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INTRODUCTION

Dear shareholders of Tabuk Cement Company

Peace, mercy and blessings of Allah upon you

We are pleased to present to you the annual report of your board of directors, which is
submitted to your esteemed general assembly to view, discuss and then approve. This
reportincludes a summary of the company>s activities, and the developments of its business
at the operational, financial and administrative levels during the year 2021 AD. The report
also includes the mechanisms for implementing governance and detailed information
about the members of the Board of Directors and the committees emanating from the
Board. Moreover, the report contains quick overviews of the risks facing our business, our
future expectations for the fiscal year 2022 AD, as well as reviewing the company>s most
prominent initiatives to promote health, the environment and sustainable growth.

It should be noted that this report was prepared in accordance with the requirements of
the Corporates’ Governance Regulations issued by the Capital Market Authority and the
Companies’ Law issued by the Ministry of Commerce, taking into account the adoption
of a high degree of transparency and disclosure in a way that enhances the loyalty of all
stakeholders in the company and helps shareholders and investors make their investment
decisions.

We begin this report with the message of the Chairman of the Board of Directors and then
the word of the Chief Executive Officer (CEO), and then we begin to list the information and
data of the report according to the Table of Contents
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Mr. Saud Bin Soliman Al-Jehani

Chairman of the Board of Directors

e

Chairman of the Board of Directors’
Message

On my own behalf and on behalf of the members of the Board of Directors, | am pleased to
invite you to review the annual report of the Board of Directors for the results of the financial
year ending on December 31, 2021 AD. The report reflects the company’s achievements,
within the framework of the company’s tireless efforts to reach its goals and achieve its
vision.

A year has passed, and a new year has come, which is full of great challenges and difficult
fluctuations. Perhaps the most important of those challenges that fall upon us is to assume
responsibility faithfully and manage the rudder successfully.

The success that we witness daily in achieving the goals of the Kingdom's Vision 2030, is
the biggest motivation for everyone in all sectors, including the industrial sector in general
and the cement industry in particular. This was evident in the private sector incentive plan,
which contributed to identifying the current weaknesses as well as future risks to eliminate
and avoid them, as well as strengths and future opportunities to reinforce and seize them.

In conclusion, we extend our highest thanks and appreciation to the Custodian of the Two
Holy Mosques, King Salman Bin Abdulaziz “may Allah protect him”, His Crown Prince, His
Royal Highness Prince Muhammad Bin Salman Bin Abdulaziz, “may Allah protect him”, for
their generous support to the private sector. Their backing had the effect of adding flexibility
and the necessary ability to the Kingdom»s economy, to deal with wider options towards
this crisis and other things that the world>s economies faced.

| also extend my sincere thanks and appreciation for your trust in the company. Thanks
are also due to colleagues in the Executive Management, and all the employees of the
company for their sincere efforts. We also thank our clients and shareholders for their trust
and support to us, which will always be an incentive to do more, looking forward to more
successes during the year 2022 AD.
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Engineer: Ali Bin Saif Al-Qahtani
Chief Executive Officer (CEO)
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Chief Executive Officer's Word

I am pleased to meet you through this annual report to shed light on the company»s
achievements for the past year and our plans for the next stage, which would not have been
possible without your continuous support and great confidence that forms the backbone of
our giving and continuity.

Tabuk Cement Company has been able to achieve good operating revenues, thanks to Allah
Almighty, despite the surrounding circumstances, in which it was necessary to take firm and
influential decisions at the same time, by relying on the advices of the company's Board of
Directors, and the efforts of the executive management and specialized teams.

In light of these changes, we have been keen to enhance the company>s revenues from its
fixed incomes to support its performance in the markets in which it operates. We were able,
with God»s help, to maintain a balanced pace in the company»s operational revenues. Tabuk
Cement Company is proud of its distinguished system in the field of corporate governance.
In 2021, the main focus was on the governance of risk management, as we implemented
an integrated framework that was developed, and was approved by the Board of Directors.

In concluding of my word, | would like to extend my sincere thanks to the Chairman and the
members of the Board of Directors of Tabuk Cement Company for their unlimited support
and constant trust. | also extend my sincere thanks and appreciation to the shareholders of
Tabuk Cement Company and all our partners. | renew my thanks, praise and appreciation
to all the company’s executive teams for their dedication and tireless efforts in leading,
implementing and accomplishing the company’s work with creativity and pioneering, and
for their continuous commitment to the mission and vision of Tabuk Cement Company, and
with the strategic plans set to achieve the goals and aspirations of our shareholders and
valued clients.
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First:
About Tabuk Cement
Company

Activities of the Company
Subsidiaries

Vision of the Company
Objectives of the Company

Mission of the Company
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Tabuk Cement Company is a Saudi joint stock company registered in the
city of Tabuk under Ministerial Resolution No. (889) dated 7 Shaban 1414 AH
corresponding to January 19, 1994 AD, and also registered in the Commercial
Register No. (3550012690) and dated Safar 25, 1415 AH corresponding to
August 2,1994 AD.

The authorized and paid-up capital of the company is 900 million Saudi riyals
divided into 90 million shares of equal value, each valued at 10 Saudi riyals, all
of which are ordinary and cash nominal shares.

The main activity of the company is the manufacture of ordinary Portland
cement, resistant to sulphates, pozzolanic cement for industrial purposes,
cement derivatives and its accessories, trading in those products and carrying
out all related and complementary works for this purpose. Activities also
include establishing factories and laboratories related to the branched and
complementary industries of the cement industry from building materials and
others. In addition to importing and exporting cement and related products,
and owning real estate and scientific laboratories to improve products. This is
pursuant to Industrial License No. (514 / S) as amended by No. (21102107153)
dated 102020/1/ AD.

The Tabuk Cement Company is located near the port of Duba, at a distance of
30 km from Duba Governorate, and 225 km from the city of Tabuk.
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Subsidiaries

Tabuk Cement Company conducts its activities through one operational activity
represented in its factory located in Duba Governorate, and it does not have
any subsidiaries at the present time.

Vision of the Company

Our aimis to lead the local and regional cement industry through being the idol
of quality and efficiency, committing to be the perfect choice for our clients,
employees, shareholders and investors.
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Mission of the Company

We endeavor to support the local and regional market with cement productsin
accordance with international standards and reinforce sustainable development
by encouraging construction work of buildings and developing infrastructure in
the region.

Objectives of the Company

To promote sustainable developmentand torevitalize the national economy.

To meet the demands of the local and regional market of high-quality
cement at competitive prices.

Optimum investment in the natural resources available in the region.
Maintain a dynamic work environment.

Maintaining a level of excellence through training and continuous
development of competencies, projects and services.
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Sustainability & Social
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Occupational Safety
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Environmental Protection
and Occupational Safety

Enhancing the levels of occupational safety and environmental
protection through the following:

e environment

Tabuk Cement Company continued its efforts towards protecting the
environment and was keen on setting the ecosystem in mind, and as an integral
part of its policy, by paying attention to the application of all the regulations in
force, locally and internationally, and adopting modern technology in reducing
environmental pollutants. Where the emission of dust does not exceed (10) mg |
/ per cubic meter, which is much less compared to the limits of the General
Authority of Meteorology and Environmental Protection (150 mg / cubic meter).
It was keen to putin force systems and programs that would comply with and
conform to the authority’s limits and standards, which can monitor and save 1
emissions readings, including the installation of optical monitoring devices to
observe emissions.

1. Contracting with approved companies to add early warning
system devices and fire-fighting tools according to the
requirements and stipulations inside the factories (fire boxes
and fire extinguishers) and providing emergency exits with
their complete and fire-resistant equipment.

2. Adding early warning systems and automatic extinguishing
devices in transformer and main electrical panel rooms.

3. Providing an automatic sprinkler system for the entire plant
and ensuring 100% coverage of all production areas.

4. Providing foam extinguishing system for chemical storage
areas.

Providing occupational health avenues through the following:

1. Providing a health ambulance center with the presence of
a doctor on a daily basis, which receives employees who
suffer from any diseases, following up on their condition,
and providing medicines in a way that gives the indication
of attention to the company’'s employees. We also provide
workshops to educate employees about the method they
should follow to do it in the right way.

2. Providing first aid boxes in all departments and divisions of
the company under the supervision of trained persons.

3. Putting safety policies and procedures within reach of
everyone and translating them into the official languages of
the company, Arabic and English.

4. Providing the necessary safety tools for each department
conferring to the work needs according to the risk
identification schedule.

5. Submitting and analyzing reports of injuries to work on
finding appropriate solutions to prevent their recurrence.

6. Following up facilities and buildings, inspect them, make a
plan to implement procedures, provide means of protection
and comfort, and provide playgrounds and sports equipment
to entertain employees during breaks and the residential
camp.



I o e

e

P

.|--..

To

NN \ O
SRR R

Sustainability

Tabuk Cement Company has taken the best
standards and practices adopted locally and
internationally as a reference in the management
of operations and projects in their diversity and
different fields.

In addition, its ultimate goal is to develop the
cement sector, and to achieve positive returns
for the benefit of the shareholders and dealers
with the company in a way that contributes to
development. During the past year, the company
has made efforts towards continuing to achieve
its sustainability, and the sustainability of the
surrounding environment, in order to preserve
various resources for future generations, as the
company has been working to achieve goals with
efficiency and operational effectiveness through
cost control and planning.

Sustainability has become a partof the company's
culture and touches all the company's work, and
has even become a major part of the decision-
making mechanism for managing the company's
business.

Tabuk Cement's sustainability strategy is subject
to a periodic review to ensure its continued
effectiveness in areas of utmost importance to
the company and its stakeholders, in order to
enhance the positive impactin the environmental,
social and economic aspects.

The Kingdom's ambitious vision 2030 represents
hope for a better future. Therefore, the company
works to align its plans with the vision. The
company’s role is not limited to creating direct
jobs or localizing technology, but extends to
increasing job opportunities for Saudi youth,
which is a strategic goal for the company.

Finally, Tabuk Cement Company believes that
pioneering in the field of sustainability at the
regional and global levels requires the optimal
direction of the company's resources, by placing
sustainability as a major goal in the company's
top strategy.
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Social Responsibility

Stemming from its keenness to achieve ethical goals, and realizing that investing
in the local community will benefit everyone, Tabuk Cement Company, as a
responsible national company, believes since its inception that the company’s
growth and development depends not only on its financial position, but also on
its ability to contribute to the community. To this end, Tabuk Cement Company
is keen to perform the role assigned to it towards society, by doing the following:

1

Sponsoring
workshops and
meetings

2

Sponsoring local
festivals

4

Participation in
charitable work
financially and
morally.

3

Active
participation

Human Resources

Tabuk Cement Company has realized the
importance of the human element in its
path, and that success is undoubtedly
dependent on paying attention to this
vital element, and therefore it pays most
attention to it through the management of
human resources. The company realizes the
importance of its role in creating a healthy
and successful work environment, and helps
the employees towards career creativity,
which enhances their ability to produce
in a2 way that contributes to the continued
development of the company, as it has
been keen to meet all the basic needs of the
employees. In addition, this also secure the
conditions and foundations of health and
safety.

Tabuk Cement Company always seeks to
create a work environment that gives the
employees the ability to participate with
management in decision-making, and to
participate in setting their goals to comply
with the general objectives of the company.
The company also creates the appropriate

environment for them, motivate them to do
any distinguished work they do, and help
them highlight their achievements as an
important part of the organization.

In Tabuk Cement Company, we are also
interested in  employing the female
component, based on our awareness of the
importantrolethatdiversity playsinenriching
our workforce. Since the company works
in the industrial sector, it paid attention to
employing women in operational positions,
and the percentage of female employees in
the company was about (4.42%) of the total
workforce in it In addition, the company is
keen to employ Saudi nationals to support
the Saudization efforts. The percentage
of Saudi citizens in the company reached
(53.79%), and the company has sent a
number of its employees, the majority of
whom are Saudis, to various training courses
inside and outside the Kingdom, which had
a significant impact in raising the efficiency
of Saudi employees in various departments.
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Products
Ordinary Portland Cement (OPC)

This is the most common cement used in general concrete
construction, buildings and foundations in general, when
there is no exposure to sulphates in the soil or groundwater.

Application / Usage:

General construction projects.
Concrete structures.
Reinforced concrete projects.
Block manufacturing.
Plastering and flooring.

Sulphate Resisting Portland Cement (SRC)

This is a type of Portland cement in which the amount of
some active ingredients is lower than usual. Itis best used in
concrete projects if it is exposed to the risk of deterioration
due to sulphate attack.

Application / Usage:

Foundations and piles.
Basement and underground structures.
Chemical factories.

Suitable for underground projects where sulphates are
presentin the soil and water.

The Portland Pozzolan Cement (PPC)

This is a kind of blended cement which is produced by inter
grinding of OPC clinker along with gypsum and the volcanic
stone material (Pozzolana), which is similar in its properties
to cement materials, in certain proportions.

Application / Usage:

Mass construction projects.

Low-cost housing projects.

It can be used in regions with hot weather.
Hydraulic structures-dams and retaining walls.
Marine structures.

Mass concrete projects — e.g. bridge footings.
It can be used under aggressive conditions.
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Clinker Production

The clinker is the primary product in
the cement industry and it is produced
through the process of burning
limestone ore with some corrected ores
in the kiln. Then the clinker stock is used
to produce cement after grinding and
adding gypsum with other materials to
control the type of cement produced.

During the past year 2021 AD, a quantity
of 931,888 tons of ordinary Portland
clinker and a quantity of 317.968 tons
of clinker resistant to sulfur salts were
produced, with a total of 1,249,856 tons
of both types.

Quality Sign

e The company retained the quality
mark granted by the Saudi Standards,
Metrology and Quality Organization
as a result of maintaining the highest
levels of quality.

e The company has maintained the
application of the quality system by
obtaining the ISO 9001 certificate
since the date of 042004/23/ AD
as a result of its commitment to
implementing the quality system.

Achievements of the Marketing and
Sales Department in 2021

The most prominent achievements of the
Marketing and Sales Department during the
past year 2021 AD were as follows:

e Maintaining full control over the markets
of the Tabuk region as the main market
for the company and fulfilling the region’s
demands for the cement products and
limiting the entry of competitors.

e Al-Ula region was penetrated during the
first quarter at competitive prices. After
some attempts, the 100% clients of Al-
Ula were returned to Tabuk Cement
Company, all areas of the Tabuk region
were closed in front of the competitors
who were kept out.

e Achieving quantities (94%) of the local
sales plan for the year 2021 AD, and
this was a great challenge in light of
the impact all sectors faced due to the
Corona pandemic, the inability of workers
to return to the Kingdom, the reasons
for the construction code and the rise
in iron prices during this year.

e Achieving export sales of (43,898 tons)
that year.

e Expanding the marketing scope in the
surrounding areas such as Al-Medina Al-
Munawarra, and entering new markets
(Hail, Qassim, Red Sea) and selling
the largest possible quantities and

maintaining these market shares.

The percentage of sales outside the
Tabuk region to new markets amounted
to 39% of the company»s total sales
Making sales hours (deliveries and
weighing) 24 hours a day, six days a week.
Achieving the biggest challenge by
making the overtime working hours
(zero) with the same existing staff and
working for 24 hours.

Activating text messages to send clients»
balances on a daily basis, which helped
clients to follow their accounts clearly,
and this helped raise the collection rate
from them to the highest levels.

Periodic communication with major
clients and building strategic relationships
with them to maintain market stability,
while reducing clients’ debit balances to
the lowest levels in industrial companies.
The annual closing of the accounts,
reviewing and verifying all sales orders
took place on December 31, 2021 AD. As
it was the day of Friday, all statements
were delivered to the concerned
departments on January 1, 2022 AD.
New accounts have been opened for new
clients, and the accounts of clients who
were previously lost have been activated
and have been returned to the Company,
thanks to Allah.
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Financial Position Statement Statement of profit or loss and other comprehensive income
o 2017 2018 2019 2020 2021 oo 2017 2018 2019 2020 2021
Description Description
SR SR SR SR SR SR SR SR SR SR
Current Assets Net sales 166,607,720 149,444,903 238,663,555 276,454,772 228,529,275
Cash in bank 29,068,715 22,005,793 14,104,701 20,693,362 22,882,531 Sales cost -157,358,988 -173,037,194 -184,084,981 -208,207,773 -179,919,725
Short-term investment - - 20,000,000 25,200,000 Gross profit 9,248,732 -23,592,291 54578574 68,246,999 48,609,550
Deposits (investment for more than 3 months) - - - 2>e<”|2r?522d marketing 3373149 SRR -8,526,180 2951585 -3,046,032
Accounts receivable - net 7,921,054 7,322,462 8,210,899 6,234,814 7977607 P
Prepaid expenses and other assets 6,934,275 116,847 1,582,666 4,684,631 1351,321 Sf;;:i'ez”d eSS -15,450,723 -17,954,578 -18,711,045 -20,354,578 21,652,001
Other debit balances 3,855,328 3,303,715 2,818,988 3,694,444 9,889,102 Total selling and marketing
Stock 248441170 283088827 299661317 285063097 292949241 expenses -18823872 ~21307.744 ~27.231,225 ~23306/163 ~24698,033
Total current assets 296,220,542 315,837,644 326,378,571 340,370,348 360,249,802 Other expenses -3,775,401 -17,128,299 -320,783 - -
Non-current assets: Reversal / (impairment losses) - 11439888 9647520 - -
Long-term investments 169,348,750 = - - = i (78 RIS i SO
. L Other income 441199 1,044,849 6,237,905 8175384 10,899,132
Investments in equity instruments (through
- 270958000 270958000 281288274  283140,949 Dividends on investments
other comprehensive income) e e e
Net value of fixed assets 1205617639 1127243138 vl e Uil it e boRodee 7 »oR0ses 7 7
1375,046,549 ' B B 1065,784,188 1,007,993279 comprehensive income
Real estate investment - 79,881,137 79,881,137 77,464,847 72,279,440 gftér:;:;ne and other 1746260 27523338 20,645105 8175384 10,899132
Capital work in progress 15,745,460 = - - = P
Intangible assets 9115654 1925241 4205434 5,043,683 4,762,692 Net (loss) / operating profit -7,828.880 -72,423373 47,986,454 53,116,220 34,810,649
Net deferred expenses 18,674,152 - - - - Depositincome 171,452 526,457 317,901 54,087 827,091
Right to use the asset - - 5,256,830 3566,366 1705654 Cost of funding -13,408,442 -24,001,444 -24,780,605 -11,274,890 -7,019,208
Effect of modifying the cash - B B B
Total non-current assets 1587930,565 1,558,382,017 1,487,544,539 1,433,147,358 1369882014 flows of a financial liability 17,750,601 5815199
Total assets 1884151107 1874219661 1813923110 1773517706 1730131816 Netincome for the year 21065870  -95898360 23523750 59,646,018 22803333
before zakat provision
Liabilities and shareholders’ equity: To be deducted:
SR R Reverse zakat custom - - 4,684,980 O -
The rolling part of the rental obligation - - 1,645,854 1,881,295 1,772,419 Zakat provision -2696,349 3,042,781 4018930 8,070,246 5,046,012
Short-term loans / the current portion of a 60,920,505 78,561,537 95,206,325 63,470,883 63,470,883 Net income (loss) for the year -23,762,219 -98,941,141 24,189,800 51,575,772 17,757321
long-term loan . =
Iltems that will not be classified
Payables 20,231,627 19,199,321 20,272,673 19,427,291 16,376,937 later in profit or loss
Other credit balances 54,017,139 48,034,627 50,771,497 39,870,370 26,892,160 (Loss) / other comprehensive
Distributions payable to shareholders 125,294,128 124,810,175 124,636,545 121,694,374 121,079,857 income
Proposed dividends to be distributed to ﬁecn:uei;irgizzgggmployees’
el el o SrEviee e 1,874,000 7,653,000 1,906,630 -372,563 -1190,299
Zakat provision 10,235,950 10,523,880 4,018,930 10,156,261 6,956,392 obligation
Total current liabilities 270699349 281129540 296551824 256500474 236548648 i%gfi‘igg:f;}”
Non-current liabilities: investments in equity o o o 10330274 1852675
Long term loan 433366024 408205278 309420556 252000653 210,212,689 instruments at fair value
Provision for end of severance pay 29009000 23487000 16852045 14,216,404 15923026 IESlESRISISIEEIES I  -21.858,219 =eLzeia i 26,096,430 ellaeiine 18419697
- : - B B ~ Profit / (loss) basis and
The non-current portion of the rental obligation 3,604,412 1,772,419 [ i —— -026 110 027 057 020
Total non-current liabilities 462,375,024 431,692,278 329,877,013 267,989,476 226,135,715 (loss) for the year
Shareholders' equity: Basic and (loss) profit/(loss)
Capital 900,000,000 900,000000 900,000000 900,000,000 900,000,000 lireim il e E e 024 Lo 029 068 0.20
income/(loss) for the year
Regular reserve 222,588,069 222,588,069 222,588,069 227,745,646 229,521,378
Reserve for change in fair value differences - 101,609,250 101,609,250 111,939,524 113,792,199
Retained profit (loss) 28,488,665 -62,799,476 -36,703,046 9,342,586 24,133,876
Total shareholders equity 1151,076,734 1161,397,843 1187,494,273 1,249,027,756  1,267,447,453
Total liabilities and shareholders' equity 1,884,151107 1,874,219,661 1813923110 1,773,517,706 1,730,131,816
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Investments
short seller 22,000,000 14,000,000 - 20,000,000 25,200,000
time - - - - -
deposits
energy 169,348,750 270,958,000 270,958,000 281,288,274 283140,949
Total 191,348,750 284,958,000 270,958,000 301,288,274 308,340,949

Geographic Sales Distribution 2021

No. Region Amount(SR) Ratio
1 Tabuk 135,091,822.00 0.59
2 Northern Border Region 25,431,336.00 011
3 Western Region 45,750.00 0.009
4 Central Region 3,227,666.00 0.011
5 Almadina, Alola 57,215,353.00 0.25
6 Export 7,405,439.00 0.03
Total 228,417,366.00 1

Liability to Bank Albilad - Loan (2021)

On the date of Rajab 20, 1441H. corresponding to March 15, 2020, the company
signed an agreement to reschedule the outstanding loan balance with Bank
Albilad (a Sharia-compliant bank facility agreement - with a diminishing
Murabaha) - where the outstanding loan balance on that date amounted to
380,825,300 riyals - subject to a profit rate (SIBOR 6 months +1.25%) instead
of (SIBOR 6 months +2.50%) and the number of 24 quarterly installments
- the value of the installment is 15,867,721.83 riyals.The payment of the first
installment began after the signing of this agreement on June 13, 2020, and
the last installment will be paid - Allah willing - on March 13, 2026. On the 6th
of Rabi’ al-Thani 1443H corresponding to November 11, 2021, the company
concluded a hedging agreement with Bank Albilad to be implemented starting
from 12022 /3/ at a fixed rate of 1% and a fixed SIBOR rate of 1.98% inclusive
of the hedging price, as the price of the hedge was reduced. The loan to SIBOR
is 3 months and a fixed rate of 1% instead of SIBOR + 6 months and a fixed
rate of 1.25% for the remaining amount of the loan, which = 269751254 riyals in
quarterly installments to be paid every three months. The first installment will
be paid on 3202274/ and the last installment will be paid on March 13, 2026.

