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LOCATIONS

Head Office:

Riyadh, King Fahad Road
PO. Box 3893

Riyadh 11481, Saudi Arabia
Tel.: 4644244 Fax: 4627569
Sales Management:

Tel: 4644244

Fax: 4652124

Marketing Department:
Tel: 4644244

Fax: 4610147

Central Region:

Regional Sales Department:
Tel: 4644244 Ext. 1720

Fax: 4652124

Olaya Showroom: 4644244
Takhassusi Showroom: 4880395
Malaz Showroom: 4770715
Rawdah Showroom: 2784360
Badeha Showroom: 2674507
KharjRoad Showroom: 2133518
Al Sahafa Showroom: 4151546
Al Narjess Showroom: 4644244

E-mail:
Website:
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Western Region:

Regional Sales Department:
Tel: 6586565 Fax: 6058842
Altahlaya Showroom: 6690055

Al Harameen Shorwoom: 6586565
Taif Showroom: 7376092

Makkah Showroom: 5485588
Medinah Showroom: 8488844

Eastern Region:

Regional Sales Department:
Tel.. 8340670 Fax: 8331764
Dammam Showroom: 8340670
Dammam Showroom(2): 8228267
Al Khobar Showroom: 8962644

Al Ahsa Showroom1: 5307624

Al Ahsa Showroom 2: 5804968
Jubail Showroom: 3411200

Southern Region:

Regional Sales Department:

Tel: 2216311 Fax: 2216291

Asir Showroom: 2216311

Jazan Showroom: 3231191

Najran Showroom: 5235455

Ahad Rafidah Showroom: 2506315

info@saudiceramics.com
www.saudiceramics.com
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Qassim & North Region:
Regional Sales Department:
Tel: 3819009 Fax: 3814872
Buraidah Showroom: 3819009
Unaiza Showroom: 3655005
Rass Showroom: 3511399
Hail Showroom: 5340068
Tabuk Showroom: 4238965
Sakaka Office: 6261556
Export Sales:

Tel.: (01) 4644244 Ext. 1610
Fax: (01) 2177672

Dubai Sales Office:

Tel: 00971 4 2666584

Fax: 00 971 4 2666594
Sanitary Ware Plant

Tel: 4981030

Fax:4981832

Ceramic Tile Plant

Tel: 2650265 Ext. 2112

Fax: 2650265 Ext. 3180
Water Heater Plant

Tel: 2650265 Ext. 3015

Fax: 2650265 3046
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Custodian of the Two Holy Mosques
King Salman Bin Abdulaziz Al-Saud

His Royal Highness His Royal Highness
Prince Mugrin Bin Abdulaziz Al-Saud Prince Mohammed Bin Naif Bin
Crown Prince, Deputy Prime Minister Abdulaziz Al-Saud

Deputy Crown Prince, Second Deputy
Prime Minister And Minister of Interior



Board of Directors

© saad Ibrahim Al-Moajel 5]

Chairman

®  Khalid Saleh Al-Rajhi
Board Member
Chairman of Executive Committee @

©  Ali Saeed Al-Khuraimi

Board Member
Executive Committee Member 9

O  Abdullaziz Abdul Karim Al-Khereiji

Board Member

Chief Operating Officer

©®  Abdulkarim Ibrahim Al-Nafie

Abdullah Mohammad Joligem
(Public Investment Fund)

Board Member

Executive Committee Member

Sami Ibrahim Alessa
(General Organization for Social Insurance)

Board Member

Abdul Mohsin Abdul Rahman Al-Sweilem

Board Member
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Chairman’s Speech

Messrs. Shareholders of Saudi Ceramics Company
Greetings,

I'm pleased towelcomeyou personallyand on behalfof my colleagues, the othermembers
of Board of Directors, | thank you for kindly attending this meeting. Furthermore, it is
my pleasure to present the Board's Annual Report for 2014 and Company’s financial
statements and auditor’s report.

In 2014 the company - Thanks to Allah — continued its positive results and achieved new
records in productivity, sales and profits. The company achieved net profits for 2014 of
SAR 310,2 million compared to SAR 309,4 million in the previous year.

Production plants have operated at available capacity and achieved credible increases
in output in terms of ceramic and porcelain tiles of 6.6%, in sanitaryware 6.7%, and
11.7% in electric water heaters, compare to 2013.

The company continues the process of re-designing all of its models of WC to work
efficiently with only three (3) litre water flushing systems. This emphasizes Saudi
Ceramics leading role and commitment to water conservation.

Similarly, the Company continues to promote energy-saving electronic (SMART) water
heaters and solar-energy units and achieved increases in sales of these items in 2014 of
1.3% compared with last year, despite the general downturn in the market.

In addition to its wide network of distributors and wholesalers, the Company continues
to promote sales, and service customers, through its own 30, kingdom-wide showroomes,
and is preparing to open a new showroom in the Narjess District of Riyadh.
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The company also continues to export products internationally to more than 60
countries and in 2014 achieved export sales revenue exceeding SAR 196,6 million.

The Company continues to give high priority to quality standards and invests in state-
of-the-art technology.

Existing factory expansion projects are progressing according to plan and it is expected
that the 2nd sanitaryware factory (first stage) will start production early in the second
half of 2015 adding an additional annual production capacity of 1,2 million pieces.
Moreover, it is expected that the 2nd factory electric water heater expansion will be
completed early in the third quarter of 2015. This will add an additional six hundred
thousand electrical heater unit capacity per year to the factory increasing total capacity
to more than two millions units per annum.

In addition, the red brick project is in progress in the Industrial City of Durma and
expected to start production during the third quarter of 2015 with a design capacity of
264,000 tonnes per year.

In the areas of manpower and Saudization, the company continues its efforts to attract
national labour and in 2014 reached an agreement with the HR Fund in order to attract
Saudi nationals to an additional 74 job roles. The total number of Saudi employees
in 2014 also increased year-on-year to 1,037 employees (25.4% of total number of
employees).

The company provides Saudi female employees with all requirements to ensure their
privacy and respect according to Islamic Sharia instructions and Saudi Labour Law.
During 2014 the Company employed 29 female employees working in various roles.

In terms of training, through various courses, 779 employees have under gone training,
some 574 in our own Company training centre and 205 externally.

In regard to the Ceramic Pipes Company, in cooperation with its partners, the Company
is still looking for a suitable solution to raise its output, identify a suitable technical
partner and effective management team in order to improve performance. In 2014, the
Company incurred losses in an amount of SAR 7,714,000 from its share in Ceramic Pipes
Company.

Finally, I hereby take this opportunity to express — on behalf of you - our sincere thanks
and gratitude to the Custodian of the Two Holy Mosques, his loyal Crown Prince, Deputy
Crown Prince and our wise government for the support received by the Company.
Moreover, | hereby thank Company clients, inside and outside the Kingdom, for their
trust and loyalty, which has contributed to this years positive results.

We ask Allah Almighty to grant us all success in everything that He loves and is pleased
with.

Regards,
Saad Ibrahim Al-Moajel

Chairman, Board of Directors



Board of Directors’ Report

Prepared for the 37th Ordinary General Assembly to be held on Tuesday 18th Jumada
Al-Thani, 1436H (7th April 2015) at 7:00 P.M. - King Salman Hall, Sheraton Hotel, Riyadh.

Dear Shareholders,

It is the Board of Directors pleasure to welcome you and to thank you for accepting its
invitation to attend the 37™ Ordinary General Assembly providing us an opportunity to
presenttoyoutheannual report of Saudi Ceramicsfor2014. Thisreportincludes, together
with the financial statements, the Company’s financial position as at 31 December 2014
as well as relevant income & cash flow statements, changes in shareholders equities and
explanatory notes.

Company’s Activity
The Company’s activity is the manufacture and sale of various types of ceramic products

(ceramic tiles, porcelain tiles, sanitaryware and accessories), electrical water heaters,
various components, imported equipment, machines and complementary materials.

The net income for the ceramic products and sanitaryware in 2014 represents some
86.9% of the Company’s operational profit and water heaters 13.1%.

Company Operating Results

In 2014 the Company continued its record of profitable growth for all products and
trading activities. In fact, 2014 is another record year, in terms of performance, delivery
of sales targets and profit in Saudi Ceramics history.

