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5. Property, plant and equipment  

WIP Land Buildings 

Plant and 
equipment 

and strategic 
spare parts 

Computer 
and Office 
Equipment 

Motor 
Vehicles 

Lease hold 
Improvement 

Furniture 
and Fixtures Total 

Cost : 
Balance at the beginning of the year 1,337,729       6,848,271 205,884,075 994,194,414 8,087,727 9,794,108 446,097 18,863,766 1,245,456,187 
Transferred from spare parts 
inventories - - - 9,812,352 - - - - 9,812,352 
Balance at the beginning of the year 
(restated) 1,337,729       6,848,271 205,884,075 1,004,006,766 8,087,727 9,794,108 446,097 18,863,766 1,255,268,539 
Addition during the year - - 192,713 2,392,513 506,377 254,920 - 220,078 3,566,601 

Disposals - - - - - (106,700) - (9,112) (115,812) 

Balance at the end of the year 1,337,729       6,848,271 206,076,788 1,006,399,279 8,594,104 9,942,328 446,097 19,074,732 1,258,719,328 

Depreciation :          
Balance at the beginning of the year - - 48,803,572 412,255,911 6,255,752 6,441,160 446,097 17,995,773 492,198,265 
Depreciation of the transferred 
inventories -  - 1,789,433 - - - - 1,789,433 
Balance at the beginning of the year 
(restated) - - 48,803,572 414,045,344 6,255,752 6,441,160 446,097 17,995,773 493,987,698 
Charge for the year - - 6,890,842 54,296106 868,243 1,036,074 - 174,839 63,266,104 

Disposals - - - - - (106,698) - (8,198) (114,896) 

Balance at the end of the year - - 55,694,414 468,341,450 7,123,995 7,370,536 446,097 18,162,414 557,138,906 

Net book value :          

At 31 December 2021 1,337,729  6,848,271 150,382,374 538,057,829 1,470,109 2,571,792 - 912,318 701,580,422      

At 31 December 2020  1,337,729  6,848,271 157,080,503 589,961,422 1,831,975 3,352,948 - 867,993 761,280,841 

 
The commercial operation of the cement factory started in the second quarter of 2013 and accordingly all such costs related to the construction of the cement factory was capitalized during the 

quarter ended June 30, 2013. 

The land on which buildings are constructed have been leased from the Ministry of Energy, Industry and Mineral Resources for a period of 30 years starting from .2012. The mining license from 

the Ministry of Energy, Industry and Mineral Resources confers the exclusive right to produce and exploit specified minerals in the licensed area.  The total area is 46.4 sq.km and the rent is SR 

10,000 per square kilometer per annum amounting to total of SR 470,000 per year and is being paid starting the date of the order issued by the Ministry.

The company owns a plot of land with an area of 4,400 m² and a book value of 6.8 million, which was purchased since 2015 for the purpose of establishing an administrative headquarters on it.



HAIL CEMENT COMPANY  
(A Saudi Joint Stock Company) 
 
 

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

 

 

19 

5. Property, plant and equipment (Continued) 
 
 
5.1. Depreciation for the year has been allocated as follows: 

 
5.2. PPE include fully depreciated assets amounting to SR 44.7million. 
 
 
6. Intangible Assets  net 
 
The item of intangible assets is represented in the system used in the operating activities of the Company, 
Computer software, where the balance on December 31, was as follows: 

 
 2021  2020 
    

Cost    

Opening Balance 5,485,482  5,221,340 

Addition during the year 1,444,452        264,142 

Closing Balance 6,929,934       5,485,482 

Accumulated Amortization     

    

Opening Balance 5,275,848  5,180,061 

Charged during the year 656,729  95,787       

Closing Balance 5,932,577       5,275,848 

Netbook Value 997,357  209,634 

 
7. Leases  
 2021  2020 
Right to use assets    

Balance at the beginning of the year 8,900,314  9,329,977 
Less: Depreciation of the right to use for the year (429,663)  (429,663) 

Right to use assets (net) 8,470,651       8,900,314 

    
Lease obligations    

The present value of the obligation at the beginning of the year 10,182,062  10,512,059 

Payment made during the year (470,000)   646,000  

Interest charged for the year 286,006  316,003 

Lease obligation (net) 9,998,068       10,182,062 

    

Current portion of lease obligations (note 18) 332,473  332,473 

Non-current portion of lease obligations 9,665,595       9,849,589      

Balance at end of year  9,998,068       10,182,062 

 
 
 

 2021  2020(restated) 
    