The following is a statement showing the position of the loan until 12/31/2021.

Description loan principal Balance at the Paid during Loan balance at
((values in riyals princip beginning of 2021 2021 the end of 2021
(Facility (loan 476,031,625.00 315,471,536.00 47,603163.00 273,683,572.00

Total 476,031,625.00 315,471,536.00 47,603,163.00 273,683,572.00

Note 1: There may be a difference of decrease and increase with the change of the SIBOR, down and up.

Payments due (2021)

Zakat, Tax and Agency of the Ministry
Customs Authority of Mineral Resources

5,046,012.00 8,619,219.00

General Organization for
Social Insurance

473,531.00

40
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Fundamental differences in operational items from last year

Income statement 2020 Fundamental differences in operational items from last year
Change reasons
Net sales (0.17) Decreased sales quantity and value
Sales cost (0.14) Decreased quantities produced.
Gross profit (0.29) result of the above /////// /
Selling and marketing expenses 0.03 :grkgiiizacnuigumle;ée VS /// /A//‘
General and administrative expenses 0.06 High values of its constituent items. // ///,/,/// /

/// // // 4 // " /
| | 4 / 177, ’I’/F///////////I/j//l/}//}}////,;,;;,?‘
Total selling and marketing expenses 0.06 As aresult of the above gt . / / ////// f / ( "

1 g™ 4 - // /

Other expenses

>
F

7 / "
Reversal / (Impairment losses) in the L J. J
value of stock 4

Other income

Dividends on investments in equity
instruments at fair value through other
comprehensive income

Value of selling a land owned by

Net income and other expenses 0.33 the company in Tabuk

As a result of the decrease in sales
Net (loss) / operating profit (0.34) and the increase in administrative
and marketing expenses

Increased liquidity invested in

Depositincome 14.29 deposits.

SIBOR prices decreased during the
Financing cost (038) year, in addition to a decrease in
loan principal

Rescheduling the loan balance on

Effect of modifying the cash flows of March 15, 2020 and calculating

a financial liability (133) financial liability losses against last
year's profits

Net income for the year before zakat (0.62) As a result of the above

provision

Reverse zakat provision

Zakat provision (0.37) As a result of the above.

Net income (loss) for the year (0.66) As a result of the above.

Iltems that may subsequently be

reclassified to profit or loss

(loss) / other comprehensive income

Recalculation of end-of-service 519 Actuarial gain (loss) value - from the

benefits ’ actuary’s report

Unrealized gains on remeasurement Gain (loss) value of revaluation of

of investments in equity instruments (0.82) investments in equity instruments

at fair value at fair value

Total comprehensive income (0.70) As aresult of the above
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Clinker production

The quantity of clinker produced during the year 2021 amounted to

(1,249,856 tons) compared to (1,445,198 tons) in 2020, a decrease of (13.52%).

Clinker production -thousand tons

Cement sales

The company’s total cement sales amounted to 1,494,480 tons in 2021
compared to 1,734,834 tons in 2020, a increase of (13.85%).

Cement sales - thousand tons

Cement production

The quantity of cement produced during 2021 reached (1,497,930 tons)
compared to (1,742,525 tons) in 2020, a increase of (14.03%).

thousand tons - Cement production

Sales value

The net sales value in 2021 amounted to 228,529,275 riyals) compared to
(276,454,772 riyals) in 2020, a increase of (15.83%).

Sales value - thousand riyals

450,000
400,000
350,000
300,000
250,000
200,000

150,000

100,000

50,000

Stock

The clinker stock at the end of 2021 amounted to (1,876,610 tons) compared to (1,994.858 tons) in
2020, with a decrease of (5.92%), and the cement stock at the end of 2021 reached (63.212 tons)
compared to(64,091) in 2020, with a decrease of (1.37%).
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Fifth:
The Company>s Strategy
and Future Predictions
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Continuously developing human resources, technically and
administratively, by focusing on training and developing
national competencies in various fields and creating a
work environment with a high level of professionalism and
production capacity.

Attention to increase the rate of Saudization.

Introducing a high monitoring and control system to
maintain the quality of work and product and achieve the
desired growth.

Maintaining the application of the highest safety standards
and promoting the preservation of the environment.

Maintaining the application of the highest safety standards
and promoting the preservation of the environment.

s8R E®R

Continuous improvement of product quality and
development.

Continuous development in the information technology (IT)
sector, its devices, equipment and systems.

Introducing a high monitoring and control system to
maintain the quality of work and product and achieve the
desired growth.

Providing facilities to clients at competitive prices.

Maximizing the utilization of assets.

In light of these and according to market changes, the company expects to
increase the demand for the company's products of all kinds of cement to
achieve the expected sales goals.
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Sixth:
Capital and Equity Rights

The Capital.
Investment Restrictions.

Ownership of Board Members and
Senior Executives of the Company’s
Shares.
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First: The Capital

The following table shows the capital information and the number of shares as
on 122021/31/ AD:

The Capital

ltems Value
(Declared Capital (SAR 900,000,000
(Paid-up capital (SAR 900,000,000
Number of Shares 90,000,000
(Nominal value per share (SAR 10
(Paid value per share (SAR 10
The stock market in which the stock is traded (S(izgiaivtSICk Exchange
Market type The main market
Main sector Basic materials
Company code 3090
International Code SAO0007879535

Second: Investment Restrictions

There are no restrictions on the company’s shares as stated in both the rules
regulating qualified foreign financial institutions’ investment in listed securities
and the instructions regulating foreign strategic investors’ ownership of
strategic stakes in listed companies. This is in accordance with the company's
articles of association, and the instructions issued by the supervisory and
controlling authorities, which the company is subjected to.
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Third: Ownership of Board Members and Senior Executives
of the Company’s Shares

The Board of Directors of Tabuk Cement Company consists of normal members
who represent themselves, and legal members. The following is a statement of
the total shares owned by the chairman, natural members and senior executives
of the company:

Members> ownership:

Atthe At the end of
beginning of the year
Member Position the year 11325 percentage
change change
Number of Number of
Shares Shares

Mr. Saud Bin Soliman Al-
Jehani

Mr. Abdel Aziz Bin Abdel
Rahman Alkhamees

Mr. Tareq Bin Khalid
Alangari

Mr. Wafi Bin Nafe Alshakhs

Mr. Abdulrahman Bin
Rashed Albluwe

Mr. Abdulaziz Bin Saleh
Alshathri

Mr. Masad Bin Khalid Bin
Saleh Alshathri

Ownership of the relatives of the members of the Board of Directors
(their spouses or their minor children):

At the

The name of the beginning of At t:e end of

one to whom . . the year the year net percentage
. relative link
the interest change change
belongs Number of ~ Number of

Shares Shares

Mr. Khalid Bin

Saleh Alshathri

Ownership of senior executives and their relatives (their spouses and
minor children):

There are no shares for senior executives or their relatives.




Seventh:
Profit Distribution Policy

Profit Distribution Policy.

Remuneration policy for members of

the Board of Directors and committees
emanating from the Board and the Executive
Management.

Calculation of dividends for the year 2021 AD.

Statement of the remuneration paid to
members of the Board of Directors during the
year 2021 AD.

Remuneration of Committees’ Members.

Senior Executive Remunerations.



First: Profit Distribution Policy

In line with Article 47 of the company's By-Law, the company’s annual net
profits are distributed as follows:

1

Setting aside 10% of the net profits to form the company's statutory reserve,
and the Ordinary General Assembly may decide to stop this set-up when
the said reserve reaches 30% of the paid-up capital.

The Ordinary General Assembly may decide to form other reserves, to the
extent that achieves the interest of the company or ensures the distribution
of fixed profits as much as possible to the shareholders. The aforementioned
assembly may also deduct sums from the net profits for the establishment
of social institutions for the company’s employees or to assist the existing
such institutions.

After that, a percentage of no less than 5% of the paid-up capital of the
company shall be distributed to the shareholders.

The remainder of the profits shall be distributed to the shareholders in
accordance with Article (48) of the company’s By-Law, which states: “The
shareholder shall be entitled to a share of the profits in accordance with the
resolution of the General Assembly issued in this regard. The resolution shall
indicate the maturity date and the distribution date. The eligibility for profits
shall be for the owners of shares registered in the shareholders’ records at
the end of the day specified for entitlement.

Second: Remuneration policy for members of the Board of
Directors and committees emanating from the Board and the
Executive Management

1

a.

Policy Goal: this policy aims to:

Following standards related to the performance of the members of the
Board of Directors, the committees emanating from the Board and the
executive management, disclosing the policy and actual payments, and
setting up a mechanism to verify the implementation of the policy to ensure
the principle of transparency in dealing.

Determining the methodology for setting goals and expectations for the
results of the councilss work and the roles assigned to the members, and
then defining the criteria used to evaluate performance.

Review the corrective measures applied by the Board of Directors, to review
the effectiveness of the performance of the executive management and
how to address any failures or weaknesses that are discovered.

Rewards are defined as amounts, allowances, profits and the like, periodic
and annual bonuses linked to performance, short or long-term incentive
plans, and any other benefits in kind, except for the actual reasonable
expenditures and expenses incurred by the company on behalf of a member
of the Board of Directors for the purpose of performing his work.
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2. Scope of application of the policy: the policy applies to all of:

a. Members of the Board of Directors.
b. Members of committees of the Board.
External members of committees of the Board.
d. Executive management, five senior executives who receive the highest

remuneration from the company, provided that the Chief Executive Officer
(CEO) and the financial manager are among them.

3. The text of the policy of the members of the Board of Directors
and the committees emanating from the Board and the Executive
Management: e

“\“""‘ﬂ‘r;‘ Wb
Nt ta

The members of the Board of Directors and the committees emanating from i &) ' -
the Board and the Executive Management are entitled to remunerations ] g L O \\\\\\\\\\“
based on this policy and in accordance with the criteria and regulations LRy Y b \\\\\\\\\\\

for the remuneration of the members of the Board of Directors and the
committees emanating from the Board and the Executive Management. The
Nominations and Remunerations Committee reviews the relationship between
the remunerations granted and the remuneration policy, and evaluates its
effectiveness in achieving the desired objectives. The Committee submits its
recommendations to the Board of Directors regarding the remuneration of the
members of the Board of Directors and its committees and senior executives
of the company in accordance with the approved policy. The remuneration
of members of the Board of Directors and committees emanating from the
Board and the executive management may be a certain amount of money or
attendance allowance for the sessions or other benefits, and it is permissible to
grant two or more of these benefits.

The members of the Board of Directors shall be paid a remuneration for their
management of the company, which is an annual amount not exceeding
(200,000) Saudi riyals for each member, provided that the entitlement to
this remuneration is proportional to the number of sessions attended by the
member.

4. Criteria for remuneration of members of the Board of Directors
and committees emanating from the Board and the Executive
Management:

The following criteria are taken into consideration when approving the
remuneration of the members of the Board of Directors and the committees
emanating from the Board and the Executive Management:

a. That the remunerations be fair and commensurate with the competencies
of the member and the executive management, and the work and
responsibilities they undertake and bear. In addition to the objectives set by

. . . . . % . BYTo DE |5 p
the Board of Directors to be achieved during the financial year. - i e
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The remuneration shall be based on the recommendation of the Nomination
and Remuneration Committee.

To provide remunerations with the aim of motivating and encouraging the
members of the board of directors and the executive management to make
the company successful and achieve its goals in the medium and long term.
A mechanism can also be originated to link part of the variable rewards to
the company’s total and partial performance in the medium and long term,
to use this as a tool to attract, maintain and motivate professionalism.

To determine the remunerations based on the level of the job, the tasks
and responsibilities assigned to the incumbent, educational qualifications,
practical experience, and the skills necessary to perform the tasks.

The remuneration should be consistent with the size, nature and degree of
risk in the company.

Taking into consideration the practices of other companies in determining
remuneration and avoiding the unjustified increase in remuneration and
compensation that might result from that

The Board of Directors may stop the payment of the remuneration
or recover it, if it is found that it was decided on the basis of inaccurate
information provided by a member of the Board of Directors or the
Executive Management, in order to ensure that the employmentsituation is
not exploited to obtain unearned remunerations.

Regulations for the remuneration of members of the Board of
Directors and committees emanating from the Board:

In all cases, the sum of the remunerations and financial or in-kind benefits that
a member of the Board of Directors receives shall not exceed five hundred
thousand Saudi riyals annually, in accordance with the regulations set by the
relevant authority, with the exception of executives.

6. Members of the Board of Directors and committees emanating

a.

from the Board are entitled to the following rewards:

The members of the Board of Directors are entitled to an amount of
(200,000 riyals as an annual remuneration), according to the company’s
regulations for the payment of rewards.

A member of the Board of Directors shall be entitled to an allowance for
attending the Board of Directors sessions to the amount of (3.000 Saudi
riyals) for each session.

A committee member is entitled to an attendance allowance of 3,000
Saudi riyals for attending the meeting of each of the board’'s committees.

7.

Executive Management Remuneration:

With regard to the executive management, the Remuneration and Nomination
Committee reviews and approves the salary scale specified for all employees
and senior executives on an ongoing basis, and incentive programs and
plans, based on the recommendation of the executive management The
remunerations of the executive management include the following:

a.

Third: Calculation of dividends for the year 2021 AD

Basic salary (to be paid at the end of each Gregorian month and on a
monthly basis).

Allowances including, but not limited to, a housing allowance, and a
transportation allowance.

Other benefits, including, but not limited to (annual leave, end of service
gratuity according to the Work Office System and the human resources
policy approved by the company).

Cases of suspension of reward disbursement or redemption:

The company shall recover the remuneration if it appears that the
remuneration was decided based on inaccurate information provided by a
member of the board of directors or the executive management.

The company shall recover the remuneration if anything suspicious
occurred before the remuneration was disbursed, and if it was proven that
the remuneration was decided based on inaccurate information provided

by a member of the board of directors or the executive management.

No dividends were distributed for the year 2021.

Statement of dividend for the year 2021 Amount (SR)
Net profit before deduction of zakat 22,803,333.00
Deduct: Zakat -5,046,012.00
Net profit after deducting zakat 17,757,321.00
Deduction: statutory reserve at the rate of 10% of the net profit after zakat. -1,775,732.10
;)Ceéjolifjté?iuvil&il l\'éz'éance - recalculation of end-of-service indemnities in -1190299.00
Net income for the year carried forward to retained earnings 14,791,289.90
The balance of the profits carried forward from the previous year is added 9,342,586.00
Gains from investments in equity instruments at fair value through other

comprehensive income are added (impact from applying IFRS 9) 185267500
Reclassification deducts gains from investments in equity instruments at fair value -1,852,675.00
Total retained earnings 24,133,875.90
Distribution of 25. Halala for each share 22,500,000.00
Balance of retained earnings after distribution and carried over to the nextyear  1,633,875.90
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Fourth: Statement of the remuneration paid to members of the Fifth: Remuneration of Committees’ Members
Board of Directors during the year 2021 AD
The company pays the members of the board of directors the expenses and reml’j;x;‘;tion Allowance
allowances for attending sessions and financial rewards within the framework Member (except for for attending Total
of the above system and policy. The following is a statement of the company’s attendance sessions

(allowance

total payments to the members of the board of directors.

. . Members of the Audit Committee
Statement of the remuneration paid to members of the Board of

Directors during the year 2021 AD Mr. Tareq Bin Khalid Alangari 75,000 12,000 87,000
Fixed Rewards Variable Rewards Mr. Ali Bin Soliman Al-Ayed (A member from
outside the counci } , ,
(outside th il 50,000 12,000 62,000
2 ey o 2 5 Mr. Turky Bin Abdulmohsen Al-Luhaid (A
o B 5 @_o - (member from outside the council 50,000 12,000 62,000
% I o = £ w n 9
Q e 2> Y cC c g o
2 5 T > E ©" © = =4 @ Total 175,000 36,000 211,000
T G 5 oo 4 o a5 S < ¢
S o w B T » = BT T n % [¢] =
£ 5 £ £ £2 Ev © S < ¥ ® = Members of the Executive Committee
Members 5 ° 2, % E£5 5< o 2 2 5 g £ 2
of Board of e 2 g5 $§8z<cE - B 208 - < £ T ' ' '
. S = 59 5 -3 OX i o 8 3 228 2 S ) Mr. Saud Bin Soliman Al-Jehani - 18,000 18,000
Directors < e w3 g5 v T ke o % 0 © = ° 3 0 )
o (7] 6 v ¢ 2aE£Y & SRy © @
$ F 992 ESSE £ g8 5 5 2 Mr. Abdel Aziz Bin Abdel Rahman Alkhamees - 18,000 18,000
o . O c 91 c@ O S = Wn o L
[¢) C - 5 %) = [T} c
5 o =5 o v o0 - Mr. Masad Bin Khalid Bin Saleh Alshathri - 18,000 18,000
5 = 9 88 £5 ¢
- E ¢ 5% 2 -G Total - 54,000 54,000
¢ =
0 g 55 . . .
@ Members of the Nominations and Remunerations Committee
Mr. Abdulrah Bi h Ibl -
e — R r. Abdulrahman Bin Rashed Albluwe 6,000 6,000
Mr abdel AdisBIn Abdel 500000 21000 21000 - - _ 242000 - - - - - _ 2000 - Mr. Abdulaziz Bin Saleh Alshathri - 6,000 6,000
Mr. Tareq Bin Khalid Alangari 200000 21,000 15000 - - = 236000 - - - - - - - 23000 - Mr. Wafi Bin Nafe Alshakhs - 6,000 6,000
Mréé?ﬁ:gimjxfm 200000 21000 9000 - - - 230000 - - - - - - - 230000 - Total B 18000 18,000
Mr. Wafi Bin Nafe Alshakhs 200,000 21,000 6,000 = - = 227,000 = - = - = - = 227,000 = .
Members of the Governance Committee
Total 800,000 84,000 51000 = - = 935,000 = - = - = - = 935,000 =
Mr. Abdel Aziz Bin Abdel Rahman Alkhamees - 3,000 3,000
Second: Non-Executive Members
Mrsaud B Solman 200000 21000 21000 - - 200000 442000 - - - - - - - 442000 - MBSl Sl U T RS e B SO0 3000
Mr Ab%\;\z;gr Sdeh 500000 21000 6000 - - . 27000 N - I - O . B o000 B Mr. Tareq Bin Khalid Alangari - 3,000 3,000
MrMasad BN KNaldBIn - 500000 21000 18000 - - . 239000 - - - - - - - 239000 - Mr. Abdulrahman Bin Rashed Albluwe - 3000 3000
Total 600,000 63000 45000 - - 200000 908000 - - - - - - - 908000 - Total - 12,000 12,000

Third: the Executive Members

Total
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Sixth: Senior Executive Remunerations

Fixed Rewards Variable Rewards o
16
(0]
2 c
() +
° x5
0 " 0] [t
= v
c c g 2 c
L © e > 0
° 2§ I
0 © - Y20 S S
%) o [ v « o c =
. - = c c 0 ¢ @ ©
Senior n & @ 0 o o = c
. " Q ] 2 S5 o0B5 2 ko] =
Executive D (SR = —_ ] o © B 3 — c e E
" I~ ] i = c =2 > > ] w 00T S
Positions S c O 2 = o B B < 2 S5 D
o s - R c & 2 2 g £ o ®
n o c 5 E g ¢ Z B 2
< I 2 £ g ¢ 3 r
[ aj E = %) 3
a L 8 o X
- o Q V)
2 9 =
o c c ©
518 ¢ ©
" S =
Total 1,920,000 - - 1920000 870000 - - - - 870000 - - -

In light of the foregoing policies and the subsequent details of the paid rewards,
the company affirms the following:

There are no arrangements or agreements under which a member of the
Board of Directors or a senior executive has waived any rewards, salaries or
compensation during the fiscal year 2021 AD.

There are no arrangements or agreementunder which one of the company’s
shareholders has waived any rights to profits during the fiscal year 2021 AD.

There are no other investments or reserves created for the benefit of
the company>s employees during the year 2021 AD, except for the end-
of-service reward according to the regulations issued by the competent
authorities.




Eighth:
Company Governance

Introduction to the Concept of Corporate
Governance at Tabuk Cement Company.

The Board of Directors.

The Committees emanating from the Board
of Directors.

Dealing with the Related Parties.

The Results of Governance Practices during
the year 2021 AD.

Shareholders> Rights and the General
Assembly.

Disclosure and Transparency Policies.

Declarations of the Board of Directors.



First: Introduction to the Concept
of Corporate Governance at Tabuk
Cement Company.

Governance aims to set the rules and standards organizing to ensure adherence to the best
practices of governance that safeguard the protection of the rights of shareholders and
stakeholders. Accordingly, Tabuk Cement Company is committed to adopting the highest
standards of governance, in the belief that a rigorous governance system is the important
tool in developing the wealth of shareholders in the long term, and this system is consistent
with the company»s commitment to quality in all its operations, activities and products. The
rules, policies and procedures contained in this by-law are binding on all members of the
board of directors, executive management, managers and employees of the company, and
this system may not be amended except by a decision of the company’s board of directors.

The corporate governance system of Tabuk Cement Company is defined as being
based on important foundations, which are:

1. The optimal system through which the company is directed and monitored, and clarifies
the governance structure and the distribution of powers and responsibilities among
the various participants in the company, such as the board of directors, managers,
shareholders and other stakeholders.

2. It clarifies the rules and procedures related to decision-making in the company»s
affairs, and provides the structure that clarifies the company»ss objectives, means of
achieving them, and monitoring performance. The board of directors is responsible for
the corporate governance system in Tabuk Cement Company.

In addition, the corporate governance system of Tabuk Cement Company was formulated
in a manner that does not contradict with the regulations of the by-law of the Corporate
Governance issued by the Board of the Capital Market Authority, and in accordance with the
internationally recognized standards of corporate governance. It must be considered as the
basis of the corporate governance system and not as a substitute for proper management
policies for all management levels in the company, and it must be taken into consideration
within:

The Capital Market By-Law issued by Royal Decree No. M/30 dated 061424/02/ AH
and its implementing regulations.

The Companies By-Law issued by Royal Decree No. M/3, dated 281437/01/ AH, and its
amendments, and the decisions and circulars issued by the Ministry of Commerce and
Investment.

