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Independent auditors’ review report

To the shareholders of L’azurde Group for Jewelry and Its Subsidiaries
(A Saudi Joint Stock Group)
Riyadh, Saudi Arabia

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position
of L’azurde Company for Jewelry and Its Subsidiaries (a Saudi joint stock Company) (“the
Group”) as of 30 June 2017 and the related interim condensed consolidated statements of profit or
loss, comprehensive income, changes in equity, and cash flows for the six months period then ended
and the related notes (1) to (19) which form an integral part of these interim condensed financial
information. Management is responsible for the preparation and presentation of this interim
condensed financial information in accordance with International Accounting Standard (IAS) 34
‘Interim Financial Reporting’, as endorsed in the Kingdom of Saudi Arabia. Our responsibility is to
express a conclusion on this interim condensed financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity’, as
endorsed in the Kingdom of Saudi Arabia. A review of interim condensed financial information
consists of making inquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with International Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed financial information is not prepared, in all material respects, in
accordance with IAS 34, as endorsed in the Kingdom of Saudi Arabia.

Other Matters

The consolidated financial statements of the Group for the year ended 31 December 2016, on which
a predecessor auditor has issued an unqualified audit opinion dated 15 Jumad Thani 1438H
(corresponding to 14 March 2017G), prepared under Accounting Standards Generally Accepted in
the Kingdom of Saudi Arabia. However, as part of our review of the accompanying interim
condensed consolidated financial statements, we have performed certain procedures on the
adjustments to these comparative figures required for presentation under International Financial
Reporting Standards that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements that are issued by the Saudi Organization for Certified Public Accountants.
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
(UNAUDITED)

AS AT 30 JUNE 2017
30 June 31 December 1 January
2017 2016 2016
Notes  (Unsudited) (Audited) (Audited)
SAR SAR SAR
ASSETS
Non-Current Assets
Property and equipment 7 71,069,440 68,154,417 75,037,018
Intangible assets 504,212 583,019 160,588
Other non-current assets 894,248 787,822 846,614
Total Non-Current Assets 72,467,900 69,525,258 76,044,220
Current Assets
Inventories 714,529,944 805,705,663 975,644,876
Accounts receivable 643,404,037 424,993,112 389,908,346
Other current assets 28,865,058 29,318,704 35,734,225
Cash margin deposits 152,282,423 170,955,709 116,672,019
Cash and cash equivalents 34,660,325 38,518,470 173,438,279
Total Current Assets 1,573,741,787 1,469,491,658 1,601,397,745
TOTAL ASSETS 1,646,209,687 1,539,016,916 1,767,441,965
EQUITY AND LIABILITIES
Equity
Share capital 8 430,000,000 430,000,000 430,000,000
Statutory reserve 17,265,738 17,265,738 10,056,720
Retained eamings 134,990,741 131,129,053 90,126,001
Foreign currency translation reserve (176,774,095) (175,923,524) (38,891,595)
Total Equity 405,482 384 402,471,267 491,291,126
Liabilities
Non-Current Liabilities
Employees' end of service benefits 9 33,558,050 32,289,166 31,129,252
Deferred tax liability 558,537 557,998 991,046
Total Non-Current Liabilities 34,116,587 32,847,164 32,120,298
Current Lisbilities
Accounts payable and other current
liabilities 58,536,435 60,575,919 111,213,227
Short-term bank facilities 10 1,130,243,556 1,020,571,468 1,114,782,660
Zakat and income tax liability 17,830,725 22,551,098 18,034,654
Total Current Liabilities 1,206,610,716 1,103,698,485 1,244,030,541
Total Liabilities 1,240.727,303 1,136,545,649 1,276,150,839
TOT QUITY AND LIABILITIES 1,646,209,687 1,539,016,916 1,767,441,965
e A & - :—%\
il Selim Lhidiac Wassim M Al Khatt
Chief fficer Chief Exgtutive Officer Authorized Board Member

The annexed n | — 19 form an integral part of these Interim Condensed Consolidated Fi 1al St
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

(UNAUDITED)
FOR THE THREE éliD SIX MONTH PERIODS ENDED 30 JUNE 2017
Three mont criod ended Six months period ended
30 June 30 June 30 June 30 June
2017 2016 2017 2016
Notes (Unaudited) {Unaudited) {Unaudited) {Unaudiled)
SAR SAR SAR SAR

REVENUE
Gold 329,642,758 445,409,351 812,424,696  1,150,484,269
Operations 82,199,118 106,775,898 204,105,705 285,247,608

411,841,876 552,185,249 1,016,530,401 1,435,731,877
COST OF REVENUE
Gold (329,642,758) (473,540,084) (B12,424,696) (1,179,433,438)
Opcrations (30,569,577) (31,757,364) (78,326,130) {98,482 385)
GROSS PROFIT 51,629,541 40,487,801 125,779,575 157,816,054
OPERATING EXPENSES
Selling and marketing expenses (27,235,296) (24,916,097) (57,657,928) (75,197,938)
General and administration expenses (8,667,945 (10,460,332) (17,578,308) (24,632,040)
OPERATING INCOME 15,726,300 511372 50,543,339 57,986,076
OTHER INCOME / (EXPENSES)
Other income - net {1 {314,128) (1,091,990) 73,346 12,466,078
Finance charges net (7,800,920) (9,503.429) (16,008,877) (19,792,055)
NET PROFIT/ LOSS BEFORE
ZAKAT AND TAXES 7,611,252 (5,484,047) 34,607,808 50,660,099
Zakat 12 (1,204,671) (1,322,761) (5,652,219) (5,562,115)
Income tax 12 17323 (230,169) (543,676) (1,127,629)
NET PROFIT / (LOSS) FOR THE
PERIOD 6,423,904 (7,036,977) 28,411.913 43,970,355
NET PROFIT / (LOSS) FOR THE
PERIOD ATTRIBUTABLE TO
Equity holders of the parent 6,423,904 (7,036,977) 28,411,913 43,970,355
EARNINGS/ (LOSS) PER SHARE
Basic 13 0.15 (0.16) 0.66 1.02
Diluted 13 0.15 (0.16) 0.66 1.02

pman gamil

e B —0
Wassim M Al Khatib
Authorized Board Member

/ "
ifef Financidl Officer Chief Executive Officer

ffom 1 - 19 form an integral part of these Intennm Condensed Consolidated Fi | Stat
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE
INCOME (UNAUDITED)

FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

Three months period ended Six months period ended

30 June 30 June 30 June 30 June
2017 2016 2017 2016
(Unaudited) {Unaudited) {Unaudited) {Unaudited)
SAR SAR SAR SAR
NET PROFIT / (LOSS) FOR THE PERIOD 6,423,904 (7.036977) 28411913 43,970,355
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified subsequently to
profit or loss
Effect of re-measurement on employees® end of
service benefits (1,677,076) (689,972) (1,205,795) (5,907,630)
Items that will be reclassified subsequently to profit
or Loss
Exchange differences on translating foreign operations 2,163,694 269,116 (850,571) (27,580,220)
Other comprehensive income / (loss) for the period
—net of tax 486,618 (420,856) (2,056,366) (33,487,850)
TOTAL COMPREHENSIVE INCOME / (LOSS)
FOR THE PERIOD 6,910,522 (7.457,833) 26,355,547 10,482,505
TOTAL COMPREHENSIVE INCOME / (LOSS)
FOR THE PERIOD ATTRIBUTABLE TO
Equity holders of the parent 6,910,522 (7,457,833) 26,355,547 10,482,505

\

~Selim Lhidiac Wassim M Al Khatib
Chicf Financial]Officer Chief Exetutive Officer Authoerized Board Member

The annexed hotosf]

19 form an integral part of these Intenim Condensed Consolidated Financial S

4



SIUaWSITS [EIPUCUL] PAIEPIOSUO) PISUapuoD W] 35t Jo ued jeidsi ve twio) 61 ~ | Jdoyg s3jou pYauuR ET

