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AUDITORS’ REPORT

To: The Shareholders
Qassim Cement Company- Saudi Joint Stock Company
Qassim, Saudi Arabia

We have audited the accompanying consolidated financial statements of QASSIM CEMENT
COMPANY - Saudi joint stock company- (the Company), which comprise the
consolidated balance sheet as at December 31, 2009, and the consolidated statements of
income, cash flows and changes in equity for the year then ended and the attached notes ¢}
through (27) which form an integral part of the consolidated financial statements.

Management responsibility

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with generally accepted accounting standards in the
Kingdom of Saudi Arabia and in compliance with Article 123 of the Regulations for
Companies and the Company’s Articles of Association. This responsibility includes
designing, implementing and maintaining internal control system relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances. Management has provided us
with all the information and explanations that we require relating to our audit of these
consolidated financial statements.
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Auditor responsibility

Our responsibility is to express an opinion on thesc consolidated financial statements based
on our audit. We conducted our audit in accordance with generally accepted auditing
standards in Saudi Arabia. Those standards require that we comply with relevant ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the
consolidated financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on our
judgment, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, we
consider internal control system relevant to the entity's preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
company's internal control system. An audit also includes evaluating the appropriateness of
accounting principles used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
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Opinion
In our opinion, the consolidated financial statements, taken as a whole:

13 present fairly, in all material respects, the consolidated financial position of the
Company as at December 31, 2009 and of its consolidated results of its operations,
cash flows and changes in equity for the year then ended in accordance with generally
accepted accounting standards in the Kingdom of Saudi Arabia approprizte to the
circumstances of the Company; and

2)  Comply with the requirements of the Regulations for Companies and the Company's
Articles of Association with respect to the preparation and presentation of the
consalidated financial statements.

Tarek Abdul Rahman Al Sadhan
Licence No. 352

Riyadh on: 7/3/14311
Corresponding to: 21/2/2010G
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: QASSIM CEMBT CGMPANY
(Saudx'Jomt-'Stock Co o

(Saud1 Rlyals)
Notes 2009 2008

ASSETS
Current assets:
Cash and cash equivalents (4) 15,595,454 336,278,786
Murabha term deposits 157,000,000 283,544,412
Trading investments (5) 461,987,968 7,755,377
Trade receivables, net (6) 46,002,634 51,918,774
Prepayments and other receivables, net @) 7,783,108 26,691,579
Inventories, net (8) 193,606,519 206,840,130
Total current assets 881,975,683 913,029,058
Non-current assets:
Property, plant and equipments, net (9) 1,247,489,892 1,200,211,509
Capital work in progress (10) 69,464,660 108,520,979
Deferred expenses, net (11) 45,417,454 48,455,977
Total non-current assets 1,362,372,006 1,357,188,465
Total assets 2,244,347,689 2,270,217,523
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® LIABILITIES AND EQUITY Notes 2009 2008
Current liabilities:
Trade payables 11,633,700 29,451,170
Current portion of long term loans (12) 55,000,000 44,000,000
Accrued expenses and other current liabilities (13) 132,311,106 208,693,161
Dividends 32,943,117 32,502,385
Zakat Provision (14) 20,931,919 14,789,044
Total current liabilities 252,819,842 329,435,760
Non-current liabilities:
Long term loans (12) 144,500,000 199,500,000
Employees’ end of service benefits (15) 18,919,644 18,387,643
Total non-current liabilities 163,419,644 217,887,643
Total liabilities 416,239,486 547,323,403
EQUITY
Sharcholders’ equity:
Capital (1) 900,000,000 450,000,000
Statutory reserve (16) 85,200,428 225,000,000
General reserve (17) 376,016,157 375,996,157
Retained earnings 467,980,168 672,576,318
Total Shareholders’ equity 1,829,196,753 1,723,572,475
Minority interests (1,088,550) (678,355)
Total equity 1,828,108,203 1,722,894,120
Total liabilities and equity 2,244,347,689  2,270,217,523

The accompanying notes (1) through (27) form an integral part of these consolidated financial statements
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QASSIM CEMET C( 'MPANY »
(Sau“’_,:Jomt‘Stoc: Co)

2009

2008

Sales 986,556,854 820,210,361
Cost of sales (417,323,922) (294,179,515)
Gross profit 569,232,932 526,030,846
Selling and marketing expenses (18) (6,099,418) (5,754,031)
General and administrative expenses (19) (28,380,113) (16,153,441)
Operating Income 534,753,401 504,123,374
Other income (20) 98,725,541 29,541,434
Other expenses (21) (9,652,379) (16,124,548)