Cost of sales 62,611,173  64,556,323 
General and administrative expenses (note 21) 600,025  356,787 

Selling and distribution expenses  54,906  64,098 

 63,266,104  64,977,208 
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8. Inventory - net 
 2021  2020 
    

Raw Materials 9,264,945        9,465,075       

Spares & Consumables 59,714,305        47,702,114       

Semi-Finished Goods (SFG) 285,973,963        253,326,166       

Finished Goods (FG) 3,159,052        3,064,093       

Provision for Slow moving spare parts and consumables 
inventories  

(5,607,640)        (2,543,874)       

 352,504,625  311,013,574 

 
8.1. The Provision for slow moving of consumables and spare parts inventories during the year: 
 
 2021  2020 

    

Opening Balance 2,543,874  1,153,119 

Provided during the year 3,063,766  1,390,755       

Balance at end of year  5,607,640  2,543,874 

 
 

9. Trade  Receivables (Net) 
  2021  2020 
     
Trade Receivables  19,149,943        25,914,648 
Provision for Doubtful debts (note 9.1)   (2,867,724)        (3,189,120)      
  16,282,219        22,725,528 

 
9.1. Provision for Doubtful debts movement 
 2021  2020 
    
Opening Balance 3,189,120  3,155,790 
Provided during the year -  33,330       
Reimbursed during the year (321,396)        - 
Balance at end of year  2,867,724        3,189,120 

 
As at 31 December, the ageing of trade receivables is as the follows: 

Year Total 
Up to 30 

 days 
from 31 to 60 

days 
from 61 to 90 

days 
91 days and 
above days 

     

2021 19,149,943        7,040,294 4,665,431 4,331,306 3,112,912 
      

2020 25,914,648 8,260,944 8,187,277 5,591,929 3,874,498 
 

10. Prepayments and other receivable balances 
  2021  2020 
     
Advances to Suppliers & Contractors  10,331,322       13,012,770       
Prepaid Expenses  490,828       440,481       
Other Debit Balances  1,575,875       1,233,100       
  12,398,025  14,686,351 
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11. Investments at FV through profit or loss  
 

The Company has invested SR 50 million, for the purpose of purchasing various shares, within the Discretionary 
Portfolio Management with Al Rajhi Capital. The fair value of the portfolio is SR 57,762,605 000 (Dec 31, 2020: SR 
49,104,683)  . 

 
12. Cash and cash equivalents 
  2021  2020 
     
Cash at Banks  47,914,295        27,174,345 
Murabaha deposits  -  60,000,000 
Total  47,914,295        87,174,345       

 
13. Share capital  
As at December 31, 2021, the Company's capital of SR 979,000,000 (Dec 31, 2020: SR 979,000,000) is 
authorized, issued and fully paid, which is divided into 97,900,000 ordinary shares (Dec 31, 2020: 97,900,000 
shares), Saudi Riyal 10 per share. 

 
14. Statutory reserve 

Article of association, the Company is required to retain 10% of net income in the 
statutory reserve. The Company may stop the transfers when this reserve reaches 30% of the share capital. This 
reserve is not available for dividend distribution.  

 
15. Employees' defined benefits obligation  
In application of IAS 19, the Company has engaged an independent actuarial evaluator SHMA Consulting DMCC 
to provide an actuarial valuation to measure the employee benefit obligations of the Company as follows. 

 
  2021  2020 
     
Present fair value of defined benefit obligation   20,608,230       16,870,983      
Balance at the end of the year   20,608,230       16,870,983      

 
The movement of the recognized obligations was as follows: 
  2021  2020 
     
Balance at the beginning of the year  16,870,983  14,427,632 
Charged for the year  2,820,941  2,665,945 
Interest charged for the year  271,574  371,700 
(Losses) re-measurement of obligation  1,468,664  208,127 
Paid during the year  (823,932)  (802,421) 
Balance at the end of the year   20,608,230       16,870,983      

 
  2021  2020 

Valuation Discount Rate  3.57%  1.65% 
Salary Increase Rate   1.65%  2.65% 
Salary Increase Timings  1st Apr  1st Apr 
Duration (Years)  14.30  8.31 
Withdrawal Rate  High  Medium 

 
However, the Company makes payments of end of service benefits to its employees in accordance with the 
provisions of the Labor Law in the Kingdom of Saudi Arabia. The entitlement to these indemnities is based upon 

vice and completion of a minimum service period and is paid on the 
cessation of employment.  
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16. Other provisions 
Other provisions are represented in the provision for the restoration of the quarry and factory land, where the 
Company is committed to re-settling the leased land from the Ministry of Energy, Industry and Mineral Resources 
(Ministry of Energy) at the end of the thirty-year lease period starting from the date of receiving the site. 