J9quIapl pIEog PIZHOYINY
qQEEYY IV A WISSEAM

193130 2AUNIXT JAIYD
seipiy) Mijes

-

[uouEul] J91Y
uswii

FBET8H'SOP (se0'vLL'OLI) 1L°066'FER SELSOTLL 000'000'0£Y
“(oEr'ereE'ed) - “{oer'prre'e) - -
LYS'SSEIT (1£5'058) 811'907'LT - -
(99£°950°7) (1L5'0%8) (G6LS07'1) - -
CI6'TIH'8T - £16'1 1487 - -
LOTILY'TOY (vs'cze'sLt) £50'6Z1'IE1 8EL'S9TLL 000'000'0EV
{v6'z8S) (ocZ'100) {b90'18Y) - -
195'€S0°€0¥ (p67'TTB'SLI) LI1'019'IEL 8EL'SIT'LL 000'000'0EV
PI1'Lb9'8LY (S18°1.¥'99) 602'290°501 024'950°01 000'000°0EY
(L1g'oz1'e) - (L1ST9TI'ED) - -
S0S'T8Y01 (0T2'085'Le) STL'T90'8E - -
(0s8°L8Y'EE) (ocz'08s’LT) (0£9°L06°S) - -
SSE'0LE'EY - SSE'OLE'EY - -
9Z1'16¢ 16 (565'168'8€) 100'921'06 0TL'950'01 000'000'0EY
STS0LT - STS0LT - -
10902016V ($65°168'8¢) 9.4'558'68 0ZL'950°01 000'000°0EY
yvs UvS Hvs yVS Vs
el JAIISIY uopvisuLi |, saujuIsy ALY ende)
Aduasany) udiaaog paujey Aioinyels EELUTS

(@A.LIGNVNN) L10Z ANAC O0E LV ONVIVE
spuapiald

powsad 313 10 JuL0du} dAjsUaYIadiued [UI0L

pouad aty Joj swodu} dassuayardwod BN

potsad oy 10§ jord 19N

(paImIsay) L10T Arsauey | 38 aus(eg

(61 910u) sprepugig

Sunsoday jersueut ] jrUOHBWIARU] JO uopdope Jo yoedw]
(paypnv) L107 1enuer | ju 3dusjeg

7102 ANNF 0t G4qNd GOrdad SHINOW XIS

(QILIANVN 9107 ANNF 0€ LY FONVTIVEH
SpuspiAld

popaad ayy J0) awodu| aajsuIyIdwod |80 L

pouad ay 10§ AW0dUL IAISuAYsdWND IO

pousad ayy Jof yjoud 19N

(paImisay) 9107 Atenuer | 1z uciug

(61 20u) spaepusls

Jurodsy [erounuly [suonewa] yo uondope jo wedw
(paypny) 9107 Krcntep [ ju 2asjg

—————— s

9T0Z ANAT 0t AN AORTAd SHINOK XIS

L10Z ANNS 0€ AIANT AOTHAd SHINO XIS FHL 304
(@EALIANVNN ALINOA NI STONVHD 4O INTWILVLS ILVAITOSNOD GASNIANOD TATTALNK

(ANVJWOD MOO0LS LNIOS 1aNVS V)

SARIVIAISANS SLI ANY AUTIMAL O ANVAANOD IAANZV]



INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

(UNAUDITED)

FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2017

Notes

CASH FLOWS FROM OPERATING ACTIVITIES
Net profit before zakat and taxes

Adjustments to reconcile net profit before zakat

and taxes to net cash from operating activities:
Depreciation on property and equipment

Amortizalion of intangible assets

Provision for employees® end of service benefits 9
Provision for doubtfu! receivables

Finance charges

Gain on sale of property and equipment

Melting cost and charge for slow moving inventory
Foreign currency exchange differences - net

Operating income before changes in working capital
Net changes in working capital:

Accounts receivable

Inventories

Other current assets

Accounts payable and other current liabilities
Short-term gold facilities

Cash flows generated from operating activities
Employees' end of service benefits paid 9
Finance charges paid

Income taxes paid

Zakat paid

NET CASH USED IN OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property and equipment 7
Proceeds from sale of property and equipment

Purchase of intangible assels

Other non-current assets

NET CASH USED IN INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

Short-term back feilities

Cash margin deposits

Dividends paid 18
NET CASH GENERATED FROM / (USED) IN FINANCING
ACTIVITIES

NET CHANGE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of the period
Exchange differences on cash and equivalents

NTS AT END OF THE PERIOD

30 June 30 June
2017 2016
(Unaudited) (Unaudited)
SAR SAR
34,607,808 50,660,099
4,955,660 5,329,467
112,769 89,424
2,215,385 2,553,710
3,057,510 2,554,313
16,008,877 19,792,055
(169,183) (133,385)
3,585,870 5,489,920
(644,514) (11,979,744)
63,730,182 74,355,859
{221,652,976) (570,533,843)
87,606,361 131,693,531
1,411,698 3,127,140
(3,206,332) (6,681,900)
80,672,088 392,962,374
8,561,021 24,923,161
(2,152,884) (1,229,694)
(16,695,757) (19,460,713)
(661,862) (743,382)
(10,255,879) {12,869,911)
(21,205,361) (9,380,539
(9,055,250) (12,025,815)
380,623 2,287,308
(33,472) -
{106,426) (56,421)
(8,814,525) (9,794,928)
29,000,000 13,000,000
18,673,286 (50,114,806)
(21,500,000) {55,000,000)
26,173,286 (92.111,806)
(3,846,600) (111,287,273)
38,518,470 173,438,279
(11,545) (721,350)
34,660,325 61,429,656
—

Wassim M Al Khatib

Authorized Board Member
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

1. ORGANIZATION AND PRINCIPAL ACTIVITIES

L’azurde Company for Jewelry (the “Company”) is a Saudi Joint Stock Company registered in Riyadh,
Kingdom of Saudi Arabia under commercial registration numbered 1010221531 and dated 26 Jumad Thani
1427H (corresponding to 22 July 2006).

The Company and its subsidiaries (together referred to as the “Group”) are engaged in the production,
manufacturing, forming and forging golden wares, jewelry, precious stones and golden alloys in accordance
with the ministerial resolution numbered 1354/S and dated 21 April 2008 corresponding to 15 Rabi Thani
1429H. The Group’s other permissible activities include distribution of glasses, watches, accessories, pens,
perfumes, leather products and export of gold wares, alloys and silver.

The Group carries out its activities through various branches in the Kingdom of Saudi Arabia and Kuwait and
through subsidiaries in the Kingdom of Saudi Arabia, the United Arab Emirates, the Arab Republic of Egypt
and the State of Qatar. All these branches and subsidiaries are engaged in the trading of jewelry, gold and silver
products.

The Parent Company directly owns 100% share capital in each subsidiary except L’azurde Company for
Jewellery LLC (“LCJ Qatar”) in the State of Qatar. The direct ownership of the Parent Company in LCJ
Qatar is 49%, however, based on the agreement with the nominee shareholder of LCJ Qatar, the Parent
Company is entitled to 98% of the economic benefits of LCJ Qatar. The Ultimate Holding Company of the
Group is L’azurde Holding LLC based in the Kingdom of Saudi Arabia.

