of
financial year which are unpaid. The amounts are unsecured and are usually paid within 30 to 80 days of
recognition. Trade and other payables are presented as current liabilites unless payment is not due
within 12 months after the reporting period. They are recognized initially at their fair value and
subsequently measured at amortized cost using the effective interest method.

Provisions

Provisions are recognized when the Company has a presant obligation (iegal or constructive) as a resuit
of a past event, it is probable that an outflow of resources embodying economic benefits will be required
to seitie the obligation and a reliable estimate can be made of the amount of the obligation. ‘Where
management of the Company expects same or all of a provision to be reimbursed, for example under an
nsurance contract, the reimbursement 15 recognized as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in interim statement
af income and other comprehensive income net of any reimbursement If the effect of the time value of
money is material, provisions are discounted using a current pre-tax rate that reflects, where appropriate,
the risks specific to the liability. YWhere discounting is used, the increase in the provision due to the
passage of time is recognized as a finance cost.

Zakat

Zakal s provided in accordance with the Regulations of the General Authority of Zakat and Tax ("GAZT")
in the Kingdom of Saudi Arabia and on accruals basis and is based on the period share of the estimated
zakat for the whole year. The provision is charged to the interim statement of income and other
comprehensive income.

Financial assets

Initial recognition and measurgment

Financtal assets are classified, at initial recognition, as accounts receivables, as appropriate. All financial
assets are recognized nifially at fair value plus, in the case of financial asseis not recorded at fair value
through profit or loss. transaction costs that are atiributable to the acquisition of the financial asset.

Purchases or sales of financial assets that require delivery of assets within a time frame estzablished by
regulation or convention in the market place {regular way trades) are recognized on the trade date i.g.,
the date that the Company commits t¢ purchase or sell the asset.

Subsequent measurement

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

L.oans and receivables

Loan and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement, such financial assets measurad at amortized cost
using the effective interest rate (EIR) methad, less impairment. Amartized cost is calculated by taking into
account any discount or premium on acquisition and fees or costs that are an integral part of the EIR. The
EIR amortization is included in finance income in the interim statement of income and other
comprehensive income.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UM-AUDITED)
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5 Summary of significant accounting pelices {continued)
Financial assets {confinued)

Berecogrution

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognized {ie. ramoved from the Company's interim statement of financial
position) when:

s The contractual rights to the cash flows from the financial asseis expire. or

= The Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through’ arrangement; and either (a) the Company has transferred substantially alt the risks
and rewards of the asset. or (b) the Company has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred control of the asset.

Impairment of financial assets

The Company assesses af each reporting date whether there is any cbjective evidence that g financiat
asset or a group of financial assets is impaired. A financial asset or a groun of financial assets is deemed
to be impaired if, and only if, there is objective evidence of impairment as a result of one or more events
that has occurred after the initial recognition of the asset and a loss event has an impact on the estimated
future cash flows of the financial asset or a group of financial assets that can be reliably estimated.
Evidence of impairment may include indications that debtors or a group of debtors are experiencing
significant financial difficulty. default or delinquency in interest or principal payments, the probability that
they will enter into bankrupley or other financial reorganization and where observable data indicate that
there is a measurable decrease in the estimated future cash fiows, such as changes in arrears or
economic conditions that correlate with defaulis.

Financial liabilities

Inifial recggnition and measuremernt

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

e Financiat liabilities at fair value through profit or loss,
«  Other financial liabilities measured at amortized cost using the effective interest rate method.

Initiat_recognition_and measurement (continued)

The category of financial hability at fair value through profit or loss has two subcategories:

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

o Held for frading’ a financial iiabllity classified as held for trading, such as an obligation for
securities borrowed in a short sale. which have to be returned in the future. This categary also
includes derivative financial instruments entered into by the Company that are not designated as
hedging instruments in hedge relationships. Separated embeddead derivatives are also classified
as held for trading unless they are designated as effective hedging instruments.

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

For the three months and nine months periods ended 30 September 2017
5 Summary of significant accounting polices (continued)
Financial liahilities {continued)

Subsequent measurament

Financiat liabilities at fair value through profit and loss will continue to be recorded at fair value with
changes being recorded in the interirm statement of income and other comprehensive income.

For other financial liabilities, including loans and botrewings, after initial recognition, these are
subsequently measured at amortized cost using the effective interest rate method. Gain and losses are
recognized in interim statement of income and other comprehensive income when ithe liabllities are
derecognized as well as through the effective interest rate amortization process.

