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INDEPENDENT AUDITORS? REPORT

The Shareholders

Saudi Industrial Services Company
€A Saudi Joint Stock Company)
Jeddah, Kingdom of Saudi Arabia,

We have audited the accompanying consolidated financial statements of Saudi Industrial Services
Company (“the Company™) and its subsidiaries {col fectively referred as “the Group”) which comprise
the consolidated balance sheet as at 31 December 2016 and the related consolidated statements of income,
cash flows and changes in equity for the year then ended and the attached notes 1 threugh 35 which form
an integral part of the consolidated financial statements.

Management’s responsibility for the consolidated Sinancial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with generally accepted accounting standards in the Kingdom of Saudi Arabia
and in compliance with the Regulations for Companies and the Company's Bylaws and for such internal
control a3 management detenmines is necessary o enable the preparation of consclidated financial
statements that are free from material misstatement, whether due to fraud or error. Management has
provided us with all the information and explanations that we require relating to our audit of these
consolidated financial statements.

Auditors’ responsibility

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

An audit invalves performing procedures to obiain audit evidence about the amounfs and disclosures in
the financial stafements. The procedures selected depend on our judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due fo fraud or ersor. In making
those risk assessments, we consider internal controls relevant fo the entity’s preparation and fair
presentation of the financial statements in order to design audi procedures that are appropriate in the
cireumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal controls. An sudit also includes evaluati ng the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overa]
presentation of the financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion,
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Opinion

In our opinion, the consolidated financial statements faken as a whole:

1) present fairly, in all material respeets, the cousolidated financial position of Saudi Industrial
Services Company and its subsidiaries (“ihe Group™) as at 31 December 201 6 and the consolidated
resulis of its operations and its consolidated cash flows for the year then ended, in accordance with
generally accepted accounfing standards in the Kingdom of Saudi Arabia appropriate fo fthe
circumstances of the Group; and

2)  comply with the requirements of the Regulations for Companies and the Company’s Bylaws with
respect to the preparation and presentation of the financial statements.

For KPMG Al Fozan & Partners

. Certified Public Accountants
e B

%Jﬁ?;_ o .
G .= M .
Ebrahim Oboud Baeshen
License No.382

Jeddah on Jumada A} Awal 29, 1438
Corresponding to Febroary 26, 2017




SAUDI INBUSTRIAL SERVICES COMPANY
(A Saudi Joint Stock Company)

CONSOLIBATED BALANCE SHEET
As at 31 December 2016
{Expressed in Saudi Arabian Riyals)

ASSETS

Current assels:

Cash and cash equivalents
Trade and other receivables
Derivative financial instrument
Inventories

Total current assets

Non-curreat assets;
Investments

Property, plant and equipment
Intangible assets - - quay project
Derivative financial instrument
Goodwill

Total non-current assels

Fofal assefs

LIABILITIES AND EQUITY

Current Habilities:

Current portion of long-tenn Joans and bank facilities
Trade payables and othef current Habilities

Derivative Brancial ms!nmauzt
Tetal eurrent liabilities

Non-cutrent labitities:

Non-current portion of long-term loans and bank faciities
Other long-term Habilities

Enployees’ end of service benefits

Derivative financial instrument

Total non-current Habiitics

Total liabiities

Equity atfributable to the sharcholders® of
Parent Company

Share capital

Share premium

Statutory reserve

Special reserve

Other rescrves

Retained earnings

‘Total equity attributable {o the sharcholders’ of
Parent Company

Non-controfling interests

‘Foial equity

Total liabilities and equity

H

2

13
12
16

13
i4
5

i7

i8
9

2016 2015
195404,320 252,669,021
143,936,782 118,565,253

24,930 -
41,178,880 31,172,077
350544912 408,406,351
18776922 114,541,576
91,134,352 707,653,503
1,293,484,306  1,361,120,885

- 4,236

8,776,760 8,776,760

2,332,172,340 2,192,096,960
2682917252 2,600,503,311
16,017,876 112,482,638
144,000,957 149,611,630
509,730 -
260,537,557 262,004,268
836,401,581 838,185,086
54,602,445 44,661,233
23,374,817 21,638,938
L = 11276
914,378,843 904,502,533
LIT4,916400  1,166,596,801
680,000,000 680,000,000
36,409,063 36,409,063
39,758,712 30,549,496
19,869,813 15,265,205
8,446,566 13,151,743
230516540 196,638,201
1,024,000,688 972,013,708
_______ 483,800,164 461,892,802
1,507,800,852  1,433,906,510
2,682,717,252  2,600,503,31 1

The accompanying notes 1 through 35 form an integral
part of these consolidated financial statements.




SAUDI INDUSTRIAL SERVICES (AOMPANY
{A Saudi Joint Stock Company) . .

CONSOLIDATED STATEMENT {}F !’\COMI‘
For the year ended 31 December 2016
{Expressed in Saudi Arabian Riyals)

Continuing Operations:
Revenue
Cosis of revenue

Gross profit

Selling and distribution expenses
General and administrative eXponses

Operating profit
Share in results from cquuy accounted a'tsucsates, net -

Other income, net
Financial charges

Incone before Zakat and nen~mn£mlliag mier&sts

from Continuing Operations

Biscontinued Qperation: _
Net profit for the vear froms Discoritinued Operation

Ineome before Zakatl
Zakat
Net ineome for the year

Net income attribuiable to:

- Sharcholders® of the Parent Company

- Nom-controlling interest’s share of nét income in
subsidiaries

MNet income for the year

Earnings per share on operating profit for the year

Eamings per share from net income for the year
attributable to the Shareholders® of the Parent
Company

2

23
24

25
- 26

-

i

29

29

2016 2015
640,318,392 616,084,082
(342,972,042)  (320.276,003)
297,346,350 295,808,079
{13,287,456) {14,219,801)
(122,638,877)  (109,443,646)
161,426,017 172,144,632
11,253,367 9,066,607
12,013,369 2,123,823
(36,279,222) (34,353,449)
148,407,531 148,981,013
- 1,074,322
148,407,531 150,055,335
(GS13022)  (8,119,685)
142,894,309 141,935,650
92,002,163 90,508,970
ﬁﬁﬁﬁﬁ 30,802,146 51,426,680
142,894,309 141,935,650
o 2.37 253
1.35 133

The accompanying notes | through 35 form s integral
pari of these consolidated financial statements.




SAUDI INDUSTRIAL SERVICES COMPANY.