The Group carries out its activities through the following subsidiaries as set out below:

a) ORO Egypt Company (“ORO”)
ORO is a Joint Stock Company incorporated in the Arab Republic of Egypt under Commercial

Registration no. 7877 dated 27 January 2003. The principal activities of ORO are gold production
and trading.

b) L’azurde Company for Jewellery LLC (“LCJ Egypt”)
LCJ Egypt is a Limited Liability Company incorporated in the Arab Republic of Egypt under
Commercial Registration no. 14997 dated 08 June 2005. The principal activities of LCJ Egypt
are gold production and trading.

c) L’azurde Company for Jewelry LLC (“LCJ Dubai”)
LCJ Dubai is a Limited Liability Company incorporated in the United Arab Emirates (Dubai)
under Commercial Registration no. 620369 dated 10 November 2008. The principal activity of
LCJ Dubai is trading of gold items.

d) L’azurde Jewellery LLC (“LJ Abu Dhabi”)
LJ Abu Dhabi is a Limited Liability Company incorporated in the United Arab Emirates (Abu
Dhabi) under Commercial Registration no. 1060233 dated 19 October 2003. The principal
activity of LJ Abu Dhabi is trading of gold items.

e) L’azurde Company for Jewellery LLC (“LCJ Qatar”)
LCJ Qatar is a Limited Liability Company incorporated in the State of Qatar under Commercial
Registration no. 60716 dated 21 May 2013. The principal activity of LCJ Qatar is trading of
gold items.

f) Almujwharat Almasiah LLC (“AA”)
AA is a Limited Liability Company incorporated in the Kingdom of Saudi Arabia under
Commercial Registration no. 1010236734 dated 25 Rajab 1428H (corresponding to 8  August
2007). The principal activities of AA are trading of sunglasses and silver products.




L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

1. ORGANIZATION AND PRINCIPAL ACTIVITIES (continued)

g) Kenaz LLC (“Kenaz”)
Kenaz is a Limited Liability Company incorporated in the Kingdom of Saudi Arabia under
Commercial Registration no. 1010352574 dated 21 Dhul Qadah 1433H (corresponding to 6
October 2012). The principal activities of Kenaz are trading of watches and perfumes.

h) L’azurde Group for Gold and Jewellery DMCC (“L’azurde DMCC”)
L’azurde DMCC is a Limited Liability Company registered with Dubai Multi Commodities
Centre Authority, U.A.E under Trade License No. DMCC 108442 dated 26 February 2015. The
principal activity of L’azurde DMCC is trading of pearls, precious stones and gold jewellery.

2. STATEMENT OF COMPLIANCE

The interim condensed consolidated financial statements include interim condensed consolidated
statement of financial position, interim condensed consolidated statement of profit or loss, interim
condensed consolidated statement of comprehensive income, interim condensed consolidated statement of
changes in equity, interim condensed consolidated statement of cash flows, and notes to the interim
condensed consolidated financial statements. These interim condensed consolidated financial statements
have been prepared in accordance with International Accounting Standard 34 ‘Interim Financial Reporting as
endorsed in Kingdom of Saudi Arabia. These interim condensed consolidated financial statements are the
Group’s first interim condensed financial statements prepared in accordance with International Financial
Reporting Standards (“IFRS”) endorsed by Saudi Organization for Certified Public Accountants
("SOCPA™) and other standards and pronouncements issued by SOCPA. The Group’s date of transition to
IFRS is 1 January 2016. The requirements of IFRS 1 “First-time Adoption of International Financial
Reporting Standards” have been applied in preparing these financial statements. Refer to note 19 which
discloses the impact of adopting IFRS on these interim condensed consolidated financial statements. These
interim condensed consolidated financial statements do not include all of information required for full set
of annual financial statements.

The Capital Market Authority (CMA) announced the Board of Commissioners resolution dated 16 October
2016 (corresponding to 15 Muharram 1438H), which obligates the listed entities to apply the cost model to
measure the property and equipment, investment properties and intangible assets upon adopting the IFRSs
for three years period starting from the IFRSs adoption date, while continuing to abide by the IFRSs, that
are endorsed in the Kingdom of Saudi Arabia, disclosure requirements, which encourage the disclosure of
the fair value within the notes to the financial statements. The Group has complied with the requirements
in these financial statements.

The interim condensed consolidated financial statements for the period ended 30 June 2017 were approved
and authorized for issue by the Board of Directors on 16 Dhual-Qa’Dah 1438H (corresponding to 8
August 2017G).

3. BASIS OF PREPARATION

Basis of measurement
These interim condensed consolidated financial statements have been prepared under historical cost basis
as explained in the relevant accounting policies and measurement basis summarized below, except for

employees’ end of service benefits provision which has been valued by an independent professional
actuary.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.




L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

3. BASIS OF PREPARATION (continued)
Basis of consolidation (continued)

Basis of consolidation
The Group’s financial statements consolidate those of the Parent Company and all its subsidiaries at each
reporting date. All subsidiaries have year-end of 31 December.

A subsidiary Company is consolidated from the date on which the Group obtains control until the date that
control ceases. The interim condensed consolidated financial statements are prepared on the basis of the
individual financial statements of the Group and the financial statements of its subsidiaries.

All transactions and balances between Group companies are eliminated on consolidation, including
unrealised gains and losses on transactions between Group companies. Where unrealised losses on intra-
Group asset sales are reversed on consolidation, the underlying asset is also tested for impairment from a
Group perspective. Amounts reported in the financial statements of subsidiaries have been adjusted where
necessary to ensure consistency with the accounting policies adopted by the Group.

Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the period /

year are recognised from the effective date of acquisition, or up to the effective date of disposal, as
applicable.

The Group attributes total comprehensive income or loss of subsidiaries between the owners of the parent
and the non-controlling interests based on their respective ownership interests, if material.

Business combinations

The Group applies the acquisition method in accounting for business combinations. The consideration
transferred by the Group to obtain control of a subsidiary is calculated as the sum of the acquisition-date
fair values of assets transferred, liabilities incurred and the equity interests issued by the Group, which
includes the fair value of any asset or liability arising from a contingent consideration arrangement.
Acquisition costs are expensed as incurred.

Assets acquired and liabilities assumed are generally measured at their acquisition-date fair values.

Functional and presentation currency
The interim condensed consolidated financial statements are presented in Saudi Riyal (SAR), which is also
the functional and presentation currency of the Parent Company.

Foreign operations
In the Group’s interim condensed consolidated financial statements, all assets, liabilities and transactions
of Group entities with a functional currency other than the SAR are translated into SAR upon

consolidation. The functional currency of the entities in the Group has remained unchanged during the
reporting period.

On consolidation, assets and liabilities of foreign operations have been translated into SAR at the closing
rate at the reporting date. Goodwill and fair value adjustments arising on the acquisition of a foreign entity
are treated as assets and liabilities of the foreign entity and translated into SAR at the closing rate. Income
and expenses of foreign operations have been translated into SAR at the average rate over the reporting
period. Exchange differences are charged or credited to other comprehensive income and recognized in the
currency translation reserve in equity.

On disposal of a foreign operation, the related cumulative translation differences recognized in equity are
reclassified to profit or loss and are recognized as part of the gain or loss on disposal.




L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

4. SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of interim condensed consolidated financial statements in accordance with IFRSs
applicable in the Kingdom of Saudi Arabia requires the use of certain critical estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the reporting date and the reported amounts of revenues and expenses during the reporting period.
Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.
The Group makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results.

5. SIGNIFICANT ACCOUNTING POLICIES

Property and equipment

Property and equipment is stated at cost less accumulated depreciation and accumulated impairment
losses. Cost includes any costs directly attributable to bringing the assets to the location and condition
necessary for it to be capable of operating in the manner intended by the Group’s management.

Depreciation is recognized so as to write off the cost of assets less their residual values over their useful
lives, using the straight-line method. The estimated useful lives, residual values and depreciation method
are reviewed at the end of annual reporting period, with the effect of any changes in estimate accounted for
on a prospective basis.

Leasehold improvements are depreciated on a straight-line basis over the shorter of the useful life of the
improvements, or the term of the lease.

Expenditure for repair and maintenance are charged to the interim condensed consolidated statement of
profit or loss as incurred with the exception of costs that extend the useful life of the asset or increase its
value, which are then capitalized.

The cost of replacing part of an item of property and equipment is recognized in the carrying amount of
the item if it is probable that the future economic benefits embodied within the part will flow to the Group
and its cost can be measured reliably. The costs of day-to-day servicing of property and equipment are
recognized in the interim condensed consolidated statement of profit or loss.

An item of property and equipment is derecognized upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement
of an item of property and equipment is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognized in profit or loss.