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

De-recognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled, or
expires. When an existing financial tiability is reptaced by another from the same lender on substantially
different terms. or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the de-recognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognized in the interim statement of income and
other comprehensive income.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the interim statement
of financial position if there s a currently enforeeable legal right 1o offset recognized amounts and there is
an intention to settle on a net basis or (o realize the assets and settie the liabililies simultaneously.

Transactions and batances in foreign currency

Transactions in foreign currencies are initially recorded by the Company at their respective functional
currency spot rates at the date the transaction first qualifies for recagnition. Monetary assets and tiabilities
denominated in foreign currencies are translated at the funchonal currency spol rates of exchange at the
reporting date.

Differences arising on settlement ar translation of monetary itams are recognized in the interim statrment
of income and other comprehensive income.

Fair value measurement

Fair vaiue 1s the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based
on the presumption that the transaction {o sell the asset ar transfer the liability takes place either:

o In the principal market for the asset or liability. or
» In the absence of a principal market, in the most advaniageous market for the asset or liability.

17



SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company;

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

For the three months and nine menths pericds ended 30 September 2017

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

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

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

The Company uses valuation techmgues that are apprapriate in the circumstances and for which
sufficient data are available to measure fair value. maximizing the use of relevant observable inputs and
minimizing the use of unchservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the condensed interim  financial
statements are cateqonzed within the fair value hierarchy, described as follows, based on the iowest level
input that is significant te the fair value measurement as a whole:

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

= Level 2 —Valuation technigues for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable,

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

For assets and liabilities that are recognized in the condensad interim financial statements on a recumrming
basis. the Company determines whether fransfers have occurred between levels in the hierarchy by re-
assessing the categorization (based on the lowest level input that is significant to the fair value
meassurement as a whole) at the end of each reporting period.

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

For the purpose of farr value disclosures, the Company has determined classes of assets and liabilifies on
the basis of the nature, characteristics and risks of the asset or liakility and the lsvel of the fair value
hierarchy as explained above.

Revenue recognition

Revenue is recognized to the exient that it is probable that the economic benefits will flow to the
Company and the revenug can be rellably measured, regardiess of when the payment is made. Revenue
is measured at the fair value of the consideration received or receivabie, taking inte account contractually
defined terms of payment and excluding any taxes or duty. Amounts disclosed as revenug are net of
refurns.

The specific recognition criteria described below must also be met before revenue is recognized.
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For the three months and ning months periods ended 30 September 2017

5 Summary of significant accounting polices (continued)
Revenue recognition {Continued}

Sale of goods

Revenue from the sale of goods is recognized whern the significant risks and rewards of ownership of the
goods have passed to the buyer, usually on delivery of the goods. Revenues represent the invoiced value
of goods shipped by the Company during the period, net of any trade and quantity discounts.

Where the Company assesses itself as the principal. 1t records all relevant sales and cosfs of sale for the
goods sold

Expenses

Cost of sale

Al expenses are recognized on an accrual basis. Operating costs are recognized on a histarical cost
basis. Production costs and direct manufacturing expenses are classified as cost of sales. This includes
raw material, direct labor and other attributable overhead costs. Other costs such as selling costs are
recorded as selling and distribution expenses while all remaining other costs are presented as general
and administrative expenses,

Selling and distribution expenses

These include any costs incurred fo carry out or facilitate all selling activities at the Company. These
costs typicaily include marketing and distribution and logistics expenses as well as commissions. These
also inciude aliocations of certain general overheads.

General and administrative expenseas

These pertain to operation expenses which are not directly related to the production of any goods or
services, These also include allocations of general overheads which are not specifically atiributed to cost
of sates or selling and distribution expenses.

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

Finance income

For ali financial instruments measured at amortized cost, interest income (s recorded using the effective
interest rate (EIR). EIR i the rate that exactly discounts the estimated future cauh paymernts or recsipts
over the expected life of the financial instrument or a shorter period, where appropriate, to the nef
carrying amount of the financial asset or liability. Interest income is included in finance mmcome in the
interim siatement of income and ofher comprehensive income. Earnings on time depaosits are recognized
on an accrual basis.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
For the three months and nine months periods ended 30 September 2017

& Summary of significant accounting polices {continued)
Earnings per share
Basic earnings per share is calculated by dividing:

« the net profit attnbutable to eguity holders of the Company. excluding any costs of servicing eqguity
other than ordinary shares

e by the weighted average number of ordinary shares outstanding during the financial period. adjusted
for bonus elements in ordinary shares issued during the period and excluding treasury shares, if any.

