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H
D e I o Itte Deloitte & Touche
) M Rakr Ahuikhair & Co.

Public Accountants - License Mo. 56
P, Box 182, Dammam 31417
Kingdam of Saudi Arabia

Tel: +956 (3) 887 3837
Fax: +966 {3) 887 3931
wvw. deloitte.com
Head Office: Riyadh

AUDTORS' REPORT

Ta the stockholders of
Seaudi Fisheries Company
Dammam, Saudi Arabia

Scope of Audit

We have audited the balance sheet of Saudi Fisheries Company (2 Saudi Joint Stock Company) as of
December 31, 2008 and the related statements of operations, stockholders’ equity and cash flows for the year
then ended and notes 1 to 21 which form an integral part of these financial statements as prepared by the
Company in accordance with Article 123 of regulafions of companies and presented to us with all the
necessary information and explanations. These financial statements are the respensibility of the Company’s
management, Cur 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. 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, en a test basis, evidence supporting the amounts and
disclosures in the financial staternemts. An audit alse includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

Ungualified Opiaion

In our opinien, the financial statements present fairly, in all material respects, the financial position of the
Company as of December 31, 2008, and the resulis of its operations and its cash flows for the year then ended
in conformity with generally accepted accounting principles appropriate to the nature of the Company and
comply with the relevant provisions of the Regulations for Companies and the articles of the Company as these
relate to the preparation and presentation of these financial statements.

Deloitte & Touche
Bakr Abulkhair & Co.

Mutahhiar Hamiduddin
Licenze No. 296

16 Safar, 1430
February 11, 2009

. . . . . Member of
Audit,Tax. Consulting . Financial Advisory. Deloitte Touche Tohmatsu
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SAUDI FISHERIES COMPANY

{SAUDI JOINT STOCK COMPANY)

BALANCE SHEET
AS OF DECEMEBER 31, 2008
2008 2007

Noie SR SR
ASSFTS
Current assets
Cash and cash eguivalents 3 2,135,993 3,002,815
Investment in mutual funds 2,189,326 47,208,687
Accounts receivable 13,419,798 15719216
Inventories 4 55,254,118 46,154,493
Prepayments and other debit balances 3 3,499,489 4,706,505
Total current assets 76,498,724 116,792,116
Non-current assets
Available-for-sale mvestments 155,700 135, 1M0
Property. plant and equipment ) 123,704,016 109,555,111
Total non-current assets 123,859,716 109,710,811
TOTAL ASSETS 200,358,440 226,502,027
LIABILITIES AND STOCKHOLDERS® EQUITY
Current liabilities
Due to bank 7 1,681,998 -
Accounts payable and other liabilities B 24,960,000 25,859,714
Total current liabilities 26,041,998 23,859,714
Non-current liabilities
End-of-service indemnities 10 0,309,457 10,453,577
Stockholders’ equity
Share capital 1 200,000,000 200,000,000
Statutory reserve 11 - 49,769,753
Accumulated losses 11 (35,653,015 {59,580,117)
Total stockholders® equity 164,346,985 190,186,636
TOTAL LIABILITIES AND STOCKHDLDE_RS’ EQUITY 200,358,440 226,502,927

The accompanying notes form an tntegral part of these financial slatements
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SAUDI FISHERIES COMPANY

(SAUDIJOINT STOCK COMPANY )

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2008

Sales

Cost of sales

Gross profit
Selling and distribution expenses
General and administrative expenses

Losses from operations

Financial charges
Other income

Net losses before zakat
Fakat

NET LOSS

Earning (loss) per share

Loss per share

Loss per share from continuing main operations

Earning per share from other operations

Weighted average number of shares

The accompanying notes form an integral part of these financial statements

-3-

2008 2007

Note SR SR

16 122,690,075 105,813,805
(98,214,366) (91,551,867}

24,475,709 14,261,938
12 (33,745,241) (29,337,298}
13 (15,762,738} (19,035,155}
(25,032,270) {34,110,515)
(252,257} {173,338}

14 941,876 4,229,405
(24,342,651) (30,054,444}
3 {1,500,000) {614,596)
(25,842,651) (30,669,040}

I3

(1.29) {1.53)
(1.34) (1.74)

0.05 0.21

20,000,600 20,000,000




SAUD FISHERIES COMPANY
{(SAUDI JOINT STOGCK COMPANY)