{A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 3§ Pecentber 2016
AExpressed in Saudi Arsbian Riyuls)

Operating aetivitios; :
{ncome before Zukat aned fon-controlling inferests from

Continuing Opsrations '
Adjusimints for: _

Jepresiation and amortzation

Provision for ém loyees' iid of service beveiliz

Loss 7 {uain) on disposal of praperty, plant and squipsient

Share of results from equily ascownted ss0idales, nel
Other provisions o o
(Reversaly/ provision Jor doubtfid debts -

Provision for inventories
Net income from discont
Amonlization of advane
Ampriization of defeire
Provision for asset replaceinod
Finencial charges

ied opeistion
N

UG -

H vost

Changes in operating assets end Habitities:
’i_‘réf%_ and other receivables o
Investories -
‘Trade payable and othet ¢urvent finbilities
Cash generated from operating activities

Emplnyees” end of sepvice benelits paid
Fimeial charges paid
Zakat and Income-tax paid

Net cash genersted from operating activiies

Investing activitios: .

ffect of transaction with vor-controling interests without
change in conrol o .

Dividends received from equity aconnted assoviates

Addifions to propeity, plant and cquipment

Proceads fron dispesal of propesty, plant and equipmen

Neteashused in investing activitios
Financlug activitiess L
Barowings of loans and bank facilities

Repayment of hsans and bank faeilities
Dividend and other distributions _ .
Dividends pat to noreontrolling interesss by subsidiaries

Net moverment in non-controliing Interests
Netcash used in financing activities
Net chiange in rash and cash ¢quivalends

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the perivd

Nowt-cash supplementary information:
Changes in fair value of dervative finaneial instramente

Changes in fulr value of available for sale | nvestaents

3

2?'1:_‘;: it

7
3
11

i3

B

H

0 e

i4

io

?

2014 2015
148,407,534 148,981 613
123,640,654 114,631,996

5,910,350 5,738,385

155,569 (167,33
{11,253,367) {9,066.007)
_ - 6.414,767
(366,014 969,518
-~ 133,000
LOF32
oo

20,4 {21,835
8,043,785 5,596,705
e SB2T9.022 34353440
HAIA35 I
4994485 (18,230,380)
g STOS688 19,398 £01
ST7667.805 704000387
TG 0,035,700
}34;4-2,352_) 132,347,275}
CARRAD3GET (11,7323435)
66257088 257,984,050
5,730,107 1,960,600
(232859141 (127,462,177
- AOBSSE 479559
268930388 (125022618)
14,329,784 -
(16.681,091) (109,396 636}
(35,400000; (354000003
{12,131,008) (6,720,600
. (43’}&9.293 4 {zﬁzgﬁgg?s}
- ABAS9L603)  (153,730911)
(51264781 (30,769,479)
______ JEBL669.02F 071438 500
195404300 95 pro ey
N 5,774,930
LABI8TsHy {330,203

The sccompanying notes through 35 form u integral
part of these consalidated financial statemens,
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SAUDI INDUSTRIAL SERVICES COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016
{(Expressed in Saudi Arabian Riyals)

1. ORGANISATION AND PRINCIPAL ACTIVITIES

Saudi Industrial Services Company (“the Company” or “the Parent Company” or “SISCO ) is a joint
stock company incorporated in accordance with Saudi Arabian Regulations for Companies under the
Ministry of Commerce Resolution No. 223 of 7 Rabi Awwal 1409 H (corresponding to 18 October
1988) and registered under Commercial Registration No. 4030062502 dated 10 Rabi Thani 1409H
{corresponding to 20 November 1988). The objective of the Company is to invest in and manage
subsidiaries in addition to maintenance, operations and management of factories, industrial facifities,
consfruction of residential buifdings and ali related facilities such as eptertainment centers, malis,
Testaurants, catering projects, construction of hospitals and buidings to provide health services to
factory and industrial company workmen, marketing factory products locally and worldwide, provide
services and participate in formation of companies. The priscipal activities of the Company is
investment and management of subsidiarics.

The registered head office of the Company is focated at the fellowing address:

Saudi Business Center

P, 0. Box 14221,

Jeddah 21424,

Kingdom of Saudi Arabia.

These eonsolidated financial statements include assets, liabititics and the results of the operations of
the Company and #ts following subsidiaries {vollectively referred as “the Group™);

Country of Effective

Company incerporation shareholding  Principal activities
2016 2015

Saudi Trade and Expore Saudi Arabia 6% 6% Management and operation of storage
Development Company and re-eXport project situated en the
Linsited (“"TUSDEER™) land leased from Jeddah Islamic Pon.
Kindasa Water Services Saudi Arabia 63% 60%  Water desalination and treatment plant
Comipany — Closed Joint Siock and sale of water,
Company {"KINDASA™}
{Note 21)

Support Services Operation Saudi Arabia  99.28% 99.28% Development and operation  of
Company Limited (“ISNAD"} industrial  zones, constniction and
operation of restaurants, catering and
entertainment centers, construction of
gas  siations, awte servicing and
maintenance workshops, and purchase
of tand for the consiruction of building
thereon and investing the same through

sale or lease.
Red Sea Gateway Terminal Saudi Arabia 60.6% 60.6% Development, vonstruction, operation
Company Limited (“RSGT™) and maintenance of container terminals

and excavation and back filling works.

Red Sea Port Development Saudi Arabia  60.6%  60.6% Development, construction, operation
Company — Closed Joint Stock and maintenance of container terminals
Company {“RSPD"} and excavation and back fifling works.




SAUDI INDUSTRIAL SERVICES COMPANY
{A Saudi Joint Stock Company)

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016
(Expressed in Saudi Arabian Riyais)

2.

BASIS OF PREPARATION

Statement of compliance

These consclidated financial statements have been prepared in accordance with the accounting
standards generally accepted in the Kingdom of Saudi Arabia issued by Saudi Organization for
Certified Public Accountants {(50CPA),

The new Regulation for Companies issued through Royal Decree M/3 on 11 November 2015
thereinafier referred as “the Law”) came into force on 23 Rajab 1437H {corresponding to 2 May
2016). The Company has to amend its Bylaws for any changesto align the Bylaws to the provisions
of the Law. Consequently, the Company shall present the amended Bylaws to the sharcholders in
their Extraordinary General Assembly meeting for their ratification. The full compliance with the
Law is expected not later than 24 Rajab 1438H (corresponding o 21 April 2017).

As required by Saudi Organization for Certified Public Accountants (SOCPA), all listed companies
are required to transition to International Financial Reporting Standards (“IFRS™) as endorsed by

SOCPA effective | January 2017 for preparation of their financial statements, In preparing the first

set of IFRS financial statements, the Group will analyze the impact of the first time adoption of
RS on current and prior year financial statements and will accordingly incorporate the necessary
adjustments in its first set of IFRS financial statements,

Functional and presentation currency
These accompanying consolidated financial statements are presented in Saudi Arabian Rivals {SR)
which is the functional currency of the Group.