The tables below shows the increase in net profit for the year compared to 2013, which
increased marginally, share dividend and revenue percentages by geographic area:

2013 2014
SAR (000’) SAR (000’)

Gross Profit 579,056 563,964

Operating Profit 331,062 280,709
Net Profit 309,443 310,222
Share Dividend 8.25 8.27

Geographic Analysis of the Company’s Revenue:

Riyadh 32.81% of the Company’s sales
Makkah, Medina & Taif Region 29.82% of the Company’s sales
Remaining KSA 25.44% of the Company’s sales
Exports 11.93% of the Company’s sales

Total 100%
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Geographical Region (KSA)

11.93%
Riyadh
Makkah, Medina & Taif Region 25.44% 32.81%
Remaining
Exports
29.82%

Sales Comparison with 2013

Sales grew during 2014 by 1.3% compared to 2013 to a new record of SAR 1,621 billion.
The following is a statement of the Company sales for the last five years, which shows an
average annual growth rate of 10.7%:

Year Sales (1000 Riyals)
2010 1,079,833
2011 1,221,345
2012 1,447,363
2013 1,600,550

2014 1,621,351

The Company sale for the last five years

1,800,000
1,600,000
1,400,000
1,200,000
1,000,000
800,000
600,000
400,000
200,000
0

1,600,550 1,621,351

1,447,363

1,079,833

2010 2011 2012 2013 2014



Saudi Ceramics continue to sell through a network of 30 showrooms distributed in most
cities across Saudi Arabia. During the year, work started on a new showroom in Narjas,
Riyadh. In addition, sales continued to grow through our wide network of distributors
and wholesalers across the Kingdom as well as to various international markets -
company exports to some 60 countries in 2014 (up from 55 in 2013) totalled SAR 196,6
million.

Company Operations

During 2014, the Company’s manufacturing facilities operated at almost full production
capacity with no exceptional breakdowns or disruptions. Tile plant production increased
6.6% for ceramic and porcelain products whilst electrical water heaters increased 6.7%
and sanitaryware 11.7%, respectively when compared to 2013.

Rationalisation of water and energy consumption

The Company continues to take a leading role in a national trend towards water and
energy reduction with the re-design, conversion and manufacture of sanitaryware WC'’s
with water flushing volumes of only 3 liters. This achievement has been recognized
with 100% certification from the Saudi Standards Metrology and Quality Organisation
(SASO). Currently, Saudi Ceramics is working on the conversion of the remainder of
its WC designs and is looking for approval from concerned Governmental Authorities
to adopt the water saving WC's manufactured by Saudi Ceramics in all its projects. In
addition, Saudi Ceramics continues to promote its energy saving electronic (SMART)
water heater as well as solar water heater products.

Factory Expansions

As mentioned in last year’s Board Report, the work on replacement of double-firing
production lines with state-of-the-art single firing systems and installation of a
new ceramic tile production in 1% Factory boosted capacity in 2014 to 64 million m2
Expansion of the plastic plant to include baths and shower trays was also completed.

The first stage of the 2" sanitaryware plant in Riyadh will be completed in the second
half of 2015, adding an addition 18,000 tonnes of production capacity per year (1.2
million pieces). Expansion on the second electrical water heater plant is also on-going
and on plan. This is expected to start at the beginning of Q3 2015 with an increase in
output capacity of 600,000 units. In terms of the Red Brick project, in Durma Industrial
City, is expected to start production in Q3 of 2015.

In all its projects, the Company continues its policy of investing in state-of-the-art
manufacturing technologies and in addition to its expansion plans and growth in
production output, continues to focus on, and give priority, to quality.

Potential Risks

Due to its commercial activity, Saudi Ceramics continues to face certain economic
and operational risks such as deficiencies in skilled manpower, stoppage of natural
gas supply, power failure and volatility in key raw material prices. Such risks are faced
by all manufacturing businesses, and although relatively rare for Saudi Ceramics, the
Company mitigates these risks by proactive management to avoid, or minimize, their
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impact on business performance. The practice of “dumping” by competitors, by some
foreign countries, whether in local or regional markets, is also a commercial risk which
we must take into consideration.

Manpower, Saudization & Training

The Company continues to cooperate fully with the Human Resources Fund, within the
framework of the Saudization scheme, to attract more nationals into the workforce.
Throughout 2014 the Company entered into five (5) Agreements with the Human
Resource Fund to recruit 74 jobs, of which 44 positions were in place as at the 31
December 2014. The Company has also signed a training agreement with Riyadh
Institute of Technology under the supervision of the General Organisation for Technical
and Vocational Training for 18 trainees for a 2 year period.

In the area of training, some 779 employees have received training, of which 574 have
received training at the Company’s own training centre during the year.

The number of nationals employed by the Company totals 1037, 11% higher than at the
beginning of 2014 and represents a 25.4% Saudization level.

In the area of employment of Saudi ladies, the Company fulfills all the requirements
necessary to ensure the privacy and respect for women in accordance with the principles
of Islam and applicable Saudi Arabia laws. At present, 29 women are working in various
Company departments.

Accounting Policies Used by the Company

Saudi Ceramics applies accounting policies that are conforming to accounting standards
issued by the Saudi Commission for Legal Accountants and the Saudi Organisation for
Certified Public Accountants.
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Associate Companies and Main Activity

1. Natural Gas Distribution Company - a Saudi joint venture company, with its main
activity is purchasing and distribution of natural gas to factories in the 2nd Industrial
City in Riyadh.

2. Ceramic Pipes Company — a Saudi joint venture company with its main activity in
the manufacture of ceramic vitrified pipes with a factory in the 2nd Industrial City
in Riyadh.

3. Ceramic Investment Company — a Saudi limited liability company established in
Riyadh in collaboration with Ceramic Pipes Company (Affiliate Company) with a fully
paid up capital of SAR 500,000. Its main activity is import, export, marketing services,
wholesale and retail trading.

Shares & Debt Instruments Issued by Associate Companies

1. The Company owns 15.87% of the capital of Natural Gas Distribution Company
(NGC) totaling SAR 25 million. The NGC did not issue any debt instruments during
the year.

2. The Company owns 50% of the capital of Ceramic Pipes Company (CPC) totalling
SAR193 million. During the year the Board of Directors passed a resolution to reduce
its capitals from SAR 150 million to SAR 118 million with the cancellation of 3.2
million shares (each share with a value of SAR 10), but later increased its capital to
SAR 193 million. No issue of any debt instruments has been used.

On the 19 March 2014 an announcement was made that that CPC had entered into
a memorandum of understanding whereby the Saudi Vitrified Clay Pipe Company
(SVCP) would acquire all of its shares and its desire to integrate the two businesses
to take advantages of economies of scale. On 1 July 2014, CPC received a letter
from the Secretary General of the anti-trust commission that the merger was not
in the interest of the public. On the 29 December 2014 the Board of Directors of
Saudi Ceramics recommended to acquire the remaining shareholding of CPC after
the preparation of the required memorandum of understanding for the General
Assembly, and in the case of consent from all parties, to determine a fair value. The
aim of the share purchase would be to merge CPC’s operations with Saudi Ceramic
Company in order to reduce operating cost and increase operating performance. It
is important to note that current losses have resulted from a delay in commercial
production due to a lack of technical experience required to operate the plant -
these challenges still exist.

3. The Company owns 95% of the Ceramic Investment Company capital totaling SAR
500,000 and it too did not issue any debt instruments.
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Dividend Policy

Net profits of the Company are distributed after all expenses and charges are deducted
as follows:

1. Retaining provision for Zakat.

2. Retaining 10% net profits as a statutory reserve. The General Assembly may cease
this when the reserve reaches half the capital value.

3. From the remaining profit, 5% of the paid up capital is distributed as a shareholders
dividend.

4. Then 7.5% of the remaining quantum (SAR 20.9 million) is allocated as awards for
the Board of Directors according to applicable regulations, which is consistent with
a maximum bonus of SAR 200,000 per member.

5. Based on a recommendation from the Board of Directors, the General Assembly
may decide to distribute a part of the remaining profits to the shareholders as an
additional dividend.

6. When determining the portion of share in the net profit, the General Assembly may
choose to create other reserves by an amount that will ensure sustainability or the
distribution of fixed profits to shareholders, as far as possible.

Ownership of Major Shares Holding According to Article (30) of Registration & Listing
Rules

There is no major shareholder having the right to vote who notified the Company during
2014 of such rights in accordance with Article 30 of Registration & Listing Rules and the
Company did not receive any such notification during 2014.

