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YAMAMA SAUDI CEMENT COMPANY
SAUDIJOINT STOCK COMPANY

Capital : S.R. 450 Million (Fully Paid)

Head Office : Yamama Building. Batha Swreet. Rivadh

Head Office Phone: JOSB288 (10 lines)

Head Office Fax: 4033292

Factories Al-Kharj Road. Kilo 7

Factories Phone : 4951300

Factories Fax : 4954132

Type of Products [ Ordinary Portland and Sulphate Resis stamt Cement.

2) Cement Paking Bags - 30 Million Bags Per Year (one
shift/day)
Production Capacity  2.750.000 Ton Clinker per vear (the equivalent to

2.880.000 ton cement per vear).

Address P.O. Box 293 Riyadh
Postal Code 11411
Membership of Chamber of Commerce 328

Commercial Register No. 1578

Web Site WWW.YAMAMACEMENT.COM

Head office HEADOFFICE@YAMAMACEMENT.COM
Factory FACTORY @ YAMAMACEMENT.COM
Banks National commercial Bank

Rivadh Bank

Arab National Bank

Saudi American Bank

El Bank Al Saudi Al Fransi

Al Rajhi Banking & Investment Co.

Saudi Investment Bank

-36-



Certified Accountants i

Aldar Audit Bureau %

Professional Partnership Co Licence No 36 ) I
Abdullah AlBasri & Co

Member Firm of
Grant Thornton

1232/100/A

AUDITORS' REPORT TO THE SHAREHOLDERS OF
YAMAMA SAUDI CEMENT COMPANY LTD.

We have audited the accompanying balance sheet of Yamama Saudi Cement Company Ltd.-
Saudi Joint Stock Company - as of December 31, 2003 and the related statements of income,
cash flows and changes in shareholders' equity for the year then ended together with
accompanying notes Nos. 1 - 18. These financial statements had been prepared by the
company's management in accordance with article No. 123 of the companies' regulations. Our
responsibility is to express an opinion on these financial statements based on our audit and
information which we obtained and deemed necessary in the circumstances.

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

In our opinion, the financial statements referred to above as a whole :

- Present fairly, in all material respects, the financial position of Yamama Saudi Cement
Company Ltd - A Saudi Joint Stock Company - as of December 31, 2003 and the results
of its operations and cash flows for the year then ended, in conformity with generally
accepted accounting principles.

- Comply with requirements of companies regulations in the Kingdom of Saudi Arabia
and the company's by laws concerning the presentation and disclosure of the financial
statements.

Aldar Audit Bureau
Abdullah Al Basri & Co.

Abdullah M. Al Basri
Certified Accountant
(Licence No. 171)

Riyadh, Muharram 25, 1425 A.H.
Corresponding to March 16, 2004 A.D.

Head Office - Riyadh
Green Saloan Building

2nd Floor

Olaya Main Street

P O Box 2195 Riyadh 11451
Kingdom of Saudi Arabia
Tel (.« 966 1 463 0680

Fax {+ 966) | 464 5839
E-mail audit Zaldarab com
hitp www gti o1y
Branches - Jeddah Khobar




16- INCOME FROM INVESTMENTS

2003 2002
S.R S.R
Income from Cement Product
Industry Co. Ltd. - Investee 20.584.279 74.641
Income from Saudi Industrial Investment
Group - Investee 1.075.740
Income from the investment in Government
Development Bonds 8.726.469 11.850.000
Total 30.386.488 11.924.641
17- CONTINGENT LIABILITIES
2003 2002
S.R S.R
In Favour of Others
Letters of guarantee to Third Parties 211339.823 21.761.954
Letters of Credit L2UE3 1315 4.485.800
Board of Directors” Membership Deposits Shres 80.000 90.000
Financial Committments against
capital works contracts 223.846.632
In favour of the Company
Letters of Guarantee and Credit 243.432.107 135.202.671
18- INTRODUCTION

a) Some comparative figures were reclassified to be in line with this year
presentation.

b) The figures of the financial statements are rounded to the nearest Saudi

Riyal.




13- CAPITAL RESERVE

Capital reserve .cpresents the compensation received from the government
against a withheld piece of land in excess of its book value.