Accounting convention

The consolidated financial statements have been prepared under the historical cost convention,
except for available for sale investments and derivative financial instruments swhich are measured
at fair value, using accrual basis of accounting and going concern assumption.

Use of estimates and judgements
The preparation of consolidated financial statements requires management to make Judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets,
tiabilities, income and expenses, Actual resuits may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis, Revisions 1o accounting
estimates are recognized in the period in which the estimates are revised and in future periods
affected. The key areas requiring significant management judgements and estimates are as foHows;

Impairment of frade receivables and other cu rreff assers

A provision for impairment of trade receivables is established when there is objective evidence that
the Group will not be able to coflect all amounts due according to the original terms of the
agreement. Significant financial difficulties of the debtor, probability that the debtor wili enfer
bankruptcy or financial reorzanization, and default or delinquency in payments are considered
indicators of objective evidence that the trade receivable js impaired. For significant individual
amounts, assessment is made on an individual basis. Amounts which are not individually
significant, but are overdue, are assessed collectively and a provision is recognized considering the
length of time considering past recovery rales.



SAUD!? INDUSTRIAL SERVICES COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016
{Expressed in Saudi Avabian Riyals)

2

BASIS OF PREPARATION {continued)

Use of estimates and judgements {continued)

Provision for stow moving in verfory Hems

The Group makes a provision for stow moving inventory items. Estimates of net realizable value
of inventories are based on the most reliable evidence at the fime the estimates are made. These
estitaates take into consideration fluctuations of price or cost directly refated to events occurring
subsequent to the balance sheet date to the extent that such events confirm conditions existing at
the end of year,

Useful lives of property, plant and equipment

The management determines the estimated usefil lives of property, plant and equipment for
caleulating depreciation. This estimate is determined afier considering expected usage of the assets
or physical wear and tear, Management reviews the residual value and useful fives annuajly and
change in depreciation charges, if any, are adjusted In current and future periods.

dmpairment of available for sale investments

The Group exercises judgement to consider the impairment of available for sale investments as
well as their underlying assets, This includes the assessment of objective evidence which causes
other than temporary decline in the vatue of investmens, Any significant and prolonged decling in
the fair value below Hs cost is considered as objective evidence for the jmpairment. The
determination of what is 'significant’ and ‘prolonged' requires judgement. The Giroup also considers
impairment to be appropriate when there is evidence of deterioration in the financial health of the
investee, industry and sector performance, changes in technology, and operational and Anancing
cash flows. Furthermore, management considers 20% or more as a reasonable measure for
significant decline below its cost, irrespective of the duration of the decline, and is recognized
the consolidated statement of income as impairment charge on investments. Prolonged decline
represents decline below cost that persists for 9 months or longer Irrespective of the amount and is,
thus, recognized in the consolidated statement of income as impairment charge on investments. The
previously recognized impairment loss in respect of equity investments cannot be reversed through
the consolidated statement of income.

bmpairment of intangible assets

Intangible assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An Impairment loss is recognized for the
amount by which the carrying amount of the asset exceeds its recoverable amount, which is the
higher of an asset’s fair value less costs to sell and value in use. For the purpose of assessing
umpairment, assets are grouped at lowest fevels for which there are separalety identifiable cash
flows (cash-generating units). fmpairment fosses once recognized are not reversible,




SAUDI INDUSTRIAL SERVICES COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONSOLIPATED FINANCIAL STATEMENTS
For the year ended 31 December 2016
{Expressed in Saudi Arabian Rivals)

2

BASIS OF PREPARATION {eonfinued)

Use of estimates and judgements {continued)

Fmpairment of non-financial assets

Non-current assets are reviewed for impairment losses whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss, if
asy, is recognized for the amount by which the carrying amount of the asset exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less eosts to sel and value in
use. For the purpose of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows, Nom-current assets other than intangible assets and that
suffered impairment are reviewed for possible reversal of impairment at each reporting date, Where
an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit
is increased to the revised estimaie of its recoverable amount, but the increased carrying amount
should not exceed the carrying amount that would have been determined, had no impaivtment loss
been recognized for the assels or cash-generating unit in prior years. A reversal of an impairment
loss is recognized as income immediately in the consolidated statement of income.

In assessing value in use, the estimated future cash flows are discounted fo their present value using
a pre-tax discount rate that reflects current market assessments of the time vaiue of money and the
risks specific to the asset, In determining the fair value less costs to seli, an appropriate source s used,
such as observable market prices o, if no observable market prices exist, estimated prices for simifar
assels or if no estimated prices for similar assets exist, it is based on discounted Ruture cash flow
calculations.

Provision for asset replacement cost
Provision for asset replacement cost is assessed periodicaily based on the Buifd, Operate and Transfer
Agreement and is discounted at a rate reflective of the term of the abl igation,

Going concern

The Group’s management has miade an assessment of its ability to continue as a going concern and
is safisfied that it has the resources to continue in business for the foreseeable future, Furthermore,
management is not aware of any material uncertainties that may cast significant doubt upon the
Group's ability to continue as a going concern, Therefore, the consolidated financial statements
continue to be prepared on the going concern basis,

SIGNIFICANT ACCOUNTING POLICIES

The following significant accounting policies have been consistently applied by the Group for the
preparation of these consolidated financial statements, Certain comparative amounts have been
reclassified te conform with the cuirent year's presentation.

Basis of consolidation

These consolidated financial statements include the financial statements of the Company and its
subsidiaries as set out in note 1.,




SAUDI INDUSTRIAL SERVICES COMPANY
(A Saudi Jeint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016
{Expressed in Saudi Arabian Riyals)

3.

SIGNIFICANT ACCOUNTING POLICIES {continued)

Basis of consolidation {continued)

Subsidiaries

Subsidiaries are entities controiled by the Group. Control exists when the Group has the power to
govern the financial and operating policies of an entity so as 1o obtain benefits from its activities. Tn
assessing control, potential voting rights that presently are exercisable are taken inte account. The
financial statements of subsidiaries, which are prepared for the same reporting period as the Parent
Company using consistent accounting policies, are included in the consolidated financial statements
from the date that control commences until the date control ceases,

All intra-group balances and financial transactions resulting from transactions between the Company
and the subsidiaries and those arising between the subsidiarics are eliminated in preparing these
consolidated financial statements. Also, any unrealized gains and losses arising from intra-group
transactions are efiminated on consolidation.