STATEMENT OF SHAREHOLDERS® EQUITY

YEAR ENDED DECEMBER 31, 2008

January 1, 2007
Net loss Tor the year

December 31, 2007
Statutory reserve used to absorb part

of accumulated losses (note 11)
Net Ioss for the year

December 31, 2008

Share . Statutory  Accumulated
capital reserve losses Total
SR SR SR SR
200,000,000 49769753  (28,911,077) 220,858,676
- - (30,669.040) (30,669,040}
200,000,000 49769753 (59,580,117) 190,189,636
- (49,769,753) 49,769,753 -
- - {25,842.651) (25,842.651)
209,000,000 - (35,653,015) 164,346,985

The accornpanying notes form an integral part of these financial statements
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SAUM FISHERIES COMPANY
(SAUDI JOINT STOCK COMPANY)

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2008

OPERATING ACTIVITIES

Met losses before zakat

Adjustmenis for:

Depreciation

Losses on sale of property, plant and equipment
Realized gains from investment in mutual funds
Unrealized gains on revaluation of mutual funds
End-of-service indemnities

Financial charges

Changes in operating assets and liabilities;
Accounts receivable

[nventories

Prepayments and other debit balances
Account payable and other labilities

Cash used in operation
End-of-service indemnities paid

Zakat paid
Financial charges paid

Net eash used in operating aciivities
INVESTING ACTIVITIES

Purchase of property, plant and equipment
Proceeds on sele of property, plant and equipment
Proceeds on sale of investment in mutual funds

Net cash from investing aciivities
FINANCING ACTIVITIES

Due to bank
Dividends paid

Net cash from (used in) financing activities
Net change in cash and cash equivalents

Cash and cash equivalents, January 1

CASH AND CASH EQUIVALENTS, DECEMBER 31

2008 2007
SR SR
(24,342,651) (30,054,444}
11,030,673 $,951,501
10,711 -
(726,704) (3,066,846
- (284,505 )
1,570,539 1,739,040
252,257 173,338
2,299 418 4,690,547
(9,099,625 ) (2,160,568
1,207,416 (1,814,412)
(2,213,033 (4,767.326)
(20,010,999)  (25,593,675)
(2,654,659) (1,423,830}
(100,000) (140,201)
(252,257) (173,338)
(23,017,915}  (27.331,044)
(25.267,995)  (14,679.262)
77,706 79,366
45,746,065 32,622,855
20,555,776 18,022,959
1,681,998 -
(86.,681) (9,646)
1,595,317 (9,646)
(866,822) (9,317,731)
3,002,815 12,320,546
2,135,993 3,002,815

The accompanying notes form an integral part of these financial statements



SAUDI FISHERIES COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2008

ORGANIZATION AND ACTIVITIES

Saudi Fisheries Company (“the Company™) is a Saudi Joint Stock Company incorporated pursuani fo
Royal Decree no. M/7 dated 8 Jumada' [ 1400H correspending to March 24, 1980. The company is
registered in Dammarm, Saudi Arabia under commercial registration number 2050010531 dated 9 Jumada'
I, 1401H corresponding to March 14, 1981, The company has branches in Riyadh, Jeddah and Gizan each
of which operates under separate commercial registration as follows:

Commercial registration

Branch Date
_ numbhber
Gizan 2050010531/001 22/12/1401H
Rivadh 2050010531/002 22/03/1402H
leddah 2050010531/003 13/03/1404H

The Company’s suthorized and fulty paid up share capital is SR 200 million divided into 20 million shares
af SK 10 each.

The Company is engaged in fishing, exploiting marine resources, processing fish products and marketing
the products inside and cutside the Kingdom.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements have been prepared in accordance with the accounting standards
issued by the Saudi Orsanization for Certified Public Accountants (“SOCPA™,

Significant accounting polices adopted by the Company are summarized as foliows:

Accounting convention
The financial statements are prepared under the historical cost convention.

Cash and cash equivalents
Cash and cash equivalents comprise cash, deemed deposit and highly liquid investments with original
maturities of three months or less,

Invesiments in financial insirnments

Investments in financial instruments are classified according to the Company's intent with respect to those
investments. Investments available for sale are stated at fair value. Unrealized holding gains and losses
thereon are included in the statement of stockholders’ equity. Where the fair valve is not readily
determinable, such investments are stated at cost less allowance for impairment in value, income from the
investments in financial instruments, is recognized when dividends are recetved. Gains and losses from
sales of financial instruments are charged to the statement of operations.