The By-Law of Tabuk Cement Company.
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(The Board of Directors or the General Assembly may) amend these regulations from time
to time when needed, in accordance with the instructions and requirements of the Capital
Market Authority, business needs and the requirement of proper management, and in a
manner that does not conflict with the Corporate Governance Regulations issued by the
Board of the Capital Market Authority.

3

\ ™~
AN
A\

Y

N

70 | 71




Second: The Board of Directors
(Composition, functions and
classification of its members)

The General Assembly appoints seven members of the Board of Directors through ordinary
voting and remote voting, from among the applicants for membership of the Board, in
accordance with the regulations and procedures set by the Ministry of Commerce and
Investment, the Capital Market Authority, and the company’s by-law, for a period not
exceeding three years. They may be re-elected, bearing in mind that the Tabuk Cement
Company's corporate governance system requires that the majority of the board's
members be non-executives.

Definition of the Board of Directors:

The Board of Directors s the supreme administrative entity in the company, which represents
it and protects its interests. The board has several main tasks, namely:

1 Leading and monitoring the company»s business, activities, and continuous follow-up
of its performance.

2. Exercising this responsibility by adopting and implementing its policies and objectives
and supporting its managements in performing their tasks according to specific criteria.

3. Directing and monitoring the executive management, and setting appropriate
regulations for its work. This includes defining a clear vision and strategy for the
company and defining the basis for delegating powers to the management, and the
policies and limitations that are allowed to operate within its limits.

The responsibility of the Board of Directors is also represented in
several points, including:

4.

Setting the strategic objectives of the company and providing leadership
to implement them, supervising the management of the company and
preparing reports for shareholders on their management of the company.

The work of the Board of Directors is subject to the laws, regulations, and
the by-law of the company and to the oversight of the shareholders in the
company’s general assembly.

Among the responsibilities of the Board of Directors is to approve the
strategic directions and the main objectives of the company and to
supervise their implementation. This includes:

6.

10.

Develop, review and direct the company>s overall strategy, main business
plans and risk management policy.

Determining the optimal capital structure for the company, its strategies
and financial objectives, and approving annual budgets.

Oversee the company»s major capital expenditures, and own and dispose
of assets.

Setting performance objectives and monitoring implementation and overall
performance in the company.

Periodic review and approval of organizational and functional structures in
the company.

72

73




Establishing regulations and rules for internal monitoring and general supervision
over them, including:

1

4.

Develop a written policy regulating conflict of interest and addressing potential
conflict situations for members of the Board of Directors, executive management and
shareholders, including preventing misuse of the company»s assets and facilities, and
preventing misconduct resulting from dealings with the concerned persons.

Ensure the integrity of the financial and accounting systems, including those related to
the preparation of financial reports.

Ensuring theimplementation of monitoring systems for risk management, by determining
the general perception of the risks that the company may face and presenting them in
a transparent manner.

Annual review of the effectiveness of the company>s internal monitoring procedures.

There are also some responsibilities entrusted to the Board of Directors in line with
the relevant regulations and by-laws, including:

Drafting the corporate governance system and rules in a manner that does not conflict
with the ruling and texts of the regulations and by-laws in force, monitoring the
effectiveness of these rules in general and amending them when necessary.

Develop policies, standards and procedures for the membership of the Board of
Directors and put them into practice after approval by the General Assembly.

Develop a written policy regulating the relationship with related parties in order to
protect the rights of all parties.

Establishing rules of professional conduct for the company»>s managers and employees
in accordance with proper professional and ethical standards.

Develop policies and procedures that ensure the company»s respect for the regulations
and by-laws and the company>s commitment to disclosing material information to
shareholders, creditors and other parties.

Preparing the financial statements and the annual report on the company»s activities
and its financial position for the elapsed fiscal year, including the proposed method for
paying dividends.

Recommending to the shareholders’ general assembly the appointment and dismissal
of auditors and determine their remuneration.

A-Composition of Board Members and their Membership Classifications

The corporate governance by-law of Tabuk Cement Company specifies that the majority
of the Board of Directors members shall be non-executive members. It also stipulates that
the number of independent members of the Board of Directors shall not be less than two
members or one third of the members of the board, whichever is greater.

The Members of the Board of Directors are classified as follows:

Membership Classification
Members
Executive Non- Executive independent

Mr. Saud Bin Soliman Al-Jehani o

Mr. Abdel Aziz Bin Abdel Rahman
Alkhamees

Mr. Tareq Bin Khalid Alangari °

Mr. Abdulrahman Bin Rashed
Albluwe

Mr. Wafi Bin Nafe Alshakhs o

Mr. Abdulaziz Bin Saleh Alshathri o

Mr. Masad Bin Khalid Bin Saleh
Alshathri
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B- Experiences of members of the Board of Directors and

affiliated committees in current and previous companies:

Mr. Saud Bin Soliman Al-Jehani

Present Positions

Previous Positions

Qualifications and
Experience

Chairman of the Board of Directors of Tabuk Cement Company -
Chairman of the Executive Committee

Assistant Governor for Insurance Affairs at the General Organization
for Social Insurance

Vice Chairman of the Board of Directors of Tabuk Cement Company.
Assistant Governor for Insurance Affairs at the Public Pension Agency

Master Degree in Actuarial Science from the University of Kentin the
United Kingdom.

Higher Diploma in Actuarial Science from the University of Kent in the
United Kingdom.

Certificate in Global Management, INSEAD.

Bachelor Degree in Management Information Systems from King
Fahd University of Petroleum and Minerals.

Names of companies inside and outside the Kingdom for which a member

Mr. Abdel Aziz Bin Abdel Rahman Alkhamees

Present Positions

Previous Positions

Qualifications and
Experience

Vice Chairman of the Board of Directors of Tabuk Cement Company,
and

Chairman of the Governance Committee

Consultant at Raidah Investment Company (RIC).
Deputy Governor for Investment Affairs at the Public Pension Agency.

General Manager for Financial Investment at the Public Pension
Agency.

Senior of Fixed Income Dealers in the Investment Management at the
Saudi Arabian Monetary Agency.

Assistant Head of Dealers in the Investment Management at the Saudi
Arabian Monetary Agency.

First Officer for Dealers in the Investment Management at the Saudi
Arabian Monetary Agency.

Bachelor Degree in Economics, Northeastern University, Boston,
United States of America.

of the company’s board of directors is a member of its current and previous
boards of directors or one of its managers:

Names of companies whose current
board of directors or managers is
one of them

Inside / outside the
Kingdom

/ legal Entity

Member of the Board of Directors of
the Saudi National Bank and member
of the Risk Committee

Member of the Board of Directors
of the National Industrialization
Company and Chairman of the
Nominations Committee

Member of the Board of Directors
of the Saudi Industry Development
Company, and a member of the
(Investment Committee (Tatweer

Member of the Audit Committee of
the Saudi International Petrochemical
(Company (Sipchem

Inside the Kingdom

Inside the Kingdom

Inside the Kingdom

Inside the Kingdom

Listed Shareholding
Company

Listed Shareholding
Company

Unlisted Shareholding
Company

Unlisted Shareholding
Company

Names of companies inside and outside the Kingdom for which a member
of the company’s board of directors is a member of its current and previous
boards of directors or one of its managers:

Names of companies whose current
board of directors or managers is
one of them

Inside / outside the
Kingdom

/ legal Entity
/ Listed Shareholding Company

Unlisted Shareholding
/ Company

Limited Liability company

The Saudi Investment Bank
Cooperative Insurance Company
United Insurance Company
Sipchem Company

Saudi Polymers Company

Gulf Polymers Distribution Company

Inside the Kingdom
Inside the Kingdom
Bahrain
Inside the Kingdom

Inside the Kingdom

United Arab
Emirates

Listed Shareholding Company
Listed Shareholding Company
Closed Joint Stock Company
Listed Shareholding Company
Closed Joint Stock Company

Closed Joint Stock Company
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Mr. Tareq Bin Khalid Alangari

Present Positions

Previous Positions

Qualifications and
Experience

Member of the Board of Directors of Tabuk Cement Company -
Chairman of the Audit Committee

Member of the Board of Directors of Leejam Sports Company (Fitness
Time) and Member of the Executive Committee.

Chief Executive Officer (CEO) of Etisalat Digital (a subsidiary of
Emirates Telecom Group) from April 2020 AD to date.

Vice Chairman of the Board of Directors of Tabuk Cement Company,
starting from April 14, 2019 until January 25, 2020.

Executive General Manager of Investor Relations and Secretary of the
Board of Directors of Mobily Company from January 2016 to March
2020.

Chairman of the Board of Directors of Mobily Ventures - a subsidiary
of Mobily Company.

Advisor to the Board of the Capital Market Authority.

Master of Business Administration (MBA) from IE Business School.
Diploma in Corporate Finance and Credit

Bachelor Degree in Marketing from King Fahd University of Petroleum
and Minerals.

Names of companies inside and outside the Kingdom for which a member
of the company's board of directors is a member of its current and previous
boards of directors or one of its managers:

Mr. Abdulrahman Bin Rashed Albluwe

Present Positions

Previous Positions

Qualifications and
Experience

Member of the Board of Directors of Tabuk Cement Company, and
Chairman of the Nominations and Remunerations Committee.

Chief Executive Officer (CEO) of the Natural Gas Distribution
Company

Managing Director, ESPAC Company.

Bachelor Degree in Business Administration from King Saud
University.

Master Degree in International Business Administration from Portland
University in the United States of America.

Experience of more than 25 years in the field of investment and
banking, investment and real estate development, industrial, and
construction and building.

Names of companies inside and outside the Kingdom for which a member
of the company'’s board of directors is a member of its current and previous
boards of directors or one of its managers:

/ legal Entity
Listed Shareholding
Names of companies whose current ) ) / Company
. . Inside / outside the . .
board of directors or managers is . Unlisted Shareholding
Kingdom
one of them / Company
Limited Liability
company
ESPAC Construction Company Inside the Kingdom Closed
United Mining Company Inside the Kingdom Closed
Amjad Holding Company Inside the Kingdom Closed

/ legal Entity
Listed Shareholding
Names of companies whose current . . / Company
: . Inside / outside the . .
board of directors or managers is - Unlisted Shareholding
Kingdom
one of them / Company
Limited Liability
company
Member of the Board of Directors . .
of Leejam Sports Company (Fitness Inside the Kingdom LIE=E! SElElieelie

(Time

Company

Member of the Nominations

Committee for Filling and Packaging
Materials Manufacturing Company

((FIPCO

Listed Shareholding

Inside the Kingdom Company
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Mr. Wafi Bin Nafe Alshakhs Mr. Abdulaziz Bin Saleh Alshathri
Member of the Board of Directors of Tabuk Cement Company. - Member of the Board of Directors of Tabuk Cement Company.
Present Positions . Chairman of the Board of Directors of Tabuk Construction and Present Positions - Executive Director of Khaled Al-Shathry Group for General
Development Company. Investments.
Previous Positions - Air Force Brigadier General. - General Manager of Dar Al Riyadh Contracting Company.

o Previous Positions . Member of the Board of Directors and member of the Audit
Qual|f|cat|ons and Bachelor Degree in Aeronautical Sciences. Committee of Shams Tourism Company (a joint stock company).
Experience

L A . . Suallflcatlons Ui Bachelor Degree in Political Science.
Names of companies inside and outside the Kingdom for which a member MPEEES
of the company’s board of directors is a member of its current and previous o ) ) )
boards of directors or one of its managers: Names of companies inside and outside the Kingdom for which a member

of the company's board of directors is a member of its current and previous

/legal Entity boards of directors or one of its managers:
Listed Shareholding
Names of companies whose current . . / Company / legal Entity
: . Inside / outside the . . . .
board of directors or managers is Kingdom Unlisted Shareholding Listed Shareholding
one of them / Company Names of companies whose current | .o/ Lo / Company
Limited Liability board of directors or managers is Kingdom Unlisted Shareholding
company one of them / Company
Limited Liability
None - - company
Executive Director of Khaled
Al-Shathry Group for General Inside the Kingdom Unlisted
Investments
Executive Director of Khaled
Al-Shathry Group for General Inside the Kingdom Unlisted
Investments
Member of the Audit Committee of . . Listed Shareholding
. Inside the Kingdom
Shams Tourism Company Company
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Mr. Masad Bin Khalid Bin Saleh Alshathri

Present Positions - Member of the Board of Directors of Tabuk Cement Company.

Previous Positions - None.

Qualifications and
Experience

Bachelor Degree in Operations and Project Management.

Names of companies inside and outside the Kingdom for which a member
of the company’s board of directors is a member of its current and previous

boards of directors or one of its managers:

Names of companies whose current
board of directors or managers is
one of them

Inside / outside the
Kingdom

None -

/ legal Entity

Listed Shareholding

/ Company

Unlisted Shareholding
/ Company

Limited Liability
company
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C- Current and previous positions, qualifications and experiences
of members of the committees from outside the board:

Mr. Ali Bin Soliman Al-Ayed
Members of the Audit Committee from outside the council

D- Senior company executives, their positions, qualifications and
previous experience

Engineer: Ali Bin Saif Al-Qahtani
(Chief Executive Officer (CEO

- Retired - Member of the Audit Committee of Tabuk Cement
Present Positions
Company.

Previous Positions - Director General of Monitoring of Insurance Companies.

Qualifications and

. Bachelor Degree in Accounting from King Saud University.
Experience

Present Positions

Previous Positions

Qualifications

Previous
Experience

Chief Executive Officer (CEO) of Tabuk Cement Company.

Chief Executive Officer (CEO) of Al-Jeri Transport Company.
Project Support Department Manager - Saudi Aramco Company.

Planning consultant delegated from Saudi Aramco Company to the
Electricity Company.

Head of the Internal Strategic Planning Team - Saudi Aramco
Company.

Senior Operation Engineer - Saudi Aramco Company,

Engineering Supervisor - Saudi Aramco Company.

New Business Development Supervisor - Saudi Aramco Company.
Senior Operating Representative - Saudi Aramco Company.

Bachelor Degree in Accounting from King Saud University.
Higher Diploma in Business Administration — Colorado
Higher Diploma in Finance - Institute of Banking

Chief Executive Officer (CEO) of Al-Jeri Transport Company.
Project Support Department Manager - Saudi Aramco Company.
Planning consultant delegated from Saudi Aramco Company to the
Electricity Company.

Head of the Internal Strategic Planning Team - Saudi Aramco
Company.

Senior Operation Engineer - Saudi Aramco Company,

Engineering Supervisor - Saudi Aramco Company.

New Business Development Supervisor - Saudi Aramco Company.
Senior Operating Representative - Saudi Aramco Company.

Mansour Ibrahim Al-Habdan

Mr. Turky Bin Abdulmohsen Al-Luhaid
Members of the Audit Committee from outside the council

Partner in Al Luhaid & Al Yahya Chartered Accountants
Member of the Audit Committee of Tabuk Cement Company.

Present Positions

Previous Positions - Audit Manager and Partner at Ernst & Young (EY).

. . Bachelor Degree in Accounting from King Saud University.
Qualifications and

Experience
Chartered Accountants

Chartered Accountant and Fellow of the American Association of

Present Positions

Previous Positions

Qualifications

Previous
Experience

Financial Department Manager of Tabuk Cement Company.

Chief Financial Officer (CFO) at the Company of Dr. Abdulrahman Al-
Mashari Hospital.

Bachelor Degree in Accounting from King Saud University.
Higher Diploma in Business Administration — Colorado
Higher Diploma in Finance - Institute of Banking

Credit Manager for the Central Region - Riyad Bank.

Director of Planning and Budgeting Reports - Nadec Agricultural
Company.

Chief Financial Officer (CFO) - National Finance Company.
Chief Financial Officer (CFO) - Al Salam Medical Group Company.

Chief Financial Officer (CFO) - Company of Dr. Abdulrahman Al-
Mashari Hospital.
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E- Attendance Table for Board of Directors meetings during the

year 2021 AD
Meeting Number and Date
© ™~ o) o le) = al
S o Y32 S o I a O x L 8o
Member o~ o X o~ o < o < o X c
z g zg z38 zg z5 z238 zd
() o I o X ()N [S) IS o J [N
£ d £ X1 £ 8§ £&8 £8 £a £+
9 O © o ®@o ®Wwo @O 9o o O
o N v N o N v o N 9 N o N
> > > > > > >
Mr. Saud Bin Soliman Al-
Jehani [ o [} () o [ ) °
Mr. Abdel Aziz Bin Abdel
Rahman Alkhamees ® = ® = B = *®
Mr. Tareq Bin Khalid
Alangari o . ® . ® . ®
Mr. Abdulaziz Bin Saleh
Alshathri o ® ® ® * ® *
Mr. Masad Bin Khalid Bin
Saleh Alshathri ot ® * ® * ® ®
Mr. Wafi Bin Nafe Alshakhs o () o () ® [ (]
: Irah Bi
Mr. Abdulrahman Bin ° ° ° ° ° ° °

Rashed Albluwe

Member

On Wednesday 25 Shaban 1442 AH
Corresponding to 07 April 2021 AD

The thirty-fourth ordinary General Assembly, held on

Mr. Saud Bin Soliman Al-Jehani

Mr. Abdel Aziz Bin Abdel Rahman

Alkhamees

Mr. Tareq Bin Khalid Alangari

Mr. Abdulaziz Bin Saleh Alshathri

Mr. Masad Bin Khalid Bin Saleh

Alshathri

Mr. Wafi Bin Nafe Alshakhs

Mr. Abdulrahman Bin Rashed

Albluwe

F- Actions taken by the Board of Directors to inform its members -
especially non-executives - of the shareholders> proposals and comments
regarding the company and its performance

The company»s by-law and the corporate governance regulations guarantee to shareholders
all rights related to the share. Accordingly, the company has taken a number of measures
to inform the members of the Board of Directors, especially the non-executives, about the
shareholders’ proposals regarding the company and its performance as follows:

1. The company has designated an “Investor Relations Department” in the company
that will respond to shareholders’ inquiries and receive their comments or complaints
through the communication channels available via the company’s website, phone or
e-mail.

2. These inquiries are examined and categorized - if any - and the essential ones are
submitted to the Board of Directors during its periodic meetings.

3. The company is always keen to urge all members of its Board of Directors to attend
the general assemblies to answer the shareholders’ questions and to take stock of their
views and observations on the company and its performance.

4. Shareholders’ questions and inquiries are recorded in the minutes of the general
assemblies meetings and kept at the company’s headquarters, and any shareholder
can view them upon request.

G- The means that the Bboard of Directors relied on in evaluating its
performance and the performance of its committees or members, the
external party that carried out the evaluation and its relationship with the
company, if any

Proceeding from the keenness of the Board of Directors of Tabuk Cement Company to
achieve all corporate governance articles issued by the Capital Market Authority, including
guiding articles and the most prominent internationally applicable practices. Tabuk Cement
Company has carried out a periodic evaluation of the performance of its Board of Directors
and its committees since 2018, with the aim of identifying the strengths and weaknesses
and proposing to address them in line with the company's interest. In addition, the proposed
solutions were presented that would achieve the interest of the company. The mechanisms,
methodology and standards used in the evaluation process were submitted to the Board
of Directors before its implementation. These procedures included a comprehensive
questionnaire dealing with the tasks and duties of the members of the Board of Directors
and committees emanating from the Board. The evaluation process also included a review
of the effectiveness of the Board of Directors> meetings and the enhancement of their
ability to achieve their objectives.

Title of the Workshop The executing agency Its date

o Attend O Exceuse

A remote workshop entitled “Workshop on the companies
listed on the Saudi stock market, from the Zakat, Tax and
“.Customs Authority

A remote workshop entitled "Zakat base in listed
"companies

Zakat, Tax and‘CustomS December 2021 07
Authority

Financial Market Authority June 2021 22

A remote workshop entitled “A workshop to allow the

“application of the fair value or revaluation model Financial Market Authority

June 2021 29

A short course entitled "Governance and the importance
"of its application for companies

Saudi Center for

Governance April 2021 19

Certified International Corporate Governance Officer Short

October 2021 14-10
Course

Money Experts
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Third: The Committees emanating from
the Board of Directors

The Board of Directors has formed specialized committees in line with the Corporate
Governance Regulations issued by the Board of the Capital Market Authority, with the
aim of assisting the Board in performing its duties effectively and in accordance with the
company’s needs and the nature of its business.

These committees were formed in accordance with general procedures established by the
Board, which include defining the tasks of each committee, the duration of its work, the
powers granted to it, and how the Board monitors them.

It was also taken into account the appointment of a sufficient number of non-executive
board members in the committees concerned with the tasks that may create situations
of conflict of interest, such as ensuring the integrity of financial and non-financial reports,
reviewing related party deals - if any - and nomination for membership of the board of
directors, appointment of senior executives, and determine rewards, etc.

The chairmen and members of these committees shall abide by the principles of honesty,
trustworthiness, loyalty, care and concern for the interests of the company and its
shareholders, and prioritizing them over their personal interests.

Bearing in mind that all current and previous jobs, qualifications and experiences of
committee members, whether from the Board of Directors or from outside the Board, were
previously discussed.

The following summarizes a description of the affiliated committees, a statement of their
members, their responsibilities, and their meetings held throughout the year 2021 AD:

1. The Executive Committee

The company’s Board of Directors forms the Executive Committee from a number of its
members, provided that their number is not less than three members in addition to the
company's Chief Executive Officer (CEO). In this regard, a resolution is issued by the Board of
Directors specifying the names of the committee members and the name of the committee
chairman. The aim of this committee is allocating more time and effort to discuss certain
issues and make recommendations regarding them to facilitate decision-making within the
Board of Directors. The formation of the Executive Committee was as follows:

Members of the Executive Committee

S Member Membership Status

1 Mr. Saud Bin Soliman Al-Jehani Committee Chairman
2 Mr. Abdel Aziz Bin Abdel Rahman Alkhamees Committee Member
3 Mr. Masad Bin Khalid Bin Saleh Alshathri Committee Member
4 Engineer: Ali Bin Saif Al-Qahtani Committee Member
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Committee duties and responsibilities:

The Executive Committee shall assume all tasks and responsibilities that fall within the
scope of its purposes, and any other tasks and responsibilities assigned to it by the Board
of Directors, in particular the following:

Managing and directing the business and affairs of the company and informing the Board of
Directors of the decisions or actions taken by the committee or those that require approval
by the Board.

Discussing any topic that falls within the competences of the Board of Directors without
exception, and submitting these recommendations to the Board of Directors to take the
appropriate decisions in their regard. These include, but are not limited to, appointing
advisory bodies, making recommendations to the Board of Directors regarding candidacy
for membership in the committee, and periodically reviewing the committee>s by-laws.