Depreciation of property and equipment is calculated on a straight-line basis over the estimated useful
lives of assets as follows:
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

5. SIGNIFICANT ACCOUNTING POLICIES (continued)

Property and equipment (continued)

Asset Category Life in years

Buildings 50

Machinery and equipment 10

Furniture and fixtures 6-7

Motor vehicles 4

Office equipment 7

Tools, dies and other assets 4-17

Leasehold improvements Shorter of useful life or lease term

Capital work in progress (CWIP)

Capital work in progress is stated at cost less any impairment losses. All expenditures incurred during
installation and construction period, in connection with specific assets, are carried to CWIP. The cost of CWIP
is transferred to the appropriate category of property and equipment when it is ready for use. The cost of CWIP
comprises purchase price and costs directly and indirectly attributable to bringing the CWIP for its intended use.

Intangible assets

An intangible asset is initially recognized at cost which is equal to the fair value of consideration paid at
the time of acquisition of the asset.

The Group applies the following estimated useful lives for amortization of intangible assets:

Asset Category Life in years
Franchise license fee 5
Computer software 2

An intangible asset is derecognized on disposal, or when no future economic benefits are expected from
use or disposal. Gains or losses arising from de-recognition of an intangible asset, measured as the
difference between the net disposal proceeds and the carrying amount of the asset are recognized in
interim condensed consolidated statement of profit or loss when the asset is derecognized.

Accounts receivable

Accounts receivable are stated at original invoice amount or gold quantity less a provision for any
uncollectible amounts. When collected accounts receivables are settled in cash or gold, an estimate for
doubtful debts is made when collection of the remaining amount is no longer probable. Bad debts are
written off when the related receivables are considered uncollectible.

Receivables to be settled in gold are re-measured at each reporting period and any difference in the
carrying amount is to be recognized in the interim condensed consolidated statement of profit or loss.

Inventories
Inventories are stated at the lower of cost and net realizable value. Net realizable value represents the estimated
selling price for inventories less all estimated costs of completion and costs necessary to make the sale. Costs of
other inventory items are determined as follows:
¢ Raw material, consumables and other manufacturing material are determined at purchase costs using the
First-in-First-Out (FIFO) method.
e  Work in progress and finished goods are determined at cost of direct material, labor and overheads based
on a normal level of activity.
e Re-sellable goods are determined on specific identification basis.
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

5. SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and cash equivalents

Cash and cash equivalents are items which are readily convertible to known amounts of cash and which
are subject to insignificant risk of change in value. Cash and cash equivalents in the interim condensed
consolidated statement of financial position comprise cash on hand and bank account balances and are
initially and subsequently recorded at fair value.

For the purposes of the statement of cash flows, cash and cash equivalents comprise cash on hand and
deposits held with banks, all of which have maturities of 90 days or less and are available for use by the
Group unless otherwise stated.

Financial Instruments

Financial assets and financial liabilities are recognized when a Group entity becomes a party to the contractual
provisions of the instruments.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss are
recognized immediately in profit or loss.

Financial assets

Financial assets are classified into the following specified categories: financial assets ‘at fair value through
profit or loss’ (FVTPL), ‘held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets and ‘loans
and receivables’. The classification depends on the nature and purpose of the financial assets and is determined
at the time of initial recognition. All regular way purchases or sales of financial assets are recognized and
derecognized on a trade date basis. Regular way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame established by regulation or convention in the marketplace.

For the purpose of subsequent measurement, financial assets are classified into the following categories upon
initial recognition:

Effective interest method

The effective interest method is a method of calculating the amortized cost of a debt instrument and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life of the debt
instrument, or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Loans and receivables including trade and other receivables, bank balances and cash

are measured at amortized cost using the effective interest method, less any impairment loss which is
recognized in profit or loss.

Interest income is recognized by applying the effective interest rate, except for short-term receivables when the
effect of discounting is immaterial.
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

5. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Instruments (continued)

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each
reporting period. Financial assets are considered to be impaired when there is objective evidence that, as a result
of one or more events that occurred after the initial recognition of the financial asset, the estimated future cash
flows of the investment have been affected.

For AFS equity investments, a significant or prolonged decline in the fair value of the security below its cost is
considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could include:

»  significant financial difficulty of the issuer or counterparty;

e breach of contract, such as a default or delinquency in interest or principal payments;

* it becomes probable that the borrower will enter bankruptcy or financial re-organization; or

»  the disappearance of an active market for that financial asset because of financial difficulties.

For certain categories of financial assets, such as trade receivables, assets are assessed for impairment on a
collective basis even if they were assessed not to be impaired individually.

Objective evidence of impairment for a portfolio of receivables could include the Group’s past experience
of collecting payments, an increase in the number of delayed payments in the portfolio past the average
credit period granted, as well as observable changes in national or local economic conditions that correlate
with default on receivables.

For financial assets carried at amortized cost, the amount of the impairment loss recognized is the
difference between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the financial asset’s original effective interest rate.

For financial assets that are carried at cost, the amount of the impairment loss is measured as the difference
between the asset’s carrying amount and the present value of the estimated future cash flows discounted at
the current market rate of return for a similar financial asset.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets with the exception of trade receivables, where the carrying amount is reduced through the use of an
allowance account. When a trade receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously written off are credited against the
allowance account. Changes in the carrying amount of the allowance account are recognized in profit or
loss.

For financial assets measured at amortized cost, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed through profit or loss to the extent that
the carrying amount of the investment at the date the impairment is reversed does not exceed what the
amortized cost would have been had the impairment not been recognized.

De-recognition of financial assets

The Group derecognizes a financial asset when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of
the asset to another party.
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

5. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Instruments (continued)

De-recognition of financial assets (continued)

If the Group neither transfers nor retains substantially all the risks and rewards of ownership and continues
to control the transferred asset, the Group recognizes its retained interest in the asset and an associated
liability for amounts it may have to pay. If the Group retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group continues to recognize the financial asset and also
recognizes a collateralized borrowing for the proceeds received.

On de-recognition of a financial asset in its entirety, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable and the cumulative gain or loss that had been
recognized in other comprehensive income and accumulated in equity is recognized in profit or loss.

On de-recognition of a financial asset other than in its entirety (e.g. when the Group retains an option to
repurchase part of a transferred asset), the Group allocates the previous carrying amount of the financial asset
between the part it continues to recognize under continuing involvement, and the part it no longer recognizes on
the basis of the relative fair values of those parts on the date of the transfer. The difference between the carrying
amount allocated to the part that is no longer recognized and the sum of the consideration received for the part
no longer recognized and any cumulative gain or loss allocated to it that had been recognized in other
comprehensive income is recognized in profit or loss. A cumulative gain or loss that had been recognized in
other comprehensive income is allocated between the part that continues to be recognized and the part that is no
longer recognized on the basis of the relative fair values of those parts.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by the Group are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of a financial liability and an
equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the Group are recognized at the proceeds received, net of direct
issue costs.

Repurchase of the Group’s own equity instruments is recognized and deducted directly in equity. No gain or
loss is recognized in profit or loss on the purchase, sale, issue or cancellation of the Group’s own equity
instruments.

Financial liabilities
Financial liabilities are classified as either financial liabilities ‘at FVTPL’ or ‘other financial liabilities’.

Other financial liabilities
Other financial liabilities (including borrowings and trade and other payables) are initially and subsequently
measured at amortized cost using the effective interest method.

The effective interest method is a method of calculating the amortized cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments (including all fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life of the
financial liability, or (where appropriate) a shorter period, to the net carrying amount on initial recognition.
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

5. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial Instruments (continued)

Financial liabilities and equity instruments (continued)

De-recognition of financial liabilities

The Group derecognizes financial liabilities when, and only when, the Group’s obligations are discharged,
cancelled or have expired. The difference between the carrying amount of the financial liability derecognized
and the consideration paid and payable is recognized in profit or loss.

Accounts payable and accruals

Liabilities are recognized for amounts to be paid in the future for goods or services received, whether
billed by the supplier or not.