[4- SELLING AND DISTRIBUTION EXPENSES

2003 2002

S.R S.R
Salaries, wages & related benefits 2.225.952 2.287.618
Materials Supplies 12.760 54.369
Services Supplies 807.006 514.691
Depreciation 180.352 192.713
Rents 23.600 164.480
Total 3.249.670 3.213.871

15- GENERAL & ADMINISTRATIVE EXPENSES

2003 2002

S.R S.R
Salaries, Wages & related Benefits 11.055.873 10.967.036
Materials Supplies 669.688 599.360
Services Supplies 4.008.431 3.088.869
Depreciation 1.743.560 1.656.531

Total

<33.

17.477.552

16.311.796



b) Movement of Zakat Provision During the Year

2003 2002

S.R S.R
Balance at Beginning of Year 17.665.462 16.462.659
Paid During the Year (17.215.874) (16.062.197)
Formed During the Year 18.000.000 17.265.000

Balance at End of Year 18.449.588 17.665.462

¢) ZAKAT STATUS

Final zakat assessments for the years from 1403 to 1997 were issued by
DZIT and all dues were paid without obtaining final zakat clearance
cerificate until the company pays the tax on non resident parties who had
carried out the expanision of its factory during the years 1972 & 1976. The
tax dues as per DZIT assessents amounted to SR. 59.137.488 ot which the
company to date had paid SR. 25 million.

Final zakat assessments for the years from 1998 to 2001 were i1ssued by
DZIT after the company had filed the zakat returns for the said years and
paid zakat on the basis. However, the company appealed against differences

amounted to SR. 4.698.511 but DZIT did not judge such appeal as yet.

The company had filed its zakat return for the year 2002, DZIT had raised
some queries and the company is in process to respond.

12- CAPITAL

The authorized and paid up capital is SR. 450.000.000 divided into 9 million
shares, each of SR 50.
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b) NET BOOK VALUE OF FIXED ASSETS

n Land Butldings, Plant & Vehicles & | Tools Office Tools
NOTE Constractions | Machinery |Conveyances Furniture &
Facilities & Equipment
Roads
Fixed Assets Cost SR S.R. 3K SR. SR. S.R. S.R.

Cost as at 31/12/202

1.767.200

601.362.775

[.244.099.883

13.601.512

7.335.143

13.377.097

|.881.543.620

Additions 2.171.183 6.304.782] 1.460.500 2774338 12.710.803
Disposals (9.420.806) |  (9.420.806)
Total Cost

As at 31/12/2003 1.767.210{603.533.958 | 1.250.404.665 [ 15.062.0127.335.143 | 6.730.629 | 1.884.833.617
Accumulated

Depreciation

As at 31/12/2002 556.908.47711.212.110.695(12.399.92117.334.792( 11.131.218 | 1.799.884.803
Additions 5.575.989 5.280.894|  682.669 184] 869.118 12.408.854
Disposals (9.420.806) |  (9.420.806)
Accumulated

Depreciation

As at 31/12/2003 562.484.466(1.217.391.589(13.082.590 [ 7.334.676| 2.579.530| 1.802.872.851
Net Book Value

Asat 317122002 | 1.767.210] 44.454.298( 31.989.188| 1.201.59] 651 2.245.879 81.658.817
Net Book Value

Asat 31/122003 | 1.767.210] 41.049.492( 33.013.076| 1.979.422 4671 4.151.099 81.960.766
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7- INVESTMENTS

2003 2002
S.R S.R
A Investments valued at equity method
Shares in Cement Product Industry Co. Lid.
Jeddah (331/3%) 9.447.279 8.184.615
B Investments valued at cost
Saudi Industrial Investment Group (3.25%) 42.246.300 21.514.800
Industrialization & Energy Services Co. 30.000.000 30.000.000
(5.625%)
C Investment in Government 250.000.000 250.000.000
Development Bonds
331.693.579 309.699.415
8- FIXED ASSETS
2003 2002
S.R S.R
Net Book value of Fixed Assets- 81.960.766 81.658.817
Net value of Spare parts of Machinery
and klins after provision
of Obsolescence 154.040.553 149.861.929
Letters of Credit and Fixed Assets
Purchase Orders 1.801.933 6.001.230
Total 237.803.252 237.521.976
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4- CASH ON HAND AND AT BANKS