Board of Directors

According to the Company’s Articles of Association, the Board of Director members are
appointed by the General Assembly of shareholders for a period of three (3) years. The
current members were appointed by the General Assembly for a terms of three (3) years
with effect from 1 April 2013 based on a majority voting method.
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Below is a table showing the current Board members, shareholding and ownership
changes during 2014:

E Member’s Name
1

No. of Shares
(Wife & Dependent Children )

No. of Shares

Mr. Saad Ibrahim Al-Moajel 226,500 226,500 3,750 3,750
2 GOSI 6,074,272 6,074,272 = =
3 General Investments Fund 2,025,187 2,025,187 - -
4 Mr.Khalid Saleh Al-Rajhi 1,000 1,000 = =
5 mt.éxg?gnhfohsin Abdul Rahman 1,500 1,500 _ )
6 I&A}:éf‘ek;ﬁullaziz Abdulkarim Al- 7,500 7,500 _ }
7 Mr. Ali Saeed Al-Khuraimi 1,000 1,000 = =

No. of Shares

Senior Executives’ Shares:
No. of Shares
(Wife & Dependent Children)

Member’s Name
31/12/2013 | 31/12/2014 31/12/2013
1

Mr. AbdulKarim Ibrahim Al-Nafie 11,500 11,500 - -

31/12/2014

2 Mr. Ali Saleh Al-Naim 1,500 1,500 750 750
3 Mr.lbrahim Al-Haidary - - - -
4 Mr. Mohamed Abdullah Al-Megbel - - - -

Mr. Mohammed Abdul Rahman
Al- Kaoud

Saudi Industrial Development Fund Loans

The Company obtained loans from the Saudi Industrial Development Fund under the
terms of a unified long-term contract to finance expansion projects in the areas of tiles,
sanitaryware, water heaters and red bricks.

During the year the Company signed three new agreements with a total o SAR 190.2
million. These loans are paid in bi-annual installments of differing values. The principal
value of the current loan, as stated in the unified contract as at 31/12/2014 amount
to SAR 201.59 million. The value of the installments due to be paid in 2015 in two
installments of SAR 60.72 million will be paid on 15 Shawaal 1436H and end on 15 Rabi
I 1437AH. The credit of unused fund facilities from Saudi Industrial Development Fund
(SIDF) on 31 December 2014 was SAR 120.63 million.

The Board would like to take this opportunity to express its gratitude to the SIDF, and to

those in charge of it, for supporting the Company projects.
-
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Local Bank Loans (long and short-term)

Saudi Ceramics obtained bank loan facilities (short and long-term) from local banks for
financing Murabahas granted to the Company and secured against promissory notes in
favour of the banks with the value equal to these loans.

SAR(‘000)

689,508 Value of loans balance on 1/1/2014

545,000 Amounts received during 2014

549,570 Amounts repaid from loans during 2014
684,938 Balance on 31/12/2014 represented as follows:
20,000 Short-term loans

664,938 Long-term loans

684,938 Total

Debt Instruments, Option Rights, Transfer Rights

The Company has no transfer or subscription rights under transferable debt instruments
for stocks or rights option, or subscription right notes, or similar rights issued or granted
by the Company during 2014. The Company does not have any recovery or purchase or
cancellations made by it for any recoverable debt instruments.

Board of Directors Meetings

The Board of Directors held six (6) meetings during 2014 with a full attendance average
of 95.2%, as follows:

Mr. Saad Ibrahim Al-Moajel v v v 100 %
GOSI

2 (represented by Mr. Sami Ibrahim Alessa) v v v v v v 6 100 %
Public Investments Fund

3 (represented by Mr. Abdullah M. Al-Joligem) el el T ° s

4 Mr.Khaled Saleh Al-Rajhi v v v v v Vv 6 100 %
Mr. Abdul Mohsin Abdul Rahman

> Al Sweilem v v v v v x 5 832%
Mr. Abdullaziz Abdulkarim

6 AlKhereij v v v v v v 6 100 %

7  AliSaeed Al-Khuraimi v v x v v v 5 83.2%
TOTAL 7 7 6 7 7 6 40 95.2%

The board members mentioned above were elected by the General Assembly held on
01/04/2013 for the current session and duration of three years.



-_—
Conflict of Interests

m There is no material (direct or indirect) conflict of interest for any of the Board
members, CEO or CFO in any business or contracts made to the benefit of the
Company during 2014 with the following exceptions:

m Purchases from Gas distribution Company, (an affiliate), during the fiscal year 2014
totalled SAR 22,293,751 and its credit balance at the year-end was SAR 1,935,343.
The Company would like to note that the Board of Director member Mr. Ali Kharami
has represented the company in the Board of Directors of Natural Gas Distribution
Company until 31 December 2014.

m The debit balance of Ceramic Pipe Company (CPC), an affiliate, amounted to SAR
7,388,000 as at 31 December 2014. The withdrawals and debt movement during
2014 amounted to SAR 6,328,000. It should be noted that some CPC shareholders
also have shares in Saudi Ceramics; namely GOSI, Eng. Saad Ibrahim Al-Moajel and
Eng. Khalid Saleh Al-Rajhi.

s Consent for all above mentioned was taken by the Board of Directors and included
in the Board’s minutes of meetings and will be submitted to the General Assembly
for approval.

m  The Company did not offer any cash loans of any kind to any of the Directors, nor did
it guarantee any loans made by any of the Board’s members.

s The Company is committed to apply the regulations on the Conflict of Interests
previously endorsed by the Board according to sub-section (1) clause (b) of Article
10 of the Corporate Governance Regulations.

Assignment Arrangements or Agreement

There are no assignment agreements or arrangements by which any of the Board
members, CEO or Senior Executive’s assign any compensations or salaries. There are
also no assignment agreements or arrangements by which any of the shareholders may
assign any of its profit rights.

Due Regular Payments

m The Company submitted its annual Zakat declarations up to 2013 and obtained a
final Zakat certificate for the year and paid SAR 7,510,000. The Company has met
its Zakat obligations and allocated sufficient provisions to meet any obligations
that may arise due to differences when the final balance of the last fiscal year is
completed. Zakat provision charged to the income statement for 2014 amounts to
SAR 8,229,000 and the balance of this provision at 31/12/2014 was SAR 15,145,000.

m Paymentsto GOSlagainst employee subscriptions for 2014 totaled SAR 94.16 million
as of 31 December 2014.

m  The Company has obtained facilities from local banks in the form of insurance letters
and documents of credit amounting to SAR 78 million as of 31 December 2014,
some of which re credits pertaining to capital associated with factory expansion
equipment and machinery supply contract valued at SAR 33 million.
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m The Company guarantees part of the SIDF loan granted to the Ceramic Pipe Co.
(affiliate) of SAR 41 million, a proportion equal to its capital contribution. Further,
the Company secured a loan granted by Saudi Investment Bank amounting to SAR
50 million and a facility from Saudi British Bank (SABB), up to SAR 10 million.

Investments and Other Reserves established in favour of Company employees

Currently, there are no investments or reserves established in the interest of the
Company employees.

Confirmations Made by The Board of Directors
The Board confirms and ensures the following:

m Theaccounting records have been prepared in accordance with Accounting Policies
that conform to accounting standards issued by the Saudi Commission for Legal
Accountants and kept accordingly.

m The internal control systems have been selected on a professional basis and are
operating effectively.

m Thereis no doubt regarding the Company’s sustainability and ability to continue to
pursue its activities.

Capital Increase

On the 29 December 2014 the Board of Directors recommended to the General Assembly
of Shareholders to increase the current capital of SAR 375 million to SAR 500 million
by providing one free share for every 3 fully paid up shares owned by the registered
shareholders in the share registry at the end of trading on the day at which the next
Extraordinary General Assembly is held, providing the capital increase is funded through
the transfer of SAR 125 million from ‘residual earnings. As a result the number of shares
will increase from 37,500,000 to 50,000,000.