 

The Company has estimated the cost of the settlement at SR 7.5 million. 
 

Re-measure the obligation to determine the present value of the obligation at the date of the financial statements 
as follows. 

 
  2021  2020 

     

Balance at the beginning of the year  3,914,194  3,800,188 

Interest resulting from re-measurement (note 22) 
 117,426       114,006 

Balance at the end of the year  4,031,620       3,914,194 

 
17. Trade  payables 
  2021  2020 

     

Local suppliers  27,556,683       30,214,699 

Foreign suppliers  1,060,470       23,687 

  28,617,153       30,238,386      

 
18. Accruals and dividend payables 
  2021  2020 

     

Accrued Expenses  7,414,268       9,086,408       

Accrued Tickets and Vacation   4,049,095       3,918,672       

BOD Accruals  2,205,856       1,755,856       

Dividends Payable  263,222       259,705 

Advance from Customers  3,936,538       4,084,329 

Social Responsibility provision  369,207       1,200,000       

Current portion of lease obligations (note 7)  332,473  332,473 

VAT Payable  net  1,071,670  1,872,576 

  19,642,329       22,510,019      

 
19. Zakat provision  

 
19.1. Zakat calculation 
  2021  2020 
     

Net  book profit and adjusted by:  53,370,616  117,642,766 

Provisions during the year  8,922,569  9,843,584 

Adjusted net profit  62,293,185  127,486,350 

Total added items   1,143,165,895        1,080,386,320 

Total deducted items  (785,795,535)   

  357,370,360  272,062,746 

Adjusting the calculation period to be 365 days instead of 354 days  369,484,609  280,516,674 

Zakat base   431,777,794  408,003,024 

Zakat payable at 2.5%   10,794,445  10,200,076 
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19. Zakat provision   
 
19.2.  The movement for Zakat 
The movement for Zakat provision is as follows: 

 

  2021  2020 

     

As at the beginning of the year  10,200,076  10,052,924 

Prior years differences  168,703  380,141 
Less: Zakat paid during the year   (10,368,779)  (10,433,065) 

Zakat payable for the year  10,794,445  10,200,076 

As at the end of the year  10,794,445  10,200,076 

 
The provision made for the year 2021 amounting to SR. 10,963,148 (2020: SR. 10.2 million zakat payable and 
differences amounting to SR. 380,1) includes zakat due for the year amounting to SR. 10,794,445 and zakat 
differences for previous years amounting to SR. 168,703 . 

 
19.3. Zakat status 

 
- The company filed its zakat return until the year ended December 31, 2020. The company paid the zakat due and 

obtained a certificate No.1110625303 for the year 2020, dated 07/23/1442 H, valid until 09/29/1443 H 
(corresponding to April 30, 2022). 

 
 

- The Company received  Zakat assessments for the years from 2015 until 2018, which resulted in differences 
amounting to ( SR 7,057,344) . The  Company objected to those differences, and has not received any reply for 
the objection to date. According to the opinion of the independent Zakat Consultant of the Company, it is expected 
that the Company will succeed in settling these differences with the Authority without paying any amounts for 
those differences. 

 

  
 

- The Company received  Zakat assessments for the years from 2019 until 2020, which resulted in differences 
amounting to ( SR 231,879). The  Company objected to those differences 

 
20. Revenue  

  2021  2020 

     

Sales  253,305,663        336,280,176       

  253,305,663        336,280,176       

 
Revenue Classification 
 
A. Classification by product: 

 
  2021  2020 
     

Cement  and Clinker  248,332,767        330,659,467 
Transportation revenue  4,972,896        5,620,709 
  253,305,663        336,280,176       
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21. General and administrative expenses  
  2021  2020 

     
Staff salaries and other benefits  12,016,696  11,202,552 
Legal and professional fees  2,379,297  1,894,578 
Board of Directors remuneration  2,500,000  2,361,770 
Board of Directors attendance allowance  126,000  105,000 
Committees attendance allowances  126,000  90,000 
Depreciation  755,130  378,491 
Travel and Hotel  expenses  136,806  186,465 
Maintenance and repair  452,309  343,094 
 Communication expenses  423,398  352,026 
Stationery and printing  80,893  61,014 
Computers expenses  75,452  117,094 
Other expenses  210,819  340,891 