Investments held for trading are stated at fair value, and unrealized gains and losses thereon are included
in the statement of aperations.



SAUDI FISHERIES COMPANY
(SAUDI JOINT STOCK COMPANY')

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 2008

Aceounts receivable

Accounts receivable are carried at their original amount less provision made for doubtiul accounts. An
aliowance for doubtful accounts is established when there is significant doubt that the Company will be
able to collect all amounts due according to the original terms of accounts receivable.

Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined, for finished goods, on
& weighted average cosl basis and includes cost of materials, labour and an appropriate proportion of direct
overheads. All other inventories are valued on a weighted average cost basts.

Property, plant and equipment

Property, plant and equipment are siated 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. The esiimated useful lives of the principal classes of assets are as follows:

Years
Buildings and paved roads 4-13
Plant, machinery and equipment T-20
Fishing boats and fishing tools 4.-725
Air-conditioning facilities 10-13
Vehicles and transportation fleet 3-4
Furniture, fixtures and office equipment 5-10

Impairment

At each balance sheet date, the Company reviews the carrying amounts of their tangible and intangible
assets 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 asset is estimated in order to determine the extent
of the impairment loss (if any). Where it is not possible to estimaie the recoverablie amount of an
individuai asset, the Company estimates the recoverable amounl of the cash-generating unit to which the
asset belongs.

IT the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying smount of the asset {cash-generating unit} is reduced to its recoverable amount.
Impairment losses are recognized as an expense immediately,

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

End-of-zervice indemnities
End-of-service indemnities, required by Sandi Arabian labour law, are provided in the financial statements
based on the employees' length of service.

Revenne recognition
Sales are recognized upon delivery of goods to customers and are stated net of trade or quantity discounts,



SAUDI FISHERIES COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 2008

Expenses
Selling and distribution expenses principally comprise of casts incurred in the distribution and sale of the
Company products. All other expenses arg classified as general and administrative expenses.

General and administrative expenses nclude direct and indirect costs not specifically part of cost of sales
as required under generally accepied accounting principles. Allocations between general and
administrative expenses and cost of sales, when required, are made on a consistent basis.

Foreign eurrency iranslation

Transactions denominated in foreign eurrencies are translated inte Saudi Rivals at exchange rates prevailing
at the dates of such transactions. Monetary assets and liabilities denominated in foreign currencies are
transiated inte Saudi Rivals at exchange rates prevailing at the balance sheet date, Exchange gains or losses
are credited or charged to the statement of operations.

Leasing
Leases are classified as capital leases whenever the terms of the lease transfer substantially all of the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

Rentals payable under operating leases are charged to income on a straighi-line basis over the term of the
operating lease.

Zakai

The Company is subject to zakat in accordance with the regulations of the Department of Zakat and Income
Tax (“DZIT™). Zakat is recorded for the yvear based on estimate and any difference between the estimate and
the actual is adjusted at the ycar end, Any difference between the estimate and final assessment is recorded
when settled.

Segmental reporting

A segment is a distinguishable compenent of the Company that is engaged in providing producis within a
particular a geographic segment, which is subject to risks and rewards that are different from those of
other segments, Because the Company carries out its activities in the Kingdom of Saudi Arabia and abroad
reporting is provided by geographic segment and praducts.

3. CASH AND CASH EQUIVALENTS

(Cash and cash equivalents include cash and bank balances, demand deposits, and highly liguid
investments with ariginal maturity of three months or less. As at December 31, 2008 and 2007, cash and
cash equivalents consist entirely of cash and bank balances.