Diluted EPS 15 calculated by dividing the net profit attributable to ordinary shareholders of the Company
{after adjusting for interest on the convertible preference shares, if any) by the weighted average number
of ordinary shares outstanding during the period plus the weighted average number of ardinary shares
that would bhe issued on conversion, (if any)} of all the dilutive potential ordinary shares into ordinary
shares.

6 First-time adoption of IFRS

For all periods up fo and including the year ended 31 December 2016, the Company prepared and
published its financial statements only in accordance with generally accepted accouniing standards in
Kingdom of Saudi Arabia {("SOCPA" or "Previcus GAAP"). These are the Campany's third condensed
nterim financial statements in accordance with 1AS 34, “Inferim Financial Reporting” and |FRS 1, “First-
fime Adoption of inlernational Financial Reporting Standards’ that are endorsed in Kingdom of Saudi
Arabia.

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

in preparing its opening statement of financial position as at 1 January 2016 in accordance with IFRS that
are endorsed in Kingdom of Saudi Arabia, the financial statements for the year ended 31 December 2016
and the condensed interim financial statements for the three menths and nine months periods ended 30
September 2016, the Company has analyzed the impact and neted ceriain adjustments that are reguired
to the amounts reported previously in the financial statements prepared in accordance with SQCPA

Exemptions applied:

IFRS 1 allows first-ime adopters cerfain exemptions from the retrospective application of certain
requirements under IFRS.

The Company has applied the following exemption:

The Company has applied the transitional provisions in IAS 23 Borrowing Costs and capitalises
barrowing costs relating {o all qualifying assets after the date of transition. Similarly, the Company has not
restated for borrowing costs capitalised under SOCPA on qualifying assets prior to the date of transition
to IFRS.

The notes below expiain the principal adjustments made by the Company in restating its SOCPA financial
statements to IFRS:
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS {UN-AUDITED)
For the three months and nine months penods ended 30 September 2017

6 Firsi-time adoption of IFRS {continued)

6.1 The following is a reconciliation of the Company's statement of financial position reported in
accordance with SOCPA {fo its statement of financial position under IFRS at 31 December 2016:

S0CPA as
at 31 Re- Re- IFRS as at 31
December classifica- measure- December
Aofes 2016 tions ments 2016
SR G060 SR 000 SR 000 SR 000
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment AB 2,729,940 254,444 {89.713) 2,894 671
Construction work in progress 160,118 {160,119 - -
investments in associates 60,100 - . 60,100
TOTAL NON-CURRENT ASSETS 2,950,159 94 325 (89.713) 2.954 771
CURRENT ASSETS
inventories A 317,469 (94 ,325) - 723,144
Trade receivables 254,357 - - 258.357
Prepayments and other receivables 403,139 - - 40.139
Cash and cash eguivalients 183,820 - - 183.820
TOTAL CURRENT ASSETS 1,300,785 {84.325) - 1.206.460
TOTAL ASSETS 4,250,944 - (89.713) 4,161,231
EQUITY AND LIABILITIES
EQUITY
Share capital 1,530,000 - - 1.530.000
Statutory reserve 765,000 - - 765,000
Retained sarnings 6.2 980,464 - {85.887) 884,577
TOTAL EQUITY 3,275,464 - {85,887) 3,189,577
LIABILITIES
MON-CURRENT LIABILITIES
Employee benefits C 91,277 - (3,826} 87,451
CURRENT LIABILITIES
telamic finanzing 400,000 - : 400,000
Trade payablas 103,958 - - 103,958
Current portton of liability for
charifable contribution 20,000 (20,000 - -
Dividends payable 210,350 - - 210,350
Accruals and other payables 112,701 20,000 - 132,701
Zakat provision 37,194 - - 37,194
TOTAL CURRENT LIABILITIES 584,203 - - 884,203
TOTAL LIABIITIES 975,480 - {3.826) 971,654
TOTAL EQUITY AND LIABILITIES 4,250,944 - (89,713 4,161,231




SAUDI CEMENT COMPANY
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
For the three months and nine months periods ended 30 September 2017