2003 2002

S.R S.R
Cash on Hand 193.465 175.033
Cash at Banks 161.467.744 185.238.267

Time Deposits

Total

356.250.000
517.911.209

307.500.000
492.913.300

5- ACCOUNTS RECEIVABLE AND OTHER DEBIT BALANCE

2003 2002

S.R S.R
Customers 135.788.432 131.158.401
Advances to Suppliers 9.977.912 4.876.264
Staff 180911 123.356
Accrued Revenue 2.623.913 5.837.861
Deposits with Others 9.795.923 9.726.243
Sundries 408.058 702.721
Total 158.775.149 152.242.846

6- INVENTORIES

2003 2002

S.R S.R
Finished Goods and in Process 96.538.303 127.491.330
Raw Materials, Packing Bags
and Other Materials 10.743.492 5.961.104
Total 107.281.795 133.452.434
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f)

Provision for Zakat

Zakat provision is made and recorded at the end of each fiscal year in
accordance with the Saudi Arabian zakat regulations, the difference in zakat
assessments are accounted to the relevant heads of income statement when
final zakat assessments are obtained.

Revenue Recognition

h)

I- Sales revenue is recognized upon the issuance of sales orders and

delivery of goods.

- Revenue from building lease is recognized on accrual basis in accordance

with lease contracts.

3- Income resulting from investments in companies capital when the
ownership exceeds 20% is accounted for based on the issued financial
statements of invested companies using equity method.

4- Income resulting from investments in companies when the ownership
less than 20% is accounted for when received.

5- Income from investments in government development bonds are
accounted for on accrual basis.

Deferred Chasrges

Major maintenance expenses relating to dry kilns and mills are capitalized
and amortized using straightline method over a period ranging from 2-5
years.

Inventories

Raw mateilas, unfinished goods, packing utilites and other supplementary
material are valued at cost using moving weighted average method.
Finished goods are valued at the lower of cost or market value.

Cash and Cash Equivalent

For the purpose of prepartation of statement of cash flows, cash and cash
equivalent consists of cash on hand. cash at banks and deposits (Note 4).
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b)

Foreign Currencies Exchange

ransactions in foreign currencies during the year are converted into Saudi
Riyal at the rates of exchange ruling on the date of transaction. Assets and
liabilities denominated in foreign currencies at the balance sheet date are
translated into Saudi Riyal at the exchange rate ruling on that date, Gains or
losses are accounted to relevant heads of Income Statement.

Investments in companies capital

d)

Whenever the company’s ownership in other companies’ capital is mor than
20%, the investments are valued and recorded using the equity method and if
the ownership is less than 20%. investment are valued at cost and revalued at
the year end to arrive at their fair value.

Investments in Government Development Bonds

Investments in government development bonds if held to maturity dates are
recorded at their historical cost.

Provision for End of Service Indemnity

e)

Provision for end of service indemnity is calculated in accordance with the
Saudi Labour Law.

Reserves

I

Statutory Reserve

In accordance with Article No. 125 of companies regulations and article No.
54 of company’s By laws 10% of its net profits is appropriated for a statutory
reserve. The reserve had been ceased in 1998 based on resolution declred by
the company’s ordinary general assembly since the reserve balance exceeded
not half of the company’s capital.

-Additional Keserve

in accordance with article No. 54 of the company’s By laws, an additional
reserve is appropriated upon the suggestion of the board of directors and
approval of the company’s ordinary general assemblty.
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NOTES TO THE FINANCIAL STATEMENTS

1- INTRODUCTION

Yamama Saudi Cement Compay Ltd. is a Saudi Joint Stock Company established
vide Royal Decree No. 15 dated 13/3/1381 A.H.. registered under the Registration
No. 1010001578 dated 18/4/1379 A.H., The duration of the company is 50 years
commencing from the date of C.R.

Authorized and paid up capital is SR. 450.000.000 divided into 9 million shares.
value of each is SR. 50. The company is fully owned by Saudi individuals,
companies and others likwise. The head office of the company is located in
Riyadh city. The Company is engaged in production and trading of cement and its

substances and derivatives.