Provisions

Provisions are recognized when the Group has an obligation (legal or constructive) arising from a past
event, and the costs to settle the obligation are both probable and can be measured reliably. Provisions are
reviewed at each reporting date and adjust to reflect current best estimate.

Contingent liabilities

A contingent liability is disclosed when the Group has a possible obligation as a result of past event,
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain
future events not wholly within the control of the Group; or the Group has a present legal or constructive
obligation that arises from past events, but is not probable that an outflow of the resources embodying
economic benefits will be required to settle the obligation, or the amount of the obligation cannot be
measured with sufficient reliability.

Employees' end of service benefits

The Group provides end of service compensation to its employees in accordance with the provisions of the
Labor Law applicable in the Kingdom of Saudi Arabia. The entitlement to these benefits is based upon the
employees’ final salary and length of service, subject to completion of a minimum service period. The
expected costs of these benefits are accrued over the period of employment. Provision is made annually
based on valuation done by an independent professional actuary, in accordance with the requirements of
IAS 19 "Employee Benefits" using Projected Unit Credit Method. Last valuation was carried out on 30
June 2017.

All past service costs are recognized as an expense immediately. All actuarial gains and losses on defined
benefit obligation are recognized in interim condensed consolidated statement of comprehensive income.

Zakat and taxes

Zakat is provided for on behalf of the Group and its effectively wholly owned subsidiaries in accordance with the
Saudi Arabian fiscal regulations. The foreign subsidiaries provide for income tax liabilities, if any, in accordance
with tax regulations of the country in which they operate. Zakat and income tax provisions are charged to the
interim condensed consolidated statement of profit or loss and interim condensed consolidated statement of
comprehensive income.

Deferred income tax is provided for foreign subsidiaries subject to tax, using the liability method, on all temporary
differences at the reporting date between the tax bases of assets and liabilities and their carrying amounts.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realized or the liability is settled, based on laws that have been enacted in the respective countries
at the reporting date.
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

5. SIGNIFICANT ACCOUNTING POLICIES (continued)

Dividends

Final dividends are recognized as a liability at the time of their approval by the General Assembly. Interim
dividends are recorded when approved by the Board of Directors.

Revenue

Revenue from the sale of gold is recognized when the significant risks and rewards of ownership have passed to
the buyer; it is probable that economic benefits associated with the transaction will flow to the Group; the sale
price can be measured reliably; the Group has no significant continuing involvement; and the costs incurred or to
be incurred in respect of the transaction can be measured reliably. Based on the above, sales are recognized when
goods are invoiced (at the then gold market prices) and delivered to customers. All the related discounts are
deducted from the gross revenue.

Other income is recognized when earned.

Foreign currency transactions

Transactions in foreign currencies are translated into Saudi Riyals at the relevant exchange rates prevailing at the
time of the respective transactions. Assets and liabilities in foreign currency at the interim condensed consolidated
statement of financial position date are translated into Saudi Riyals using the exchange rates prevailing at that date.
Realized and unrealized exchange differences on foreign currencies are recognized in the interim condensed
consolidated statement of profit or loss.

Translation of foreign operations

Financial statements of the foreign subsidiaries are translated into Saudi Riyals using the exchange rates at each
interim condensed consolidated statement of financial position date, for assets and liabilities, and the average
exchange rates for each period for revenue, expenses, gains and losses. Components of equity, other than retained
earnings, are translated at the rates ruling at the date of occurrence of each component. Foreign currency
translation adjustments, if material, are recorded in interim condensed consolidated statement of comprehensive
income as a separate component of the shareholders’ equity.

Expenses

Selling and marketing expenses are those which specifically relate to marketing and promotional activities.
All other expenses are classified as general and administration expenses and cost of services.

Operating leases
Operating leases payments are recognized as expense in the interim condensed consolidated statement of profit or
loss on a straight-line basis over the lease term.

Gold revaluation

Transactions denominated in gold are recorded in Saudi Riyals at the relevant market rates prevailing at the time of
the respective transactions. Asset and liability balances denominated in gold, except for gold inventory, are
revalued at the market price ruling at the interim condensed consolidated statement of financial position date. All
realized gains and losses and unrealized gains and losses from revaluation of gold related items are recognized in
the interim condensed consolidated statement of profit or loss.

Basic and diluted earnings per share

The Group presents basic and diluted earnings per share (EPS) for its shareholders. Basic EPS is
calculated by dividing the net income or loss attributable to ordinary shareholders of the Parent Company
by the weighted average number of ordinary shares outstanding during the year. Diluted EPS is
determined by adjusting the net income or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of dilutive potential ordinary shares, if any.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

5. SIGNIFICANT ACCOUNTING POLICIES (continued)

Segmental reporting
A segment is a distinguishable component of an entity that is engaged either in providing products or
services (a business segment) or in providing products or services within a particular economic

environment (a geographic segment), which is subject to risks and rewards that are different from those of
other segments.

6. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs)

The Group has not yet applied the following new and revised IFRSs that have been issued and relevant to the
Group but are not yet effective:

Effective for annual periods
New and revised IFRSs beginning on or after

IFRS 9 “Financial Instruments” (revised versions in 2009, 2010,
2013 and 2014) 1 January 2018

Amendments to IFRS 7 “Financial Instruments”: Disclosures
relating to disclosures about the initial application of IFRS 9 When IFRS 9 is first applied

IFRS 7 “Financial Instruments”: Disclosures relating to the
additional hedge accounting disclosures (and consequential
amendments) resulting from the introduction of the hedge

accounting chapter in IFRS 9 When IFRS 9 is first applied
IFRS 15 “Revenue from Contracts with Customers” I January 2018
IFRS 16 “Leases” 1 January 2019

Application of new and revised International Financial Reporting Standards (IFRSs)

Management anticipates that IFRS 15 and IFRS 9 will be adopted in the Group's consolidated financial
statements for the annual year beginning 1 January 2018. IFRS 16 will either be adopted for the annual year
beginning 1 January 2018 or 1 January 2019. The application of IFRS 9, IFRS 15 and IFRS 16 may have a
significant impact on amounts reported and disclosures made in the Group’s financial statements in respect of
revenue from contracts with customers and the Group’s financial assets and financial liabilities. However, it is

not practicable to provide a reasonable estimate of effects of the application of these standards until the Group
performs a detailed review.
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L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

7. PROPERTY AND EQUIPMENT

Details of additions and disposals / transfers in property and equipment during the period are as follows:

30 June 30 June
2017 2016
(Unaudited) (Unaudited)
SAR SAR
Additions — at cost
Operating property and equipment 4,139,341 10,713,885
Capital work in progress 4,915,909 1,311,930
9,055,250 12,025,815
Disposals / transfers
Operating property and equipment - at net book value (270,655) (1,796,619)
Capital work in progress - at cost (3,785) (1,781,747)

8. SHARE CAPITAL

The authorized and paid up share capital of the Group as at 30 June 2017 is SAR 430,000,000 (31 December
2016: SAR 430,000,000 and 1 January 2016: SAR 430,000,000), divided into 43,000,000 shares as at 30 June

2017 (31 December 2016: 43,000,000 shares and 1 January 2016: 43,000,000) with a face value of SAR 10 per
share.

30 June 31 December
2017 2016
(Unaudited) (Audited)

Shares issued and fully paid:
At the beginning of the period / year 43,000,000 43,000,000
Issued during the period / year - -
At the end of the period / year 43,000,000 43,000,000
9. EMPLOYEES’ END OF SERVICE BENEFITS

General description
The Group’s policy provides for end of service benefits for all employees who complete the qualifying period
of service in accordance with the Labor Law applied in the Kingdom of Saudi Arabia.