6 First-time adoption of IFRS (continued)
6.2 Reconciliation of retained earnings as at 31 December 2016

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

impact on

relained

sarnings at 31

December

MNotes 207186

SR 000

Retained earnings as per SOCPA 880,454

IFRS adjustments related to:

Difference in depreciation as a resutt of

componentization of property. plant and equipment B (86,340}

Depreciation adjustment of spare parts A (15.318)

Actuarial valuations of employee benefits C 3,826

Reversal of capital spare parts utilized A 11,845

Retained earnings as per IFRS &84 577




SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company)

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

For the three months and nine months penods ended 30 September 2017

6 First-time adoption of IFRS {continued)

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

with SOCPA to ifs statermnent of financial position under IFRS at the transition date 1 January 2016:

ASSETS

NON-CURRENT ASSETS
Property, ptant and equipment
Construction work in progress
Investments in associates

TOTAL NON-CURRENT ASSETS
CURRENT ASSETS

Inyentories

Trade receivables

Prepaymenis and other receivables
Cash and cash equivalents
TOTAL CURRENT ASSETS

TOTAL AGSETS

EQUITY AND LIABILITIES
EQUITY

Share capital

Statutory reserve

General reserve

Retained earnings

TOTAL EQUITY

LIABILITIES
NON-CURRENT LIABILITIES
Employee bensefits

CURRENT LIABILITIES
Current portion of Saudi Ingustrial
Development Fund loan

lslamic financing

Trade payables

Current portion of liability for
charitable contrbution

Dividends payabie

Accruals and other payables

Zakat provision

TOTAL CURRENT LIABILITIES

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

SOCPA as
at 1 Re- Re- IFRS as at
January classifica- measure- 1 January
Noles 2016 tions ments 2016
SR 000 SR 000 SR 000 SR ‘060
AB 2.876.424 227 957 (91.887) 3,012,494
138.134 (138,134 - -
§2.800 - - 82,800
3,087,358 89 823 {81.8587) 3,095,264
A 754 934 {88,323} - 665,111
226 922 - - 226,922
51,375 - - 51 375
383,000 - - 383.000
1.416.231 {89.823) - 1,326,408
4,513,589 - {971,887} 4421702
1,530,000 - - 1,530.000
765.000 - - 765.000
20,000 - - 20,000
6.4 940,822 - (96 486} Bd4 336
3,255,822 - {96.486) 3,159,338
C 91,3186 - 4,599 85,915
120,000 - - 120,000
600,000 - - 600,000
80.818 - - 90.318
30,000 (30.000; - -
172.395 - - 172,395
120,393 30,000 - 150,393
32 845 - - 32.845
1,166,451 - - 1,168 451
1,257 767 - 4 599 1.262.366
4513 589 - (91,887 4,421,702
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SAUDI CEMENT COMPANY
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three months and nine months periods ended 30 September 2017

6  First-time adoption of IFRS (continued)
6.4 Reconciliation of retained earnings as at T January 2016

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

Mofes
Retained earnings as per SOCPA
tFRS adjustments related io:
Difference in depreciation as a result of
componentization of property, plant and equipment B
Depreciation adjustment of spare parts A
Actuarial valuations of employee benefits c

Retained earnings as per IFRS

fmpact on
retained
earnings at 1
January 2016

SR 000

940,822

(82,988)
(8.899)
{4.599)

844,336
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three manths and nine months pericds ended 30 September 2017

6 First-time adoption of IFRS {continued)

6.5 The following is a reconciliation of the Company's statement of interim financial position repotted in
accordance with SOCPA to its statement of interim financial position under IFRS as af 30 September 2016:

S0CPA as Re- iIFRS as at
at 30 Re- measure- 30
September classifica- ments September
Notes _ 2016 tions 2016
T T SR000 SR ‘000 SR 000 SR 000
ASSETS
MNOMN-CURRENT ASSETS
Property, plant and eguipment AB 2,762,427 258,365 {80.251) 2,931,541
Construction work in progress 158,289 (159,299) - -
Investments in associates 59 824 R . 50 804
TOTAL NON-CURRENT ASSETS 2,981,650 100,066 {90,251} 2,991,365
CURRENT ASSETS
inventories A 794 191 {100,066} - 694,125
Trade receivables 272,953 - - 272,953
Prepayments and other
receivables 44 662 - - 44 662
Cash and cash equivalents 82 307 - 82,307
TOTAL CURRENT ASSETS 1,194,113 (100,088 - 1,094,047
TOTAL ASSETS 4.175,663 - (90,251) 4085412
EQUITY AND LIABILITIES
EQUITY
Share capital 1,530,000 - - 1,530,000
Statutory reserve 765,000 - - 765,000
General reserve - - - -
Retained sarnings 6.6 793,750 - {94.850) 698,900
TOTAL EQUITY 3,088,750 - {94,850; 2,993,800
LIABILITIES
NON-CURRENT LIABILITIES
Employee benefits C 91.350 - 4,598 95,849
GURRENT LIABILITIES
Current portion of Saudi Industrial
Devetopment Fund [oan 60,000 - - 50,000
Islamic financing 475,000 - ~ 475,000
Trade payables 8041 - - 80.411
Current portion of liability for
charitable contribution 20,000 {20,000) - -
Dividends payabie 215,672 - - 215,672
Accruals and other payables 112,602 20.000 - 132,802
Zakat provision 31,978 - - 31,678
TOTAL CURRENT LIABILITIES 995,563 - - 895 563
TOTAL LIABILITIES 1,086,913 - 4,699 1.091512
TOTAL EQUITY AND o
LIABILITIES 4.175,663 - {90.251) 4085412
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SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)}
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6 First-time adoption of IFRS (continued}

6.6 Reconciliation of retained earnings as at 30 September 2016

Folloveing is the analysis of the impact of IFRS re-measuremeants on retained eamings.

Retained earnings as per SOCPA

IFRS adjustments related to:

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

Depreciation adjustment of spare parts
Actuarial valuations of employee benefits
Reversal of capital spare parts

Retained earnings as per IFRS

Motes

= O X m

Impact aon
retained
sarnings at
30 September
2016

SK ‘000

793,750

(85.431)
{13,204)
(4,599)
8,474
698,900




SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company;

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

For the three months and nine months periods ended 30 September 2017

t  Firsf-time adoption of IFRS {continued)

6.7 The following is a reconciliation of the Company's interim statement of income and other
comprehensive income for the three moniths period ended 30 September 2016 from SOCPA to

IFRS:

SOCPA for
the three IFRS for the
months period three months
ended 30 pericd ended
September Re- 30 September
Note 2016 measurements 20186
SRk oo SR 000 SR 000
Sales 375.054 - 375.054
Cost of sales 610 (144.714) 1,846 (142 868)
GROSS PROFIT 230,340 1,846 232,186
Selling and distribution expenses (9,504) - {9,504)
General and adminisirative expenses {14,077 - {14,077}
OPERATING PROFIT 206,758 1,846 208 805
Other income 2,014 - 2.014
Share in net results of associates 908 - s08
islamic finan¢ial charges (4,128) - i4,129)
INCORME BEFORE ZAKAT 205.552 1 846 207.398
Zakat (5,116} - {5,118}
MNET INCOME FOR THE PERIOD 200 4356 1,846 202,282
Other comprehensive income - - -
TOTAL COMPREHEMSIVE INCONIE 200 438 1,848 202 282
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SAUD! CEMENT COMPANY
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS {UN-AUDITED)

For the three months and nine months periods ended 30 September 2017

6 First-time adoption of IFRS {continued)

6.8 The foflowing is a reconciliation of the Company's interim statement of income and other
comprehensive income for the nine months period ended 30 September 2016 from SOCPA to

IFRS:

Sales
Cost of sales
GROSS PROFIT

Selling and distribution expenses
General and administrative expenses
QPERATING PROFIT

Other incame

Share in net results of associates
Follow-up fees in respect of Saudi

industrial Development Fund loans
Islamic financiat charges

INCOME BEFORE ZAKAT

Zakat
NET INCOME FOR THE PERIOD

Other comprehensive income

TOTAL COMPREHENSIVE INCOME

Note

610

6.10

SOCPA for
the nine IFRS for the
manths period nine months
ended 30 period ended
September Re- 30 September
2016 measurements .. 2016
SR 0040 SR ooQ SR 000
1,380,758 - 1,380,758
{572,630) 1636 {570,984}
808,128 1,636 809.764
(26,344) - (26.344)
{(43.959) {2,200) {46.169)
737,825 {564) 737,261
3.435 - 3,435
3,686 - 3,696
{2,100} - {2100
(9,671} - {9.671)
733,185 (564} 732,621
18,307} - {18,307)
714 878 {564} 714.314
714,87 {564} 714,314
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NQTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three months and nine months periods ended 30 September 2017