Preparing an annual report to the Board of Directors on the work accomplished by the
committee.

Designing a matrix of powers in the company, submitting it to the Board of Directors for
approval, and reviewing it periodically by the committee.

Reviewing periodic management reports, evaluating performance, reviewing new
investments or reinvesting, and approving them before submitting them to the Board for
approval.

Reviewing annual budgets and plans, and investigating the essential differences related to
budgets (if any) before they are presented to the Board of Directors.

Periodic reviewing of capital expenditures, placing the company’s assets in mind, reviewing
investment plans in the company'’s surplus liquidity, discussing investment and expansion
opportunities, in addition to standing up to the challenges facing the company’s operational
activities, to ensure the quality of products.

Table of Attendance of the meetings of the Executive Committee by the members, for the
year 2021 AD:

Meeting Number and Date

@) IS o ™m < 1)

~ ,:' F\ 8 M~ nN') N~ E M~ © ™ n

o) o o o o ©

Member 2 zZ 5 >3 Z o Z S Z

o Q o Q o Q o Q o < o I

c £ S - £ 4 e c

=g P =N =N B N s N

v O ) o (i) [Te) v O v O

0N 9 0 0N 0 N U N
> > > > > >
Mr. Saud Bin Soliman Al-Jehani [} ® [ ] [ [ ] ([
Mr. Abdel Aziz Bin Abdel Rahman Alkhamees [ () ) () o o
Mr. Masad Bin Khalid Bin Saleh Alshathri [ () [ ) o [} ([
Engineer: Ali Bin Saif Al-Qahtani [ [ ] [ ] [ ] [ ] ([ ]

o Attend O Exceuse
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2- The Audit Committee

In accordance with Article 101 of the Companies Law issued by the Ministry of
Commerce for Investment, Article 54 of the Corporate Governance Regulations
issued by the Board of the Capital Market Authority, and the corresponding
articles of the company's By-Law and governance regulations, the Audit
Committee was formed by a decision of the Fifth Extraordinary General
Assembly in its third meeting held on 07 Jumada Al-Ula 1441 AH corresponding
to January 02, 2020 AD, to consist of four non executive members of the
Board of Directors, including specialists in financial and accounting affairs, with
the approval of the committee’s work regulations specifying the rules and
procedures for its duties and the remuneration of its members.

The formation of the Audit Committee was as follows:

Members of the Audit Committee

S Member Membership Status

1 Mr. Tareq Bin Khalid Alangari Committee Chairman
2 Mr. Ali Bin Soliman Al-Ayed Committee Member
3 Mr. Turky Bin Abdulmohsen Al-Luhaid Committee Member

Duties and Responsibilities of the Audit Committee:
A- External auditor and financial reports:

1. Reviewing and evaluating the qualifications, performance and
independence of the external auditors, including the main partner and other
senior members of the independent auditor’s team, on an annual basis, and
obtaining annual acknowledgment of that independence.

2. Reviewing the external auditors plan, scope and methodology.

3. Supervising the activities of the external auditors and approving any activity
outside the scope of the audit work assigned to them while performing
their duties.

4. Reviewing the comments or qualifications of the external auditor on the
financial statements and following up on the actions taken in their regard.

5. Reviewing the external auditorss report on the financial statements and
management message.

6. Reviewing the interim and annual financial statements before
presenting them to the Board of Directors and expressing opinions and
recommendations regarding their integrity, integrity and transparency.

7.

8.

o.

At the request of the Board of Directors, the Committee provides its technical
opinion on whether the annual report of the Board of Directors and the
financial statements are fairly, consistent and understandable and contain an
appropriate amount of information to enable shareholders and investors to
evaluate the financial position of Tabuk Cement Company, the results of its
operations, business models and strategies.

Reviewing with external auditors the extent to which changes or improvements
in financial or accounting practices have been implemented.

Regularly reviewing with the external auditors any audit problems or difficulties
they encounter during audit work, including any limitations on the scope of
the external auditors> activities or on obtaining the required information and
managemenbts response thereto.

10. .Reviewing and discussing quarterly and annual press releases.

11.

B-

1

2.

3.

The interim financial statements are accepted after being approved by the
Board of Directors, and are signed by an authorized member of the Board
of Directors, the CEO and the financial manager, and they are disclosed to
shareholders within a period not exceeding (30) days from the end of the
financial period covered by those statements.

Internal Audit:

Studying and reviewing the company>s internal and financial monitoring
systems and risk management system.

Reviewing the internal audit reports and following up the implementation of
corrective measures in relation to the audit notes contained therein.

Monitoring and supervising activities if the company’s internal audit department
ensures its effectiveness in carrying out the activities and duties determined
by the Board of Directors. If the company does not have an internal auditor,
the committee must submit its recommendation to the Board of Directors
regarding the need for his appointment.

C- Auditor

1

Recommending the Board of Directors to nominate or dismiss auditors, and
determine their remunerations and evaluate their performance, after verifying
their independence and reviewing the scope of their work and the terms of
their contract.

Verifying the auditor's independence, objectivity and fairness, and the
effectiveness of audit work, taking into account the relevant rules and standards.

Reviewing the company’s auditor's plan and work, and verifying that he has
not submitted technical and administrative works that are outside the scope of
audit work, and providing its views in this regard.

Answering the company>s auditors inquiries.

Studying the auditors report and his notes on the financial statements and
following up on what was taken in their regard.
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D- Assurance of Commitment

1. Reviewing the results of any examinations by the regulatory bodies and
ensure that the company has taken the necessary measures in this regard.

2. Ensuring that the Company has responded appropriately to comply with
the relevant laws, regulations, policies and procedures.

3. Reviewing the proposed contractual arrangements and transactions with
the related parties and submitting its opinion to the Board of Directors
regarding these arrangements and transactions.

E- Morality and fraud

1. The Committee shall arrange to enable Company employees to submit
anonymousreports of concernsand commentsinrelationto financialreports
and other matters. The committee should also ensure that procedures
are implemented effectively by conducting appropriate independent
investigations into the extent of irregularities, errors, inaccuracies or
misdeeds reported, and take appropriate follow-up actions.

2. Ensuring that appropriate measures are taken to respond to any reported
allegations or concerns, including obtaining outside legal or technical advice
when necessary.

3. Reviewing and evaluating the operations of Tabuk Cement Company to
manage the Code of Ethical Conduct.

Results of the annual review of the effectiveness of the company’s internal
monitoring procedures:

Table of Attendance of the meetings of the Audit Committee by the
members, for the year 2021 AD: The company'’s internal audit department carries out continuous audits to verify the
effectiveness of the internal monitoring system and procedures in protecting the

Meeting Number and Date company’s assets, evaluating work risks and measuring the efficiency of performance, and

the aforementioned audits did not show a fundamental weakness in the company’s internal

© & o) o monitoring system. On the other hand, the external auditor performs an evaluation process
Member s O 5 O T d 50 for this system as part of his review of the company’s final financial statements, where the
Z oM Z g @ z S . . . . . s .
59 o %29 g¢ company enables him to view all the minutes of the audit committee’'s meetings, the reports
é § 40%) g % g % § of the internal audit department for the fiscal period / year and all the required documents.
v X v X o N o
2 2 > > . . - . G
The audit committee’s opinion on the adequacy of the internal monitoring system:
Mr. Tareq Bin Khalid Alangari ° ° ° ° The audit committee’s evaluation of the company’s internal and financial monitoring
systems did not show any fundamental weakness, with the exception of some non-
Mr. Ali Bin Soliman Al-Ayed ° ° ° ° essential observations that were reported in the various audit reports, and the internal audit
department agreed with the concerned departments to implement its corrective actions.
Mr. Turky Bin Abdulmohsen Al-Luhaid [ (] [ ] [ ]

On the other hand, the external auditor usually performs an evaluation process for this
® Attend O Exceuse system as part of his review of the company’s annual financial statements, where the
company enables him to view all systems, policies, procedures, minutes of audit committee
meetings, and reports of the internal audit department for the fiscal period / year under
examination.

94 | 95



Duties and Responsibilities of the Nominations and Remuneration Committee:

The Nomination and Remuneration Committee shall assume all tasks and responsibilities
that fall within the scope of its purposes and any other tasks and responsibilities assigned
to it by the Board of Directors, in particular the following:

1. Recommending the Board of Directors to nominate for membership in the Board or its
affiliated committees in accordance with the approved policies and standards.

2. The committee must take into account many factors when evaluating members
nominated for membership in the Board of Directors or committees, such as integrity,
credibility, responsibility, availability of necessary expertise, independence and
leadership capacity.

3. Annual review of the required needs of the appropriate skills for membership of the
Board of Directors and re-description of the capabilities and qualifications required for
membership of the Board of Directors, including determining the time required by the
member for the work of the Board of Directors.

4. Reviewing the structure of the Board of Directors and making recommendations
regarding changes that can be made.

5. Ensuring on an annual basis the independence of the independent members and
ensuring that there is no conflict of interest if the member is a member of the board of
directors of another company.

6. Developing clear policies for the compensation and remuneration of the members of
the Board of Directors and the senior executives, bearing in mind that these policies are
set in accordance with standards related to performance.

7. Ensuring that there is an introduction program for new members of the Board of
Directors or its affiliated committees.

8. Carryingoutan annual evaluation of the performance of the Board and the performance
of the members according to specific models approved by the Board of Directors
based on the proposal of the Committee, and independent third parties can be sought

3- The Nominations and Remunerations Committee: whenever the need arises.

It is a committee emanating from the company's Board of Directors, and it Determining the necessary criteria for the annual evaluation of the Chief Executive Officer
consists of (3) three members appointed by the Board of Directors, and the (CEO) of the company and conducting an annual evaluation of the performance of the CEO
term of their membership is determined so that this period does not exceed the of the company.

term of membership in the Bboard of Directors.
Meeting Number and Date

S Member Membership Status Q Q
N RN
o o
Member 2Q 29
o & D
1 Mr. Abdulrahman Bin Rashed Albluwe Committee Chairman s Q 5 d
¢ 8 o 3
> >
2 Mr. Wafi Bin Nafe Alshakhs Committee Member Mr. Abdulrahman Bin Rashed Albluwe Y ®
Mr. Wafi Bin Nafe Alshakhs ® (]
3 Mr. Abdulaziz Bin Saleh Alshathri Committee Member
Mr. Abdulaziz Bin Saleh Alshathri [} ([ ]

® Attend O Exceuse
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4- The Governance Committee: their implementation, reviewing and updating them based on the company>s internal

. . . ! ) and external variables.
It is a committee emanating from the company’s Board of Directors, and it

consists of (4) four members appointed by the Board of Directors, and the term 7. Determining and maintaining an acceptable level of risks to which the company may be
of their membership is determined so that this period does not exceed the term exposed, verifying that the company does not exceed them, and conducting endurance
of membership in the Board of Directors. tests, in order to restore the company>s ability to bear risks if it is exposed to it on a

regular basis.

Members of the Governance Committee 8. Verifying the feasibility of the company>s continuity, and the successful persistence of

S Member Membership Status its activity, with identification of the risks that threaten its continuity during the next
twelve months.

1 Mr. Abdel Aziz Bin Abdel Rahman Committee Chairman 5

Alkhamees Preparing detailed reports on the company>s exposure to risks and the proposed steps

to manage these risks, and submitting them to the Board of Directors.
2 Mr. Saud Bin Soliman Al-Jehani Committee Member

10. Working to ensure the availability of adequate resources and systems for risk
3 Mr. Tareq Bin Khalid Alangari Committee Member management and making recommendations to the Board of Directors on issues related
to risk management.

4 Mr Abdulrahman Bin Rashed Albluwe Committee Member 11. Reviewing the organizational structure of risk management, and making
recommendations in this regard, before being approved by the Board of Directors, and
Duties and Responsibilities of the Governance Committee: verifying the independence of risk management staff from activities that may result in
The Governance Committee shall assume all tasks and responsibilities that exposing the company to risks.
fall within the scope of its purposes and any other tasks and responsibilities 12. Reviewing the issues raised by the Audit Committee that may affect risk management
referred to it by the Board of Directors, in particular the following: in the company
1. Setting corporate governance rules for the company (the Governance Table of Attendance of the meetings of the Governance Committee by the members,
Regulations), reviewing and updating its rules in accordance with the for the year 2021 AD:
regulatory requirements and best practices, and verifying the company’s g N5
compliance with those rules. and Date
2. Reviewing the corporate governance regulations issued by the Capital Member Meeting No. 03
Market Authority and ensuring that the company’s regulations comply 2021/12/30
with them, and keeping the members of the Board of Directors always
informed of developments in the field of governance of corporates and Mr. Abdel Aziz Bin Abdel Rahman Alkhamees °
best practices thereof.
Mr. Saud Bin Soliman Al-Jehani )
3. Reviewing and developing the rules of professional conduct that represent
the values of Tabuk Cement Company, and other internal procedures to Mr. Tareq Bin Khalid Alangari °
meet the needs of the company.
4. Ensuring that all the company’'s written and approved policies and Mr. Abdulrahman Bin Rashed Albluwe °

procedures are compatible with the applicable compliance rules, updating
the compliance policies and procedures, and reviewing the company'’s
management reports sent to the monitoring authorities.

® Attend O Exceuse

5. Identifying and evaluating the main risks facing the company, supervising
the company>s risk management system, and evaluating its effectiveness
with the development of mechanisms and measurement, to follow up on
the risks that the company may be exposed to.

6. Developing a comprehensive risk management strategy and policies in
proportion to the nature and size of the company»s activities, and verifying
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Fourth: Dealing with the Related Fifth: The Results of Governance
Parties Practices during the year 2021 AD.

The company confirms that during the fiscal year 2021 AD, no contracts, deals The Board of Directors was keen to establish an effective governance system and to consider
or transactions were concluded in which Tabuk Cement was a party and in it an integral part of the company’s administrative and financial system. The system of
which there was an interest for any of the members of the Board of Directors governance organizes the internal work by clarifying the relationship between the Board of
or any of the committee members outside the Board of Directors, the Chief Directors and the shareholders’ assembly on the one hand, and the board of directors and
Executive Officer (CEO), the financial manager or any of the senior executives the executive management on the other hand. The governance system also regulates the
of the company or with any person related to any of them. external business by managing its relations with the government sectors, legislative bodies,

suppliers and contractors in order to achieve high efficiency and effectiveness to ensure the
achievement of the company's strategic and operational goals. The company is keen on the
comprehensiveness of the regulations and work rules related to transparency, responsibility,
justice, and independence, in order to comply with the provisions of the Companies Law
issued by the Ministry of Commerce, the Corporate Governance Regulations issued by
the Board of Directors of the Capital Market Authority, and other relevant regulations and
legislation in force in the Kingdom of Saudi Arabia. With keenness to benefit from the best
local and international practices applied in this field.

The company has won the Excellence Award in the Corporate Governance Index for
companies listed on the Saudi Stock Exchange from the Corporate Governance Center at
Al-Faisal University, and this comes as a result of the company>s commitment to applying
the best practices of good governance.
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The company also signed a contract with a specialized company to study its
regulations and policies and to create risk records for all company departments.

The following table shows the developments in the company»s application of
the guiding articles (to be sent to you later).

Article No. Text of the Article or paragraph Reasons and Details
Article 72:
Meetings The Risk Management The Governance Committee was
of the Risk Committee meets at least every ~ formed, and the Governance
Management six months, and whenever the Committee performs the functions of
Committee need arises

guidance article)

Article 85:
Motivating
employees
guidance)
(article

Article 87 Social
Responsibility

guidance)
(article

Article 88 Social
Work Initiatives

guidance)
(article

Forming committees or holding .1
specialized workshops to listen
to the opinions of the company’s
employees and discuss with
them the issues and topics that
are the subject of important
decisions

Programs for granting .2
employees shares in the
company or a share of the
achieved profits, retirement
programs, and establishing an
independent fund to spend on
those programs

Establishment of sociall
institutions for the company»s
employees

The Ordinary General Assembly
- based on a proposal from

the Board of Directors - sets a
policy that ensures a balance
between its goals and the goals
that society seeks to achieve,

in order to develop the social
and economic conditions of the
society

Establish measurement .1
indicators that link the
company's performance with the
initiatives it offers in social work,
and compare that with other
.companies of similar activity

Develop community .2
awareness programs to
define the company»s social
responsibility

the Risk Management Committee

Although the article is guiding, the
company is keen to provide a safe and
healthy work environment for all its
employees and is constantly studying
ways to raise the degree of loyalty by
intensifying incentive programs in the
.coming years

The company>s efforts in the field
of social responsibility are disclosed
in the annual report of the Board

of Directors, there is a special work
team to supervise and implement
these programs and initiatives, and
the Board will present this matter to
the Assembly whenever it deems it
necessary

Sixth: Shareholders> Rights and the
General Assembly

The By-Law of Tabuk Cement Company and its governance system guarantee
the shareholder several points, if all the rights related to the share are confirmed
to the shareholders:

=

The right to receive part of the profits that is decided to be distributed.
The right to obtain part of the company»s assets upon liquidation.

The right to attend shareholder assemblies, participate in their deliberations,
and vote on their decisions.

The right to dispose of shares, monitor the work of the Board of Directors,
and file a liability claim against members of the Board.

The right to inquire and request information in a manner that does not harm
the interests of the company and does not conflict with the Capital Market
Law and its implementing regulations.

The company allows the largest number of its shareholders to participate in
the general assembly meeting, and is keen to choose the appropriate time
and place for holding it. In addition, it adopts a remote voting system to
make it easier for its shareholders to exercise the right to vote.

The By-Law of Tabuk Cement Company and its governance system also
stipulate the provisions related to the general assembly of shareholders, which
include the following procedures and precautions:

1

Ensuring that all shareholders exercise their statutory rights, and the general
assembly is the supreme authority in the company.

Exclusive powers include appointing and relieving the members of the
Board of Directors.

Monitoring the work of the Board of Directors and the right to inquire
and request information in a manner that does not harm the interests of
the company and does not conflict with the Capital Market Law and its
implementing regulations.

Approving the consolidated financial statements, appointing the auditor and
determining his fees, approving the distribution of profits recommended by
the Board of Directors, increasing or decreasing the company's capital, and
amending the company'’s articles of association.
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Seventh: Disclosure and
Transparency Policies

Being aware of the rights of shareholders and investor relations, and in order
to enhance its relationship with its shareholders and all its investors and
stakeholders, and in order to preserve their rights, and being aware in the
importance of corporate governance that aims to protect shareholders’ rights
and enhance internal monitoring through activating the role of the Board of
Directors and its committees and adhering to the principle of disclosure and
transparency, Tabuk Cement Company continued, during the year 2021 AD,
its commitment to the corporate governance regulations issued by the Saudi
Capital Market Authority and other related regulations.

Accordingly, Tabuk Cement Company does the following:

1

Its statutory disclosures are not limited to the company’s performance
and financial results, but the disclosure extends to all information that
may be of interest to the company’s shareholders, the public of investors
and stakeholders, and what is required by relevant regulations and good
international practices adopted by the company in the field of governance
and transparency.

Including shareholders’ rights in the company’s Articles of Association and
governance guide.

Enabling shareholders and investors to obtain information, as the company
publishes financial reports, announcements and material news through the
Tadawul website, daily newspapers, and the annual report of its Board of
Directors.

Creating a special departmentin the company to follow up on shareholders’
affairs and respond to their inquiries related to un-received profits or other
matters.

The number of the

company's requests to The date of application Reasons for the request

the shareholders register

1 07/01/2021 Company procedures
2 31/03/2021 Company procedures
3 07/04/2021 Company procedures
4 0870972021 Company procedures
5 29/12/2021 Company procedures
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Eighth: Declarations of the Board of
Directors

The Board of Directors of Tabuk Cement Company acknowledges the following:

1
2
3.
4

10.

11

12.

That the account records are properly prepared.
Theinternal m system was prepared on sound foundations and implemented effectively.
There is no doubt about the company»s ability to continue its activities.

There are no Sanctions, penalties or precautionary restrictions imposed on the company
by the Capital Market Authority or any other supervisory, regulatory or judicial authority.

The company»s financial statements have been prepared in accordance with the
accounting standards issued by the Saudi Organization for Chartered Accountants, and
in accordance with the relevant requirements of the Companies Law and the Company»s
Articles of Association regarding the preparation and publication of financial statements.

There are no shares or debtinstrumentsissued to a subsidiary company, as the company
does not own a subsidiary.

The company has no treasury shares held during the year 2021 AD.

The company is committed to protecting the rights of shareholders, not to discriminate
between shareholders who own the same class of shares, and not to withhold any right
from them, in order to ensure fair treatment of all shareholders.

The company has not instituted any action that may impede the shareholders use of
his right to vote.

The company did not provide any cash loan of any kind to any of its board members,
nor did it guarantee any loan contracted by a member of its board of directors with
third parties.

There is no interest in the class of voting shares that belongs to persons (other than
members of the Board of Directors, senior executives and their relatives) who have
informed the company of these rights during the year 2021G.

The company does not have convertible debtinstruments and any contractual securities,
memoranda of subscription right, or similar rights issued or granted by the company
during the year 2021 AD.

13.

14.

15.

16.

17.

18.

19.

20.

21

22.

23.
24.

25.

There are no transfer or subscription rights under convertible debt instruments,
contractual securities, subscription right memoranda, or similar rights issued or granted
by the company during the year 2021 AD.

The Company does not have any refund, purchase or cancellation of any redeemable
debt instruments.

There are no recommendations from the Audit Committee that conflict between them
and the decisions of the Board of Directors, or that the Board refused to take regarding
the appointment and dismissal of the company>s auditor, determining his fees, and
evaluating the internal auditor.

During the fiscal year 2021 AD, the company's external auditor did not provide any
services of an advisory nature to the company and did not receive any fees in this
regard.

The company did not receive from the auditor a request to convene the General
Assembly during the ended fiscal year, and it was not held.

There are no material subsequent events affecting the safety of the company>s financial
position and the results of its operations that occurred after the end of the year and
were not clarified, other than what is included in this report.

The Board of Directors acknowledges that there is a loan on the company in favor of
Albilad Bank.

There are no debt instruments convertible into shares, there are no option rights or
memoranda of subscription right, and no similar rights have been issued during the
fiscal year.

There are no subsidiaries of the company inside or outside the Kingdom.

Thereis nointerest or option rights for the members of the company»s board of directors
and senior executives, their spouses, their minor children, their fathers, mothers, and
their relatives in shares or debt instruments.

There are no convertible debt instruments and no redeemable debt instruments.

There is no arrangement or agreement under which a shareholder of the Company has
waived any rights to dividends.