Changes in a Group’s ownership interest in a subsid tary while retaining control, are accounted for
as transactions with equity holders in their capacity as equity holders and gain or loss on such
transactions are recognised directly in equity, The carrying amount of the non-controlling interests
is adjusted against the fair value of the consideration paid and any difference is recognised directly
in equity under “Effect of transactions with nen-controtling interests without change in control™.

Non-controliing interests

Non-controlling interest (“NCI”) represents the interest in subsidiary companies, not held by the
Company which are measured at their proportionate share in the subsidiary's identifiable net assets.
Transactions with non-controlling interest parties are treated as fransactions with parfies external o
the Group.

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, cash with banks and other short-term highly
liquid investments, if any, with original maturities of three months or less,

Trade receivables

‘Trade receivables are stated at original invoice amount less provisions made for doubtfil debts, A
provisien against doubtful debts is established when there is objective evidence that the Group will
act be able 1o collect the amounts due according to the original terms of receivables. Bad debts are
written off when identified, against its related provisions, The provisions are charged fo consolidated
statement of income and any subsequent recovery of receivable amounts previously written off are
credited 1o income.

£}




SAUDI INDUSTRIAL SERVICES COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016
{Expressed in Saudi Arabian Riyals)

3.

SIGNIFICANT ACCOUNTING POLICIES (continued }

Inventories

Inventories are stated at the fower of cost and net realizable value. The cost af inventories is
principally based on the weighted average principle, and includes expenditure incurred in acquiring
the inventories and other costs incurred in bringing them to their existing location and condition. In
the case of manufactured inventories, cost includes an appropriate share of production overheads
based on normal operating capacity.

Net realisable value is the estimated seiling price in the ordinary course of business, less the estimated
cost of completion and selling expenses. Provision is made where necessary for obsolete and slow
moving inveniories,

Investment in associates

The Group’s investiment in associafes is accounted for under the equity method of accounting.
There are entities over which the Group exercises significant influence and swhich is neither g
subsidiary nor a joint venture. Investment in associates are carried in the consolidated balance sheet
at cost, plus post-acquisition changes in the Group’s share of net assets of the associate, fess any
impairment in value based on its latest financial statements at each reporting date. The consolidated
statement of incore reflects the Group's share of the results of its associate, Where there has been &
change recognized directly in the equity of associate, the Group recognizes its share of any changes
and discloses this when applicable in the consolidated statement of changes in equity, When the
Group’s share of losses exceeds its inferest in an associate, the Group's carrying amount is reduced
to nil and recognition of further fosses is discontinued except fo the extent that the Group has
incurred legal or constructive obligations or made payments on behalf of an associate,

Unrealised gains and losses resulting from transactions between the Group and its associate are
eliminated to the extent of the Group's interest in the associate. The financial statements of the
associates are prepared for the same period as the Parent Company. Where necessary, adjustiments
are made to bring the accounting policies in line with those of the Group.

Dividends are recorded when received and credited fo fhe investment.

Available for sate investments

Investments purchased neither with the intention of being held to maturity nor for trading purposes
are designated as available for sale investments and initially recorded at cost plus any directly
atiributable transaction costs and subsequently measured at fair value. Unrealised gains and losses
reported as a separate component of equity untif the invesiment is derecognized or the investment is
determined to be impaired. On derecognition or impairment, the cumulative gam or foss previousty
reported in equity, is included in the consolidated statement of income for the period.

Fair value is determined by reference to the market value in the open market. If fair value is not
available, cost is considered to be the most appropriate objective and reliable measyrement of the fair

value of investments.

Dividend income is recognized when the right to receive the dividend is established.
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3,

SIGNIFICANT ACCOUNTING POLICIES {continued}

Property, plant and equipment

Freehold land is not depreciated. The development cost of keasehold Jand and the buildings
constricted thereon are depreciated over the shorter of estimated useful life or the remaining period
of concession and stated at cost net of accumulated depreciation and any impairment in value,
Property, plant and equipment are stated at cost net of accumulated depreciation and any impairment
in value. Depreciation is calculated on the basis of estimated usefid lives of property, plant and
equipment using straight line method. Finance costs on borrowings to finance the construction of the
assets are capitalized during the period of time that is required substantially to complete and prepare
those assets for its intended use.

Expenditure for repair and maintenance are charged to the consolidated statement of income. Cost of
knprovements that increase the value or materially extend the Tife of the related assess are capitalized.

The estimated economic useful lives of assets for the current and coinparative periods are as follows:

Buildings on leasehold fand Shorter of concession period or 10 - 40 years

Leasehold improvements Sherter of concession period or 35 years for
bonded and re-export projects, 10 vears for
Quay projects and 5 years for others.

Plant and equipment 7«25 years
Desalination plants, water fitling stations and

Accessories 8-21 years
Machinery and equipment 8- 25 vears
Motor vehicles and tankers 4 - 10 years
Furnitures and fixtures 2 - 10 years
Computers and equipments 2 - 7 years

Capitad work-in-pragress

Capital work-in-progress is measured at cost less impairment losses, if any, and not depreciated until
such time the assets are ready for intended use and transferred to the respective category under
property, plant and equipment.

Intangible asset - quay project

Port concession rights _

The Group’s port terminal operations are conducted purstant 1o a long-term concession arrangement,
The Group recognises port concession rights arising from a service concession arrangenie, i which
the public sector (“the grantor™) controls or regulates the services provided, the prices charged and
also controls any significant residual interest in the infrastructure such as property and equipment, if
the infrastructure is existing infrastructure of the grantor or the infrastructure is constructed or
purchased by the Group as part of the service concession arrangement,

The Group has adopted the guidance in Intemational Financial Reporting Standards which is included
in IFRIC 12 — Service concession arrangements {“IFRIC 127) issued by the International Financial
Reporting Interpretations Commitiee of the International Accounting Standards Board to account for
the costs incurred for the construction of container terminal {port concession rights) as there is no
related guidanee available under accounting standards issued by SOCPA. Pursuant to FFRIC 12, costs
incurred under service concession arrangements are recognized as an intangible asset.

H
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3.

SIGNIFICANT ACCOUNTING POLICIES {continued}

Intangible asset - quay project (continued)

The port concession rights include all costs incurred towards construction of the contalner terminal.
The port concession rights are stated at cost, less accumulated amortization and impairment losses, if
any.