The Financial Market Authority approved this proposal, which was published on 27
January 2015, after the market was closed.
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Review of activity during the past six years (value in thousands of riyals)

-o- Sales -e- Net Operational Profit
1,750,000 340,000
’ ’ 331,062
1,600,550 1,621,351 A
1,600,000 305,000
450,000 1,447,363 / \
T / 270,000 257,888
1,300,000 243,862 280,709
i ’ 1,221,345
/ 235,000 222,321
1,150,000 1'079y
200,000
1,000,000 ~ /
957,725 185,357
550,000 165,000 >
2000 2010 2011 2012 2013 2014 2009 2010 2011 2012 2013 2014
-e- Total Net Profit -e- Total Assets
345,000
310202 3,400,000
310,000 809,443 : 3,017,455
/ 2,500,000 2805788 __®
275,000 2,545,826
240,000 232,015 e
220,589
1,500,000
205,000 500,
i 1,778,466
197,192
170,000 1,400,000
2009 2010 2011 2012 2013 2014 2009 2010 2011 2012 2013 2014
-e- Total Liabilities -s- Total Shareholder Equity
1,350,000 1,500,000 1,715,695
ey 1284612 1,301,793 | |, oo A
1,239,995 1,521,176
1,250,000 /L 1,500,000
1,200,000 T 1,305,831
S 1,350,000
1,150,000 1,122,101 1,146900 ¥
1,100,000 1,200,000
100, / 1,004,048 A
1,050,000 / 1,050,000
1,000,000 v
950,000 900,000 «
900,000 919.—-‘644 937,084 750,000 858,822
850,000 : 600,000
2009 2010 2011 2012 2013 2014 2009 2010 2011 2012 2013 2014

2014
Net Profit ratio to Assets 10.3%
Net Profit ratio to Shareholders Equity 18.1%
Total Profit ratio to Sales 34.8%
Net Profit ratio to Sales 19.1%
Net Operational Profit ratio to Sales 17.3%
Net Profit per Share in SAR 8.27

2013 2012 2011 2010 2009 2008 2007
11.0% 97% 102% 11.4% 11.1% 114% 9.9%
203% 19.0% 202% 22.0% 23.0% 24.6% 20.8%
36.2% 33.1% 36.6% 36.5% 36.8% 37.4% 36.7%
193% 17.1% 19.0% 20.4% 20.6% 20.8% 30.7%
20.7% 17.8% 20.0% 20.6% 19.4% 193% 18.2%
8.25 6.60 6.19 8.82 7.89 7.12 5.10




Corporate Governance
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The Board of Directors has prepared a governance system for the Company with the
Board supervising this system and monitoring its efficiency and amending it when

necessary.

The Company applies in general all rules of the Corporate Governance Regulations,

taking note of the following:

1. Section (d) of article (6) concerning disclosure from the persons of legal capacity
acting on behalf of others (such as investment funds) by disclosing their policies for
voting and their actual voting in their annual reports. The Company has not received

such disclosure from any party.

2. Section (i) of article (12) concerning persons having legal capacity whom, as per the
Company’s Articles of Association, have the right to appoint their representatives to
the Board of Directors, bearing in mind that the Company’s statutes does not give

this right to anyone.

Participation of the Board members in Boards membership of other Joint Stock

Companies

1 Mr. Saad lbrahim Al-Moajel

2 Mr. Sami lbrahim Alessa (GOSI)

Mr. Abdullah Mohammad Joligem
Public Investment Fund Representative

4  Khalid Saleh Al-Rajhi

5  Mr. Abdul Mohsin Abdul Rahman Al- Sweilem

6  Mr. Abdulaziz Abdulkarim Al-Khereiji

7  Mr. Ali Saeed Al-Khuraimi

Eastern Area Cement Company (listed)
The Arabic Company for Pipes (listed)
Al Yamama for Steel Industries (listed)

None

None

None

Falcom for Financial Services (unlisted)
Packaging Materials Manufacturing Company
(FIBCO- listed)

Inventories and Supporting Services Company
(unlisted)

Al Nayfat for Finance (unlisted)

ACE Insurance Company (listed)

Saudi Pipes Company (unlisted)




Board of Directors Composition:

The Board of Directors is composed of the members listed below:

I e

1 Mr. Saad Ibrahim Al-Moajel Non- Executive Director

General Organisation for Social Insurances

(represented by Mr. Sami Ibrahim Alessa) Non-Executive Director

3 Public Investments Fund Non-Executive Director
(represented by Mr. Abdullah M. Joligem)

4 Mr. Khaled Saleh Al-Rajhi Non-Executive Director
5  Mr. Abdul Mohsin Abdul Rahman Al- Sweilem Independent
6  Mr. Abdulaziz Abdulkarim Al-Khereiji Independent

7  Mr. Ali Saeed Al-Khuraimi Non-Executive Director

The Board of Directors’ Committees
1. Executive Committee

The Executive Committee is composed of three (3) members elected by the Board of
Directors from the Directors. Their membership in the Committee expires at a date
determined by the Board of Directors, but they may be re-appointed to the Committee
for a similar term.

The Executive Committee’s responsibilities include the application of the Company’s
policies, monitoring its performance, approving projects & expenses within the terms
of reference, limits of authority and responsibilities as defined by the Board of Directors.
The Executive Committee must regularly provide minutes of meetings signed by the
Committee’s members and presented to the Board of Directors at its next Board meeting.

Current Executive Committee Members

1. Mr. Khalid Saleh Al-Rajhi Chairman
2. Mr. Abdullah Mohammad Joligem Member
3. Mr. Ali Saeed Al-Khuraimi Member

The Executive Committee held eight (8) meetings during 2014 with an attendance rate
of 100%.

2. Audit Committee:

The Audit Committee is composed of three members appointed by the Board of
Directors for a term not exceeding three (3) years and not less than one (1) year. They
too may be re-appointed for a similar term. Membership of the Committee ends on
the expiry dates of the membership of the Board of Directors. At least one of the Audit
Committee members must be specialized in financial and accounting affairs as per the
Audit Committee election rules approved by the Ordinary General Assembly held on
17/4/1994 and the Ordinary General Assembly held on 1/4/2007.



Saudi Ceramic Company

ANNUAL REPORT 2014 2 O 2 1

The Board of Directors appointed the current Audit Committee on 1 April 2013 as follows:

1. Mr. Aiman Saleh Al-Ghamdi Chairman
2. Mr. Sami lbrahim Alessa Member
3. Mr. Abdurrahman Al-Hammad Member

During 2014 the Audit Committee held six (6) meetings with an average attendance rate
of 94.4%.

The main duties of the Audit Committee are to ensure the adequacy and efficiency of
the internal control procedures, financial statement integrity and their validity as well as
recommend the selection of external auditors according to specific criteria, auditing of
the quarterly and annual financial statements before publication. Other duties include
review and comment on reports submitted by the internal and external auditors,
approval of any work not included in their routine scope of work or entrusted to them.
In addition, they are expected to express an opinion and provide recommendations
regarding the interim and annual financial statements to be presented to the Board of
Directors.

3. Nomination & Remuneration Committee

The Nominations and Remuneration Committee consists of not less than three (3)
members appointed by the Board for a period not exceeding three (3) years and not
less than one (1) year. The members may be re-appointed for a similar period, but their
membership ends with that of the Board.

The main duties and responsibilities of the Nominations and Remunerations Committee
are to recommend nominations to the membership of the Board of Directors in
accordance with the policies, standards and procedures required for nomination to the
membership, which were approved by the General Assembly on 1 April 2013. They are
also required to prepare descriptions of the competencies and qualifications required
for the membership of the Board, points of strength and weaknesses in the Board of
Directors, potential conflicts of interest and proposals to address them. The Nomination
and Remunerations Committee prepare policies regarding the compensation and
remuneration of the Company Directors and Senior Executives.




The Board of Directors appointed the current Nominations and Remuneration
Committee as follows:

1. Mr. Abdul Mohsin Al-Sweilem Chairman
2. Mr. Sami Alessa Member
3. Mr. Abdullaziz Al Khereiji Member

During 2014 the Nominations and Remuneration Committee held six (6) meetings with
an average attendance of 94.4%.

Remunerations, Salaries & Allowances:

Five of the Senior Executives
Non-Executive Executive who received remunera-

DB Board Members | Board Members | tions and compensation

including the CEO & CFO

Salaries & Compensations - - 3,313,000
Allowances 721,000 = 1,101,800
Periodical & Annual Remunerations 1,400,000 = 3,907,222
Incentive Plans = = 590,896
Other Benefits - -

Total 2,121,000 - 8,912,918
Penalties

During 2014 there were no financial penalties, fines or restrictions imposed on the
Company by any supervisory, regulatory or judicial authority.

Social responsibility and environmental preservation

As a result of the Company’s efforts to attract more Saudi nationals and in cooperation
with the Human Resource Fund and relevant governmental authorities, the percentage
of number of nationals employed by Saudi Ceramics in 2014 increased, at the time of
preparing this report, to 1037, which represents 25.4% as a percentage of the total
workforce.

The Company also contributed and participated in social projects such as the erection of
mosques, places of worship and Koranic Schools with the supply of required products, in
collaboration with the Mosques Care Committee. The Company made several notable
charity donations as well as sponsoring social development committees in various
regions.

In the area of education, the Company sponsored the International Education Exhibition
& Forum in Riyadh.