There are no investments or other reserves established for the benefit of the Company»s
employees.
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Concluding Word

At the conclusion of our report, the Chairman and members of the Board
of Directors of the company are pleased to extend their sincere thanks and
appreciation to the Ministry of Commerce, all relevant government departments
and the Capital Market Authority for their continuous support and cooperation
with the company, which had a significant impact on the company’s progress
and prosperity, and to the company’s valued shareholders for their support and
trust, and to all the employees of the company for their fruitful efforts during
the past year.

Board of Directors
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Independent Auditors Report
To Shareholders of Tabuk Cement Company
Saudi Joint Siock Company

We have audited the fnancial siatements of Tabuk Cemant Company (8 Sawdi jeint stock Comparry) ("the
Company™), which comprise the statement of finangal position &2 8¢ 31 Decamber 2021, the statemants of
profl of leas and ofher comprahensive incoma, changes in equity and cash flows for the year then ended, and
noées 1o tha financial stabements, compriaing significant accounting polcies and other explanatery information,
In cur opinlen, the sccompanying finandal statements present fairty, in all matedal respects. the financial
position of the Company 83 al 31 December 2021, and its financial parformance and #s cash Bows for the year
than anded in accondance with infernalional Financial Reporiing Siandards (IFRS) that are endorsed in the
Kimgdom of Saudi Arabia and other standards and pronouncements issued by the Saudi Organization fof
Chadersd and Professional Accountants (SOCPA).

Basis for Opinion

W conducted our awdit in accordance with the Intemational Slandands on Audiing thal are andorsed in thae
Kingdam of Saudi Arabia, Dur responsibilisaes under those siandards ana fuihar sescnbed n e AUGSKS
Responsibiliies for the Audit of the financial statements section of cur repor. Wa ane indepandent of the
Company in accordancs with the professional code of conduct and athics that ane endersad in the Kingdom of
Saudi Arabis that are relevand fo cur audit of the financial stabements, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We taliove that the audit svidencos wa have obilained
is sufficient and appropdate 10 provide & basis for Our opifean.

Koy Audil Matiers

Koy aud matiens ane those matieds that, in our professional [udgment, waere of most significance in cur auwdil
al the financial stabaments of tha cument year. These maliers wane addreased in the contaxt of cur audi of tha
financial stalemants as & whoba, and in forming ouw opinken thereen, and we do not provide & separale ogineon
on these matbers,
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Independent Auditor's Report (continued]

To the Shareholders of Tabuk Cement Company
Sad Joind Stock Company

Ravanue recogniton

Rafarrirg 1o Mobe (5} Tor the accounting polcy of the revenus realization and Note (22) for the disclosure of

contracls with customens

Fey audit matber

During the year ended 31 December 2021, revenus

from sales amounting to SR 2385 milkon vas
necegnized.

Repsanuié rom sakes i3 recognized when & customir
chitains conkrals of the goods and this is dons upon
acceplance and delvery of the goods to the
cuslomer and issuance of a sales nvoica N
accordanca with the reguirements of IFRS 15,
Rvenu from contracts from ceants.

Revenue iz one of the significant indicabors for
are Imherant risks through recognising revenue with
marg Than its achual valme in order 1o increass
profitability, Thersfons, The revenus recognition
procass has been considensd as @ key audit maiber.

How the mather was addressed In our awdit

The auditing procedures we parformeed in relation io
ravanisg  Bom  sales  Included, among  obher
procedures, the folawing:

= Ewvalsating fhe appropriatensss of e
Company’s accounting polcies relaled 1o
recognition of revenue from sales, including
those riated bo dscounts and incentives, as well
a8 assassing compliancs with the requansman s
af applicable aceounting standsnds.

= Test the design and Implemeniation of the
internal control procedunes relaled io revenue
recognitton and s operabional | efficiendy,
inchuding anti-fraud conitrod procedures,

Parommead snalylical audit of the revenus by
companng e voleme of sales and prices
micnthly during tha curmant yaar with the previcus
year and determine whether there ane amny
ﬂm1mmmammmb&
further examingd in the light of our undedstanding
of current marked conditions.

We examined Based on the sample base the
revenues recorded with fha  supporting
documaents bo werly revenuss i necarded in thair
comect petiods.
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Indenendent Auditor's Report (continued)

To the Ehamrmzlurad Tabuk Cement Company
Saudi Joink Stock Compary
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With reference to Noie (4) regarding the use of judgments and eslimates in respect of the impairment of
inveniories, as well as Mole (11} reganding discosie of irveniodes.

Ky audit matter

#s at 31 December 2021, the book valee of spare
parts ventory amounted o SR ET8 milion, which
is koepl for periods that may excead one finandial year
and this may impact the evaluation of the spars
parts, which incudes the use of judgments in
gslimating provisions for spane pars inseniony,

The use of judgments is required (o assess the
appropriate bevel af provisions for the spane pars
irrvanbory Bems thad may be damafed of 3oid bor less
than thesr ol o the damaged and slow-moning
quantity i delerined. Thess judgmeans include the
managemend s axpeciations reganding the Tulure usa
of thesa spare pars of plans bo exchede or sell fhem,

Duwe (o ibe significance of the spare parts provigich
and related estimabes, this was consldared @ key
audil mather.

Hiow thie matter was sddressed in our audit

Our audil procedures, which ane related io ihe
varification the appropraiensss of the reconded
proviaion against the  spare pans  inveniory.
included, amang ofher procedunes, the following:

= Discusstion with the managemant the key
gssumptions were used in esiimating the
proviskon

- Verify the reasonableness of the assumplions
usad by managamaent in caloulating the prosision
on sample basis.

Obiain an authorised report from the Bnancisl
managemen] and lechnical managamant of the
Comypany that inchedes the stateméent of $18gnan
irserilony and fhe exlent of spare pans’ validity
for use and the adequadcy of the provision mads
for the stagnant irventory in the Company's
books,

Observa ihe apare pars inwenicry counting
works af the end of the year o monitor and
wnderstand the Company's procedunes in
idanifying damagad spare parts siock,

Evalupie the design, implemantaiion, and
aparational eMectiveness of relevan! cominols

applied in the iNveniony Measurement [IOGESS.

KpPMB

Incienendent Auditor's Report (continued)

To Sharsholders of Tabuk Cement Company
Saudi Joint Steck Company

The financial statements of the Company for the year ended 31 December 2020 were audited by another
auditer who expressad an unmodifisd opinion on these financial stalemants on 4 March 2021,

Management is responsible for tha other information. The other information comprisas the information ncluded
i Bha annual report but doss not include the financial staterments and our AUtRorE’ repor thereon. The annual
rapart i axpected 0 bé made available 1o us afer the dale of this auditors” nepon.

Cur opinion on the financial statements does not cover the ofher information and we will not express any form
of assurance conclusion theneon.

In connection with cur sudit of the financial statements, cur responsibility i€ 1o redd the ofher infoemation
identified above whan # becomes available ard, i doing 8o, consider whethar fha other infarmation is
mmmnmhm;ﬂmmwwmmmMWM
appeans 1o be materialy misstated.

Vnen we read the snnual report, when made available fo us, if we conclude that there ls & matedial
mitsstalemant thengin, we are freguired 1o commundcate the matier to those charged with govemancs,

Respons hilittes of Managemént and Those Changed with Govarnance for thie Financial Statements

Management is responsitle for fhe preparation and fair presentation of the financlal siatemnents in acoordance
with IFRS thal afe endorsed in tha Kingdom of Saudi Arabia and other standards and pronouncaments issuad
by SOCPA, the applicable requirements ol the Regulaticn for Companies, Company’s By-Laes and for such
intamal controd as management determines is necessary to enable the preparation of financial statements that
are fres from material misstatement, wheather dwe to fraud or garor,

In preparing the separate financial statements, management is responsible for assessing the Company’s ablity
bo conitifiies &8 & Going concedm, diaciaaing, &e applicable, matiors related bo going concedm and using the gong
concerm basis of accounting whless managemsent sither inlends to Bquidate the Company o to ceste
oparations, of has no realiatc altermative but o do 5o,

These charged with governance, Boand of Directors, are responsible for cversesing ihe Company's financial
reporting process,

Buditor's. Responsibilies For the Acdit of tho Financial Statoments

Our objectives are to obiain reasonable assurance aboul whether e financial statements as & whale are fnge
from malesial misstalemenl, whather due to fraud or emor, and 10 i$sue an aediors repodt thal mcludes our
apinion, Reasonable sssurance’ i @ high bevel of ssswrance, but is not a guaranise that an awdil conduched
in scoordance with International Standands on Auditing thatl are endonad in the Kingdom of Sawdi Arabia, will
always delecl a materal misstalement whan it adsts. Misslalements can afise from fraud oF emos and ang
considered material i, indnidually or in aggrepate, they could reasonably be expecied b influence the
economic deciskons of users taken on the basis of these financial stalements.
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Independent Auditor's Report (continued)

Ta Shareholders of Tabuk Cemaent Company

Saudi Joint Stock Company {Expressed in Soudi Arabian Rivals)
" 5 - : 1) December 31 December
Aucdiiors Roesponsdbdlities tor tha Audit of the Fimancial Statements (confini Hdﬂ_t eIl m
]
As part of an audit in sccordance with International Standards on Auditing that are endorsed in the Kingdom Property. plant and equipment [ 1,007,993,279 1,065,784, 188
of Sawdi Arabia, we eoarcise professional judgement and maintain professional scaplicism throughaut the Investnsent propertics 7 T2.279.440 Tr464 847
Audit, ‘We also: Fquity investments at Fair Value through Other R
mprehensi VO 183,140,949 281,288,274
«  Ientiy @nd asess the raks of matenal misstatement of the financial statemants, whether dus lo fraud ar ﬁ:ﬂﬂgim:ﬂl:;:ﬁlhcmc (FYDCh g. 4,762,692 £ M3 6E3
ermor, design and perlorm audit procedures resporsive Lo thase risks, and oblain AUt evidence tha Is i 10 1,705,654 3.566.366
sufficsent and appropriate 1o provide a basis for owr opinion, The sk of not delecling & maberial N 369,882,014 TA33.147.358
misstabement resulting from fraud is higher than for one resuling from emer, a5 fraud may imacive collusion, (VRR-CHITREL NEnts e
forgery, intantional omissions, misfepresantations avedride of imlemal control
- Oblain :: u-uunm.::n-qu{ intemal controd rﬁnu:tu:ﬂ‘n audit in order 1o design audit procedures that Inventories 1 192,949,241 285,060,097
are appropriate in the crcumstances, bt ol for the purpose of exprassing an opnion on the effectivenass Trade receivables 12 7977607 6,042,352
of the Company’s intemal control, Prepavments and other reccivables 13 11,240,413 8.571,537
»  Ewvaluabe the appropriateness of accounting policies used and the reasonablaness. of scoounting estimates Cash and cash equivalenis 4 48,082,531 40,693,362
and refated disclosures made by management. Currenl assets 360,249,802 340,370,348
= Concluda on the appropriabenass of managements use of the going concem basis of sccounting and, Total sssels 1,730,131,516 1.7 817. 706
based on the audl evidence oblained, whethar a maberial uncedainty exisis nelabed o evenis or conditions
that may casi significant doubt on the Company's ability by continge 88 & going concem. || we concluds thal , L o
& material uncamainty exists, then we are required 1o draw atlention in our suditor's report fo tha related g:"";:‘h:m equicy and liabilities
disclosures in the financial statemants or, if such disclosures are inadequate, 1o modify our opinion. Our i - i : 900,000,000 500,000,000
conclusions are basad on the audit evidence obtained up to the date of our auditor's reporl. Howewver, fulure Share capital ™ 377 745 646
ivants of condiions may cause the Company o c2asa to continue 85 a going concam. Statutory reserve 13 1195113 919,52
+ Evaluate the overall presentation, structure and condent of the financial statements, incluging the Othver reserves 113,792,199 1. 3?..5--5
disclosures, and whether the financisl siatements represent the underlying ransactions and svents in Retamed eamings 24,133,576 9.342,386
manner that achisves i predentabion. Total equity 1,267.447,453 1,249,017, 756
We commaunicate with those charged with gowsrmance reganding, amang ofher matbers, the planned scops and Liabilitics
timing of the awdil and significant awdit Sndings, including any significant deficiencias in inbemal control that we Losains 16 210,212,689 243 (Wi 63
idendify during our audt of the Tabuk Cement Comparny. Emplosvees’ defined benefit obligation 17 15,923,026 I4.%_;_E,4D;
b i i 1] - 1, 77241
W a0 provie Tioss chamed with govemance wilh & staiamant that wa hurve comphed with rebevant sthios N:::T:::mﬁ:?: Al e 126,135,715 367,989,476
reqquinaments regarding indapandance and communicate with therm all relationahips and other matters that may -
reasanably Be thought 1o bear on our iIndepandenca, and whers applicabde, relabed saleguards, e 16 63,470,883 63,470,883
Current portion of lease commitments 10 1772419 1.580,295
D s e ot ok s Nt e s e 8 e wisw
rathers, W describe hess matiers in our sudicss’ report unless kaw of regulation precludes public disclosune 11_1“_*!""".""]:'1"3_‘-‘ : 16,376,937 10,104,264
about the matter of when, in exirernely rare crcumslances, we ceterming that a matter should not be Dividend Obligations 19 121,075 857 121694374
comemunicated in our repod because the adverse consequences of doing so would reasonably be sxpected io Zakai provision = 6956392 10,156,261
cutweigh the public intenest benefits of such comMUNICagon. Currenl labilities 236.548,648 "Sﬁ-.iﬂﬂ.-l'?-i
o it ] Total linbilities 462,644,363 524,489,950
or Professi H"h- 'v“ Total sharcholders’ equity and linbilities 1,730,131,816 1,773,517.706
N txm

TABUK CEMENT COMPANY
{ Saandi Jodmt Stock Company )

SETATEMENT OF FINANCIAL POSITION

Az ai 31 December 2021

The accompanying notes 1 10 33 of these nancial statements.

These financial statements were approved by the Board of Directors on 22 March 2022, comesponding

:-uf]ﬂ?}ld'bu |443H and are signed on behalf by; "
Jeddah, 2T March 022 L#-:—.M_:r _ v
Corespanding to 24 Shaban 1443H ; s ;;“& : __JF_ =
Mansous ll'rnhlm Al- Habd.m-—- 1i bin Mohamed Al-Qahtani - haled Al-Angari

CEOD = (Authorized) BOD Member
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME EE E'E'. :_E- 5:} E i | £
For the year ended 31 December 2021 !Er!"- e - | - 1l L O i
{Expressed in Saudy Arabaan Rivals) — | = = 1 | :
. | | | g
.. = .3 E3ARE #ARS : A
Revenues 2 28529275 276454772 Taiqg SEREEE| FhE 3 MEL:
Cost of sales 2 (179.919,725) _ (208,207.773) i E glz Sinlglt| =|=2= E 25
Gross profit 48,600,550 68,246,999 E - . . § = %
Sclling and distribution expenses ] [3.046,032) (2.95],585) | f ! IF | BT -
Gieneral and administrative expenses 24 (21.,652.001) (20,354,578) 2l izl s | el 2 2 B
Other income 25 10,899,132 §,175.384 Al Hinl e | wlsl = ; ] E
Operating income 34,810,649 53,116,220 g 82 B é ﬂ ﬁ Lg = &
Financial charges 29 (6,192,117 (11,220,803 e 'l =1 = - "1|
Effect of financinl linkility cash flows adjustment 16 (5.815,199) 17,740,601 1 = i
Profit before zakat 13803333 59 646,018 | | = E
[ ||
Zakat b (5.046,012) (8.070.246) 3 I b E.;i. § RIR 'ﬁ‘:E‘ é
Profis for the yoar 17.757,321 51,575,772 g | |5lE| ¢ 'E:H é g
| W e - | ot
Other Comprehensive income Ei.l - ﬁ E = 3
Iiems that will not be reclassiffed inder profit or | ; 5 3
loss: _ =
Unrealized gains on investments in equity g L § i. B g g
instruments at FVOCT 8 1,852,675 10,330,274 i § g a 3 ‘5’-.:
Remeasurement of employees’ defined benefits ! : 2 el
obligation 17 (1,190,299) (372.563) H 2| 8 - g 5
Total other comprehensive income 18,419,697 61,533,481 i. = -{ E
| | i 3 ¥
Earnings per share to income for the vear (SR); = o
Elsabe ansd dliuted o1 0.197 0.573 g i . E Z- ﬂ ST
r L i d _E‘ :
The accompanying notes | 10 33 of these financial statements. E ¥ Eg
-8 : i ﬁ
E8 % g -
2 413 5 x T
These financial statements wene approved by the Board of Directors on 22 March 2022, cormesponding o E g E i ﬁ § i
to 19 Sha'bgn 1443H and are signed on behalf by: E E <Z2 E E N & E 4
(-B. b E - < E s ¥ L E = ,E
Mansour Ibeahim Al-Habdan Al bin Mohamed Al-Qahtani E = E g.é: a :!.-\ g -4 i e= E
Financial Manager CED o E - E - £ 2 ;iE = =
Spp == 22 Es HI TR T
g R B o 5; - = 23 zhﬁg
R 2 Rid EEE'—I—S SEEEEZ

i o=
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e TABUK CEMENT COMPANY
For the vear ended 31 December 2021 -
3 . e NOTES TO THE FINANCIAL STATEMENTS
{Expressed in Saudi Arabian Rivals) For the year ended 31 December 2021
_ Expressed in Saudi Arabian Rivals
S it 1. CORPORATE INFORMATION
Frofit for the vear befone zakat 12803333 0,646,018 ERa i '
Alirestnnemis; Tabuk Cement Company (the Company} i a Saudi joint stock company established under the
Diepreciation on . plant and equipment 6 58,194,221 70,108,144 regulations for companies in the Kingdom of Saudi Arabia lssued by Royal Decree Mo. (M/6) dated
Amortization on in es assets 9 856,295 356,203 30 Jumada Thani 1405H (corresponding 1o 22 March 1985). The Company is registered in the city
Allowanee for slow moving invenlory ilems 11 64,915 = of Tabuk under Commercial Registration Mo, 3550012690 on 25 Saffar 1413H (comesponding to 2
Depreciation of right-of-use 10 1,860,712 1,690,464 August 1994),
s etemaages. . &SNS S8
ain on disposal of real estate investments , s - :
Financial charges 2 6.192,117 1 1.22141%3 The main acdvity of the Company & & follows:
Reverse of impairment of irede receivables F 57.445) (! ad] : : - .
Employee defined benefit obligation charge for the year |7 1920,546 1,453,385 1. manufacture of ordinary and sulfur-resistant Portland coment and Portland cement for industrial
_ﬂfﬁﬂﬁ 3 5 purposes and cement derivatives and accessories, trading of such products and performing all
Changes in working capital: related and complementary works for such purposes.
Trade receivables (1,577,807) 1,976,086
Prepaymients and other debit balances (2668, 886) (3,849, 104 2. establish factories and laboratories related to sub and complementary industries of cement
Inventories (8,491,059 14,598,220 production like building materials and others that would achieve its purposes, afler obdaining the
Trade pavables 16.943.084 (3.790.450) necessary licenses from the concerned authorities.
Accrued expenses and other curment - {mﬁﬂ {13;2'353}
Zokat paid 13 (1.932.815) ! roduct
Emphoyoes defined benefit cbligations - paid 17 (dosns (46158 . RO S AT O N
Net cash provided by operating activities 113,700,620 In order o achieve its objectives. the Company may own real estate, land, and scientific research
e laboratories fo improve products and their new types, The Company practices ils activities in
INVESTING ACTIVITIES 2 : 3 i ;
Additions of ., plant and egquipment 6 (11,073,723) (8,649,194 accordance with the H{T‘IIEIHE: regulations and after obtaining the necessary licenses from the
Additions 1o intangible assets 9 (275,304) (1,394,544) concerned authorities, if any.
Proceeds from sale of investment propertics l%ﬂﬁ 10,08, 049 : : ey z
et cash provided by investing activities : 53311 m(_.l:l-mplll'[:,' operMes u.l'rd-:nndl.ﬂlrl.a_l. Im:ri!_.EHﬂ. 421 IHEI.I:LI'?JH issued on 14 Muharram |:H-1H
feorresponding 1o 1 October 20200 which expires on 16 Rabi® Al-Awwal 1445H (comesponding to
FINANCING ACTIVITIES 1 October 2023).
Paid from boans 16 [47.603.163) (71,404, 7T44)
Payment of bease obligations (1.581,295) (1.92B.423) As at 31 December 2021, the authorized. subscribed and fully paid up share capital 900 million
Fi_ﬂ!nt:lﬂ l:h-_lﬂ'ﬂ pai (6:192,117) (10,888,532} (2020 SR 900 million) divided into 0 million ordinary shares (2020; 20 million shares) of SR 10
Drividends distribusted L Hl4.51 g‘T 2171 each (2020: SR 10).
Met cash used in Anancing activities R — [BT,184
The registered address of the C is:
Change in cash and cash equivalents during the vear 7349169 26,588,661 TCCE:ding_ Al-m m”ﬁﬂ’m clty
Cash and cash equivalents at beginning of the year 40,693,362 14,104,701 Beside Dhaba port, near Duba sea port, PO Box 122
Cash and cash equivalents at the end of the year 48,052,531 40,693,362 Tabuk T1451 l{inédnm of Saudi .ﬂmmi.l
Supplemental non-cash informativn: 3
Property, plant and equipment settled fie 10,670,411 - The Company's shares are listed in the Capital Market Authority in the Kingdom of Saudi Arabia,
'15“!'-‘ i investment reserves in equity instruments ot 1852,675 10330274 The Parent Company is owned by 12.37% to major shareholders, while §7.63% is owned by other
PP shareholders as at 31 December 2021 (31 December 2020: 15.72% by major shareholders and
o UM Ehll'l:'l'lﬂ
The accompanying notes | 1o 33 of these financial statements. b oo

These financial statements were approved by the Board of Directors on 22 March 2022, corresponding
o 19 T L443H and are signed on behalf by:

Financial

R

Al-Angari
LAuthorized) BOD Member
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TABUK CEMENT COMPANY
{Saucli Joint Stock Company

NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2021
Expressed in Saudi Arabian Rivals

2. BASIS OF PREPERATION

a) Statement of compliance

The accompanying Financial Statements have been prepared in accordance with Intemational
Financial Reporting Standards (IFRS) as endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements that are issued by Saudi Organization for Cemified Public
Accoumtants (“SOCPAT) (hereafter refermed 1o o "IFRS a5 endorsed in KSA™)

b) Basis of measurement

The sccompanying financial statements are prepared on the historical cost basis, except for the
defined benefit obligation is mensured a1 the present value of future obligations using the
projected unit credit method and investments that are measured at fair value in the statement of
other comprehensive income and using the accrual basis of accounting and the going concem
concepl.

Certain comparative amounts have been reclassified to conform to current period presentation.