The annual production capacity of the factories is 2.750.000 tons of clinker
produced through six dry kilns. The Company had also established a packing
paper factory necessary for cement with annual production capcity of 30 million bags.

2- BASIS OF ACCOUNTING, PREPARATION & PRESENTATION OF
FINANCIAL STATEMENTS

a) The financial statements have been prepared on accrual basis under the
historical cost convention and in accordance with generally accepted

accounting principles.

b) The books of accounts are maintained by computer in Arabic language.

¢) The company prepares its financial statements in compliance with
presentation and general disclosure standard.

2- SIGNIFICANT ACCOUNTING POLICES
a) Depreciation of Fixed Assets
The company follows straightline mehod when depreciating its fixed assets
using the following annual rates:

Buildings, Constructions, facilities & Roads 3-10%

Plant & Machinery 7-15%

Vehicles and Conveyance 25 %

Tools 10 %

Furniture & Office Equipment 20 %
D4



FOR THE YEAR ENDED DECEMBER 31.2003

2003
S.R.

DESCRIPTION

2002
S.R.

(21.994.164)

(12.710.803)

(4.178.624)
4.199.297
(93.989.6606)
(5.482.821)

2.580.276

131.576.505

Cash Flows from Investing Acivities

(Increase) in Investments

Purchase of Fixed Assets

(Increase) Decrease in Spare Parts

and Equipment Inventory

Decrease (Increase) in Letters of Credi & Ordrs
(Increase) in Capital Works in Progress
(Increase) in Deferred Charges

Decrease in Loans to Affiliated Companies
Proceeds from sale of Fixed Assets

Net Cash Flows (Used by) Investing Activities

(30.074.641)

(3.515.716)

S01.186
(1.904.411)
(19.648.969)

(9.496.421)

45.900

(64.093.072)

(267.593.389)

(267.593.389)

24.997.909

492.913.300

517.911.209

Cash Flows from Financing Activities

Dividends Paid and Other dues to Shareholders

Cash Flows (Used by) Financing Activities

(268.814.932)

(268.814.932)

Increase in Cash and Cash Equivalent
Cash and Cash Equivalent - Opening Balance

Cash and Cash Equivalent - Ending Balance

38.475.586

454.437.714

492.913.300

of these financial statements




STATEMENT OF CASH FLOWS

% DESCRIPTION 250%:.2_
Cash Flows from Operating Acivities
388.596.210 | Net Income 320.048.118
(1.800.000) | Remuneration of Board of Directors (2.000.000)
Add (Deduct)

12.408.854 | Depreciation of Fixed Assets 49.131.795
7.097.196 | Amortization of Deferred Charges 8.326.712
1.844.984 | Provision for End of Service Indemnity 1.401.465

784.126 | Provision for Zakat 1.202.803
(Increase) in Accounts Receivable

(6.350.303) | and Other Debit Balances (25.153.872)

26.170.639 | Decrease in Inventories 23.749.146

(36.363) | (Increase) in Prepaid Expenses (386.826)

(392.614) | (Decrease) in Accounts Payable - Suppliers (1.682.231)

(Decrease) in Sundry Creditors

(4.434.366) | & Other Credit Balances (3.249.430)

279.440 | Increase in Accrued Expenses 38.519

Gains from Sale of Fixed Assets (42.609)

424.167.803 | Net Cash Provided by Operating Activities 371.383.590

The attached notes | to 18 form part
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AT DECEMBER 31.2003

NOTE 2003 ASSETS 2002
S.R. S.R.
CURRENT LIABILITETS
19.308.319 | Accounts Payable - Suppliers 19.700.933
sundry creditors and
10 53.360.701 | other credit balances 57.795.067
941.734 | accrued expenses 662.294
270.000.000 | proposed dividends to shareholders 270.000.000
dividends payables and other
15.075.711 | dues to shareholders 12.669.100
11 18.449.588 | provision for zakat 17.665.462
377.136.053 | TOTAL CURRENT LIABILITIES 378.492.856
NON-CURRENT LIABILITIES
34.838.973 | Provision for End of Service Indemnity 32.993.989
411.975.026 | Total Libilities 411.486.845
12
SHAREHOLDERS” EQUITY
13 450.000.000 | Capital 450.000.000
300.534.501 | Statutory Reserve 300.534.501
7.400.635 | Capital Reserve 7.400.635
300.000.000 | Additional Reserve 200.000.000
18.863.398 | Retained Earnings 2.067.188
1.076.798.534 | Net Shareholders’ Equity 960.002.324
1.488.773.560 | Total Liabilities and Shareholders’ Equity | 1.371.489.169

of these financial statements
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BALANCE SHEET AS