Saudi Ceramics routinely provides donations to many Kingdom-wide charities and
remains keen to participate in initiatives that contribute to development of the building
and construction sector and economic growth of Saudi Arabia. In this regard it has
again contributed by supporting the Riyadh Economic Forum.

The Company actively looks to preserve and maintain a clean working environment and
invests in advanced technologies it considers environmentally friendly for re-cycling
and transfer of raw materials.
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Annual Audit Results and Internal Control Effectiveness

A professional internal control system has been developed and its efficiency and
effectiveness reinforced through the following means:

1. Establishment of a specialized department called the “Internal Audit Department”.
2. Appointment of an Audit Committee reporting to the Board of Directors.

3. ThelInternal Audit department provides the Audit Committee with periodic reports,
which in turn forward them to the Board of Directors. The Internal Audit department
reviews and assesses the extent of efficiency and effectiveness of existing Internal
Control Systems, which are also periodically reviewed by the external auditors.

The Audit Committee is confident that this cycle ensures the effectiveness of the
internal control measures of the Company and there are no major observations
requiring attention.

The External Auditor

Based on a recommendation from the Audit Committee, the General Assembly of
Shareholders of the Company, held on 8/4/2014 has appointed Dr. Mohamed Alomari &
Co to replace Price Waterhouse Coopers to audit the Company’s 2014 accounts.

Dividend Distribution 2014

The Company’s net profits for the year 2014 amounted to SAR 310,222,000 which the
Board suggests to be distributed as follows:

310,222 Net Profit after Zakat

6,797 Less: transferred as statutory reserves

303,425

25,000 Less: Initial shareholder stake or 5% of the paid in capital (half riyal per share).

278,425

1,400 Less: Board of Directors Remuneration

277,025

961,697 Plus profits carried forward from 2013.

1,238,722

75,000 Less: addition shareholder dividend

1,163,722

125,000 Less: transfer to increase capital

1,038,722 Carried forward Balance.




The Board of Directors Propose the following
1.
2.
3.

Approval of the Board of Directors’ Report for 2014.
Ratification of the Financial Statements of the Company for 2014.

Approval of the proposed dividend distribution to shareholders equivalent to 20%
of paid up capital (after increase), which is SAR 500,000,000 at a rate of two (2) Riyals
per share. Entitlement of dividends will be to shareholders as at the close of business
of the Annual General Assembly.

Discharge the Board of Director from their responsibilities for managing the
Company during 2014.

Approve the deal with the Natural Gas Distribution for 2015, noting there are no
special conditions despite the fact the Company has share capital in NGD.

Approve the deal with Ceramic Pipe Co. noting there are no special conditions
despite the fact the Company has share capital in CPC.

Appoint an External Auditor from those nominated by the Audit Committee to
audit the financial statements for the fiscal year 2015, and the quarterly financial
statements as well as determination of its professional fees.

Approve payment of SAR 1.4 million as remuneration to the Directors at two hundred
thousand Riyals (SAR 200,000) for each Board of Director member for 2014.

The Board of Directors would like to take this opportunity to thank you for attending this
meeting. It also extends its sincere thanks to the Custodian of The Two Holly Mosques
and Crown Prince for their support and encouragement.

The Board of Directors also expresses its gratitude to the Company’s Management and
its personnel for their efforts which led to the achievement of these strong results. Our
gratitude is also extended to the Company’s customers for their continuous confidence
and support.

Peace and Blessings of Allah be upon you.

THE BOARD OF DIRECTORS
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INDEPENDENT AUDITOR’S REPORT

To: THE SHAREHOLDERS OF
SAUDI CERAMIC COMPANY

Riyadh, Saudi Arabia

Scope of Audit:

We have audited the accompanying balance sheet of Saudi Ceramic Company, “a Saudi Joint Stock
Company” as of December 31, 2014 and the related statements of income, cash flows and changes in
shareholders” equity for the year then ended including the related notes from 1 to 23. These financial
statements are the responsibility of the Company’s management and have been prepared by them in
accordance with the provisions of the Regulations for Companies and presented to us together with
all the information and explanations which we required. Our responsibility is to express an opinion
on these financial statements based on our audit.

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

Opinion:
In our opinion, the accompanying financial statements, taken as a whole:

- present fairly, in all material respects, the financial position of Saudi Ceramic Company as of
December 31, 2014 and the results of its operations, cash flows and changes in shareholders’ equity
for the year then ended in conformity with generally accepted accounting principles in the Kingdom
of Saudi Arabia.

- comply with the requirements of the Regulations for Companies and the Company's Articles of

Association with respect to the preparation and presentation of financial statements.
For Dr. Mohamed Al-Amri & Co.
Gihad Al-Amri i Rabi Al-Thani 29, 1436 H

Certified Public Accountant February 18, 2015 G
Registration No. 362

Partners: Dr. Mohamed Al-Amri (60), Jamal M. Al-Amri (331), Gihad M. Al-Amri {362)

@ leddah: Tel. 6394477, Fax: 6394058 @ Dammam: Tel. 8344311, Fax: 8338553, www.alamri.com

Dr. Mohamed Al-Amri & Co., a Saudi Professional Company registered under licence na. 323/11/66, is as member of BDO International Limited, a UK company
limited by guarantee, and forms part of the international BDO network of independent member firms.
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SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

BALANCE SHEET

As of December 31,

2014 2013
ASSETS SR'000 SR'000

Current assets

Cash and cash equivalents 3 70,443 42,119
Accounts receivable, net 4 179,760 147,548
Inventories, net 5 668,949 609,591
Prepayments and other receivables 6 112,613 123,093
Total current assets 1,031,765 922,351
Non-current assets

Investments and financial assets 7 105,774 77,835
Projects under construction 8 471,078 446,116
Property, plant and equipment, net 9 1,408,871 1,359,486
Total non-current assets 1,985,723 1,883,437
Total assets 3,017,488 2,805,788
LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities

Short term loans 10 20,000 215,000
Current portion of long term loans 13 299,408 237,368
Accounts payable 248,535 259,686
Accruals and other liabilities 11 79,743 76,377
Provision for zakat 12 15,145 14,428
Total current liabilities 662,831 802,859
Non-current liabilities

Long term loans 13 567,121 421,480
Employees’ end of service benefits 71,841 60,273
Total non-current liabilities 638,962 481,753
Total liabilities 1,301,793 1,284,612
Shareholders’ equity

Share capital 1 375,000 375,000
Statutory reserve 187,500 180,703
Retained earnings 1,151,222 961,697
Unrealized gain from available-for-sale securities 2,748 4,654
Net changes in fair value of cash flow hedges (775) (878)
Total shareholders’ equity 1,715,695 1,521,176
Total liabilities and shareholders’ equity 3,017,488 2,805,788

The accompanying notes 1 through 23 form an integral part of these financial statements




SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

STATEMENT OF INCOME

For the Year Ended December 31,

2014 2013
SR’000 SR’000

Net sales 1,621,351 1,600,550
Cost of sales (1,057,387) (1,021,494)
Gross Income 563,964 579,056
Selling and marketing expenses 14 (200,873) (170,646)
General and administrative expenses 15 (82,382) (77,348)
Income from main operations 280,709 331,062
Finance costs (8,688) (12,148)
Other revenues (expenses), net 16 46,430 (748)
Net income before Zakat 318,451 318,166
Zakat provision 12 (8,229) (8,723)
Net income 310,222 309,443

Earnings (loss) per share in Saudi Riyal from:

Main operations 7.49 8.83
Other operations 0.78 (0.58)
Net income 8.27 8.25

The accompanying notes 1 through 23 form an integral part of these financial statements
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SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

STATEMENT OF CASH FLOWS

For the Year Ended December 31,

. Co 2014 2013
Cash flows from operating activities: SR’000 SR’000

Net income before zakat 318,451 318,166

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

Provision for doubtful debts 6,238 (57)
Provision for slow moving and obsolete items 1,300 6,730
Loss from associate 6,862 3,824
Depreciation 160,121 140,438
Gain from sale of property, plant and equipment (25,944) (1,325)
Employees’ end of service benefit provision 15,657 14,725
(Increase) Decrease in operating assets:

Accounts receivable (31,650) (15,774)
Inventories (54,096) (18,222)
Release of provision for slow moving and obsolete items (6,803) -
Prepayments and other receivables 19,231 (16,995)
Increase (Decrease) in operating liabilities:

Accounts payable (11,151) 59,067
Accruals and other liabilities 2,679 2,775
Cash from operations 400,895 493,352
Employees’ end of service benefits paid (4,089) (6,072)
Zakat paid (7,512) (5,544)
Net cash provided by operating activities 389,294 481,736
Cash flows from investing activities:

Dividends received from associate company 793 991
Additions to investments and financial assets (37,500) -
Additions to property, plant, equipment and projects (238,589) (375,625)
Proceeds from sale of property, plant and equipment 14,755 2,719
Net cash used in investing activities (260,541) (371,915)
Cash flows from financing activities:

Net (repayments) proceeds of short-term loans (195,000) 118,904
Net proceeds (repayments) of long-term loans 207,681 (148,770)
Dividends paid (113,110) (95,219)
Net cash used in financing activities (100,429) (125,085)
Netincrease (decrease)in cash and cash equivalents 28,324 (15,264)
Cash and cash equivalents at the beginning of the year 42,119 57,383
Cash and cash equivalents at the end of the year 70,443 42,119
Non-cash transactions:

Loss (Gain) from revaluation of available for sale securities 1,906 (1,930)
Dividends unpaid 792 -
Net changes in fair value of cash flow hedges (103) 878
Project under construction transferred to property 172,589 140,561

Uncollected portion from sale of property 15,310 -

The accompanying notes 1 through 23 form an integral part of these financial statements




SAUDI CERAMIC COMPANY

(A Saudi Joint Stock Company)

STATEMENT OF CHANGES IN SHAREHOLDER'’S EQUITY
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SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

1. ORGANIZATION AND ACTIVITY
Saudi Ceramic Company, (“the Company”) is a Saudi Joint Stock Company established
by Royal Decree No. (M/16) on Rabi Thani 25, 1397H (corresponding to April 14, 1977G),
registered in the Kingdom of Saudi Arabia under Commercial Registration No. 1010014590
issued in Riyadh on Safar 15, 1398H (corresponding to January 24, 1978G).

The Company is engaged in the production and sale of ceramic products, water heaters
and their components. The Company is also involved in the import of related machinery,
equipment and other accessories.

These financial statements include the assets, liabilities and the financial results of the
Company and its branch (Desert Mines) under Commercial Registration No. 1010277510
issued in Riyadh on Dhul Hijjah 21, 1430H (Corresponding to December 8, 2009G) which
is engaged in the production of silica sand, zircon powder, dolomite, feldspar and other
materials, which are raw materials for the Company’s production.

The authorized and fully paid-up capital of the Company is SR 375 million, divided into 37.5
million shares of SR 10 each. The Board of Directors in its meeting dated December 29, 2014
recommend increasing the capital from SR 375 million to SR 500 million by issuing 12.5
million shares amounting to SR 125 million.

The financial year of the Company commences on January 1 and ends on December 31 of
each calendar year.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accompanying financial statements have been prepared under the historical cost
convention (except for investments in associates and investments in available for-sale
securities which are recorded as per the accounting policies noted below) on the accrual
basis of accounting, in accordance with generally accepted accounting principles applicable
in the Kingdom of Saudi Arabia. Significant accounting policies adopted in the preparation
of these financial statements are summarized below:

Accounting Estimates

The preparation of financial statements in accordance with generally accepted accounting
principles requires the use of estimates and judgments which might affect the valuation
of recorded assets, liabilities and the disclosure of contingencies at the balance sheet date.
Although these estimates are based on the best information available to management at
the date of issuing these financial statements, the actual end results might differ from those
estimates.

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, balances and deposits with banks, and
other highly liquid investments with maturities of 90 days or less from their purchase date.



SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

Accounts Receivable
Accounts receivable is stated net of provisions. Provision is made for accounts receivable
where recovery is considered doubtful based on the Company’s approved policy.

Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined on a
weighted average cost basis. Cost of finished goods and work in process includes cost of
materials, labor and an appropriate proportion of indirect overheads. Provisions for slow-
moving and obsolete inventory are estimated according to company’s approved policy.

Inventory items that are considered an integral part of the machinery and equipment, such
as strategic and stand-by spare parts are included in property, plant and equipment.

Investments in Associates

Investments in associates where the Company has significant influence over the investee’s
financial and operation policies, or where the Company has a long-term investment
between 20% and 50% of the equity, is accounted for using the equity method. Under the
equity method, the investment is stated initially at cost and adjusted thereafter for the post-
acquisition changes in the net assets of the associate. The Company'’s share of profit in the
associate company is recognized in the statement of income.

Investments in Financial Instruments

Investments in available for sale securities, which are neither held to maturity nor for
trading, are valued at fair value and are classified as non-current assets, unless the intention
is to sell them in the following year. Unrealized profit or loss resulting from Changes in the
fair value of available for sale securities are taken to shareholders’ equity as a separate item.
Permanent impairment, if any, of such investment is recognized directly in the statement
of income. Revenues from such investments are recognized when declared. Fair value is
determined by reference to the market value when an active trading market is available;
if no active market is available, cost is considered the best substitute to fair value. Realized
profit or loss resulting from sale of available for sale securities are recognized in the period
incurred in addition to reconciliation of any unrealized profit or loss previously recognized.
Cash dividends resulting from these securities are recognized in the statement of income
when approved.

Property, Plant and Equipment

Property, plantand equipment are stated at cost less accumulated depreciation. Expenditure
on maintenance and repairs is expensed, while expenditure for betterment is capitalized.
Depreciation is provided over the estimated useful lives of the applicable assets using
the straight line method. Leasehold improvements are amortized over the shorter of the
estimated useful life or the remaining term of the lease. Assets sold or otherwise disposed
of and the related accumulated depreciation are removed from the accounts at the time of
disposal and the related gain or loss is recognized in the statement of income. The estimated
operational useful lives are as follows:
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SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

Years

Buildings 10 -33.33

Machinery, equipment and spare parts 10 -125

Vehicles and transportation equipments 4 -6.66

Furniture and fixtures 6.66-10

Leasehold improvements 4 or the remaining term of the lease

Capitalization of Financing Costs

The net financing cost of the Company’s borrowings is capitalized on qualified projects
which require a substantial period of time to construct. Finance costs are computed by
applying the capitalization rate to the average amounts spent on the projects during the
period.

Employees’ End of Service Benefits
Employees’end of service benefits are provided for based on Saudi Arabian Labour Law and
according to the employees’ service duration.

Zakat

Zakat is accrued for and payable in accordance with the regulations of the Department
of Zakat and Income Tax in Kingdom of Saudi Arabia. Adjustments arising from final zakat
assessments, if any, are recorded in the year in which such assessments are made.

Revenue Recognition
Revenues from sales are recorded when goods are delivered and invoiced.

Expenses

Sales and marketing expenses represent salaries and wages of the sales and distribution
employees, marketing campaigns, sales costs and similar expenses. All other expenses not
related to production or sales are classified as general and administrative expenses. Shared
expenses are allocated between selling and general expenses using a consistent basis.

Statutory Reserve

In accordance with the Regulations for Companies and the Companys'Articles of Association,
the Company has established a statutory reserve by the appropriation of 10% of annual net
income. Since the balance of this reserve reached 50% of the paid up capital the Company
decided to discontinue the reserve. This reserve is not available for dividend distribution.

Impairment of Non-Current Assets

At each balance sheet date, the carrying amounts of non-current assets are reviewed to
determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the assets is estimated in order
to determine the extent of the impairment loss. Where it is not possible to estimate the
recoverable amount of an individual asset, the Company estimates the recoverable amount
of the cash generating unit to which the asset belongs.



SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

If the recoverable amount of an asset or cash-generating unit is estimated to be less than
its carrying amount, the carrying amount of the asset or cash-generating unit is reduced to
its recoverable amount. Impairment loss is recognized as an expense in the statement of
income immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-
generating unit is increased to the revised estimate of its recoverable amount, but the
increased carrying amount does not exceed the carrying amount that would have been
determined, had no impairment loss been recognized for the asset or cash-generating unit
in prior years. A reversal of an impairment loss is recognized as income immediately in the
statement of income.

Foreign Currency Translation

The Company maintains its accounts in Saudi Riyals, Foreign currency transactions are
translated into Saudi Riyals at the rates of exchange prevailing at the time of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date
are translated into Saudi Riyals at the exchange rates prevailing at that date. Gains and
losses from settlement and translation of foreign currency transactions are included in the
statement of income.

Earnings per Share
Earnings per share is calculated using the weighted average number of shares outstanding
during the period. All shares of the Company are nominal shares.