FUNCTIONAL AND PRESENTATION CURRENCY

These financial statements have been presented in Sausdi Ambian Rivals (SR) which is also the
Company's presentation and functional currency. All amounts have been rounded off to the neanest
Riyal.

The preparation of the financial statements requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and reported amounts of assets,
liabilities, income and expenses and actual results may differ from these estimates.

Estimates and assumptions are based on previous experience and factors that may inchede expecting
suitable future events which are used to extend book period of dependent assets and liabilities from
other resources and estimates and assemptions are continuously being evaluated. Revised sccounting
estimanes are reviewed in the perbod in which the estimates are revised in the audit period and future
perinds, if the changed estimates affect current and future periods.

Significant judgments made by the managemert upon the adopting the Compamy’s accounting
podicles correspond to the disclosed policies in last vear™s financial statements.

Information about significant estimates and uncertainties and significant judgments in applying
accounting policies that have the most significant effect on the amount recognized in the financial
statemients are dewcribed in the following notes:

Measyrcment of emplovee benelits ofligation

The Company s obligation in respect of defined benefit plan is calculated by estimating the smount
of future benefits that employees have camed in current and prior periods and discounting that
amount 1o arrive al present value, The calculation is performed annually by a qualified actuary using
the projected unit credit method. Judgments are wsed in estimating the sctuarial assumptions. Key
mssumplions are disclosed in Note (17).

TABUK CEMENT COMPANY
{Saudi Joint Stock Company)

MOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2021
Expressed in Saudi Arabion Rivals

Management estimaies the impairment to reduce the inmventory 1o iis net realizable valoe if the cost
of the inventory is mod recoverable or the invenory s damaged or become an obsolete in whole or
in part, or if the selling price is lower than cost or any other factors that cause the net realizable value
to become less than the carrying amount. Management valuation of net realizable value is based on
the most reliable evidence at the time the estimates are used.

These estimates take imo account fluctuations in prices or costs directly antributable 10 events
occurring after the date of the financial statements to the extent that they confirm that the
circumstances of such events exist as at end of the financial period.

Loing Concern

Al the beginning of the financial year 2020, the Corona pandemic (Covid - 19) swept the world,
causing disturhances in the economic and commercial sectors in general, and the Company’s
management has proactively assessed its impacts on its operations and has taken a series of
preventive measures to ensure the health and safety of its employees and workers. Despite these
challenges, the Company's business and operations ane currertly still largely unaffectad. The primary
demand from customers for the Company’s products has ot been affected to a lange extent, although
there is a decrease in demand in certain periods during the year, Based on these factors, (he
Company’s management believes that the Covid-19 pandemic did not have a material impact on the
financial results that were reported for the period ending 31 December 2021, The Company
continues 10 closely monitor the development of the pandemic even though the management al this
lime is not aware of any expected factors that may change the impact of the pandemic on the
Company's operations during or afier 2022, The Company’s management has made an assessment
of its ability 1o continue as a going concern and is satisfied that the Company has the resources 1o
cantinee in business for the foreseeable future, Furthermore, the management is not aware of any
material uncertainties that may cast significant doubt upon the Company s ability to continue as a
golng concern. Therefore, the Company continees to prepane the financial statenvents on the going
concem basis. The Company’s management is currently monitering the situation and the extent of
iz impact on the Company’s operations, cash (lows amd fnancial position. The moanagement
believes, based on its assessment, that the Company has sufficient liquidity available to continue
ful filling its financial obligations in the foreseeable fiture as and when they fall due.

Accounting policies applied by the Company are set ouf in nede {3,

Impairment of trade reeeivahles
The Company follows an expected credit boss (“ECLT) model for the impaimment of trade

receivables, this requires the Company fo feke into considerstion certain estimases for forward
looking Eactors while calculating the probability of defauli.
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TABUK CEMENT COMPANY
(Saudi Joint Si0ck Company)

NOTES T THE FINANCIAL STATEMENTS
For the vear ended 31 Decembser 2021
Expressed in Saudi Arabian Rivals

4. BIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS
(continued)

Impairment of non-financial assets

Al each reporting date, the Company reviews the carrying amounts of its non-financial assets (other
than inventories) to determine whether there is any indication of impairment. If any such indication
exists, the assel’s recoverable amoum is estimaned.

For impairment testing, assets are groaped together ivo the smallest group of assets thal generes
cash inflows from continuing use that are langely independent of the cash inflows of other assets or
ather CGLls,

The recoverable amount of an asset or G is the greater of its value in use and its fair value less
coats 1o sell. Value in use is based on the estimated fisture cash flows, discounted o their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific fo the asset or CGL

An impairment loss is recognized il the carrying amount of 2n asset or CGL exceeds its recoverable
nmdaHint,

The impairment losses are recognised in the statement of profit or loss and other comprehensive
income. They are collected first to reduce the carrying amount of any goodwill allocated 1o the CGL,
and then to reduce the carrying amounts of the other assets in the CGL ona pro rata basis.

Imipairment loss is reversed only to the extent that the asset’s carrying amount does not excesd the
carmying amount thal would have been caleulated, net of depreciation or amorbisation, iF nd
impadrment loss had been recognised.

Useful lives of properiy, plant and cquipment

The Management defermines the estimated wseful lives of property, plant and equipment fos
calculating depreciation. This estimate is determined afier considering expected usage physical wear
and tear. Management reviews the residual valoe and useful lives anmually and change in
amorlisation changes (if amy) are adjusted in curment amd future periods,

The depreciation rates of plant and equipment have been adjustad as of 1 Jamsry 2021, whee the
change in the depreciation method has been accounded for as a variable in an acoounting estimate
and the remaining book value of plant and equipment will be depreciated according to the new
depreciation rates. The impact of this amendmend amounted to SR 12.2 million as an impairment of
depreciation during the year ended 31 December 2021 Compared 1o previous depreciation rates and
the imipact of this on the next five years & follows:

Estimaved
plrErd i3 2024 225 Pl
Decreass in depreciation
expense 12,200,508 12209518 12. 00318 1220.51% 12008318

TABUK CEMENT COMPANY
{Sandi Jeint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For ihe year ended 31 December 2021
Expressed in Saudi Arabian Rivals

5. SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies have been consistently applied by the Compary when preparing
the financial statements to all periods presented in these financial staements.

Foreign currencies

Transactions in forelgn currencies
Tramsactions in foreign cusrencies ane tramskated imo the respective funciional currencies at the
exchamge rates at the dates of the transactions.

Monctary assets and lisbilities denominated in foreign currencies are translated indo the functional
carmency ot the exchange raie @ the reporting date. Non-monetary assets and liabilities that ane
mensured at fair valee in a foreign currency are iranskated into the functional currency aof the
exchange rate when the fair valee was determined. Non-monetary items that are measured based on
historical cost in a foreign currency are translated at the exchange rate at the date of the transaction,

Foreign currency differences are generally recognised in the statement of profit or loss and other
comprehensive income.

Bevenwes (rom contracts with cusfomers

The Company recognizes revenue from contracts with cusiomers based on a five-step masdel as set
oul in IFRS 15- revenue from contracts with customers.

Step 1 - [dentify the comtract(s) with a castomer: A contract is defined as an agreement between
W of more parties that creates enforceable rights and obligations and sets out the criteria for every
contract thal must be med.

Step 2 - Identify the performance obligations in the contract: A performance obligation is a
promise in a comact with a customer 1o fransfer a good or serviee o the customer.

Step 3 - Determine the transacthon price: The iransaction price is the amount of consideration Lo
which the Group expects to be entitled in exchange for transferring promised goods or services o a
customer, excluding amounts collected on behall of third parties.

Skep 4 - Allocate the transaction price to the performance obligations in the contract: For a
coniract that has mone than onme performance obligation, the Company will allecate the transsction
price o ench performance obligation in &n amount that depicts the amount of considerntion o which
the Company expects to be emtitled in exchange for satisfying each performance obligation.

Step 5 - Recognize revenue when (or as) the entity satislies a performance obligation.

If the consideration promised in & contract includes a variable amount, the Company shall estimate
the amount of considerntion 1o which the Company will be emtiided in exchange for transferring the
promised goods or services o a cuslomer,

An amount of consideration can vary because of discounts, rebanes, refunds, credits, price
concessions, incentives, performance bonuses, penalties or other similar items. The promised
consideration can alsoe vary if the Company s entitlement to the consideration is contingen on thee
ooCumence or non=oocurrence of a future evenl
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NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2021
Expressed in Saudi Arabian Rivals

The Company s¢lls packed and non-packed clinker and cement, where selling process is either
through selling invoices andlor specific contracts with custoamers.

Sales of goods

For contracts with customers which the only obligation is going to be selling cement, revenues shall
be recognized at the time in which comtrol over asset is transferred to the costumer at a specific poing
i time, which is usually at the delivery dage.

The Company recognizes revenue af the point in time at which the customer oblains control ol a
promised asset and the entity satisfies the performance obligations. The Company considers the
below mentionsd indicators 10 gssess the transler of control of the promised asset:

= the Company has a present right to payment for the asset

= e customer has legal tithe 10 the asset

- the Company has transferred phivsical possession of the asset

- the customer has thee significant risks and rewards of ownership of the xsset
= Thi customer has acceped the me

Employee benelits

Defined emploves benefit plans

The Company is requined by law to pay end of service benefits (defined benefit plan) in accordance
with the Saudi Labor Law. The benefit of the end of service benefi equals hall the salary of the last
month of each of the first five years of service, including the fractions of the year, in addition to the
salary of the last month in full fior each year of the remaining / subsequent service, including fractions
of the vear. The end of service benefit plan is unfunded.

it L x LN 115V 5, I BEA ST o IR Sl A

In compliance with the requirements of LAS 19 “Employee Benefits”, the end of service indemnity
is determined by actuarial valsation using the projected unit credit actuarial cost method at the end
of each financial vear, The gain or loss arising from actuarial revalustion is recognized in the
satemen of comprehensive income for the period in which the revaluation occurred. Re-
measurement recognized in comprehensive income is immediately reffected in retained carnings and
is ot included in profit or boss. The cost of the previous service (past cost) is calculated in profit or
loss during the plan adjustment period. Inerest is calculated by applying the discount rate al the
beginning of the period 10 the specified employee benefit asset or liahility.

The cost of the current service of the defined benefit plan is recognized in the statement of profit or
loss and other comprehensive income under employee benefit expense to reflect the increase in the
liability resulting from staff’ services for the current vear ond the cases of change, reduction or
adjustment of benefits. Service costs for the previous years are directly are recognized in profit or
loss and other comprehensive income.

Actuarial gains and losses arising from adjustments and changes in actuarial assumptions are changed
in equity in the ststement of other comprehensive income in the period in which they anse.

TABUK CEMENT COMPANY
{Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2021
Expressed in Saud] Arablan Rivals

5. SIGNFICANT ACCOUNTING FOLICIES {continued)

Employee benelits {continued)

Drefined benefit costs are classified as follows:

- cost of service (including current service costs, past service cost, as well as gains and losses
resulting from the scaling up and reimbursement of stafl benefits);

= Imterest cost, and

= Remeasurement.

Short-term emploves benefits

Liahilities are recognized and measured for benefits in respect of wages, salaries, annual leave and
sick leave in the period in which they are rendered in the undiscounted amounts of the benefits
expected 10 be pald for these services,

Retirement benefit costs

The Company contributes 1o the retirement benefits of emplovees’ plans in accordance with the
regulations of the General Organization for Social Insurance and is calculated as a percentage of the
employees’ remuneration. Payments are treated to government-managed pension benefin plans as
payments 1o specific contribution plans as the Company’s liabilittes against these plans are
equivalent to those that arise in a defined contribution retirement plan. Payments to retirement
benefit plans are charged as an expense when due.

Finance income and finance costs

Finance income and finance costs comprise of Islamic Murabaha of invesied money which are
recognized in profit or loss, Interest income from [<lamic Murabaha is recognized as it accmues under
profit or loss, using the effective Interest method.

Fimasce costs comprise inenest expense on borrowings, Bosrowing costs that are nol dinsctly
attributable 1o the acquisition, construction or production of a qualifying asset are recognized in
statement of profit or loss using the effective interest method, The financing charges resulting from
leasing operations are classified within the operating activitics in the stement of cash flows,

dealont

Zakat charge is sccounted for in accordance with the regulations of the Zakat, Tax and Customs
Authosity (“ZATCA™} in the Kingdom of Saudi Arabia,

Zakst is provided for the period ratably and charged separately in the statement of profit or loss.
Zakat lisbilities, if any, related 10 prior vears' assesaments are accounted for in the period in which
the final assessments ane finalized.

The Company withholds taxes on transactions with non-resident panties and on dividends paid to
fioreign sharcholders in sccordance with ZATCA regulations.
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NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2021
Expressed in Saudi Arabian Rivals

5. BIGNFICANT ACCOUNTING POLICIES (continucd)

Inventorics

Inventories are measured a1 the lower of cost or net realizable vahee. Ievenorbes cost is calculated
using the weighted average method, which includes expenditure incurred in bringing inventories to
their existing kcation and condition and in case of manufactured inventories and work in progress,
inventories are charges with an appropriate shase of production overheads basad on nonmal operation
capacity of the company. Net realizable value is the estimated selling price in the Company”s
ordinary course of busineis, less the estimated costs of completion and salling.

Property, plant and equipment

Recognition and Measurement

Property, plant and equipmend are stated at cost less accumulated deprecistion and impaiment boss,
ifany.

Cost includes expenditure that is directly attributable to the acquisition of the assel. For internally
established assets, cost of osset includes materials and direct kabor costs amd other direct costs
required to operste these assets in the location and purpase which they are acquired for.

If 2 significant parts of an fem of property, plant and equipment have different useful lives, they are
accounted For s separate flems (major components) of property, plant and equipment.

Ciins and losses from disposal of an item of propeny wols and egquipment are determined based on
the deference berween nel proceeds from selling and book value of dispesed items of property, plant
and equipment and they are carrled on in the statement of profit or bess and other comprehiensive
income at the same period st which the disposal iakes ploce,

Subsequent costs

The cost of replacing par of the item of property, plant and equipment is recognized in the carrying
amount of the item if the future economic benefits of the Company in that segment are probable and
the cost can be measured reliobly. Book value of the replaced iem is disposed. The costs of the day-
to-day servicing of properiy, plant and equipment ase recognized in statement of profil or loss and
other comprehensive income as incurped.

Major inspections and overhauls are identified and accounted for as a separate component if tha
component is used over morne than one period, The carmving amount of such component is determined
with reference to the curment market price of such overhauls,

Depreclation
Depreciation is an organized distribution of depreciable value of property. plant and equipment items
{asset’s cost less nsset’s residual value) along the asset's useful life.

Depreciation cost is charged 10 statement of profit or loss on a straight-line basis over the estimated
usefial lives of the individual items of property, plant and equipment. Leased msets ane depreciated
on the lower of lease period or the wseful life Unless there is a neasonable certainty that the asset’s
ownership will be transferred 1o the Company by the end of the lease 1erm. Freehold lands are not
depreciated.

TABUK CEMENT COMPANY
i{Saudi Joim Swock Company)

NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2021
Expressed in Saudi Arabian Rivals

5. SIGNFICANT ACCOUNTING POLICIES (continwed)

Property. plant and equipment (continuedh
Depreciation (continued)

When the wseful lives of items of propenty and equipment differ, they are accounted for as separsie
items,

The estimaied wseful lives of the items of properties, plant and equipment for the current year and
the comparative periods are as fiollow:

lem XYears
Buildings and constructions ST
Plant and equipment 138
Furniture and office equipment 5-M0
Vehiches and heavy equipment 4.8

The Company reviews depreciation methods, useful lives and residual value of property, plant and
equipment at the end of cach financial year and in case there are any differences, they are considerad
as change in accounting estimates {in the change year and the subsequent vears)

Erojects in progress

The cost of under construction projects are sccounted on actual cost basis and presented under
property, plant and equipment item till these projects are rendy 10 wse, then they are transferred under
property, plant and equipment and its depreciation stans to be accounted in accordance with expected
useful lives.

Intangible nvsets

Intangibles acquired separately are measared on initial recognition at cost. Cost of intangible assets
acquired based on business combinations represents the fair value at the acquisition date. Following
initial recognition. imangibles are camied at cost less any accumulated amonization and any
pccumulaied impairment bosses, il any, Intangible assets intemally developed (except for copitalized
development costs) are not capitalized and incleded as expenses in the statement of profit or loss ot
the date of their maturity.

Cains or losses arising from derecognition of an intangible asset are measured as m::lifﬁerm!:
between the net disposal proceeds and the carrying amount of the asset and are recognised in the
statement of profit or loss when the asset is derecognised.

The estimated useful lives of intangible asse are as follows:

Useful lives
Assel (ears)
Softwane licenses 3
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NOTES TO THE FINANCIAL STATEMENTS
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5. SIGNFICANT ACCOUNTING POLICIES icontinued)

Invesiment propertics

Investment propertics are non-current assets held either to eam remtal income or for capital
appreciation or for both, as well as those held for undetermined future as investment propertics.
Imvestment properties are measured al cost less accumulated depreciation and accurnulated
impairment bosses, if any. Investment properties ane depreciated on a araight line basis over the
estimated useful life of the respective assets. No depreciation is charged on land and capital work-
in-progress.

Investment properties are derecognized either when they have been disposed off or when they are
permanently withdrawn from use and no futune economic benefit 1s expected from their disposal.
The difference between the net disposal proceeds and the camrying amount of the asset is recognized
in the statement of prodit or loss and other comprehensive income in the period of derecognition.

Expenses Incurred for replacing component of investment properties items. which are accounted for
separaiely are capitalized, and carrying valse of replaced component is written off, Subsequent
expenditure is capitalized only when it increases the future economic benefits embodied in the item
of the related investment properties, All other expenses are recognized in the stsement of profit or
log and sther comprebensive income when incurmed.

The usefll lives and depreciation method are reviewed periodically 1o ensure that the method and
period of depreciation are consistent with the expecied pattern of economic benefits from these
assels.

The Company determines al each reporting date whether there is any objective evidence that the
investment properties are impaired. Whenever the carmying amount of an investment property
exceeds their recoverable amouni, an impairment loss is recognised in the statement of profit or loss
and other comprehensive income. The recoverable amount is the higher of investment property’s fair
value less cost wo el and the valoe in use.

Reversal of impairment losses recognised in the prior years is recorded when there is an indication
that the impairment losses recognised for the investment propery no longer exist or have reduced.

Fair value measurement

The Company discloses the fair value of the non-financial assets such as investment propertics as
part of its financial stastements. Fair value is the price that would be received 10 sell an asset or paid
1o transfer a liability in an orderly transaction between market panicipams at the measurement date.
The fair value measurement is based on the presumption thar the tramsaction to sell the asset or
transfer the liability takes place either:

# Inthe principal marke! for the asset or liability, or
» Inthe absence of a principal market, in the most advamageous market for the asset or liability.

The principal or the most advanageous market must be acoessible by the company,
The fair value of an asset or a linbility is measured using the assumptions that market participants

would use when pricing the asset ar Hability, assuming that market panticipants act in their economic
best interest,

TABUK CEMENT COMPANY
{(Sadi Joind Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2021
Expressed in Saudi Arabian Rivals

5. SIGNFICANT ACCOUNTING POLICIES {continued)

Fair vilue measurement (continued)

A fuir value measurement of a non-financial asset takes into account a market participant’s ability
10 generate economic benefits by using the asset in its highest and best use or by selling it 1o another
markeq panticipant that would use the asset in its highest and best use.

The Company uses valuation technigues that are appropriate in the circumstances and for which
sufficient data are available 1o messure fair value, maximizing the wuse of relevant observable inputs
and minimizing the use of wnobservable inputs.

When measuaring the fair value of an asset or liability, the Compary uses observable market data as
far as possible, Fair values are categorized into bevels in a fair value hierarchy based on the inputs
used in the valuation echniques as follows:

s Level 1 Quoted prices (unadjusted) in active markets for identical assets or liabilities that can
be accessed at the measurerment date.

s Lgvel 2: Inputs other than quoted prices included level | tha are observable for the asset or
liahility. cither directly (i.e. az prices) or indirectly (1.2 derived from prices).

s Level 3 Inputs for assets and linbilities that are not based on observable market daia
(umobscrvable inputs),

I the inputs used to measure the fair value of an asset or liability falls into different levels of the fair
value hierarchy, then the fair value measurement is categorized in its entirety in the same level of
ihe fair value hievarchy as the lowest input level that is significant 1o the entire measurement.

The Company recognises transfers between levels of the fair value hierarchy ot the end of the
reponting period during which the change has occurred. As at 31 December 2021 and 31 December
2020, there are no ransfers between levels.

The carrying values and fair values of financial assets and Habilithes including their fair value
hierarchy are disclosed. It doesn™t include information about fair value of financial assets and
financial liabilities nol measured at fair value if book value reasonably equals fair value in note (32).

Leascs
a) Definition of a lease

The Company assesses whether a contract is or contains a lease. Under IFRS 16, an armngement
i%, or comaing, 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.

Al inception or on reassessment of a contract that contains & lease component, the company
allocates the consideration in the contract to each lease and non-letse compomnent on the basis of
their relative stand-alone prices.
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5. SIGNFICANT ACCOUNTING POLICIES (continged)

Leases (continied}
b) Asa besses

We have measured the lease liability at the present value of the remaining lease payments,
discounted using the incremental borrowing rate of the Company as at the date of lease. The
right-of-use asset is measured at an amount equal to the lexse liability, adjusted by the amount
of any prepaid or accrued rents. The Company has applied this approach to all leases.

The company wsed the allowed exemption ned to recognize rght-of-use assets and liabilities for
lezses with less than 12 months of the |ease term.

Lease liabilities are re-measured when there is a change in future lease payrments.

Financial instruments

Mon-derivative financial instruments

The Company has applied the following classification and measurement requirements for financial
i rumEnis.

Regognition of inancial instruments

Financial asset and Nability is recognized when the Company represents a part of contractual
obligations of the instrument, which is usually at the date of trade, The Company derecognizes
financial asset when contractual cash flows of these assets are expired. or when the Company
transfers financial asset’s contractual cash flows in a transaction in which all risks and rewards of
ownership of assets are substantially wansferred, Any interests resulted from transferred financial
assets that the Company has established or held as separate assets or liabilities are recognized.

Derecognition

O derecognition of a financial asset, the difference between the carrying amount of the asset and
the sum of (1) the consideration received (including any new asset obtained less any new lHabality
assumned) and (1) any cumulative gain or loss that kad been recognized in OCH is recognized in the
profit or loss. However, in respect of equity securities designated as ot FYOCL any cumulative gain
/ boss recognized in OCT is not recognized in the profit or loss on derecognition.