6 First-fime adoption of IFRS (continued)

6.9 The following is a reconciliation of the Company’s statement of income and other
comprehensive income for the year ended 31 December 2016 from SQCPA to (FRS:

Sales
Cost of sales

GROSS PROFIT

Selling and distribution expenses
General and administrative expenses
OPERATING PROFIT

(Other income
Share in net results of agsociates

Follow-up fees In respect of Saudi
industrial Development Fund loans
Islamic finrancial charges

INCOME BEFORE ZAKAT

Zakat
NET INCOME FOR THE PERIOD

Other comprehensive income

Other comprehensive income not to be
reclassified to income in subseguent
periots:

Re-measurement gain on defined
bBenafit ptans

TOTAL COMPREHENSIVE INCONE

Note

6.10

510

SOCPA for
year ended 31 Re- IFRS for the year
December measuremen ended 31
20186 15 December 2016
SR 000 SR 000 SR ‘000
1.778.139 - 1,778,139
{749,138; 1.582 (747 .557)
1,029,000 1,082 1.030,582
{35,501 - {35.,501)
(60.788) {2.200) (62,986}
932,733 (618} 932.115
4274 - 4274
5,045 - 5,045
(3.715) - (3,715}
{13.222) - (13.222}
425,115 {618) 924 497
{23.523) - {23.523)
001,592 (618} 900,974
- 0.017 9.017
901,592 8,399 909 991
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

For the three months and nine months periods ended 30 September 2017

6 First-time adoption of IFRS (continued)

6.10 The following table iflustrates the reconciliation of siatement of income and other
comprehensive income from SOCPA to IFRS for Company on adoption of IFRS:

Reconciliation of statement of income and other comprehensive income

For the For the nine
three months period

months ended 30
For the year period September
ended 31 ended 30 2016
December September
Notes 2016 2016
SR 000 SR 000 SR 000

Net Income and other comprehensive
income under SOCPA 901,592 200,438 714,878
IFRS adjustments related to:

Difference in depreciation as a result of
componeniization of property, plant

and equipment B {3,352} (822; (2.443)
Depreciaticn adjustments of spare _
parts A (6,419) (1.673) (4.395)
Employees end of service benefits C (592) - -
Reversal of capital spare parts utilized A 11,945 4,341 8474
Board of Directors’ remuneration D (2,200) - {2.200;

Net income under IFRSs 900,974 202,282 714.314

Other comprehensive income

Re-measurement gain on actuarial .

valuations of employee benefis C RN T

Total comprehensive income under

IFRS 909,991 202,282 714,314
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SAUDI CEMENT COMPANY
(A Saudi Joint Stock Company!

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

For the three months and nine months periods ended 30 September 2017

6 First-time adoption of IFRS (continued}
A Property, Plant and equipment and inventories

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

B Component change for the property, plant and equipment

Under IFRS. the property, plant and equipment should be compenentized and the components
useful lives identified separately. The componentization concept was not a followed practice in Saudi
Arabia, As part of the transition to IFRS, the Company has applied the concept of asseis
components and accounted for its impact on the useful lives, which resulted in a decreaseg in
property, plant and equipment and decrease in retained earnings on the IFRS transition date
amounting to SR 83 milfion {note 6.4). The net impact as of 30 September 2016 and 31 December

2016 has been adjusted accordingly.
C Employees benefits

Under IFRS, end of service benefils (‘EOSB") are required o be calculated using actuarial
assumptions. Historically, the Company has calculated these obligations based on the current
prevision. This change resulted in an increase in the EOQSB liability balances on the transition date
and a decrease in retained earnings.

D Board of Directors’ remuneration

Jnder SOCPA. accepted practice was 10 charge the Board of Directors’ remuneration in the
statement of changes in equity. However, under IFRS, the Board of Directors’ remuneration is
charged to interim statement of income and other comprehensive income.

7 Statutory reserve

The general assembly beld on 12 Rajab 1438H {corresponding to 8 April 2017) has approved the
transfer of SR 306,000 from statutory reserve to retained earnings to keep the siatutory reserve at
20% of the share capital in accordance with the revised regulations for the companies to maintain
statutory reserve at a minimum 30% of the share capital.