Derivative Financial Instruments

The derivative financial instruments are recognized at fair value. All financial derivatives are
carried at fair value and classified as assets when the fair value is positive, and as liabilities
when the fair value is negative. When using derivative financial instruments to hedge
risks of cash flows related to certain obligations or expected transactions. The effective
portion of gains or losses arising from the derivative financial instruments is directly taken
to shareholders’ equity. The ineffective portion of gains or losses is taken to the income
statement. Any gains or losses that may arise after the recognition of the financial instrument
value are being recognized. If the hedging instrument expired and hedged transactions
are still probable to occur, gains and losses are retained in the shareholder’s equity, and
recognized in accordance with the above policy when the hedging transaction occurs. If
such transaction is not probable, accumulated gains or losses, which are already recognized
in shareholders’ equity, are taken to the income statement.

As of December 31,
2014 2013
3. CASH AND CASH EQUIVALENTS SR’000 SR’000
Cash on hand 2,013 1,708
Cash at banks 68,430 40,411

70,443 42,119
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As of December 31,
4, ACCOUNTS RECEIVABLE, NET sfz(')(}go
Trade accounts receivable (covered) 133,802 101,441
Trade accounts receivable (uncovered) 48,463 49,174
182,265 150,615
Provision for doubtful debts (2,505) (3,067)
179,760 147,548

Movement in provision for doubtful debts is summarized as follows:

2014 2013
SR’000 SR’000
Balance beginning of the year 3,067 2,543
Additions for the year 58 524
Disposal for the year (620) -
2,505 3,067
5. INVENTORIES, NET sﬁ?(;:o
Finished goods 326,231 235,003
Work in process 50,239 29,957
Raw materials 200,464 244,778
Purchased goods for resale 27,933 22,393
Spare parts 88,029 106,910
692,896 639,041
Provision for slow moving and obsolete items (23,947) (29,450)
668,949 609,591

Movement in provision for slow moving and obsolete items is summarized as follows:

2014 2013
SR’000 SR’000

Balance beginning of the year 29,450 22,720
Additions for the year 1,300 6,730
Disposal for the year (6,803) -

23,947 29,450




SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

As of December 31,

2014 2013
6. PREPAYMENTS AND OTHER RECEIVABLE SR’000 SR’000

Prepaid expenses 13,467 16,785
Refundable deposits 28,023 22,584
Employees’advances 1,710 1,777
Advance payments to suppliers 81,687 85,739
Others 145 1,827

125,032 128,712
Provision for doubtful debts (12,419) (5,619)

112,613 123,093

As of December 31,

2014 2013
7. INVESTMENTS AND FINANCIAL ASSETS SR’000 SR’000

Investments in Associates

Natural Gas Distribution Company (7A) 8,367 8,308
Ceramic Pipes Company (7B) 89,254 59,468
Ceramic Investment Company (7C) 475 475

98,096 68,251

Investments in Available for Sale Securities

Gulf Real Estate Company 4,200 4,200
Yanbu National Petrochemical (YANSAB) 3,478 5,384
7,678 9,584

105,774 77,835
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

Investments in Associates

7A. The Company holds 15.87% of the share capital of Natural Gas Distribution Company, “a
Closed Joint stock Company”amounting to SR 25 million. The main activity of the associate
is to purchase and distribute gas to the factories in the Second Industrial City in Riyadh.
The investment is accounted for using the equity method based on the Company having
significant influence over the investee by major representation on the board of directors.

7B. The Company holds 50% of the share capital of Ceramic Pipes Company,“a Closed Joint Stock
Company” The main activity of the associate is manufacturing of clay pipes. The authorized
and fully subscribed share capital of Ceramic Pipes Company is SR 193 million. During 2014
the board of directors of the associate decided to decrease its capital from SR 150 million to
SR 118 million by cancelling shares equivalent to SR 32 million accumulated losses, then the
board decided to increase the capital from SR 118 million to SR 193 million, the company
share in it is SR 96.5 million. This investment is accounted for using equity method. The
company board of directors recommended in it is meeting dated 29/12/2014 to purchase
the shares of other shareholders in the associate, memorandum of understanding to be
prepared and presented to the assembly general next meeting as per the regulations.

7C. During 2011, Ceramic Investment Company was established as a limited liability company
in association with Ceramic Pipes Company (associate company). The paid up capital
amounted to SR 500,000. The Company’s share is SR 475,000 (95%) paid in full. It is engaged
in the services of import, export, marketing to others, wholesale and retail in pipes and

construction materials.
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SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

As of December 31,

2014 2013
8. PROJECTS UNDER CONSTRUCTION SR’000 SR’000

Tiles plant expansion 98,041 196,579
Sanitaryware plant expansion 151,989 111,872
Red Bricks project 129,217 81,483
Water heaters plant expansion 27,785 8,288
Desert Mines Project 17,122 16,290
Others 46,924 31,604

471,078 446,116

Financing costs capitalized on projects under construction during the year amounted to SR 11.3
million (2013: SR 13.94 million).

9. PROPERTY, PLANT AND EQUIPMENT, NET

Furniture Vehicle &
and Transportation

Machinery,

Land Buildings || Equipment ol ol Total

Improvements SR'000

SR'000 SR'000 and Spare Fixtures Equipment SR'000
Parts SR'000 [§  SR'000 SR'000

Cost

AtJanuary 1,2014 150,513 731,763 1,548,183 66,165 83,136 17,643 2,597,403
Additions 11,780 523 12,993 4,514 12,661 - £2,4N
Transfers - 24,907 146,489 - - 93 171,489
Disposals (2,409) (6,925) - - (8,624) (49) (18,007)
At December 31,2014 159,884 750,268 1,707,665 70,679 87,173 17,687 2,793,356

Accumulated Depreciation

At January 1,2014 - (3782200 (742,557)  (42,011) (59,802) (15327)  (1,237,917)
Charge for the year - (29,982)  (111,082) (7,783) (11,039) (235)  (160,121)
Disposals - 4,886 - - 8,618 49 13,553
At December 31,2014 = (403,316)  (853,639)  (49,794) (62,223) (15,513)  (1,384,485)
Net Book Value

S D
December 31,2013 150,513 353,543 805,626 24,154 23,334 2316 1,359,486

All plant assets are pledged to the Saudi Industrial Development Fund (SIDF) against the loan
provided to the Company. Certain buildings owned by the Company are built on land leased
from the Government for a period between 10 to 30 years at nominal values and are renewable
for similar periods.
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(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

10. SHORT TERM LOANS

Short term loans represent the Islamic Murabaha loans offered to the Company by local
commercial banks in accordance with agreed rates guaranteed by promissory notes in
favour of the banks for the loan values.

As of December 31,

11. ACCRUALS AND OTHER LIABILITIES SR'a00 saa0n
Employee accruals 40,167 34,693
Accrued expenses 17,062 16,899
Customer advances 17,382 20,340
Dividends payable 4,357 3,567
Provision for changes in fair value of cash flow hedges 775 878

79,743 76,377

For the Year Ended December 31,

2014 2013
12. ZAKAT PROVISION SR’000 SR’000

Zakat base comprises the following:

Shareholders’ equity 1,410,607 1,207,957
Net adjusted income 318,451 318,166
Additions 971,740 762,449
Deductions (2,078,752) (1,990,346)

622,046 298,226

Changes in Zakat provision are as follows:

Balance at the beginning of the year 14,428 11,249

Payments made during the year (7,512) (5,544)

Provision for the year 8,229 8,723

Balance at the end of the year 15,145 14,428
Zakat Status

The Company has submitted its zakat returns and financial statements and accordingly paid
the zakat due and obtained the zakat certificate up to the year 2013.



SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

As of December 31,

13. LONGTERM LOANS sfz(')(}go
Loans from Saudi Industrial Development Fund (13a) 201,591 184,340
Loans from local banks (13b) 664,938 474,508
Total loans 866,529 658,848
Less: current portion

Loans from Saudi Industrial Development Fund (60,720) (52,320)
Loans from local banks (238,688) (185,048)
Total current portion (299,408) (237,368)
Total non-current portion 567,121 421,480

13a) Saudi Industrial Development Fund (SIDF) Loans
The Company obtained loans from SIDF to finance its expansions in ceramic and porcelain
tiles, sanitaryware, electrical water heaters plants, and red bricks project, pledging all those
plants’fixed assets. The agreements with SIDF include terms related to financial ratios.

The loans are payable in unequal semi annual instalments commencing on Rabi Thani
15, 1433H, corresponding to March 8, 2012G, and ending on Rabi Thani 15, 1440H,
corresponding to December 23, 2018.

During 2014, new agreements with SIDF were signed with total amount SR 190 million,
payable on unequal semi annual instalments started on 15/10/1435H, corresponding to
11/8/2014G and ending 15/04/1444H, corresponding to 09/11/2022G.