The annual provision is based on the actuarial valuations. The most recent actuarial valuation was performed
by Alkhwarizmi Actuarial Services Company, an independent actuary, using the Projected Unit Credit Method
as at 30 June 2017.
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STATEMENTS (UNAUDITED)

FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

9. EMPLOYEES’ END OF SERVICE BENEFITS (continued)

The movement in employees' end of service benefits during the period / year is as follows:

30 June 31 December
2017 2016
(Unaudited) (Audited)
SAR SAR
At the beginning of the year 32,289,166 31,129,252
Charge for the period / year 2,215,385 4,974,028
Payments during the period / year (2,152,884) (3,672,639)
Actuarial loss 1,205,795 613,315
Foreign exchange differences 588 (754,790)
At the end of the period / year 33,558,050 32,289,166
Principal actuarial assumptions
30 June 31 December
2017 2016
(Unaudited) (Audited)
SAR SAR

Financial assumptions

Discount rate

Salary increase rate for the first period / year
Long term salary increase

Demographic assumptions

Mortality SLIC(2001-05)-1
Rates for employees turnover Heavy

3.15% -19.2%
0% -3.25%
3.25% -10%

3.2% - 14.5%
0%
3.25%-10%

SLIC(2001-05)-1

Heavy

All movements in the end of service benefits liability are recognized in interim condensed consolidated
statement of profit or loss except for the actuarial gain which is recognized in interim condensed consolidated

statement of comprehensive income.

10. SHORT-TERM BANK FACILITIES

30 June 31 December
Notes 2017 2016
(Unaudited) (Audited)

SAR SAR
Murabaha facilities 10.1 1,011,616,325 906,381,904
Commodity agreements 10.2 42,649,365 68,716,653
Gold facilities 10.3 29,977,866 27,972 911
Murabaha cash facilities 10.4 46,000,000 17,000,000
1,130,243,556 1,020,571,468
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
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10. SHORT-TERM BANK FACILITIES (continued)

10.1  The Group has Islamic Murabaha facilities to obtain gold from various banks to finance gold
working capital requirements, with maturity periods ranging from 1 to 3 months (2016: 2 to 4
months) with agreed profit rates.

10.2  Represents agreements to buy gold, at a certain fixed gold price, and sell it back at a future date,
ranging from 1 to 9 months in 2017 and from 1 to 6 months in 2016, at the same gold price plus
agreed commission. The agreements are secured by cash margin deposit.

10.3  Represents gold facilities from banks used to finance working capital. The Group repaid the gold
facilities during the period with an interest rate of SIBOR plus agreed rates and a maturity period
of 3 months. The Group pays cash margin deposits at agreed rates on the face value of the facility
that is refundable at maturity date.

10.4  Represents Islamic Murabaha cash facilities from various banks solely to finance its working
capital requirements with agreed profit rates and maturity periods ranging from 5 to 6 months.

11. OTHER INCOME - NET

Three months period ended Six months period ended
30 June 30 June 30 June 30 June

2017 2016 2017 2016
(Unaudited)  (Unaudited) (Unaudited) (Unaudited)

SAR SAR SAR SAR

(Loss) / gain from foreign currency

exchange differences - net (note 11.1) (125,302) (632,350) 266,124 13,093,730
Others (188.826) (459,640) (192,778) (627.652)
(314,128) (1,091,990) 73,346 12,466,078

11.1  The gain from foreign currency exchange differences in the six months period ended 30 June
2016 was mainly due to devaluation of Egyptian Pound.

12. ZAKAT AND INCOME TAXES

Zakat for the period
Zakat charge on the Group for the period amounted to SAR 5,652,219 (2016: SAR 5,562,115).

Income taxes related to foreign subsidiaries for the period
Income tax charges on subsidiaries for the period amounted to SAR 543,676 (2016: SAR 1,127,629).

Income tax pertains to ORO Egypt Company (“ORO”) and L’azurde Company for Jewellery LLC (“LCJ
Qatar”) where tax has been accrued on their estimated taxable profit at 22.5% and 10% respectively.

Status of zakat assessments

The Company has filed the zakat returns and paid zakat for all the years up to 2016. During June 2017, the
Company received zakat assessments for the years 2005 to 2014 with additional zakat liability of approximately
SR 10.6 million. Under the Saudi Arabian Zakat regulations, the Company had the right to file an appeal against
such assessments within 60 days from receiving the assessments and the Company has submitted an appeal
against such assessments within the grace period. The management believes that current provision relating to
zakat liability is adequate to cover any additional exposure that may arise as a result of these assessments.

Status of income tax assessments related to foreign subsidiaries

ORO, registered in Arab Republic of Egypt, was exempt from Corporate Income Tax until 31 December 2014
according to the Egyptian Law No. 8 of the year 1997. ORO received tax assessments and settled its tax
liabilities on non-exempt activities till the year 2011. The years 2012 to 2014 are currently under inspection by
the tax authorities in Egypt and no assessments has been issued for these years yet. ORO paid all taxes due on
its non-exempt activities to date.
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LCJ Egypt, registered in Arab Republic of Egypt, is exempt from income tax obligations on its commercial and
manufacturing results for a period of ten years effective from 2008.

L’azurde Company for Jewellery LLC (“LCJ Qatar”), registered in the State of Qatar, filed its tax return for
year 2016.

Lazurde Company for Jewelry LLC (“LCJ Dubai”), L'azurde Jewellery LLC (“LJ Abu Dhabi”) and L’azurde
Group for Gold and Jewellery DMCC (“L’azurde DMCC”) registered in the United Arab Emirates, operate in a
tax free country, so no tax returns have been filed.

13. EARNINGS PER SHARE - BASIC AND DILUTED

Three months period ended Six months period ended
30 June 30 June 30 June 30 June
2017 2016 2017 2016
(Unaudited)  (Unaudited) (Unaudited) (Unaudited)

Net profit/ (loss) for the period (in SAR) 6,423,904 (7,036,977) 28,411,913 43,970,355
Weighted average number of ordinary
shares during the period 43,000,000 43,000,000 43,000,000 43,000,000
Basic and diluted earnings/ (loss) per
share (in SAR) 0.15 (0.16) 0.66 1.02

There is no dilution effect on the basic earnings per share of the Group as the Group has no convertible dilutive
potential ordinary shares outstanding as at 30 June 2017 and 30 June 2016.

14. RELATED PARTY TRANSACTIONS AND BALANCES

Related parties are shareholders, Board of Directors, key management of the Group, and companies of
which they are principal owners. Pricing policies and terms of these transactions are at arm’s length.

Transactions with related parties during the period are as follows:
Six months period ended

30 June 30 June
2017 2016
(Unaudited) (Unaudited)
SAR SAR
Remuneration to Board of Directors and key management personnel 4,468,008 3,934,175
Consultancy fees to a director 251,250 -

Outstanding balances with related parties at the reporting date are as follows:

30 June 31 December
2017 2016
(Unaudited) (Audited)
SAR SAR
Due to Board of Directors 484,125 441,615

15. CONTINGENCIES AND COMMITMENTS

Contingencies
The Group issued letters of guarantees amounting to SAR 3.5 million as at 30 June 2017 (31 December
2016: SAR 2.1 million) in relation to its operations.