Quay projects intangible assets are being amortised over the useful lives of the underlying assets
{representing the property and equipment) or the remaining terns of concession, whichever is shorter,

Right 1o use land

Right to use land is measured on initial recognition at cost. Following initial recognition, ri ght to use
land is carried at cost less any sccumulated amortisation and any accumudated impaimient losses.
Right 1o use land is amortized over the concession period on straight line basis.

Goodwill

Goodwill represents the increase in the cost of investment over the Company’s share in the nef fair
value of investee’s net assets, liabilities and contingencies s at acquisition date. Goodwill is
subsequently recognized at cost, net of any accumnulated impairment fosses, The carrying value of
goodwill is reviewed annually to determine whether any objective indicator of impairment exists,
unifess an event or change in circumnstances occurs during the year indicating an impairment of the
canying value which requires a valuation of goodwill during the year. Goodwill includes Company’s
share and the minority share.

For impainment test, the goodwill for subsidiaries is determined individually, as each subsidiary is
considered an independent cash generating unit,

The impairment is determined by feviewing the realizable amount of cash generating unit
(subsidiary), the acquisition of which has given rise 1o goodwill. Where the vealizable amount of a
subsidiary is less than its carrying value, an impairment loss is recognized in the consolidated
statement of income,

Trade payables and accruals
Lizbitities are recognized for amounts to be paid in the future for goods or services recei ved, whether
billed by the supplier or not.

Provisions

A provision is recognised if, as a result of a past event, the Group has 2 present fegal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of eCOnomic resources
embodying will be required to setile the obligation.

If the effect of the time value of money is material, provisions are discounted using a current pre-
zakat rate that reflects, where appropriate, current market assessments of the tme value of money
and the risks specific to the liability, Where discounting is used, the increase in the provision due to
the passage of time is recognised as a finance cost.
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3.

SIGNIFICANT ACCOUNTING POLICIES {continued)

Employees’ end of service henefits

Employees’ end of service benefits, caleulated in accordance with Saudi Arabian Iabour regulations,
are accrued and charged {o the consolidated staiement of income. The tiability is calculated ar the
current vahie of the vested benefits to which the employee is enlitled, should his services be
terminated at the balance sheet date,

For companies operating outside the Kingdom of Saudi Arabia, employees’ end of service benefits,
calculated in accordance with labour regulations of the coustries of incorporation of the Group
member companies, are acctued and charged to the consolidated statement of income.

Employee compensated absences
The cost of employee compensated absences is recognised when the employee renders services that
increases their entitlement to future compensated absences,

Derivative financial instruments

The Group is using Profit Rate Swap contracts as hedging instruments to hedge its exposure to the
variability in cash flows arising from profit payments on liars and other loan facilities obtained
from banks. Hedging instruments are initially recognised at fair value on the date on which a
contract is entered into and are subsequently remeasured at fair value, Hedging instrument is carried
as financial asset when the fair value is positive and as financial liabitity when the fair value is
negative,

For the purpose of hedge accounting, bedging instrument is classified as cash flow hedge. The
effective portion of the gain or loss on the hedging instrument is recognised direetly in
shareholders’ equity in other reserves, while any ineffective portion is recognised immediately in
the consolidated statement of income in financial charges.

At the inception of a hedge relationship, the Group formal ly designates and documents the hedge
relationship to which the Group wishes to apply hedge accounting and the risk management
objective and strategy for undertaking the hedge. The documents include identification of the
hedging instrument, the hedged item or transaction, the nature of the risk being hedged and how
the entity will assess the hedging instrument’s effectiveness in offsett ing the exposure to changes
in the hedged item’s cash flows atiributable to the hedged risk.

Such hedges are expected to be highly effective in achieving offsetting changes in cash flows and
are assessed in an ongoing basis to defermine that they actually have been highly effective
throughout the financial reporting periods for which they were designated.

Amount recognised in equity is transferred fo the consalidated statement of income when the
hedged transaction affects profit or loss, such as when the hedged financial charges are recognized.

Revenue recognition
Revenue is recognized to the extent of the following recognition requirements:

* itis probable that the economic benefits will flow to the Group
° itcan be reliably measured, regardless of when the payment is being made
¢ the cost incurred {o date and expected future costs are identifiable and can be measured reliably.

Revenue is measured at the fair value of the consideration received or the contraciually defined terms
of payment,
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For the year ended 31 December 2016
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3.

SIGNIFICANT ACCOUNTING POLICIES {continued}

Revenue recognition {continued)

Service revenue represents the invoiced value of services rendered by the Group during the period,
net of trade discounts and Saudi Arabian Seaports Authority’s (“SEAPA™) shave of revenue and are
recognized when the amount of revenue can be measured reliably, on rendering of services to
custoriers.

Construction revenue pertaining to construction of Port termingl is recognized using the percentage
of comipletion method. Percentage of completion is determined by comparison of costs incurred to
date with estimated total costs. When it is probable that the total costs will exceed the tofal confract
revenue, the expected loss is recognized immediately.,

Lease revenue from leased spaces and warehouses is recognised over respective lease periods, Lease
revenue refating to subsequent years is deferred and recognised as income over future periods.

Revenue from sale of goods, including water, is recognized upon delivery or supply of goods by
which the significant risks and rewards of ownership of the goods have been transferred to the buyer
and the Group has no effective control or continuing managerial involvement to the degree wsually
associated with ownership over the goods.

Expenses

Selling and distribution expenses are those arising from the Group’s efforts underlying their
marketing, seHing and distribution functions. All other expenses, except cost of revenue and
operations, are classified as general and administration expenses. Allecations of common expenses
between cost of revenue and selling and distribution, general and adminisication expenses, when
required, are made on a consistent basis.

Finance costs

Finance costs except for those, that are directly attributable to the construction of an assef are
capitalised using capitalised rate wp 1o the stage when substantially all the activities necessary to
prepare the qualifying asset for its intended use are completed, are charged to the consolidated
statement of income,

Finance income
The Group's finance income comprises of profit eamed on mumabzha deposits which is recognised
using the effective interest method,

Operating leases
Operating lease payments are recognized as an expense in the consolidated statement of income on a
straight kine basis over the lease tenm,

Zakat and income tax

The Company and its subsidiaries are subject to Zakat and income tax in accordance with the
regulations of General Authority for Zakat and Tax (“*GAZT"). Company's Zakat and its share in
Zakat of subsidiaries are charged to consolidated statement of income. Zakat and income tax
attributable to other Saudi and foreign shareholders of the consolidated subsidiaries are charged to
minority interest in the accompanying consolidated statement of balance sheet. Additional Zakat
and income tax Habifity, if any, related to prior years’ assessments arising from GAZT are
accounted for in the period in which the final assessments are finafized.