A financial Hability is derecognized from the statement of financial position when the Company has
discharged its obligation or the contract is cancelled or expires.

The Company classifics its financial assets into the following measurement categorics:

13 Assels to be measured at amortized cost; or
2}  Fair valse through profit or loss (FYTPLY or
3 FVIOCI - investment in equity instruments

The classification depends on the Company’s business madel for managing financial assets and the
contractual terms of the financial assets cash flows,
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5 SIGNFICANT ACCOUNTING POLICIES (continued)

Financial instruments {continued)
Non-derivative financial instruments {continued)

Financial assets ane not reclassified subsequently 1o initial recognition unless the Company changed
husiness model for managing the financial assets. In such case, all affected financial assets ane
reclassified at the first day of the first financial period subsequent 1o business model change.

Financial assets are measured at amortized cost if it meets both of the following conditions and are
i recognized as financial assets at fair value through profit or loss:

- Kept in business model which aims to keep assets 1o gain contractual cash flows.
- The contractual conditions lead to eer into certain dates for cash flows which represent the
principal and the interests of the basic pending amount,

Financinl assets are measured through other comprehensive income (investment in debt instruments)
if the following two conditions are mes:

. The asset is held within a business model whose objective is achieved through both collecting
contractual cash flows and selling financial assets, and

. The contractual terms of the financial asset arise on specified dates 1o cash flows that are menely
payments of principal and interest on the amount of the asset outstanding.

Upon the initial measurement of equity instruments, which the Company does not hold for trading
purpose, the Company can elect to present any subsequent changes in falr value for these imvestments
in the statement of other comprebensive income. This election is made on an investment by
investment basis.

Any other financial assets nd classified or measured a1 amortized cost or fair value through other
comprehensive income as sbove mentioned, are measured at fair value through profit or loss,
including derivative linancial assets.

Firanciol aisers- sishseguen measwrentent - profies oF fosses:

Financial assets at These assets are subsequently measured al amortized cost wsing the
amortised cost effective interest methosd. The amortized cost is reduced by impairment
losses (see below). Interest income, foreign exchange gains and losses and
impainment are recognized in profit o loss. Any gain or loss is recognized
in profit or loss.
These assets are subsequently measured at fale value. Dividends are
recognized as revenues in the statement of profit of loss. unless these

FYOC] (Equity dividends represent recoverable amouns for part of the investment cost.
instruments) Any other profits or losses are recognized in the statement of other
comprehensive income and shall not be reclassified 1o the statement of
profit or loss.
it These assets are subsequenthy mesxsured at fair valse. Met profits or losses,
II;'.'!."MTII:"L“] B ok including any benefits or dividends are recognized in the statement ol
profits or loss.
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WITACTLLY Pl PeCice CH X G,

i i LIEd :
When an entity changes its business model for managing financial assets it shall reclassify all
affected financial assels in accordance with the above-mentioned classification requinsments.

Offsctting finuncial instruments

Financial assss and financial Habilities are offset and the net amount is reporiced in the statement of
financial position if there is a currently enforceable legal right 1o offset the recognised amounts and
there is an imemtion for the Company 1o sctile on a net basis or 1o realise the asseis and seftle the
liahilitses simultancously.

The Company uses derivative financial instraments (“derivatives™) (“inferest rate swaps™) to hedge
against risks related to inferest rates and are recognized as cash flows hedges. Initinlly, these
derivatives are initially recognized at fair value at the date of signing the contract of the derivative
instrument, and then remeasured at fair valse. Derivatives are carried at books as assets when the
fair value is positive and as liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value of derivatives not eligible for hedge accounting
are direcily recognized in the statement of profit or boss,

Al the beginning of hedging process. the Company determines and documents the process that the
Company wants 10 apply the hedging accounting on, as well as the objectives of risk management
and hedging strategy. Documents include the hedging instrument definition and the ftem or process
hedged for, it also inclsde the risks’ nature and how would the entity evaluate effectiveness of hedge
instrument against exposure 1o changes in the item’s cash flows and risks return, These hedges are
expected 1o be highly effective in decreasing changes in cash flows and are continually evaluated 1o
determine its effectiveness during persods of preparing financial siatements.

Current portion of profit or loss arising from cash flows hedges, which matches hedging accounting
requirements are directly recognized in equity, while any non-current portion are directly recognized
in and the statement of profit or loss and other comprehensive income.

Amounts presented in equity are transfermed o statement of profit or loss when transaction stans to
impact profit or loss, i.¢., when hedging for an expense or revenue or when an expected selling takes
place. If the bedged item represents the cost of non-financial assets or non-financial labilitics, then
amounts registered in equity are transferred 1o original book value of non-financial assets or non-
financial Habilithes.

If hedpe instrument has expired, disposed, terminated. used withowm being replaced or renewed (as
a part of the hedge strategy), or in the case of hedge derecognition or if hedge instrument doesn’t
meet the hedge accounting requirements any more, then accumulated profit or loss previously
recognized in equity remains under a separaie account in equity til the expected transaction takes
place or the fixed obligation from the forcign currencies is met. 1f expected transsction and fxed
obligation are not expecied 1o take place, then all amounts previously recognized in equity are
transferred o ststement of profit or loss and other comprehensive income,

TABUK CEMENT COMPANY
(Sandi Joint Stock Conparty)
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+  BIGNFICANT ACCOUNTING POLICIES {continued)

Luoans and receivables

These asscts are non-derivative financial assets with fixed or determinable paymenis that are not
quoted in an active market. They arise principally through the provision of goods and services 1o
customers (e.g. trade receivables), but also incorporate other types of contraciual monetary asset,
They are initially recognized of fair value plus transaction cests that are directly attribatabile to their
acquisition or issue, and are subsequently carried a1 amonized cost using the elfective interest e
mvethod, less provision for impairment.

For trade receivables, which are reporied net; such provisions are recorded in a separate allowance
sccount with the bess being recognized within the statement of profit or boss and other comprehensive
income. On confirmation that the mde receivable will not be collectable, the gross canrying value
of the asset is written ofF against the associated provision,

Cash and cash equivalents

Cash amd cash equivalents includes cash in kand. deposits held a1 call with banks, other short berm
highly liquid investments with maturities of three months or less from the date of the original
investment, which are available to the Compary without any restrictions, and the statement of cash
flows statement are prepanad according to the indirect method.

Trade pavables and accrvals

Trade payables and other payables are recopnized at fair value and are subsequently carmied al
armorized cost using the effective interesi method, The Company derecognizes a financial Habiliny
(or part of a financial lability) from its statement of financial position when, and only when, it is
extinguished; that is, when the liability specified in the contract is dischanged or canceled or expires.

Share capital

Instruments isswed by the Company are classified as equity {sharehalders” equity) only to the extent
that the definition of the asset or liability does not apply. The Company's ondinary shares ane
classificd ms equity instrements {Sharcholders’ equity),

Impairment

Impairment of financial assets
IFRS % requires an entity 1o follow an expected credit loss mode] for the impairment of financial
assets.

Expected credit loss should be measuned for financial assets measured a1 amortized cost or fair value
through other comprebensive income, except for equity Instrusments investmants.

Under IFRS 9, loss allowances are measured on either of the following bases:

# 1Z-month ECL. These are ECLs that result from possible default events within the 12 months
after the reporting date;

#  Lifetime expected credin loss, These are ECLs that result from all possible defaul evems over
the expected life of o financial instrument,
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3 BIGNFICANT ACCOUNTING POLICIES (continued)

lmpairment (continwed)

Lifetime ECL messurement applies if the credit risk of a credit asset at the reporting date has
imcreased significanty since initial recognition and 12-month ECL measurement applies i it has not.
The Company can assume that credin risks on a finencial instrument didn’t significantly increase
since the inilial recognition; if the financial instrument is previously determined as low credit risk
instrument at the date of report. However, lifetime expected credit loss measurement is always
applied on trade receivables and assets of the contracts without the presence of a significant finance
item, in which the Company can adopt this policy 1o trade receivables with a non-significant finance
item.

The Company ebected to evaluate irade receivables impairmen using 12-month expecied credil loss
model.

The carrying amount of financial asset is reduced through the use of an allowance account and the
amount of the loss is recognized in the profit or loss, Interest income continues to be accrued on the
reduced carrying amount wsing the rate of imterest used to discount the future cash flows for the
purpose of measuring the impairment loss,

Loans, together with the associated allowance, are written ofT when there is no realistic prospect of
future recovery and all collateral has been realized or has been transferred 1o the Company. If; ina
subsequent year, the amourt of the estimated impainment boss increases or decrenses because of an
event occurring after the impairment was recognized, previcusly recognized impaimment loss is
imcreased or reduced by adjusting the allowance account, IT a write - off i later recovered, it is
recognized in profit or loss in the period of recovery,

Impairreen of non-financial assets

The carrying amounts of the Company s non-financial asscis, ane reviewed s each reporting daie io
determine whether there is indication of impairment. I any such indication exists the asset's
recoverable amount is estimated,

Impairment exists when the canrrying value of an ass# or cash genemting unit excesds its recoverable
amount, which s ihe higher of its fair valee less costs of disposal and its walue in we. The
recoverable amount is determined for an individual asset, unbess the asset does not generate cash
inflows thai are largely independent of those from other assets or groups of assets. When the carrying
amount of an asset or CGU exceds its recoverable amount, the asset is considered impaired and is
written down 1o the recoverable amound. In determining fair value less costs of disposal, recent
market fransactions are taken into account. 1T no such transactions can be identified, an appropriate
visluation model is used, The valee in use is based on a discountad cash fow (DCF) model, whereby
the future expected cash flows discounted using a poe-tax discount rte that reflects current market
mssessments of the time value of money and risks specific to the assel.

Impairment bosses are recognized in the statement of profil or leds and other comprehensive income.
Impairment losses recognized in respect of CGLs are allocated first to reduce the carrying amount
of any goodwill allocated 1o ihe wnits, if any, and then to reduce the carrying amaounts of the other
assels in the unit (group of units) on a pro rmia basis,
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5. SIGNFICANT ACCOUNTING POLICIES (sontinued)

Impairment {continued)

An assessment is conducted at each reporting date 1o determine whether there is an evidence of
impairment loss previously recorded or curtailed. IF such indication exists, the Company estimases
the asset’s or CGLMs recoverable amount.

A previowsly recognized impairment loss is reversed only if there has been a change in the
assumptions used 10 determine the assels recoverable amount since the last Impalmient loss was
recognized. The reversal is limited so that the carrying amount of the asset does mot exceed its
recoverabe amount, nor exceeds the carrying amount that would have been determined. net of
depreciation, had no impairment loss been recognized for the asset in prior vears. Such reversal is
recognised in the siatement of profit or loss and other comprehensive income,

Non-financial assets other than goodwill, if any, that suffered an impairment are reviewed for
possible reversal of the impairment 01 the end of cach reporting period,

Erovistons

A provision is recognized if the Company has a present (legal or contractual) obligations at the
reporting date arising from previous events and the payment of the obligation may result in outflow
of economic benefits and can be reliably measured. Provisions are determined by discounting the
expected future cash Mows al @ ke that reflects current market assessments of the time value of
moncy and the risks specific 1o this liability,

Expenses

Selling and marketing expenses arising from the Company'’s efforts underlying the marketing.
selling and distribution functions. All other expenses, excluding cost of sales and financial charges.
are classified as administrative expenses. Allocation of common expenses between cost of sales,
selling and distribution and general and administrative expenses, where required, is made on a
reasonable hasis with regards to the nature and circumstances of the common expenses,

Current/ non-current slassilication

The Company classifies assets and liabilities in the statement of financial position based on
current/non-current classification. Asset is classified as current when it is:

Expected to be realised or imtended 1o be sold or cansumed in noamal operating cyele;
Held primorily for the purpose of trading:
It is duse o be settled within twelve months afier the reparting period; or

cash or cash equivalenl, unless restricted from being exchanged or used 1o settle a liability for
ot least tovelve months after the reponting period

All other asseis are classified as non-current.
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5. SIGNFICANT ACCOUNTING POLICIES {continued)
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Current ! non-curvent classification {continped)
A liability s ¢lassified as current when:

It is expected to be seitled in the normal operating cycle;
Held primarily for the purpose of trading:
it is due 1o be setbed within twelve months after the reporting period; or

there is no unconditional right to defer the settlement of the liability for at least twelve months
after the date of financial position,

- ® & %

The Company classifies all other linbilities as non-current.

Segment information

An operating segment is a company of assets and processes that jointly engage in the rendering of
products of services subject 1o risks and rewards that differ from those of other business segments
and which are measunad in accordance with the reports used by the executive managemient.

A geographical segment i5 associated with the provision of products or services in o specific
economic environment that is subject o risks and rewards that differ from those of segments of
business in economic envinonmen.

Dividends

Davidends are recorded as liability in the pericd in which they are approved by the Board of
Directors, Final dividends are recorded in the pericd in which they were approved by the general
assembly of shareholders,

Contingent labilitics and contingent assels

Contingent liabilities

All possible obligations arising from past events whose existence will be confirmed only by the
COCLITEncs of non-eocurrence of one of mone unceralin future events ol wholly with the control of
the Company; or all present obligations arising from past evends but not recognized because: (i) it is
ned probable that an outflow of rescunces embodying economic benefits will be requiresd 1o setile the
obligation, or (i) the amount of the obligation cannot be measured with sufficient relinbility; all
should be assessed at cach statement of financial position date and disclosed in the Company™s
financial stasements under contingent linkilities,

Contingent assels

All possible assets ansing from past events and whose existence will be conflrmed only by the
OECUFTEnce OF Rof-pocurrence of one of mone uncenain futere events not wholly within the control
of the Company should be assessed 1 each balance sheet date and are disclosed in the financial
Statements ander contingent assets,

5. BIGNFICANT ACCOUNTING POLICIES (continued)

Statulory reserve

Company”s By-Laws requires transferring 108 of annual net income 1o a stalulory reserve, The
ordinary General Assembly can decide 10 stop transferring to the above mentioned reserve tll it
reaches 30% of paid share caphal.

According to the Company®s articles of associstion, the general assembly may decide to form
anciher reserve 1o the extent that it ks in the imterest of the Company,

The accounting policies adopted by the Company in preparing the financial sistements are consistent
with those followed in preparing the annual financial sistements of the Company for the vear ended
31 December 2020, and there are no new standards that were issued, however, there are a mumber
of amendments to the standards which are effective as of 1 January 2021, which did ot have a
material impact on the financial statements.

| Effective as of

Amendments to Standards
I Jamiary 2021 Amendments 1o IFRS 9, 1AS 39 and IFRS 16 and IFRS 4 - Phase 11
[Interest Rate Correction) 2
I Jume 220 COVID-19 Related Lease Concessions (amendment to IFRS 16)

Standards and amendments issued but not vet effective up o the date of issuance of the Company’s
financial statements are listed below, The Company does not expect a material impact on the
financial statements il the below standands and amendments are applied.

EfTective for
anmual perbeds
Starting from or

after Mew standards or amendments

- COVID-19 Related Lease Concessions after June 30, 2021 {amendment io
I April 2021 IFRS 16)

Omercus contracts - Cost of contact completion (Amendments 1o [AS 3T |

Annual improvements 1o IFRS Standands 20182020

1 January 2022 Property, plant and equipment: Procesds before Intended Use
_{Amendments 1o IAS 16)

Reference to the concepiual framework (amendaient b IFRS 1)

Amendments to TAS | “Presentation of Financial Statements™ on the
| classification of linbilities

-
1 Jamary 2053 TIFRS 17 - Insurance contracts and amendment 1o FRS 17 - Insurance

CHTIRac s

Available for Sale or Contribation of Asseis between an Investor and its Associabe or
optienal adoption [ | Joint Venture
cffective date {Amendments 1o IFRS 10 and 1AS 28)

deferred indefininely
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7.1

FROFERTY, FLANT AND EQUIFMENT (continued)
¢} The depreciation for the year has been allocated as follows:

31 December 31 December

Mote 2021 2020
Cost of sales St e, 2 1 8 68,306,459
General and administrative expenses 24 1,409,166 1,650,464
Selling and distribution expenses 23 124,837 111,221
SE. 194,221 TO 108, 144

Thee buildings are built on a 30-year concessbon Land firom the Minlstry of Petroleum and Mineral
Resounces, expiring on September 4, 2027,

dy  The projects under implementation item represent the export cement warehouse project, the fire
system maintenance project, and others,

€] Om Movember 17, 2021, it was agreed to reduce the amouant paid to the second line supplier

related io the production process, and the impact of the reduction of assets on plani and
equipment was 5B 10U6T million.

INVESTMENT FROFERTIES

The following is the analyvsis of the movement in the investment properties represented in the: lands
ownied by the Company as at 31 December:

M December 31 December

21 2024
Balance at | January TTAGLE4T TO8R1,137
Disposals (5, 185,407) (2,4 16,290)
Balance at 31 December 72,279 440 T7 40,547

The fair value of real estofe investments represented in lands owned by the Company amountad 1o
SR 86,7 million as a1 31 December 2021 (31 December 2020: (SR 98.9 million). It has been
determined based on the evaluation provided by Nojoum Al Salam Group, a certified independent
real estate valuation expent (license number 1210000450). The fair value of the propenies was
determined based on the prevailing market prices for similar properties. These lands are held for a
currently undetermined future use, therefore, they ane classified as Invesiment properties.

The fair value has been determined primarily on the basis of market practice. which reflecis recent
transaction prices for similar properties.

TABUK CEMENT COMPANY
(Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2021
Expressed in Saudi Arabian Rivals

T INVESTMENT PROFERTIES {continwed)

7.2 The company uses the following hierarchy for determining and disclosing the fair values of its
investment properties by valuation technigues:

Lavsl ] Level 2 Level J Toaal
31 December 2021 ~ 86,719,007 - 86,719,007
31 December 2020 ~ 9309922 - 98909922

During the vear ended 31 December 2021, the Company sobd a land owned by it in the district of
governament departments in Tabuk, with o valee of SR 15.2 million, and & book value of SR 5.2
million (mote 25).

At 31 December 2021, the Company owns 16,934,875 shares in the Industrinlization and Energy
Services Company (& closed Saudi joind stock companyl, equivalent to 3.387% of the total share
capital (31 December 2020: 16,934,875 shares).

The nature of this Company's business ks power generation, and the investment was reconded af (air
value according to the market value method, The investmeent ks pledped against the loan granted 1o
the Company (Mote 160

31 December 31 Decembser

2021 2020
Balance ot beginning of the year 281,288,274 270,958,000
Linrealized gains on investment revaluation at fuir value
through other comprehensive income 1,852,675 10,330,274

IH3,140,94% TH1.2B8.274

9. INTANGIBLE ASSETS

The balance of intangible assets represents the Cracle licenses and programs, and their statement is
a5 fiollows:

Cost

Balance at | January 5024484 4,520 940
Addditions during the year 275,304 1,394,544
Balance at 31 December 6,199, THY 5,924 484
Accumulated smortization

Balance at 1 January BEMLED 324,506
Amaortisation during the year 556,205 356,205
Balance at 31 December 1A3T, 0% BR0. 801
Met book value 4,762,692 3,043,683
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10. LEASES
a) The right to use leased cars for the Company is presented in the staiement of financial position
as follows;
2021 2020
Balance at | Janusary 3,566,366 5,256,830
Depreciation during the vear 1,860,712} {1650, 54 )
Balance at 31 December 1, 75,654 3,566,366
b) Lease linbilities were presented in the balance sheet as follows;
M December 31 December
2021 2020
Short-term obligation 1,172 419 181,205
Lang term obligation -- 1,772419
1,772,419 31653714

TABUK CEMENT COMPANY
{Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2021
Expressed in Saudi Arabian Rivals

1. TRADE RECEIVABLES

a) Trade receivables comprise the following:

The financing charges charged to the statement of profit or loss and other comprehensive income

amounted to SR 171,321 during the financial year ended 31 December 2021 (31 December 2020:
SR 169,764),

INVENTORIES
a) Inventorics as at 31 December comprise the Tollowing:

31 December 31 December

Motg 2021 2020
Production under processing 167,146,303 178,238 089
Spare parts 87,805,156 L08R 111
Raw. filling and packaging materials 15,920,685 15,297,073
Finished goods 6 AT A1 6,862 460
Caosindds 10 transit i, R, 5994 2 586 464
293,554,156 2830630407
Less: Allowance for glow moving imvemory
items 1) (604,51 5) =
292,949,241 285,063,057

b} Movement on provision for slow maoving invemtory during the vear as follows:

3 December 31 December
2021 2030
Balance at beginning of the year = =
Provided during the year G4, 915 -
Balance at the end of the year G4 915 -

31 December 31 Decembar
Mols 2021 2020
Trade receivables B,112.621 6,234 814
Expected credit loss allowance 12{b) (135,004) (192,462 )
977,607 6,042,352
b} The movement in allowance for expected credit losses is & follows:
31 December 31 December
2021 2020
Balance st beginning of the vear 192 462 320,783
Reverse of provisions during the year (57, 448) (128,321)
Balance at the end of the vear 135,014 192 462
¢} Additional information related to the Company's exposure to credin and market risk is disclosed
in nabe (300
13. EREPAYMENTS AND OTHER RECEIVABLES
Prepayments and other recelvables comprise of the following:
31 December 31 December
2021 2020
Payments 1o suppliers 4,845,099 4,684,631
Refundahle insurance fee 1395027 1,235,661
Value added tax 1,050,374 GHEA32
Prepaid expenses 1,551,321 174,583
Oither debit balances 1.59K.600 1,508,020
11,240,433 &571,537
14. CASH AND CASH EQUIVALENTS
Cash ard cash equivalents comprise the follawing:
31 December 31 Decembser
Mote 2021 2020
Islamic deposits [4{a) 25,200,000 200, (00, (W0
Cashi at hanks - current accounis 11851 511 0,693,362
48,082,531 40,693,362

14-a Investment in Islamic deposits represemts time deposits, placed with commercial hank and has
o makurity of three momths or bess as at the original investment date, and an which a commission
is generated according to the prevailing short-term deposin rabes.
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16. LOANS (continued)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2021
Expressed in Saudi Arabian Rivals

15. STATUTORY RESERVE

In sccordance with Companies Regulations in Saudi Arabia and the Company’s By-Laws, the
Company is required 1o transfer 10% of its net annual income 1o a statutory reserve. According to

The facilities are stated in the statement of financial position as follows:

the By-Laws, the Company may resolve 1o discontinue such transfers when the reserve totals 10% 31 December 31 December
of the share capital. This reserve is not available for distribution. ==l 2020

16 Current portion under current liabilites 63,470,583 £3470.8583
LOANS Non-current portion under non-cusrent lihbilities 210,212,689 232,000,653
The Company has bank loan with a local bank with a total amount of SR 273.6 million as at 31 IDABI 315471536
December 2021 (31 Decerber 2020: 58 315,5 million). The loan agreement with the bank contains : ;
some covenants, which among other things. that the leverage ratio shall not be more than 1:1 and The financing movement during the year is as follows:
the debt coverage ratio shall not be less than 3:1 based on the annual audited Minancial satements 31 December 31 December
and it also requires maintaining some financial ratios and indicators., 2021 2020
A breach of these covenants in the future may lead to renegotiation, The management monitors the Balance a2 beginning of the year I5A4TLEM 404,626,881
covenants on a monthly basis, and in case of the existence of a breach that is expected 1o accur in Effect of financial liability cash flows adjustmens 5,815,199 (17.730.601)
the future, the management takes the necessary measures 1o ensure compliance. The Company has Payment (47.603.163) (71.404.744)
fulfilled these covenants as of 31 December 2021, 273,683,572 315.471.538

All banking facilities carry agreed upon commissions sccording 1o the commercial mies prevailing
in the mariket,

The Company has pledged investments in equity instruments at fair value through other
comprehensive income (note T,

On 13 March 2020, the Company signed an agreement to reschedule the loan to be subject 1o an
imterest rate of six-months SIBOR and a fixed rate of 1.25% annually instead of 2.5%, and it i
payable on quarterly imstallments of SR 15.9 million and the last installment will be paid on 13
March 2026 instead of February 2024,

As a result of rescheduling the loan and modifying the terms, the Company performed a 10% test of
the loan commitment in accordance with the requirements of IFRS 9 “Financial Instruments™ and

17. EMPLOYEES' DEFINED BENEFIT OBLIGATIONS

a) The valuation was prepared by an independent external actuarial wsing the following key

s ons;

= As ol 31 December 2021, the discount rate was 2.7% for the Company annually (31
December 2020: Discount rate is 2.45% for the Company annually).
= As a1 31 December 2021, the salary increase rate was 1.5% for the Company annually (31

December 2020: 1.5% for the Company annially)

b} The movement in the employee benefit obligations is as follows:

. : i . ; 31 December 31 December

this test resulted in a gain of SR 22,758,671, This amount represents the difference between the 2021 W20

present value of the loan under the terms before the modification snd the present value of future cash

payments under the terms of the loan being renegotiated and modified, discounted at the ofiginal Present value of the obligation as at the beginning of the

effective interest rate of the loan. Since the difference is less than 1086, the amendment in the ferms vear 14.216.404 16,852,045

is not considered essential, and it is not accounted for as the disposal of the loan obligation and Components of cost charged on vear in statement of

establishment of a new financial obligation. Accordingly, the present value of future cash payments profit or loss:

is recognized in accordance with the terms of the modification using the original effective interest Current service cost 1,587,614 Q70403

rate of the loan, and the difference is recognized as gains from the effect of the modification during Inferesi cosi 332,932 487 083

the year 2020, Tatal expenses charged to the statement of profit or loss 1,920,546 1,453,385

It was agreed 1o reschedule the loan instaliments starting from January 3, 2022, 1o be paid in an equal Items within statement of ether somorehenaive

quarterly installment of SR 15.87 million for each installmem, with the last installment being on ez

January 4, 2026. Re-assessment of emyplayee benefit obligations 1,190,299 372,563
Actual benefits paid during the year i1 404, 223) (4,461,589
Current value of the obligation a1 the end of the year 15,923,026 14,216,404
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17.