  19,282,800  17,432,975 

 
22.  Provisions 
  2021  2020 
     

Provision for slow moving inventory (note 8.1)  3,063,766  1,390,755 
(Reversal) Provision for Doubtful debts (note 9.1)  (321,396)  33,330 
  2,742,370  1,424,085 

 
23. Finance cost  
  2021  2020 

     
Interest resulting from re-measurement (Note 16)  117,426       114,006 
Various bank charges  470,042        335,291 
Lease finance cost (note 7)  286,001        306,104 
Interest charged to employee benefits (Note 15)  271,574  371,700 
Industrial Development Fund  follow up fee  -  3,355,667 
Early payment resulted in amortization (note 15)  -  8,403,699 
Deferred loan charges amortization   -  2,082,382 
  1,145,043  14,968,849 

 
24. Other income 
Other income includes an amount of SR 1,519,172 (2020:  SR zero ) transferred from the Saudi Center for Energy 
Efficiency in return for the energy savings achieved by the Hail Cement Company, according to the mechanism of 
energy savings trading for the industrial sector.  

 
25. Earnings per share  
Earnings per share were calculated based on net income for the year divided by the weighted average number of 
ordinary shares outstanding at the end of the year amounting to 97,900,000, (31 December 2020: 97,900,000 
shares).   
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26. Prior  adjustments 
During the year 2021, the company formed a specialized technical committee to conduct a comprehensive 
technical review of the spare parts inventory items. The work of that committee resulted in the presence of strategic 
spare parts items that were recogniz
this matter has been retroactively modified in the current year, and the comparative figures for the year ending 
December 31, 2020 and earlier have been modified as follows.  

 

 
December 31, 

2020 Adjustments Classifications 
December 31, 

2020 

 
As previously 

stated 
  After 

Adjustments 

     

Statement of financial position     

Property, plant and equipment 753,257,922 (1,789,433) 9,812,352 761,280,841 

Inventories - net 320,825,926      - (9,812,352) 311,013,574 

Retained earnings 131,364,847 (1,747,813) - 129,617,034 

Statutory reserve 52,507,982 (41,620) - 52,466,362 
Statement of profits or losses 
and other comprehensive 
income     

Cost of revenue 188,209,212 416,199 - 188,625,411 

Net profit for the year 107,478,748 (416,199)  107,062,549 
 
 

 
January 01, 

2020 Adjustments Classifications 
January 01, 

2020 

 
As previously 

stated 
  After 

Adjustments 

     

Statement of financial position     

Property, plant and equipment 815,235,585 (1,373,234) 7,206,454 821,068,805 

Inventories - net 300,352,653 - (7,206,454) 293,146,199 

Retained earnings 34,633,974 (1,373,234) - 33,260,740 
 
2 . Contingent liabilities and capital commitments 
As at 31 December 2021, the Company has contingent liabilities which represent the letters of credits issued by the 

4.26 million (December, 2020: SR 1.53 
million) and letters of guarantee in favor of the Customs Department for custom duties amounting to SR 530 
thousand (December 2020: SR 530 thousand).  

 
- A public prosecutor from one of the governmental bodies has filed a case against the company, and decided to 

impose a fine on the company; however, the company's management and legal advisor believe that this 
decision is not final, that the company has strong arguments to respond to this case, and that there is no need 
to make any provision for it, and subsequent to the reporting date, this decision was objected before the 
Administrative Court in Riyadh.. 

 
2 . Related party  
The transactions with related parties primarily consist of the salaries, allowances and remuneration of senior 
executives. The senior management personnel mean the persons who have the power and authority 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). 
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2 . Related party   

 
The following is a statement of the total amounts included in the statement of comprehensive income during the 
year: 
 

 For the year ending December 31 
 2021 2020 

   

Salaries and bonuses for senior management employees 5,310,033 4,181,079 

Directors' remuneration 2,500,000 2,361,770 

Allowance for attending Board of Directors meetings 126,000 105,000 

Allowance for attending the Company's committee meetings 126,000 90,000 

Total 8,062,033 6,737,849 

 
 
2 . Fair value of financial instrument  
Fair value is the amount that is received upon the sale of one asset or paid to transfer a liability in an orderly 
transaction between market participants on the measurement date. Financial instruments comprise the company's 
financial assets and financial liabilities. 

 

Financial assets of the Company are cash and cash equivalents, Investment portfolios trade receivables and other 
receivables except for prepayments, while financial liabilities from loans made up of trade creditors, dividends 
payable and accrued expenses. 