The Group withholds faxes on {ransactions with non-resident parties and on dividends paid to foreign
shareholders in accordance with GAZT regudations.

Foreign subsidiaries are subject to income taxes in their respeetive countries of domicile. Such
income taxes are charged 10 consolidated statement of income.
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3

SIGNIFICANT ACCOUNTING POLICIES {eontinued)

Foreign currencies

Foreign currency transactions and balances

Transactions in foreign currencies are recorded in Saudi Arabian Riyals at the rate of exchange
ruling at the date of the transaction. Monetary assets and liabilities denominated in forgign
currencies are retranslated at the rate of exchange ruling at the balance sheet date. All differences
are taken fo the consolidated statement of income, Nou-monetary items measured at historical cosi
denominated in a foreign currency are translated at the exchange rate at the date of initial
recognition,

Foreign operations

Assets and liabilities of foreign consolidated subsidiaries are converted into Saudi Arabian Riyals
at the exchange rates in effect at the balance sheet date. The equity components of foreign
subsidiaries with the exception of retained carnings of subsidiaries are franslated at the exchange
rates in effect at the dates the related items originated. The elements of foreign subsidiaries’ income
statements are translated using the weighted-average exchange rate for the period. Adjustments
resulting from the transiation of foreign subsidiaries’ financial statements into Saudi Arabian
Riyals are reported as a separate companent of equity (foreign currency transiation reserve)
attributable to shareholders of the Company in the consolidated financial statements.

Assets and liabifities classified as held for disposal and discontinued operations

Non-current assets, or a disposal group comprising assets and liabilities, are classified as held-for-
sale if it is highly probable that they will be recovered primarily through sale or distribution rather
thar through continuing use.

lmmediately before classification as held-for-sale, the assets, or components of a disposal group,
are remeasured in accordance with the Group’s other accounting policies generally at the lower of
their carrying amount and fair value less costs to sefl. Any impainnent loss on a disposal group is
allocated first to goodwill, and then to the remaining assets and Habilities on a pro rata basis.
Impairment losses on initial classification as held-for-sale and subsequent gains and losses on
Temeasurement are recognised in the consolidated statement of income. Gains are not recognised
in excess of any cumulative impairment loss,

Once classified as held-for-sale, intangible assefs and property, plant and equipment are no longer
amortised or depreciated, and any equity-accounted invesiee is o fonger equity accounted,

A discontinued operation is a compenent of the Group’s business, the operations and cash flows
of which can be clearly distingaished from the rest of the Group and which:

~  Fepresents d separate major line of business or geographical area of operations;

- is part of a single co-ordinated plan to dispose of a separate major line of business or
geographical area of operations: or

- isasubsidiary acquired exclusively with a view 10 re-sale,

Classification as a discontinued operation occurs on abandonient o when the operation meets
the criteria to be classified as held-for-sale, if earlier.

When an operation is classified as a discontinued operation, the comparative statement of jncome
is re-presented as if the operation had been discontinued from the start of the comparative year.
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3. SIGNIFICANT ACCOUNTING POLICIES (confinged)

Offsetting

Financial assefs and labilities are offset and the net amount reporied in the consolidated ba fance
sheet only when there is a legally enforceable right 1o offset (he recognised amounts and there is
an intention 1o seltle on a net basis, or {0 realise the assels and settie the liability simultaneously,
Inceme and expenses are not offset in the consolidated staternent of income unless required or
permitted by generally accepted accounting principles in Kingdom of Saudj Arabia.

Contingent Habilities

Al possible obligations arising from past events whose existence will be confirmed enly by the
occurrence or non-occurrence of one or more uncentain future events not wholly wiikin the control
of the Group; or all present obligations arising from past events but not recognized because: (i) it
is not probable that an outflow of resources embodying economic benefits will be required to settle
the obligation, or (ii) the amount of the obligation cannot be measured with sufficient reliability;
all should be assessed at each balance sheer date and disclosed in the Group’s financial statements
under contingent liabilities,

Segmental reporting

A segment is a distinguishable component of the Group that is engaged either in providing products
or services {a business segment) or in providing praducts or services within a particufar economic
environment (a geographic segment), which is subject to risks and rewards that are different from
those of other segments. As the Group carries out its business activities mainly in the Kingdom of
Saudi Arabia, reporting disclosures in these consolidated financial statements is presented by
business segment only (note 33).

Dividends
Dividends are recorded in the period in which they are approved by the shareholders.

4. CASH AND CASH EQUIVALENTS

Cash and cash equivalents as at 31 December comprise of following:

2016 2015
Cast: on hand 366,778 284,146
Cash at banks (Note 4.7) 173,849,942 146,384,875
Murabaha term deposits {Nofe 4.1) 21,254,500 (06,660,000

195,404,328 252,669,021

4.1 Term deposits are placed with local commercial banks having maturity of less than three menths
and yield financial income at prevailing market rates.

4.2 Cash at banks include restricted balances amounting to

= SR 61 million (2015: SR 58.7 million) held in debt service reserve account with a commercial
bank held in accordance with the terms of ljarah financing arrangement,

- SR O.54 million (2015; SR 0.25 million) held with a commercial bank in respect of accumulated
snclaimed dividends (Note 12).
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5.  TRADE AND OTHER RECEIVABLES

Trade and other receivables as at 31 December comprise of following;

2016 2013
Trade receivables, net (Note *a” below) 67,438,637 70,072 009
Advances to suppliers 3,833,513 6,481,121
Margin deposits {Note 30) 19,727,723 11,510.996
Amounts due from related parties — non trade (Note 22y 1,425,726 3471436
Prepayments 12,943,457 15,848,230
Other receivables 8,565,926 11,181.461
113,936,782 118,365,253

) Trade receivables as at 31 December comprise the following:

2016 2015
Due from related parties (Note 22) 10,960,385 16,103,621
Third party customers 59,126,451 37,651,357
76,086,836 73,136,978
Less: provision for doubtful debts (Note 5 (b)) (2,648,799 {3,084,969)
67,438,037 70,072,000

The Group does not have any collateral over receivables and accordingly are unsecured.

b) Movement in provision for doubtful debis is as follows:

Balance at 1 January
{Reversal) / provision for the vear
Written off during the vear

Balance at 31 December

2016

3,084,969
(366,014)

(70,156}

2,648,709

1t

1

2,554,323
969,538
{438,852)

3,084,969

Unimpaired trade receivables are expected, on the basis of past experience to be fully

recoverable,

¢) The ageing of gross trade receivables is as follows:

Above three
Up to three and up 1o six
nipnths months
31 December 2016 65,782,914 1,007,352
31 December 2013 68,939,372 1,123,405

Above six

poriths

3,296,578

3,094.201

Total
78,086,836

73,156,973
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6.