NOTE 2003 LIABILITIES & SHAREHOLDER'S EQUITY 2002
S.R. S.R.
CURRENT ASSETS
4 517.911.209 | Cash on Hand & at Banks 492.913.300
Accounts Receivable &
5 158.775.149 | Other Debit Balances 152.424.846
6 107.281.795 Inventories 133.452.434
1.108.627 Prepaid Expenses 1.072.264
785.076.780) | Total Current Assets 779.862.844
NON-CURRENT ASSETS
7 331.693.579 | Investments 309.699.415
8 237.803.252 | Fixed Assets 237.521.976
9 116.501.990 | Capital Works in Progress 22.512.324
17.697.959 | Deferred Charges 19.312.334
- Loan to Affiliated Companies 2.580.276

703.696.780

Total Non-Current Assets

1.488.773.560

Total Assets

591.626.325

1.371.489.169

The attached notes 1 to 18 form part
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Employment of Saudis :

The company continue its policy that aims at recruiting Saudi national.
Saudization in the company recahed 50% of the total manpower copmared to

47% in the last year.

1- Key Exsisting Projects in the Company :
First : New Production Line Project :

As we pointed out in the last year report, the copmany intends to build a new
production line. After carryingout the technical, marketing , and commercial
studies, it was decided to build up a new production line on a best technical
level abailable with a capacity of not less than (10.000) tons clinkdr/day. The
specifications of cement produced would be higly distinct with very competitve
cost of production. This new line will provide outstanding flexibility for
production level whereas it would be possible to retain all or some of the old
lines accoring to the marke’s requirements.

We are pleased to inform your honourable assembly that, the Company has
concluded some contracts for construction of this new line with a total costs of
approximately 1.600.000.000 (One thousand, six hundred million Riyals)
within an execution period not exceeding three years.

Second : Turbine Power Station:

On 11/11/2003 the company has concluded a contract with approximately value
of 270 million Riyal for manufacture, supply. installation and commissioning
of Turbine Power Station, the capacity of which could reach 85 MW. This
Station will cover the needs of the Company with a cost far below the exsisting
one, and that is due to utilization of Gas fuel instead of Diesel. The First and
the second units shall be operated by the end of this year.



Dear Shareholdrs :

The Board of Directors as welcoming and thanking your acceptance of its
invitation for attending the 38 th ordinary meeting, has the pleasure to present
to your honours, its annual report regarding the results of your Company works
for the year ended 31/12/2003 alongwith the FINANCIAL Statements for the

sdame year.

Production & Sales :
First : Production :

Production of clinker from the six klins during 2003 reached (2.848.170) tons
vresus (2.778.581) tons in the previous year, and production of cement was
(3.111.100) tons during the said year versus (2.848.432) tons in the previous
year with an inrease of 9.2 %.

Second : Sales:

Quantity of cement sold during the year 2003 reached (3.124.357) tons versus
(2.856.528) tons in the previous year with an increase of 9.3 %. It is the biggest
quantity to be sold since the company started production in the year 1966. This
incraese attributes to the continous improvement of cement demand in the local
markets that led to a complete sale of the whole production of the comopany
during the year, in addition to withdrawal of a part of clinker stock available to
the company. Also a quantity of (123000) tons of clinker was sold locally. The
stock was reduced by 13% to reach (1.492.000) tons at the end of 2003.






Board of Directors Report
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To the General Assembly of the Company’s shareholders in its 38 th

ordinary meeting to be held on Monday 07/03/1425 H corresponding
to 26/04/2004,atter Maghreb Prayer at Riyadh Shiration Hotel.
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