EMPLOYEES' DEFINED BENEFIT OBLIGATIONS {continued)
¢) Defined benefit liability sensitivigy

31 Deceniber 11 December
a0zl 2020
Base
Rare of change in salaries Increase by 1% 17459437 15,630,030
Decrease by 1% 14.578,455 12,980,135
Base
Driscount rae Increase by 1% 14,605,189 13,003 B0
Drecrease by 1% 17456, 206G 15,628 564
Assumption of a statistical study of
cmployees
Membership dat
Avernge age of employees (vears) 41.26 41,32
Average vears of past experience 968 B2T
18. ACCRUED EXPENSE AND OTHER PAYABLES
Accruad expenses and other payables are as follows:
31 December 31 December
2021 2020
Prepayments cusiomers 4,114,621 1.B14.820
Guarantee of good performance 5073439 31,773,148
Accrued fees for the exploitation of raw maserials B619,219 9,323,027
Employees” accruals and benefits 4,199,934 2,563,547
Accrued finance coats 1,487 880 G4BT
Value added tan 2,729,760 2 7 %
Oher 67307 AIE63E
26,892,160 49, 193,397
19. DIVIDENDS OBLIGATIONS
The balance represents dividends for previows vears that have not been paid 10 shareholders x
follows:
31 Decemiber 31 December
21 =020
Balance a1 1 January 121,694,374 124,656,454
Dividend payments during the vear (614,517} (2942171}
121,079,857 121,694 374

20. ZAKAT
a) Charge for the vear

Provision for curment year
Provision for prior vears

b) Frovision for zakat

The movement in £akat payvable represented as follows:

Balance ai beginning of the vear
Add: Charge for the Year

Less: Pavments during the veas
Balamce st the end of the year

¢)  Components of rakat base

Shareholders’ equity at the beginning of the vear
Adjusted mknt net profit

Provisions at beginning of year

Debis and debis equivalents

Other ndditions

Less;

et fixed assets and the equivalenis
Investments in a non-trading facility inside the
Kingdom and are subject to levy of mkat
Orher discounts

Zakai base

Accrued zakat

31 December 30 Seplember
2021 2020
046,012 5,533,519
- 2816717
5,046,002 20702446
31 December 31 December
2021 2020
10,156,261 4008930
046012 B.070.246
(8. 245.881) (1.932.91%)
6,956,392 10,156,261
2021 2020
249,027,756 1,022, 588,069
25 344 447 61079403
12,812,181 12,582,918
2TAGEA5T2 253 047 447
£ 535474 235719913
(1,007,993.279) {1,065 TR, 1BK)
(283, 140.949) -
(TH,T47,TH6) [404,066,216)
196,521,416 216,087,346
046,012 5,533,529
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20, ZAKAT (continued)
d) Zakal Status

The Company has submitted its Zakat retums to the Zakat, Tax and Customs Authority in the
Kingdom of Saudi Arabia for all years up 1o the financial vear ended 31 December 2020, The
Company has a zakat cenificate valid wntil 30 April 20232,

The Company received the zakat assessment for the financial vears from the year ended 31
December 2014 undil the year ended 31 December 2007, with a total zakat difference of SR
57,949, The Company objected the full assessment value, so the Zakat, Tax and Cusioms
Authority issued an adjusted assessment with a total value of SR 202,993, The Comparry paid
the full value of the adjusted nssessment and ended the zakat status for these vears.

The Company received the Zakat assessment for the financial vear ended 31 December 2018,
with a 1otal zakat difference of SR 2,660,475, The Company agreed on all the terms of the
assesament and paid the due zakat in full. Then the Company objected one item of the same
assessmenl, which is the difference in revaluation of investments with a value of SR 2.540,23)
ot the General Committees for Zakat and Tax Objections, and the Company’s objection is still
under stidy by the General Secretariat of Tax and Zakat Commiitees,

Zakot assessment has nol been received for the financial years ended 31 December 2019 until
31 December 2020,

1. EARNINGS PER SHARE
a) Basic carnings per share

b}

The calculation of basic earnings per shane has been based the distribulable carmnings attributable
o shareholders of ordinary shares and the weighted average number of ordinary shares
outstanding at the date of the financial statements.

31 December 3 December

2021 2020
Profit for the vear 17757321 51,375, TT2
Mumber of shares (weighted average) o, TR0, (R S, o (00
Basic eamings per share (SR) 0.197 0573

Diluied EFS

The calculation of diluted earnings per share has been based on the profil distributable 1o
sharcholders on ordinary shares and weighted-average number of crdinary shares oulsianding
after adjustment for the effects of all dilutive potential ordinary shares, I any.

During the year there were no diluted shares, accordingly the dilsted sarnings per share was the
same as the basic.

TABUK CEMENT COMPANY
{Sawdi Joint Stock Compary)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2021
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2. REVENUE AND COST OF SALES

Classification of the Company”s revenues from contracts with customers:

Kingdom of Saudi Arabia 221,123 R385 230,341,048
Republic of Yemen and Republic of Sudan 7,405,440 26,013,704
Total revense from comtracts with customers 128529275 26,454,772

*  Any other classifications of revenues have not been disclosed since the Company is selling two
types of products (cement and clinker) and no significant differences have appeared between
the sale prices and production cost for different types of Cement, whether packed on non-
packed. The selling is conducted a1 a certain point in time, not over time.

*  The cost of sales mainly represents the cost of raw materials, salaries and wages, spare parnts
and depreciations,

23. SELLING AND DISTRIBUTION EXPENSES
Selling and distribution expenses for the yeor ended 31 December consist of the following:

Year ended Year ended
31 December 31 December
Peote 2021 2020
Salaries, woges and equivalents 1,481,437 2,284,741
Drpreciation =g 124837 111,221
Other 439,788 S45.623
3,046,032 2.951.585

24. GENERAL AND ADMINISTRATIVE EXPENSES
Cieneral and sdministrative expenses for the year ended 31 December comprise of the following:

Year ended Year ended
31 Deeember 31 December
Mole 2021 2020
Salaries. woges and equivalents 9,394 858 §.742.537
Consultancy fiees 2,907,907 1,965,267
BODY s remunerstions. and allowances 2034.519 1987380
Depreciation b= 1,409,166 I 6T 4654
Dionations and aids 6,152 1,139,313
Cleaning expenses 630,363 385,225
Rental expenses 622,723 64,807
Postage and ielephone charges 131519 592 079
Subscriptions 127,805 197,311
Cber 3. 360,989 3589 995
21,4652 4 20,354,578
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25, OTHER INCOME 8. SEGMENT INFORMATION {continued)
The ather income for the year ended 31 December comprises of as follows: For the vear ended 31 December 2021
Insi Dtside KS Totl
Year ended Year ended
31 December 31 December Revenue from Contracts with Customers 221,123,835 TADS 440 228,520,275
Notg 2021 2020
Gain on disposal of real i - For the year ended 31 December 2020
o gstale investments 10,014,593 7,679,750 Inside KSA Outside KSA [
Provisions no lenger requined 57448 128,321 G
Other 817,091 367,303 Revenue from Contracts with Customers 250,341,048 26,113,724 276,454,772
10,599,132 8,175,384
29, FINANCE COSTS

26. CONTINGENCIES AND CAPITAL COMMITMENTS

Financial charges for the year ended 31 December comprise the following:
a) As ot 31 December 2021, the capital contingencies related 1o projects in progress (note 6)

amounted 10 SR 6,642,363 (2020: SR 4,226,138), 31 December 31 December
b) Asat 31 December 2021, the contingent labilities against issued banking letiers of guarantoe
amourted 16 SR 5,195,074 (2020: SR 3.625,000), Finance cost charged on the statement of profit or loss
under borrowings 6,340,428 11,274,850
Liess: Murahaha Interests {148.311) (54.08T)
6,192,117 11, 220803

Related pany transactions mainly represent Salaries, allowances and bomuses of semor execulives,
Key management personnel are those persons having suthority and responsibility for planning, 30. FINANCIAL RISK MANAGEMENT
directing and controlling the activities of the Company, directly or indirectly, including any

Directors and shareholdars (whether executive or otherwise). The Company’s activities expose it 1o a variety of financial risks: Market risk (including currency

_ ik Pairval iy . e g oo
:?Ii: salarics, wages and related costs benefits during the year ended 31 December include the T LR ow, interest rate risks and price risk), credit risk and liquidity risk.

llowing: - 2 ; 5
O The Company’s overall risk managemen! program focuses on the unpredictability of financial

markets and secks to minimi tad i ’ . i
i ber 3 i b minimize potential adverse effects on the Company”s financial performance.

& . [ ¥
Tmnsactions with ~ Nature of irnsaction 2021 =020 Financial risk mapagement framework
Risk management is carried out by senior management under policies approved by the Board of

Ky management = 3 S : i e

o Silaies el 1.92 198057 Directors. STF:HMMEMQMHE:I :d-éﬂhﬁ:t&. rh':ulhn: and hedges against financial r'lﬂv.E i close co-
rsonnel e SRS wages : ——mﬂl TR T oparstion wilh the Lompany's operating s, The most important types of risk are credin risk,

BOL mem § remumerations and allowances M34.5 LI currency risk and fair valee and cash Mow inberest rate risks.

SEGMENT INFORMATION The Board of Directors has overall responsibility for establishment and oversight of the Company™s

The Company has one main product, which is packed and unpackaged cement. The main sectors of
the Conpany are presented according to geographical sectors. These scpments are organized and
managed separately according o the geographical location, each forming a separate umit. The
geographical segmenis set out below are determined by distinguishing business sctivities from which
the Company generates revenues and incurs costs. The economic characteristics are reviewed and
the method of determining the geographical sectors is reconsidered in light of the evaluation made
by the Chief Operating Decision Maker at least every quarter, provided that they are approved by
the Company’s Board of Directors. The Company operates in the Kingdom of Saudi Arabia and
expons cement to some Arab countries, where payment is made in advance to all export customers
before completing the sale process sccording 1o the data shown below:

risk management framework. The executive management team s responsible for developing and
mvonitoring the Company s risk management policies. The team regularly meets and any changes
and compliance isswees are reported to the Board of Directors through the audit comminiee,

Risk management systems are reviewed regularly by the executive management team to reflect
changes in market conditions and the Company s activities. The Company, throwgh its training and
management standards and procedures, pims to develop a disciplined and constructive control
environment in which all employvees understand their roles and obligations.
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30, FINANCIAL RISK MANAGEMENT (continued)

NOTESTO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2021
Expressed in Saudi Arabian Rivals

30. FINANCIAL RISK MANAGEMENT (sontinsed)

Financial risk mansgement framework (continued)

The risk committee oversees compliance by management with the Company's risk managemen
policies and procedures. and reviews the adequacy of the risk management framework in relation to
the risks faced by the Company.

Financial instruments carried on the halance sheet include cash and cach squivalents, trade and other
receivables, financial assets, borrowings, trade and other pavables, other liabilities. The particular
recognition methods adopied ane disclossd in the individual policy statements associnted with each
item,

Mlarket risk

blarket risk is the risk that the fair value or fufure cash flows of & financial instrument will Nuctute
because of changes in market prices, Market risk comprises of three types of risk: Inberest rate rik,
currency risk and other price risk,

Credit risk

Credit risk is the risk that one party 1o 2 financial instrament will fail 1o discharge an obligation and
cause the other party to incur a financial loss. Concentration risk arises when a number of
counterparties engaged in similar business activities or activities in the same geographical region or
have economic features that would cause them to fail their contractual obligations. To reduce
exposure 1o credit risk, the Company has developed a formal approval process whereby credit limits
are applied to its customers, which are based on comprehensive cusiomer ratings and past repayment
rates.

The management also continuously monitors the credit exposure related 1o its customers and makes
provision against those balances considered doubtful of recovery. Standing balances of customers
are continuously menitored. Cash and cash equivalents are placed with national banks with sound
credit ratings. Trade and other receivables are basically due from customers in local markets and
some balances are pledged against effective bank guarantees from local banks with sound credit
ratings. Trade and other receivables are stated a1 their estimated realizable values.

Interest rute risk cost The Management considers reasonable and supportive forward-looking information such as:
The boans abtained by the Company are carried at variable interest rates based a1 prevailing market
interest rates. #)  Actual or expecied significant adverse changes in business,
by actual or expected significant changes in the operating results of the COUNETParTy,
31 December 31 Drecember €) financial or economic conditions that are expected to cause a significant change to the
2021 <020 coumerparty's ability to meet its obligations,
d) significant increase in credit risk on other financial instrumenis of the same counserparty,
Variable rate instruments €} significan changes in the value of the collateral supporting the obligation or in the quality of
Loans 273,683, 572 315471,536 the third-party guarantees or credit enhancements,

The table below reflects the possible change of 100 basis points in interest rates at the reporting date

The Compary's gross maximum exposune to credit risk is s folbows:
on profit or loss assuming all other variables are remain constant.

X December 31 December

Erofit { (less) 2071 Profit/ (lossh 2020 2021 2020
[hecrease in Inecrease in Financial sssets
basis poanits of basis points of Trade receivables 7.977.607 6,042,352
related Increase in basis Decrease in basis related 1o Bank Balances 48,042,51] 4,695 362
commission  points of related to points of related  commission S6,064,138 46,735,714
rales COmmission rales commission rales raes
104 bps 100 bps 100 bps 100 bps 31 December 31 December
5
Loans 2,736,835 (2,736,835 114,714 (3.154.714) Finangial asscis Al w3
Secured 3,04, 0:00 4, 100,000
Foreign currency risk 3,500,000 4,100,000

Currency risk s the risk that the valee of a finoncial instrument will fluctunte dwe to fluctestions in
foreign exchange rates. The Company is not significantly exposed to fluctuations in foreign
exchange rates during its normal course of business, & the Company’s core transactions during the
pericd were denominated in Saud] Rivals and US Dollars, Thus, there are no significant risks
pssociated with transactions and balances denominated in LS Dollars,
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30. FINANCIAL RISK MANAGEMENT {continued) 30. FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued) Liguidity risk {continued )
The ageing of trade receivables as at the reporting date is & folbows: Undiscounted mnh'lmulmhlfhm
31 December 2020 R T}
Impairment Impairment LT 8 | year o Chver 3 furtuare comiraciusl Carrying
Term Balance in vakee Balance in value 4L Depember 2030 3 vears XEas pTiods matugsy Amoun|
SR SR SR SR Loans 63470883 126041767 08165369 46426712 J0RI11213 315471536
Trade receivables,
Meither past due nor wcrued expense and
impaired 7,205,294 - 4,626,315 - other payables 50,307 561 - - - = SR29T.661
II::mm 0 to &0 days 437,891 - 911,721 - Dividend payable 121,654,374 - - - = 12188374
i 61 b0 S diys 428011 93 200 685,719 181,403 218 1 1 e
| than 90 days A1424 41,424 11050 11,059 144,462, 26941767  OEI65360  19.53LI08  B0E110,213 4695700051
5,112,621 30N ___G234.814 s It is not expected that the cash flows included in the maturity analysis could oceur significantly
carlier, or at significantly different amounis.
Liquidity risk
Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet 3. CAPITAL MANAGEMENT
commitments associated with financial instruments. Liquidity risk may result from an inability 1o

sell financial assets quickly at an amount close to its fair valwe. Liguidity risk is managed by

monitoring on a regular basis that sufficient funds are available. The concentrations of liquidity risk
miay arise from the repayment terms of financial liabilities, sources of borrowings or reliance on a
particular market in which to realize liquid assets. The following is the contractual maturities for
financial liabilities at the end of the period and represented by growth amounts:

Undissoanted contractual cash flows

The Company’s objective when managing capital is to safeguard the Company’s ability 10 continue
as @ going concern so that it can coinue to provide retumns for sharcholders and benefits for other

stakeholders. and 10 maintain a strong capital base 1o support the sustained development of its
businesses.

The Company’s adjusted net liabilises wo equity ratio was as follows:

r.:_luur:uh o 3 December 3| December
auc ol Todal iy
Less than a 1 vear o Over 3 fisture coiracial Carrying 2021 2030

_ e e BN AR Total liabilities 162,684,363 524,480,950

Less: Cash af hanks 4R, 082,531 40,603,362

Laoa ThLERS SdL.THT 4397 IERDRL 146 21736KASTD
'I'md-.:rmdnhlﬂ. o 5 ol : i Ned liabilities dl4,601 852 483, T SRS
scerued expense and .
otfer payables 43,260,007 - - - — 43169007 Total shareholders” equity 1,267.447.453 1,249 027,756
TS 131,479 337 = = = ~ 121479387 Net liabilities o equity 0.327 0,387

XTRIDEST 1165941767 B32TO912 14397574 288081146 438,032,526

45

In order to achicve this general objective, the Company, theough its capilal management, aims 1o
ensure, among other things, that it fulfills the financial covenants associated with the loans that
specily capital structure requirements. Failure to comply with the associated financial covenants will
allow the Bank to demand immediste repayment of the loans. There were no cases of breach of
financial covenants for any loans, as well as no changes in the objectives, policies or procedures of
the Company for capital management during the year ended 31 December 2021,
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32. EAIR VALUE OF ASSETS AND LIABILITIES

Fair value is the price that would be received to sell an asset or paid 1o transfer a liability in an
arderly transaction between market participants a1 the measurement date in the principal or, in its
absence. the most advantageous market (o which the access is available at that date. The fair value

The Board of Directors, ot its meeting held on Shaban 23, 1443 H, corresponding 1o 26 March 20232,
recommended a cash dividend of SR22.5 million for SR 1.25 per share. The dividends are
attributable 1o the sharcholders of the Company who own shares by the end of the next General

o f ; Assembly and registered in the registry of the Company's shareholders in the Securities Depository
of a liability reflects its non-performance risk. Center {Edaa) af the end of the second trading day following the due date. The date of the Company's
General Assembly meeting will be announced later, after taking the necessary approvals

34. APPROVAL OF THE FINANCIAL STATEMENTS

The below table shows the carrying amounts and fiir values of the financial assets and liabilities
including their levels in the fair value hierarchy.

Decemleer 2020 :
Carrylag value = — Fair value These financial statements were approved by the Board of Directors on 22 March 2022,
Finanekal assets Amartized TR corresponding to 19 Sha'akan 14434,
11 Total Livel ] Level 2 Level 3 Total

Trade receivables 1977607 TT3 4607 - - - ==
Cash and cash
equivalents 48082 25 48,082,531 - s = -
Investmen! propertics TLIT0440 TLI70440 - TEITA0 = 113719440

IH3ST8 128339578 = Tirm4a -~ 72279440
Fimamcksl liabilithes
Laans and facilities ITHE8,5T2  273.6H3STL - - - -
Trade receivables,
secrued expense and
ather payables 43269097 43260097 - - - -

b SELEED 316951665 - - - -

31 Decenber 2020
Ciirrying amount Fair valus
Financial xssets Amomised
Cost Towl Level ] Level 3 Lavel 3 Iotal

Trade receivables 6042352 6042 352 - - ua =
Cash snd cash
eqaivalonts 40693362 40,693,362 - - - -
Investment propesties TTAG4. 847 77464 347 = T7A54.847 -~ 77464847

124200561 124,900,561 = T7464.847 = T7464.347
Finamcial Habiliths
Laans and facilities JISATLAME 315471536 - - - =
Trade receivables,
acecrued expense and
other payahles 39,297,661 2197661 s - = -

ITLTENN9T  3T4.TE9, 19T - - - -
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