4. INVENTORIES

2008 2007

SR SR

Fish & shrimp products 36,218,414 38,008,061
Spare parts, packing materials & consumables 8,424,010 3,807,352
Finished goods 7,076,940 1,364,625
Feed siock ' 1,630,699 1,185,930
Goods in transit 1,904,055 1,788,525
55,254,118 46,154,493




SAUDI FISHERIES COMPANY
{(SAUDI] JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMEER 31, 2008

5. PREPAYMENTS AND OTHER DEBIT BALANCES

Prepaid expenses

Employee receivable
Advance to suppliers
Other debit balances

2008 2007

SR SR
1,015,131 1,930,107
330,875 627,688
403,932 1,848,138
1,749,551 300,972
3,499,489 4,706,905
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SAUDI FISHERIES COMPANY
{SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Contmued)
YEAR ENDED DECEMBER 31, 2008

7. DUE TO BANK

The Company obtained bank facilities amounling to SR 11.5 million (2007: SR 23 milfion} from local
bank for overdraft, short term loans, guarantees, letters of eredit to finance the Company working capital,
At Decemnber 31, 2008 the total outstanding facilities were SR 1.7 million (2007; nil). These facilities

carry inieresi at commercial rate and secured by promissory notes.

ACCOUNTS PAYABLE AND OTHER LIABILITIES

2008 2007
SR SR
Accounts payvables and notes payable — trade 12,049,427 13,000,387
Accrued expenses and other liabilities 6,698,969 7,960,542
Dividends payable 2,649,827 2,736,508
Zakat payable (note 9} 3,561,777 2,161,777
24,960,004 25,859,714
ZAKAT
The principal elements of the zakat base as follows:
2008 2007
SR SR
Mon-current assets 123,859,716 109,710,811
Non-current liabilities 9,369,457 10,453,377
Opening Stockholders’ equity 190,189,636 220,858,676
Net loss before zakat {24,342,651) (30,054 4443
Some of these amounts have been adjusted in arriving at the zakat charge.
The movement in zakat provision is as follows:
2008 2007
SR SR
January 1 2,161,777 1,687,382
Provision for the vear 1.500,000 614,396
Payments during the year (100,00 (145,201)
December 31 3,561,777 2,161,777

. Outstanding azsessment

Zakal returns for the Company have been filed up to 2007 and zakat certificate have been received up io

2009,

The Company has not received its final assessment for the year 2007 as it 1s currently under study by the

DZIT.
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SAUDI FISHERIES COMPANY
(SAUDI JOINT STCCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

YEAR ENDED DECEMBER 31, 2008

10.

11.

12.

13

END-OF-SERVICE INDEMNITIES

Jannary 1
Provision for the year
Utilization of provision

December 31

STATUTORY RESERVE

2008 2007

SE SR

16,453,577 10,138,367

1,370,539 1,739,040
(2,654,65% ) (1,423,830)

9,369,457 10,453,577

In accordance with Regulation for Companies in Saudi Arabia, the Company has established a statutory
reserve by appropriation of 10% of net income at the year end until the reserve equals 50% of the share

capital. This reserve 18 not available for dividend distribution,

Based on the General Assembly approval in thelr extraordinary meeting, the board of directors in their
meeting dated 23 Shawwal 1429 (Ocicber 23, 2008} resolved to transfer the statuiory reserve balance an
amount of SR 49,769,753 to absorb part of the accumulated losses af the end of the fourth quarter of 2008.

SELLING ANDP DISTRIBUTION EXFENSES

Employee benefits costs

Rent

Depreciation

Uiilities

Freight, transportation and fuel
Spares and consumables
Advertisement

Insutance

Sales commission

Others

GENERAL AND ADMINISTRATIVE EXPENSES

Employee benefit costs
Depreciation

Provision for doubtful debts
Spares and consumables
Inventory provision

Electricity

Professional services
Communication expenses
Business travel and transportation
Others

2008 2007
SR SR
13,842,202 10,322,478
3,748218 3,438,699
3,109,563 2,647,961
2,277,891 2,048,525
5,294,547 5,466,813
1,052,284 2,778,562
481,034 179,292
402,225 271,942
1,261,639 601,077
2,275,638 1,579,949
33,745.241 29,337,208
2008 2007

SR SR
8,353,838 12,064,487
1,783,083 1,624,081
2,200,000 -
243,695 249,652

. 1,500,000

311,066 386,057
239,500 638,086
222,268 235,268
226,948 281,046
2,182,340 2,035,578
15,762,738 19,035,155




SAUDI FISHERIES COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEAR ENDED DECEMBER 31, 2608

14, OTHER INCOME

2008 2007

SR SR

Reaiized gains from investment in mutual funds 726,704 3,066,846
Unrealized gains from investment in mutual funds - 284,505
Provision no longer required - 878,038
Orther 215,172 -
541,876 4,229,409

15. EARNING (LOSS) PER SHARE

Earning {loss) per share from net incorne (loss) after zakat is computed by dividing net income (loss) for
the vear by the weighted average number of shares oulstanding.