Capital commitments
The Group has capital commitments in respect of capital expenditures amounting to SAR 5.9 million as at
30 June 2017 (31 December 2016: SAR 12.4 million).
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15. CONTINGENCIES AND COMMITMENTS (continued)

Operating lease commitments
Future minimum rentals payable under non-cancellable operating leases are as follows:

30 June 31 December
2017 2016
(Unaudited) (Audited)

SAR SAR
Within one year 11,467,039 15,107,537
After one year but not more than five years 13,833,656 13,698,270
More than five years 2,728,253 2,326,954

28,028,948 31,132,761

16. SEGMENT REPORTING

The Group is organized into wholesale and retail business segments. These operating segments are
monitored by the Group's chief operating decision maker. All the intra-group revenues and other balances
are eliminated on consolidation. Details of the Group’s segments are as follows:

Wholesale Retail Total

Six months ended 30 June 2017 (Unaudited) SAR SAR SAR
Revenues - Gold 812,424,696 - 812,424,696
- Operations 146,500,746 57,604,959 204,105,705
Gross profit 99,598,879 26,180,696 125,779,575
Property and equipment 61,767,162 9,302,278 71,069,440
Total assets 1,575,493,172 70,716,515 1,646,209,687
Total liabilities (1,232,265,951) (8,461,352) (1,240,727,303)

Wholesale Retail Total

Six months ended 30 June 2016 (Unaudited) SAR SAR SAR
Revenues - Gold 1,150,484,269 - 1,150,484,269
- Operations 238,733,058 46,514,550 285,247,608
Gross profit 141,097,486 16,718,568 157,816,054
Property and equipment 69,855,486 6,152,039 76,007,525
Total assets 2,051,349,749 68,342,245 2,119,691,994

Total liabilities

17. FINANCIAL INSTRUMENTS

(1,632,691,283)

(8,353,599)

(1,641,044,882)

Fair value measurements of financial instruments

Assets and liabilities measured at fair value in the interim condensed consolidated statement of financial

position are grouped into three levels of fair value hierarchies. This grouping is determined based on the lowest

level of significant inputs used in fair value measurement, as follows:

e  Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

e  Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices)

o Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

22



L’AZURDE COMPANY FOR JEWELRY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)
FOR THE THREE AND SIX MONTH PERIODS ENDED 30 JUNE 2017

17. FINANCIAL INSTRUMENTS (continued)

Fair value measurements of financial instruments (continued)

The following table shows the fair value of financial assets and financial liabilities, including their levels
in the fair value hierarchy. It does not include fair value information for financial assets and financial
liabilities not measured at fair value if the carrying amount is a reasonable approximation of fair value.

30 June 2017 (Unaudited) Fair Value (in SAR)

Level 1 Level 2 Level 3 Total
Financial assets
Accounts receivables 542,040,594 - - 542,040,594
Financial liabilities
Short-term bank facilities 1,084,243,556 - - 1,084,243,556

31 December 2016 (Audited)

Financial assets

Accounts receivables 339,455,429 - - 339,455,429
Financial liabilities
Short-term bank facilities 1,003,571,468 - - 1,003,571,468

18. DIVIDENDS

On 13 Rajab 1438H (corresponding to 10 April 2017), the Group approved cash dividends amounting to SAR
21.5 million for the year ended 31 December 2016 in its Annual General Assembly. Dividends were paid on 28
Rajab 1438H (corresponding to 25 April 2017).

19. FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

19.1 Reclassifications

For better presentation, certain amounts from prior periods have been reclassified to conform to the
presentation in the current year. Details of the reclassifications are as follows:

31 December 30 June 1 January

2016 2016 2016
From To SAR SAR SAR
Other current assets DR S 787,822 903,035 846,614

assets
Property and equipment — cost E:;;nglble . 6,327,916 6,484,009 6,482,846
s Accumulated

Accumilated depreciation of e Ton of (6169,040)  (6,348,545) (6322,258)

property and equipment : k
intangible assets
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19. FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

The Group’s date of transition to IFRS is 1 January 2016. As a result of IFRS transition, line items in the 31 December 2016, 30 June 2016 and 1 January 2016
consolidated statement of financial position and consolidated statement of profit or loss and consolidated statement of comprehensive income have been restated as set
out below:

19.2 Reconciliation of Statement of Financial Position

As at 31 December 2016 As at 30 June 2016 As at 1 January 2016
31 December 30 June 1 January
31 December IFRS Transition 2016 30 June IFRS Transition 2016 1 January IFRS Transition 2016
Notes 2016 differences (Restated) 2016 differences (Restated) 2016 differences (Restated)
SAR SAR SAR SAR SAR SAR SAR SAR SAR
ASSETS
Non-Current Assets
Property and equipment 19.1 68,313,293 (158,876) 68,154,417 76,142,989 (135,464) 76,007,525 75,197,606 (160,588) 75,037,018
Intangible assets 19.1 424,143 158,876 583,019 - 135,464 135,464 - 160,588 160,588
Other non-current assets 19.1 - 787,822 787,822 - 903,035 903,035 - 846,614 846,614
Total Non-Current
Assets 68,737,436 787,822 69,525,258 76,142,989 903,035 77,046,024 75,197,606 846,614 76,044,220
Current Assets
Inventories 19.7 805,705,663 - 805,705,663 865,248,489 (28,949,169) 836,299,320 975,644,876 - 975,644,876
Accounts receivable 424,993,112 - 424,993,112 947,134,618 - 947,134,618 389,908,346 - 389,908,346
Other current assets 19.1 30,106,526 (787,822) 29,318,704 31,901,586 (903,035) 30,998,551 36,580,839 (846,614) 35,734,225
Cash margin deposits 170.955.709 - 170.955.709 166.783.825 - 166.783.825 116.672.019 - 116.672.019
Cash and cash equivalents 38,518,470 - 38,518,470 61,429,656 - 61,429,656 173,438,279 - 173,438,279
Total Current Assets 1,470,279.,480 (787.822) 1,469.491,658  2,072,498,174 (29,852,204) _ 2,042,645,970 1,692,244,359 (846,614) 1,691,397,745
TOTAL ASSETS 1,539,016,916 - 1,539.016,916  2,148.641.163 (28,949.169)  2,119,691,994 1,767,441,965 - 1,767,441,965
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19. FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

19.2 Reconciliation of Statement of Financial Position (continued)

Notes
EQUITY AND LIABILITIES

EQUITY

Share capital

Statutory reserves

Retained earnings

Foreign currency translation reserve

TOTAL EQUITY 19.5

LIABILITIES

Non-Current Liabilities

Employees’ end of service benefits 19.8
Deferred tax liability

Total Non-Current Liabilities

Current Liabilities

Accounts payables and current

liabilities 19.5
Short-term bank facilities

Zakat and income tax liability
Total Current Liabilities
TOTAL LIABILITIES
TOTAL EQUITY AND
LIABILITIES

As at 31 December 2016 As at 30 June 2016 As at 1 January 2016
[FRS 31 December IFRS 30 June IFRS 1 January
31 December Transition 2016 30 June Transition 2016 1 January Transition 2016
2016 differences (Restated) 2016 differences (Restated) 2016 differences (Restated)
SAR SAR SAR SAR SAR SAR SAR SAR SAR
430,000,000 - 430,000,000 430,000,000 - 430,000,000 430,000,000 - 430,000,000
17,265,738 - 17,265,738 10,056,720 - 10,056,720 10,056,720 - 10,056,720
131,610,117 (481,064) 131,129,053 139,369,505 (34,307,296) 105,062,209 89,855,476 270,525 90,126,001
(175822.294) (101,230)  (175,923,524) (66,445,331) (26,484) (66,471,815) (38,891,595) - (38,891,595)
403,053,561 (582,294) 402,471,267 512,980,894 (34,333,780) 478,647,114 491,020,601 270,525 491,291,126
31,706,277 582,889 32,289,166 32,771,003 5,384,611 38,155,614 31,398,243 (268,991) 31,129,252
557,998 - 557,998 1,468,978 - 1,468,978 991,046 - 991,046
32,264,275 582,889 32847164 34,239,981 5,384,611 39,624,592 32,389,289 (268,991) 32,120,298
60,576,514 (595) 60575919 70,558,564 - 70,558,564 111,214,761 (1,534) 111,213,227
1.020.571.468 - 1.020571468  1.520.745.034 - 1.520.745.034 1.114.782.660 - 1.114,782.660
22,551,008 - 22,551,098 10,116,690 - 10,116,690 18,034,654 - 18,034,654
1,103,699,080 (595) 1,103,698485  1,601,420,288 - 1,601,420,288 1,244,032,075 (1,534)  1,244,030,541
1,135,963,355 585,294 1,136,545649  1,635,660,269 5,384,611 1,641,044,880 1,276,421,364 (270,525)  1,276,150,839
1,539,016,916 - 1,539,016916  2,148,641,163  (28,949,169) 2,119,691,994 1,767,441,965 - 1,767,441,965
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19. FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