The total SIDF available and un-utilized facility as at December 31, 2014 amounted to SR
121 million. The due date for utilizing the remaining amounts of the facility is 29/12/1436H,
corresponding to 12/10/2015G.

The movements in SIDF loans during the year ended December 31, were as follows:

2014 2013
SR’000 SR’000

Balance at the beginning of the year 184,340 227,345
Loans received during the year 69,571 7,320
Settlements made during the year (52,320) (50,325)

Balance at the end of the year 201,591 184,340
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13b) Local Banks Loans
The Company obtained long-term Islamic Murabaha loan facilities from local commercial
banks for a total amount of SR 1,002 million for the purpose of financing the expansion of
its plants. The bank facilities are guaranteed by promissory notes in favour of the banks. The
loans charges are determined based on the Murabaha agreement and the loans repayments
will be made on unequal semi annual instalments which commenced 31/12/2012 and will
endon 01/10/2018.The movementsin local banks loans during the year ended December 31,

2014 2013
SR’000 SR’000

were as follows:

Balance at the beginning of the year 474,508 556,369
Loans received during the year 400,000 150,000
Settlements made during the year (209,570) (231,861)
Balance at the end of the year 664,938 474,508

For the Year Ended December 31,

2014 2013
14. SELLING AND MARKETING EXPENSES SR’000 SR’000

Salaries, wages and related costs 75,300 65,322
Freight and transportation charges 85,078 70,163
Advertising 10,006 8,630
Depreciation 11,143 9,945
Rent 9,007 6,424
Repairs and maintenance 2,909 2,824
Communications and fees 4,930 4,282
Insurance and travel 1,968 1,590
Consumable materials and supplies - 434
Others 532 1,032

200,873 170,646



SAUDI CERAMIC COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

For the Year Ended December 31,

2014 2013
15. GENERAL AND ADMINISTRATIVE EXPENSES SR’000 SR’000

Salaries, wages and related costs 59,676 53,374
Depreciation 7,828 7,403
Repairs and maintenance 7,915 3,864
Communications and fees 1,649 1,379
Consumable materials and supplies 2,528 2,312
Insurance and travel 1,111 929
Others 1,675 8,087

82,382 77,348

The expenses and meetings’ attendance allowances for the board of directors and other
committees of the board amounted to SR 721,000 during the year (2013: SR 708,000).

For the Year Ended December 31,

2014 2013
16. OTHER REVENUES AND EXPENSES, NET SR’000 SR’000

Loss from associates, net (6,570) (3,824)
Currency Differences 2,687 (4,887)
Gain from property sales 25,944 -

Revenues from scrap sales 17,743 4,673
Rent 2,938 2,934
Others, net 3,688 356

46,430 (748)
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17.

RELATED PARTIES

The Company in its ordinary course of business deals with some of its related parties. The
Company purchases gas from its associate Company, Natural Gas Distribution Co, and sell
its products to Ceramic Pipes Company. Transactions with related parties are executed with
terms similar to those who are not related. The details of transactions and balances of related
parties during 2014 were as follows:

Balance

Balance Transaction Payments

Transaction 1/1/2014 Value and Receipts

SR'000 SR'000 SR'000

31/12/2014

Type SR'000

Natural Gas Company Purchases 1,816 22,294 (22,175) 1,935

Ceramic Pipes Company Various (1,060) (6,281) (47) (7,388)

18.

19.

CONTINGENT LIABILITIES AND COMMITMENTS

The Company has obtained bank facilities in the form of letters of guarantee and letters
of credit from local banks amounting to SR 78 million as of 31 December 2014 (2013:
SR 164 million). The letters of credit include an amount of SR 33 million (2013: SR 118 million)
relating to capital commitments for the supply of machinery and equipment for the plants
expansion projects.

The Company has guaranteed a portion of the Saudi Industrial Development Fund loan to
Ceramic Pipes Company (associate company) equivalent to its portion in the share capital
of that company for the amount of SR 41 million (2013: SR 51 million). Additionally, the
Company guarantees portion of the Saudi Investment Bank loan to the associate company
equivalent to the portion in the share capital of that company for the amount of SR 50
million (2013: SR 55 million). Additionally the Company guarantees portion of the Saudi
British Bank loan to the associate company equivalent to the portion in the share capital of
that company for the amount not exceeding SR 10 million (2013: SR 10 million).

SEGMENTAL INFORMATION

A segment is a major component of a business that sells/provides certain services (business
segment) or sells/provides services in a particular economic environment (geographical
segment) and its profits and losses are different from those of other business segments.
The Company follows the business segment as a base for reporting its segment information
which is consistent with its internal reporting purposes. The Company is developing a
system which will provide detailed segment activity information.

The main segments of the Company are ceramic tiles sanitaryware, and water heaters. Since
the Desert Mines (Company'’s branch) segment is immaterial, it is considered as a part of the
ceramic tiles and sanitaryware segment. Information related to each segment is as follows:

42
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2014

CeramicTiles Water

And Sanitary Heaters
Ware SR’000 SR’000

For the year ended December 31, 2014:

Total assets 2,724,999 292,489 3,017,488
Total liabilities 1,213,125 88,668 1,301,793
Net Sales 1,289,815 331,536 1,621,351
Gross income 474,373 89,591 563,964
Net income 269,521 40,701 310,222

For the year ended December 31, 2013:

Total assets 2,519,994 285,794 2,805,788
Total liabilities 1,189,291 95,321 1,284,612
Net Sales 1,277,685 322,865 1,600,550
Gross income 497,310 81,746 579,056
Net income 269,763 39,680 309,443

20. FINANCIAL INSTRUMENTS AND RISKS MANAGEMENT

Commission rate risks

Commission rate risks are the exposures to various risks associated with the effect of
fluctuations in the prevailing commission rates on the Company’s financial position
and cash flows. The Company is subject to the risk of fluctuating commission rates on
its liabilities bank loans and facilities that carry commission. The Company is working on
minimizing the risks on commission rates through monitoring the expected fluctuations
in the commission rates and takes safety measures when needed, it participates in short-
term agreements with one of the local commercial banks to fix commission rates (the
outstanding agreement at the date of these financial statements is SR 470 million, valid
until June 7, 2017). The management believes the risks associated with commission rates
fluctuations are immaterial.

Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet
commitments associated with financial instruments. Liquidity risk may result from the
inability to sell a financial asset quickly at an amount close to its fair value.

The Company’s liquidity risk arises from the short-term loans, the current part of long-term
loans, accounts payable, notes payable, and other liabilities. The Company limits liquidity
risks through having bank facilities available and ensuring settlement of payable and
receivables on due date.
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21.

22,

23.

Credit risk

Credit risk is the risk that one party will fail to discharge an obligation and will cause the
other party to incur a financial loss. For the Company, financial assets that are subject to this
risk include cash in banks and customers’ balances. The Company deposits its funds in banks
with a high grade of confidence and high credit. The management does not expect any risk
from the banks’ deposits. For the accounts receivable the management does not expect
high risks from these balances as the Company has a wide base of customers who belong
to several commercial and industrial sectors. The management also receives adequate
guarantee from its customers and regularly monitors and evaluates its outstanding.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes
in foreign exchange rates. Management does not expect any risk in the US Dollar operations
since the exchange rate of the US Dollar is fixed against the Saudi Riyal. The management
monitors fluctuations in foreign currency exchange rates and believes that the Company is
not significantly vulnerable to exchange rate changes.

Fair value of financial instruments

Fair value is the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arm’s length transaction. The financial assets
of the Company consist of cash and cash equivalents, accounts receivable and other assets
while the financial liabilities are consist of loans, accounts payable, notes payable and other
liabilities. Management does not believe that the fair values of the Company’s financial
instruments differ materially from their carrying values.

PROPOSED DIVIDENDS

The assembly general, in their meeting held on 8/4/2014G, approved cash dividends to the
shareholders for the year 2013 amounting to SR 112.5 million, which is SR 3.5 for each share
and SR 1.4 Million as remuneration for board of directors. The board of directors, in their
meeting on December 29, 2014, proposed cash dividends to the shareholders for the year
2014 amounting to SR 100 million which is SR 2 for each share as representing 20% of share
par value (The cash dividend proposal includes the share dividends).

COMPARATIVE FIGURES
Certain amounts in the comparative statements have been reclassified to conform to the
current year presentation.

APPROVAL OF FINANCIAL STATEMENTS
The board of directors approved these financial statements on Rabi Al-Thani 29, 1436H,
corresponding to February 18, 2015G.

44
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