89,073,162 i
Net income for the year before Zakat and
minority interests 623,826,563 517,540,260
Zakat provision (14) (22,232,480) (1,473,137)
Net income before minority interest 601,594,083 516,067,123
Share of minority interests in the net loss of a
subsidiary 410,195 678,355
Net income 602,004,278 516,745,478
Earning per share from operations (22) 5,94 5,60
Earning per share from other income and (22)
expenses 0.99 0,15
Earning per share from the net income (22) 6,69 5,74

The accompanying notes (1) through (27) form an integral part of these consolidated financial statements
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% CONSOLIDATED STATEMENT
OF CASH FLOW '

(Saud1 Rlyals)

~ Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by
operating activities:

Depreciation

Amortization of deferred expenses

Allowance for doubtful debts

Net loss on sale of property, plant and equipments
Unrealized loss/(gain) from valuation of trading investments
Net loss of subsidiary for the year ended 2007

Provision for other debt balances

Provision for slow moving and obsolete inventory

Zakat provision

Employees’ end of service benefits provision

Share of minority interests in the net loss of a subsidiary

Changes in operating assets and liabilities:
Trade receivables

Prepayments and other receivables
Inventories

Accounts payables

Accrued expenses and other current liabilities
Employees’ end of service benefits paid
Zakat paid

Net cash provided by operating activities

As At December 31, 2009»

2009 2008
602,004,278 516,745,478
87,216,770 85,927,241
6,804,093 7,320,692
320,000 :
67,620 193,189
(2,852,406) 3,913,394
- 2,361,686
420,000 69,294
11,330,593 :
22,232,480 1,473,137
3,060,699 4,008,662
(410,195) (678,355)
730,193,932 621,334,418
5,596,140 (6,578,655)
18,488,471 (13,063,003)
1,903,018 (76,730,573)
(17,817,470) 4,248,902
(76,382,055) (103,243)
(2,528,698) (1,873,695)
(16,089,605) (16,158,449)
643,363,733 511,075,702
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(Saudx nyals)

Cash flows from investing activities:

Murabha term deposits

Additions to property, plant and equipments

Capital work in progress

Trading investments

Deferred expenses

Proceeds from sale of property, plant and equipments
Net cash used in investing activities

Cash flows from financing activities:

Proceeds from long term loans
Payments for long term loans
Dividends paid

Board of directors remuneration

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

2009 2008
126,544,412 (222,607,757)
(45,805,180) (14,642,062)
(53,236,401) (89,027,513)

(451,380,185)
(340,943) (234,275)
110,500 63,000
(424,107,797) (326,448,607)
< 27,350,000
(44,000,000) (26,000,000)
(494,559,268) (307,977,747)
(1,380,000) (1,557,143)
(539,939,268) (308,184.,890)
(320,683,332) (123,557,795)
336,278,786 459,836,581
15,595,454 336,278,786

The accompanying notes (1) through (27) form an integral part of these consolidated financial statements




Balance at January 1, 2008

Net income

Dividends

Board of directors remuneration
Transferred from Board of directors
remuneration

Share of minority interests in the net
loss of a subsidiary

Balance at December 31, 2008
Transfer to capital increase

Net income

Transfer to statutory reserve
Dividends

Board of directors remuneration
Transferred from Board of directors
remuneration

Share of minority interests in the net
loss of a subsidiary

Balance at December 31, 2009

a7

(24)

(17)
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Total
Statutory General Retained shareholders Minority

Notes Capital Reserve Reserve Earnings cquity interest Total )
450,000,000 225,000,000 375,753,300 472,630,840 1,523,384,140 " 1,523,384,140
- - - 516,745,478 516,745,478 - 516,745,478

- - - (315,000,000) (315,000,000} -- (315,000,000}

0 = o (158005000) (1-80{)7000) S (1,800)000)'

- - 242,857 - 242,857 - 242,857/

- - - - -- (678,355) {678.355)
450,000,000 225,000,000 375,996,157 672,576,318 1,723,572,475 (678,355} 1,722,894,120
450,000,000 (200,000,000) - (250,000,000) -- -
- - -- 602,004,278 602,004,278 - 602,004,278

- 60,200,428 - (60,200,428) - - -

- - - {495,000,000) (495,000,000) - (495,000,000

- - - (1,400,000) (1,400,000) - (1,400,000)

s " 20,000 ioo 20,000 - 20,000

5 - 2 - (410,195) (410,195)‘
900,000,000 85,200,428 376,016,157 467,980,168 1,829,196,753 (1,088,550) 1,828,108,203

The accompanying notes (1} through (27) form an integral part of these consolidated financial statements




(QASSIM CEMET COMPANY

~ (SaudiJoint Stock Co.)
azndll Ciowl . NOTES TO CONSOLIDATED |
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. As At December 31,2009
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< Bissnizail 1 activity:

Qassim Cement Company, (the Company) is a Saudi Joint Stock company registered in Buraidah at Shaban 28
1398H (corresponding to August 2, 1978G), under Commercial Registration No. 1131001224, The company was
established by the Royal Decree No. M/62 on Shaban 15, 1396H (corresponding to August 11, 1976G).