Earning (loss) per share from the continuing main operations is computed by dividing operating income
{loss) less finance charges and zakat for the year by the weighted average number of shares cutstanding,

Earning per share frem the other operations is computed by dividing other non operating income for the
year by the weighted average number of shares outstanding.

16. SEGMENTAL ANALYSIS

a) Analysis of sales and gross profit by geographical Jocations:

2008 2007

Sales Gross profit Sales Gross profit
SR SR SR SR

In Saudi Arabia
Eastern region 28,395,025 5,447,083 28,478,778 3,644,692
Central region 36,654,472 8,376,369 33,060,495 4,628,408
Western region 38,255,401 7,822,210 30,656,479 4,162,391
Southern region 12,122,037 2,027,902 7,824,760 1,246,757
Export sales 7,263,140 (198,454) 5,793,293 579,330

122,690,075 24,475,709 105,813,805 14,261,938

b) Analysis of sales and gross profit by operations as follows:

20038 2007
Sales Gross profit Sales Gross profit
SR SR SR SR
Retail sales 11,159,661 18,399,911 64,731,454 11,443,483
Wholesale 38,539,719 5,586,741 30,724,745 2,100,346
Van sales 5,727,855 687,512 4,504,113 311,724
Export sales 7,263,140 {198,455) 5,793,203 406,385

122,690,075 24,475,709 105,813,805 14,261,938
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SAUDI FISHERIES COMPANY
{(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS {Continued)
YEAR ENDED DECEMBER 31, 2008

17,

18.

19.

Zh.

¢} Analysis of sales and gross profit by products:

2008 2007
Sales  Gross profit Sales Gross profit
SR SR SR SR
Fish 68,462,640 17,065,884 67,720,404 8,712,044
Shrimp 47,064,825 6,251,122 30,387,818 4,456,560
Other — value added products 7,162,610 1,158,703 7,705,583 1,083.334
122,690,675 24,475,709 105,813,805 14,261,938

CAPITAL COMMITMENTS

The Board of Directors has authorized fuiure capital expenditures amounting to SR 46 million (2007: SR
19.8 millien } in connection with the expansion of the shrimp farm in Shaquig, acquisition of eighteen
numbers of fishing boats and opening of new outleis.

CONTINGENCIES

At December 31, the Company had the following contingencies:

2008 20077
SR S8R
Letters of credit 2,835,646 -
Letters of guarantes 4.268.655 5,800,000
OPERATING LEASE ARRANGEMENTS

2008 2007
SR SR

Payments under operating leases recognized as an expense
during the year 3,850,000 3,454,000

Operating lease payments represeni rentals payable by the Company for land and retail sales outlets.
Leases for land and retail sales outlets are negotiated for an average termn of one year and rentals are fixed
for an average of one year.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial instruments carried on the balance sheet date include cash, accounts receivable, investmenis,
accounts payable and acerued and other liabilities,

Foreign currency risk

Forgign currency risk is the risk that the value of the Company’s financial instruments will fluctuate due to
changes in foreign exchange rates to cavse the Company to incur financial loss. Since the Company’s
transactions are mostiy in Saudi Riyals and U8, there {s instgnificant foreign currency risk.

Credit risl

Credit risk is the risk that Company’s debtors (including bankers) will fail to discharge their obligation
{(repay amounts owed) and cause the Company to incur a financial loss. Cash is placed with banks having
sound ratings and accounts recelvable are mainly due from local customers and Sandi Arabian government
agencies and are carried net of provision for doubtful debts. The Cornpany also has procedures in place to
effectively monitor its concentration of credit.
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SAUDI FISHERIES COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS {Continued)
YEAR ENDED DECEMBER 31, 2008

21.

Liquidity risk

Liquidity risk is the risk that the Company will face difficulty in raising funds to meet its commitments
associated with financial instruments. Liquidity risk may result from inability of the Company to seil 2
financial asset quickly at an amount approximating jts fair value. Liquidity risk is managed by monitering
on a regular basis that sufficient funds are available to meet any future commitments,

COMPARATIVE FIGURES

Certain figures for 2007 have been reclassified to conform to the presentation in the currgnt year.
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