19.3  Reconciliation of consolidated statement of profit or loss

For the year ended 31 December 2016

For the three months period ended 30 June 2016

For the six months period ended 30 June 2016

IFRS 31 December IFRS 30 June IFRS 30 June
31 December Transition 2016 30 June Transition 2016 30 June Transition 2016
Notes 2016 differences (Restated) 2016 differences (Restated) 2016 differences (Restated)
SAR SAR SAR SAR SAR SAR SAR SAR SAR

REVENUE
Gold 1,612,905,847 - 1,612,905,847 445409351 445,409,351 1,150,484,269 1,150,484,269
Operations 405,396,857 - 405,396,857 106,775,898 106,775,898 285,247,608 285,247,608

2,018,302,704 - 2,018,302,704 552,185,249 - 552,185,249 1,435,731,877 - 1,435,731,877
COST OF REVENUE
Gold 19.6 (1,612,905,847) - (1,612,905,847) (445,409,351)  (28,530,733) (473,940,084) (1,150,484,269) (28,949,169)  (1,179,433,438)
Operations (161,502,272) 647,002 (160,855,270) (38,021,729) 264,365 (37,757,364) (99,023,022) 540,637 (98,482,385)
GROSS PROFIT 243,894,585 647,002 244,541,587 68,754,169  (28,266,368) 40,487,801 186,224,586  (28,408,532) 157,816,054
OPERATING EXPENSES
Selling and marketing expenses (134,175,266) 209,514 (133,965,752) (25,002,669) 86,572 (24,916,097) (75,375,044) 177,106 (75,197,938)
General and administration expenses (42,790,703) 215,667 (42,575,036) (10,548,455) 88,123 (10,460,332) (24,812,252) 180,212 (24,632,040)
OPERATING INCOME 66,928,616 1,072,183 68,000,799 33,203,045 (27,091,673) 5,111,372 86,037,290 (28,051,214) 57,986,076
OTHER INCOME/ (EXPENSES)
Other income — net 19.6 58,434,152 (940) 58,433,212 (1,091,990) - (1,091,990) 12,467,611 (1,533) 12,466,078
Finance charges - net (34,405,815) (1,209,518) (35,615,333) (9,196,609) (306.820) (9,503,429) (19,174,612) (617,443) (19,792,055)
NET PROFIT BEFORE
ZAKAT AND TAXES 90,956,953 (138,275) 90,818,678 22,914,446  (28,398,493) (5,484,047) 79,330,289  (28,670,190) 50,660,099
Zakat (17,562,193) - (17,562,193) (1,322,761) - (1,322,761) (5,562,115) - (5,562,115)
Income tax (1,304,585) - (1,304,585) (230,169) - (230,169) (1,127,629) - (1,127,629)
NET PROFIT FOR THE YEAR/
PERIOD 19.6 72,090,175 (138,275) 71,951,900 21,361,516  (28,398,493) (7,036,977) 72,640,545  (28,670,190) 43,970,355
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19. FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

19.4  Reconciliation of consolidated statement of comprehensive income

For the year ended 31 December 2016 For the three months period ended 30 June 2016 _For the six months period ended 30 June 2016
31 December IFRS 30 June 30 June
31 December  IFRS Transition 2016 30 June Transition 2016 30 June [FRS Transition 2016
2016 differences (Restated) 2016 differences (Restated) 2016 differences (Restated)
SAR SAR SAR SAR SAR SAR SAR SAR SAR
NET PROFIT / (LOSS) FOR THE YEAR/
PERIOD 72,090,175 (138,275) 71,951,900 21,361,516 (28,398,493) (7,036,977) 72,640,545 (28,670,190) 43,970,355

OTHER COMPREHENSIVE INCOME

Items that will not be reclassified

subsequently to profit or loss

Re-measurement on employees’ end of

service benefits - (613,315) (613,315) - (689,972) (689,972) - (5,907,630) (5,907,630)
Items that will be reclassified subsequently

to profit or loss

Exchange differences on translating foreign

operations - (137,031,929) _ (137,031,929) - 269,116 269,116 - (27,580,220) _ (27,580,220)
Other comprehensive loss for the year /
period — net of tax - (137,645,244) _ (137,645,244) - (420,856) (420,856) - (33487,850) _ (33,487,850)

TOTAL COMPREHENSIVE INCOME /
(LOSS) FOR THE YEAR / PERIOD 72,090,175 (137,783,519) (65,693,344) 21,361,516 (28.819,349) (7,457,833) 72,640,545 (62,158,040) 10,482,505
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19.

19.5  Reconciliation of equity

FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

1 January
31 December 30 June 2016
Notes 2016 2016 (Restated)
SAR SAR SAR
Unrealized gain on gold revaluation 595 - 1,534
Effect of re-measurement of liabilities on statement of profit or loss 19.8 (137,335) 280,512 -
Actuarial gains / (losses) on re-measurement of employees end of service benefits 19.8 (613,315) (5,907,630) -
Effect of re-measurement of liabilities on opening retained earnings 19.8 268,991 268,991 268,991
Effect of change in policy for inventories 19.7 - (28,949,169) -
Effect on foreign currency translation reserve 19.8 (101,230) (26,484) -
(582,294) (34,333,780) 270,525

19.6 Reconciliation of profits

For the year ended 31 December For the three months period ended 30 For the six months period ended 30

2016 June 2016 June 2016
Profit before zakat Profit before zakat Profit before zakat
and tax Profit for the year and tax Profit for the year and tax Profit for the period
SAR SAR SAR SAR SAR SAR

Profit as per SOCPA Standards 90,956,953 72,090,175 22,914,446 21,361,516 79,330,289 72,640,545
Effect of re-measurement of liabilities on statement of
profit or loss (137,335) (137,335) 132,240 132,240 280,512 280,512
Unrealized gain on gold revaluation (940) (940) - - (1,533) (1,533)
Effect of change in policy for inventories - - (28,530,733) (28,530,733) (28,949,169) (28,949,169)
Net profit as per IFRS Standards 90,818,678 71,951,900 (5,484,047) (7,036,977) 50,660,099 43,970,355
Other comprehensive loss (137,645,244) (420,856) (33,487,850)
Total comprehensive (loss)/ income (65,693,344) (7,457,833) 10,482,505
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19. FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

(continued)

19.7 Inventories

Under SOCPA Standards the Group was carrying its gold inventory at market value. However, as per the IFRS
Standards inventories should be carried at lower of cost or net realizable value (NRV). The Group has applied
this change in accounting policy retrospectively by adjusting retained earnings and inventories on the date of

transition to IFRS.

As per SOCPA Standards
Effect of transition to IFRSs
As per IFRS Standards

19.8 Employees’ end of service benefits

31 December 30 June 1 January
2016 2016 2016
SAR SAR SAR

805,705,663 865,248,489 975,644,876
- (28,949,169) -
805,705,663 836,299,320 975,644,876

The Group has carried out actuarial valuation of its employees’ end of service benefits as part of transition

to IFRSs:

Effect of re-measurement of liabilities on profit or loss

Actuarial losses on re-measurement of employees’ end of

service benefits

Effect of re-measurement of liabilities on opening
retained earnings

Foreign exchange differences

19.9 Reconciliation of consolidated statement of cash flows

Net cash flows used in operating activities

Net cash flows used in investing activities

Net cash flows used in financing activities

Net change in cash and cash equivalents during the
period

Cash and cash equivalents at beginning of the period
Exchange differences

Cash and cash equivalents at end of the period

31 December 30 June 1 January
2016 2016 2016
SAR SAR SAR
137,335 (280,512) -
613,315 5,907,630 -
(268,991) (268,991) (268,991)
101,230 26,484 -
582,889 5,384,611 (268,991)
IFRS 30 June
30 June Transition 2016
2016 difference (Restated)

SAR SAR SAR
(36,223,998) 26,843,459 (9,380,539)
(6,230,889) (3,564,039) (9,794,928)
(42,000,000)  (50,111,806) (92,111,806)
(84,454,887) (26,832,386) (111,287,273)
173,438,279 - 173,438,279
(27,553,736) 26,832,386 (721,350)
61,429,656 - 61,429,656
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