As per the resolution issued by the company’s extraordinary general assembly that was held on Dhul Qeda 28,
1430H (corresponding to November 16, 2009) where it was agreed to increase the company’s capital from SR.
450 million (equivalent to 45 million share) to SR. 900 million (equivalent to 90 million share) representing 100%
increase through the use of SR. 200 million from statutory reserve and SR. 250 million from retained earnings.
Such increase occurred by stock dividend to each paid share, priority will be given to registered shareholders in
company’s records retained in Securities Data Centre at the end of transaction day where the meeting was held. The
above mentioned stock dividends were added to the shareholders investment portfolio on Dhul Heja 24, 1430H
(corresponding to November 21, 2009. Legal procedures aimed to amend the company’s commercial registration
is in progress, the general assembly approved the amendment of the company’s period to be 99 Gregorian years
commencing from the date of Minister of commerce resolution declaring the company’s incorporation.

The principal activities of the company are to manufacture and sale of cement and its related products and other
related direct activitics. The company’s registered office and factory are located in Buraidah city, Qassim.

The accompanying consolidated financial statements include the activities of the company and the activities of
Cement industries limited Company, a limited liability company (the subsidiary) registered in Buraidah under
commercial registration no. 1131024146 dated Rajab 22, 1428H (corresponding to August 6,2007). On Ramadan
19, 1430H (corresponding to September 9, 2009) the partners of the subsidiary decided to increase its capital
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from SR. 500,000 to SR. 50 million through the credit balance of the company recorded in the subsidiary’s books
and to change the ownership interest percentages of the partners as per the following;

The partners Ownership interest percentage
Before increase After increase
Qassim Cement Company 95% 99%
Mr. Abdullah bin Abdullatif Al Seif 5% 1% '

The subsidiary’s commercial registration was amended by the capital increase on Ramadan
19, 1430H (corresponding to September 9, 2009), the principal activities of the subsidiary
are the production, wholesale and retail trading in ready mix concrete, blocks, tiles and
cement products.

2. Basis of preparation:
The accompanying consolidated financial statements have been prepared in accordance with generally accepted
accounting standards in Saudi Arabia issued by the Saudi Organization for Certified Public Accountants (SOCPA),
under historical cost convention (except for trading investments that are stated by its fair value), using the accrual
basis of accounting and the going concern concept, the consolidated financial statements are expressed in Saudi
Riyals which is considered the functional currency. The consolidated financial statements were approved by the
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board of directors on Rabie I 7, 1431 H(corresponding to February 21, 2010G.

The company’s financial year starts at T January and ends at 31 December in accordance with the company’s
articles of association.

The preparation of consolidated financial statements requires management to make judgment, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, income and
expenses. Although the estimates and assumptions are based on historical events and other factors that are
considered to be relevant, the actual results may differ from these estimates.

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 and in future periods affected.

3. Sienificant -

The accounting policies set out below have been applied consistently to all periods presented in the consolidated
financial statements:

a) Basis of consolidation

The accompanying consolidated financial statements include the financial statements of the company and its
subsidiary set forth in Note (1) above. Subsidiaries are entities controlled by the Company. Control exists
when the Company has the power to govern the financial and operating policies of an entity so as to obtain
benefits from its activities. The financial statements of subsidiaries are included in the consolidated financial
statements from the date that control commences until the date control ceases and will not be included if the
subsidiary was under restructuring.
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The financial statement of subsidiary prepared at the same year end date of the company

and by relevant accounting policies applied. For the purpose of preparing the consolidated financial |
statements, all intragroup balances and financial transactions resulting from transactions between the
Company and the subsidiary are eliminated. Also, any unrealized gains or loses arising from intragroup
transactions are eliminated.

b) Cash and cash equivalents

Cash and cash equivalents represent cash in hand and at banks, short term Murabha deposits (having
maturity within three months or less from the date of acquisition).

¢) Trading Investments

Investment in trade securities which are purchased for trading purposes are initially recorded at cost
and then remeasured and stated in the balance sheet at market value and included under current assets.
Realized gain or loss on sale of trade securities and any unrealized gain or loss resulted from changes in
market value at balance sheet date are credited or charged to income statement.

If the fair value of such investments is not determined, then the securities will be valued by cost.