 

The fair values of financial instruments are 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 values Fair value 
     
As at December 31, 2021           Level 1 Level 2 Level 3 

     
Investments at fair value through 
profit or loss 57,762,605      57,762,605      - - 

     
As at December 31, 2020     
Investments at fair value through 
profit or loss 49,104,683 49,104,683 - - 

 
. Risk management  

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

 
.1. Market risk 

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

 
(A) Interest rate risk 
Interest rate risk is that the value of financial instruments will fluctuate due to changes in the market interest rates. 
As at December 31, 2021, the Company has banking facilities from a local bank to issue letters of guarantee and 
credit to suppliers, and therefore the Company is not exposed to such risks. 
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. Risk management  
 
(B)  Currency risk 
Currency risk is the risk that the value of financial instruments will fluctuate due to foreign exchange rates. The 
Company is subject to fluctuations in foreign exchange rates in the normal course of its business. The company's 
management constantly monitors changes in foreign exchange rates against the Saudi riyal. The Company did not 
undertake significant transactions in currencies other than Saudi Riyals, Euro and US Dollar during the year. 
Therefore, the Company has not been exposed to significant risk in foreign exchange rates for the year ended 31 
December 2021.  
 

.2. Credit risk 
Credit risk is the risk that one party, of a financial instrument, will not be able to fulfill its obligations and cause the 
other party to incur a financial loss. The Company is exposed to credit risk arising from its operating activities 
mainly from cash in banks and trade receivables (Clients). The Company deals with reputable banks and high 
credit rating. The Company has a policy regarding the amount of funds deposited in banks, and the management 
does not expect significant credit risks from this side. 

 
Also, the management does not expect to be exposed to significant credit risks from customers' accounts, as it has 
a wide base of customers that operate in different locations and in different activities. It also monitors outstanding 
receivables periodically and the Company has established the necessary provision for the expected credit loss. 
The Company credit risk on the following balances: 

 
  2021  2020 
     
Cash and cash equivalents  47,914,295       87,174,345      
Trade receivables, net  16,282,219       22,725,528  

 
.3. Liquidity risk 

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet commitments associated 
with financial instruments. Liquidity risk may result from an inability to sell a financial asset quickly at an amount 
close to its fair value.  Management endeavors to ensure that sufficient funds are available to meet any obligations 
when they fall due. 

 
The following are the remaining contractual maturities of financial obligations at the end of the financial year. 

 

December 31, 2021 Book value 
Less than 1 

year 1-5 years 
More than 5 

years 
     
Trade payables 28,617,153      28,617,153        
Accrued expenses and dividend 
payables 19,642,329      19,642,329      

  

Zakat 10,794,445      10,794,445   
 59,053,927 59,053,927   

     
  Contractual cash flow 

December 31, 2020 Book value 
Less than 1 

year 1-5 years 
More than 5 

years 
     
Trade payables 30,238,386      30,238,386        
Accrued expenses and dividend 
payables 22,510,019      22,510,019      

  

Zakat 10,200,076 10,200,076   
 62,948,481 62,948,481   

 
The company works to reduce liquidity risk by making sure that bank facilities are available when needed. The 
company's sales conditions require payment of amounts within 30 to 60 days from the date of sale. Accounts 
payable is usually paid within 30 to 60 days of the purchase date. 
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3 .  Comparative figures 
Certain comparative figures have been reclassified in line with the presentation for the current year.  

 
3 .  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 period, 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 initial 
condensed financial statements for the year ending on December 31, 2021. The company continues to closely 
monitor the developments of this pandemic, although the management at this time is not aware of any expected 

 
 
33.  Dividends  

 
- The Ordinary General Assembly for the Company, held on March 22, 2021, resolved to approve the Board of 

December 31, 2020 at SR. 0.50 per share for total amount of SR. 48,950,000 at 5% of the capital, provided that 
the eligibility is Shareholders who own shares at the end of trading on the day of the General Assembly meeting 

(Depository Center) at the end of the second trading day after the due date. 
 
- The Board of Directors resolved in its meeting on 04/27-1443 H corresponding to 02-12-2021, to distribute 

period ending on September 30, 2021 (9 months). 
 
- As at December 31, 2021, the total dividends distribution during the year 2021 amounted to SR. 97,900,000. 

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

 
35. Approval of the financial statements 
The financial statements has been approved by the board of directors on Rajab 27, 1443 H   
corresponding to February, 28, 2022.  

 