8 Islamic financing

The islamic facilties have been obtained from various local banks to meet the working capital
reguirements with a total facility amount of SR 1,800 million (31 December 2016: SR 1,850 million
and 1 January 2016 SR 1.850 million}, the utilised balance as of 30 September 2017 is 8R 630
million {31 December 2016: SR 400 million and 1 January 2016: SR 800 millien). These Islamic
faciliies carry varying financial costs in excess of SIBOR and are consistent with the terms of each
facility agreement that are secured by promissory notes issued by the Company and carry charges
agreed with the facilities’ providers.
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SAUDI CEMENT COMPANY
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NOTES TO THE CONDENSED INTERIM FINAMCIAL STATEMENTS (UN-AUDITED)

For the three manths and nine months periods ended 30 September 2017
8 Islamic financing {continued)

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

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

9 Dividends

On 28 Shaban 1438H (corresponding to 24 May 2017). the Board of Directors has resolved to
distribute interim cash dividends amounting to SR 2.25 per share (SR 344.25 million in total) for the
first half of 2017.

On 12 Rajab 1438H (corresponding to 9 April 2017), the General Assembly approved the Board of
Directors’ proposat to distribute cash dividends amounting to SR 2.75 per share (SR 420.75 million
in total} for the second half of 2016.

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

On 15 Jumada' Il 1436H (corresponding 24 March 2018), the General Assembly approved the Board of
Directors’ proposal to distribute cash dividends amounting to SR 3 per share (SR 459 million in total}
for the second half of 2013,




SAUD CEMENT COMPANY
{A Saudi Joint Stock Company)

NOTES TQ THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
For the three months and nine months periods ended 30 September 2017

10 Related party transactions and balances

The following table provides the total amount of transactions that have been entered into with related parties during the three months and nine months pericd ended
30 September 2017 and 30 September 2016 and related parties balances as at 30 September 2017, 31 December 2016 ard 1 January 2016.

Three months period Nine months period

Amount of transaction Amount of transaction Ending balance
30 30 30 30 30
September September September Sepiember September 31 December 1 January
Related party Refationship Nature of fransaction 2017 2016 2017 2016 207 2016 2016
SR '00@ SR 600 SR ‘000 SR '000 SR '000 SR'060 SR 000

i) Trade receivables
United Cement Company Associate Sales - 16,043 18,605 68177

21,096 23,971

ii)y Advances to a refated party
Cement Product Industry

Company Limited Associate Advance paid - - - - 3,450 3,450 3.850
iiiy Trade payables
Cement Product Industry Associate Purchases of raw
Company Limited material 5,754 8128 17,983 28,680 - 817 -
Vataniya Insurance Affiliate Insurance on property
Company plant and equipment - - 6,459 7.381 1,661 - 17
1,661 617 17

Terms and conditions of transactions with related parties

The sales to and purchases from related parties are made at terms equivalent to those that prevail in arm'’s length transaclions. Outstanding balances at the period
ended 30 September 2017 are unsecured and settled in cash. There have been no guarantees provided to amounts due ! related parties. However, amounts due
from related parties were fully covered by bank guarantees. For the period ended 30 September 2017, the Company has nst recorded any impairment of receivabies
relating to amounts owed by related parties. This assessment is undertaken each financial year by examining the financial positien of the related party and the
market in which the related party operates.

The compensations ta key executives for the period ended 30 September 2017 is SR 13.6 Million (30 September 2016: SR12.7 million).
Prices and terms of payments for the above transactions are approved by the Company's management.
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS {UN-AUDITED)
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11 Capital commitments

As of 30 September 2017, the capital expenditure contracted by the Company but not incurred il
year end was approximately SR 25.2 million {December 31, 2016: SR 23.7 million and January 01,
2018 SR 83.7 million;.

12 Segment information

A segment is a distinguishable component of the Company that is engaged in providing products or
sefvices (a business segment) or in providing products or services within a particular economic
environment {a geographic segment). which is subject to risks and rewards that are different from
those of other segments.

All of the Company's operations are related to ong operating segment which is cement and are
substantially sold to local customers. Accordingly, segmental analysis by geographical and
aperating segment has not been presented.

13 Fair value measurement of financial instruments

As of 30 September 2017, 31 December 2016 and 01 January 2018, all of the Company’s financial
instruments have been carried at amoriised cost and the Company dees not hold any financiat
instruments measured at fair value However, the carrying value of the financiat assets and labilities
in the interim statement of financial position approximates to the fair vaiue.

14 Approval of condensed interim financial statements

These condensed interim financial statements were authorized for issue and approved cn 22
October 2017 G.