7.1

INVENTORIES

wventories as at 31 December comprise of following:

Spare parts

Raw materials and chemicals
Fuel, oil and desalinated water

Less: provision for slow moving and obsolete inventories

INVESTMENTS

Investments as at 31 December comprise of following:

Investment in associates (Note 7.1} _
Available for sale investment - unquoted {Note 7.3)

As at 31 December the investment in associates comprises the following:

Associates

International
Water Distribution
Company Limited

Saudi Water and
Environmental
Services Company
{Note ‘I’ below)

Al Jabr Talke
Company Limited

Stork Technical
Services Saudi
Arahia Himited
{Note *it’ below)

Xeamet SA,
Vaduz (Note *Bi’
below)

Principal activity

Waterfwasie works,
water treatment and
lease of water
equipment

Electrical, water and
mechanical works
and related operation
and maintenance

Contraciing,
construction,
operation and
maintenance of
factories and
warchouses

Maintenance and
operations of power,
otl, gas, desalination
and petrochemical
plants and
calibmtion of
machinery and
electrical equipment

Trading, storage and
brokerage of
commodities

Country of

incorporation

Kingdom of
Saudi Arabia

Kingdon of
Saudi Arabia

Kingdom of
Saudi Arabia

Kingdom of
Saudi Arabia

Principality of
Liechtenstein

2016 2015
43,099,421 37.094,778
64,090 83,280
150,369 127,022
41,313,880 37.307.077
{135,600) {133,000}
41,178,880 37,172,077
2016 2013
101,988,941t 26,463,651
16,788,011 18,075,925
118,776,922 144,541,576
Effective
shareholding Carrying
percentage anteunt
2816 2013 2016 2015
50% 56% 55,579,270 48,123.118
JLEBS%  29.4% 18,150,041 17516,874
33.3%  331.3% 27,378,212 23,032422
45% 43% - 6,013,289
19% 19% 881,388 1,780,768
101,988,911 96,465,651
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AL

7. INVESTMENTS (continyed)

. Saudi Water and Fnvironmental Services Company is 49% (31 December 2015: 49%) owned
by Kindasa Water Services Company {a subsidiary), which is 65% (31 December 2015: 60%)
owned by the Parent Company.

ii. During the year ended 31 December 2016, the Company has recognized a provision for
impairment loss amounting to SR 4,195,416 in addition to share of losses amounting to SR
1,816,853 and accordingly the carrying amount is reduced to SR Nib.

iti. Xenmet SA, Vaduz is 25% (31 December 2015: 25%) owned by Saudi Trade and Export
Development Company Limited (a subsidiary), which is 76% {31 December 2015: 76%)
owned by the Parent Company,

7.2 Movements in investments in associates are as folows:

2046 2013
Asat | January 06,465,651 89,339 644
Dividend received during the year {5,736,107) {1,960,0600)
Share of results of associates, net 11,253,367 9,066,007
As at 31 December 161,988,911 96,465,651

Summarised financial information of equity accounted investees are as follows:

International Saudi Water Sterk
Water and Al Jabr Techuicat
Bistribution Environmentsa Talke Services
Company  Services Company Saudi Arabla  Xenmet SA,
Investee name Limited Company Limited Limifed Vaduz
2016
Assets 270,163,286 38,412,967 132,728,351 9,207,199 4,718,777
Liahilities {159,004,745) {1,373,637)  (36,293834) (3428758 (1,222.2%)
Revenues 230,722,660 22,523,623 157,509,761 1,816,185 113,554
Net income / {loss) 14,911,967 5,290,608 21,661,795 (4,582,150} (3,613,163}
20613
Assets 260,927,365 37,326,265 88,684,780 10,247,599 7815116
Liabitities {164,680,731) £1,777,5437 (30,669,399} (7,887,002} {378,548}
Revenucs 213,739,959 26,573,023 F51,894,340 2,502,038 286,351
Net income / {loss) 7,239,498 5,206,340 23,347,621 {3.917,036} {7,656,904)
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7. INVESTMENTS (continued)

7.3 Movement in available for sale investments is as follows:

2086 2015
As at 1 January 18,675,928 i8,406,218
Change in fair value (1,287,914} {330,293y
Asat 31 December 16,788,611 18,075,925
8.  PROPERTY, PLANT AND EQUIPMENT. NET
Property, plant and equipment, net comprises of the foliowing:
2016 2013
Property, plant and equipment (Note 8.1) 256,793,743 265,913,579
Property and equipment of bonded and re-export
project {Note 8.2} 217,316,428 200257224
Property and equipment - quay project (Note 8.3) 437,030,181 241,482,700
911,134,352 707,653,503
H
H
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SAUDI INDUSTRIAL SERVICES COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 3| December 2016
Expressed in Saudi Arabian Riyals

8. PROPERTY,PLANT AND EQUIPMENT, NET {continued)

a) The desalination plant and filling stations are situated on fand leased from the Jeddah Islamic
Port for a period of 20 vears from 7 March 2000 corresponding fo 1 Dhul Hijjah 14204,
Kindasa Water Services Company Limited has the option of renewing the lease agreement on
expiry of the initial fease term,

b) The property, plant and equipment of Kindasa Water Services Company Limited with a net
book value of SR 175,281,761 {2015: SR 188,030,389) are morigaged to Saudi Industrial
Development Fund (Note 13 (a)). '

¢} Capital work-in-progress mainly represents extension and upgradation of pipelines and water
filters and construction work on new logistic hub project in Jeddah.

8.2  Property and equipment of bonded and re-export project

The movement in property and equipment of bonded and re-export profect is as follows:

Leaschoid Buildings on Capital work.
improvements  leasehold land Equipment  ine progress Total
{(Note 8.2 {a))
Lost:
Balance at | January 2016 118,462,733 147,761,635 3483142 10,792,435 280,499,945
Additions during the year 33,400 - -- 23,762,002 25,815,402
Transfers during the year 1,153,110 -- - (1,133,110 -

Balance at 31 December 2016 119,669,243 7761635 3483,142 35401327 306,315,347

Depreciation:

Balance at | January 2016 40,452,976 37,390,364 2,399,381 - 80,242 721
Charge for the vear 3.502 525 4,814,828 261,786 - 8,580,139
Reclassitication (Note 8.1) - - 182,039 - 182,059
Balance at 31 December 2016 43,955,501 42,205,192 284472 - 89.004.9i9
Net book valye:

At 31 December 2016 75,713,742 15,556,443 638,916 35.4001,327 217,310,428
At 3] December 2015 78,009,757 113,371,271 {083,761 16,792,435 200237224

a) Capital-work-in progress mainly represents construction work on new logistic park project in
Jteddah and upgradation and renovation of existing facilities at bonded and fre-export zone,

b) The buildings and leasehold improvements are situated on a plot of fand leased from Jeddah
Islamic Seaport Authority for a nominal annual rental, The initial lease agreement is for 20
Hijra years starting from Muharram 15, 1419H {corresponding to 11 May 1998) with a grace
period of two Hijra years, On Ramadan 22, 1424H {corresponding to November 16, 2003) the
Jease agreement was extended to 40 Hijra years,
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SAUD! INDUSTRIAL SERVICES COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016
Expressed in Saudi Arabian Rivals

8. PROPERTY, PLANT AND EQUIPMENT, NET (continued)

8.3  Property and eguipment - quay project {continued)

a} Capital work-in-progress comprises the following;

2616 2013
Civil works 180,048,536 46,906,383
Equipments 26,511,794 40,093,532
206,557,330 81,000,115

b} RSGT’s new Hara facility has been secured against property and equipment — quay project
{MNote 13 {d)).

8.4  Depreciation charge for the year has been atlocated as folows:

2016 2013
Cost of revenue 41,817,881 34,993,766
Selling and distribution expenses (Note 2%) 7,360,877 6,809,928
Generat and administration expenses {Note 26) 6,866,184 4,472,385
Reclassified under discontinued operation -- 727,435
56,044,072 47,003,514
9. INTANGIBLE ASSETS - QUAY PROJECT
Quay projeet’s intangible assets consist oft
2016 2013
Quay praject’s intangible assets {Note *a’ below) 1.265,651,723 £,331,555.732
Right to use land (Note ‘b’ below) 28,432,583 29,565,153

1,293,484,306  1,361,120,885

a} Intangible assets — Quay project

The movement in intangible assets — quay project is as follows:

Cost;
Balance at | January 2016 1,718,018.899
Disposals during the year ' £195,734)
Bafance at 31 December 2016 1,717.823,265
Amortisation:

Balance at | January 2816 386,463,267
Charge for the year 66,504,009
Disposals during the year {195.734)
Balance at 31 Becember 2016 452,771,542

Net book value:

At 31 Beeember 2016 1,265,081,723
At 3} December 2015 1,331,535,7312
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9.

14,

INTANGIBLE ASSETS - QUAY PROJECT {continued)

b} Saudi Trade and Export Development Company {Tusdeer) (“an affiliate of RSGT”) had an
agreement with Saudi Arabian Seaports Authority (“SEAPA™) for the construction of a container
terminal at the re-export zone of Jeddah Islamic Port, This Build-Operate-Transfer {(*“BOT")
Service Congession Agreement with SEAPA has been novated by Tusdeer to RSGT, effective
fron: 22 Shawal 1428H {corresponding to 3 November 2007), and the duration of this agreement
is 32 years, As per the BOT agreement, at the end of the concession period, the property and
equipment underlying the quay project’s infangible assets shall be transferred to SEAPA,

¢} Amortization charge for the year amounting 1o SR 66,504,009 (2015: SR 66,504,009) has been
alocated to costs of revenue.

d) RSGT's ljara facility has been secured against intangible assets — quay project (Note 13 {by,
e} Quay projects intangible assets are being amortised over the useful lives of the vnderlving assets
(representing the property and equipment) or the remaining term of concession, whichever is

shorter.

GOOPWILL

Goodwill of SR 9.3 millien (2015: SR 9.3 million) was recognised on acquisition of Kindasa Water
Services Company, a subsidiary; and its carrving value as of 31 December 2016 is SR 8.8 milkon
(2013: SR 8.8 millon).

The management reviews goedwill for impairment annvally and when there is an indicator of
impairment. For the purposes of impairment testing, goodwill has been altocated to the associate
{i.e. cash generating unit). The recoverable amount of the cash generaling unit has been defermined
based on a value in use caleulation using cash flow projections based on financial budgets approved
by senior management.

During the year ended 31 December 2016, goodwill has been reviewed for impairment and the
management has ascertained that no impairment is required,
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it

12.

DISCONTINUED OPERATIONS

a) During 2013, Suppori Services Operations Company (ISNAD) (a subsidiary of SISCO)
received a notice from Saudi Industrial Property Authority (the Authority) No, 2/1/2733 issued
on 1 Dhul Qadah 1436H, corresponding to 26 Angust 2015, confiming the completion of the
contract of Riyadh Services Station at the end of the lease term (20 Safar 1437H, corresponding
t0 2 December 2015). As this resulted in the discontinuation of activity of the stat ton, the net
value of the buildings and other assets relating to the Riyadh Service Station were disposed off.

Net results of the discontinued operation were as follows:

2016 2015
Sales - 14,563,619
Cost of sales - {11,822.245)
Gross Profit - 2,740,774
General and administrative expenses - (1,103,244}
Selling and distribution expenses e {612,708)
Net operating profit - 1,022,822
Gain on disposal of property and equipment of
discontinued operations - 50,000
Other income -- 1,500
Net income from discontinued eperation - 1,074,322
TRADE PAYABLES AND OTHER CURRENT LIABILITIES
2016 2013
Accrued expenses 51,970,355 63,990,707
Provision for Zakat contingency (Note 28} 19,696,598 24,674,592
Uneamned revenue 12,155,846 18,977,068
Other payables 17,608,302 13,785,039
Trade payables 17,522,378 3,785,929
Payvable to Pori authorities 7,843,226 4,012 541
Zakat payable {Note 28) 6,593,665 9,962,179
Amounts due to related parties (Note 22) 6,486,925 5,038,080
Advances from customers 1,825,830 533,814
Unciaimed dividends 538,668 249,159
Income tax payable (Note 28) 943,138 F 137,695
Retentions payable 825,026 2,044,553
144,869,957 199.611.630
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13, LONG TERM LOANS AND BANK FACHITIES

Long-term toans and bank facilities as at 31 December are as foHows:

Saudi Industrial Development Fund Joan (ote 13 {ap
ljara facilities obfained from banks (note 13 (b))
Long-term loan (note 13 {c))

Long-term loan

Long-term loan

Long-term loan {note 13 (d))

Total long-term loans
Less: current portion

Non-current pertion

2016 2015
$,406,600 13,060,000
820,163,125 907,734,221
8,926,545 21873080
- 1,558,503
-- 1,560,000
114,329,781 --
052,419,451 950,667,724
(116,617,870) (112,482,638)
836,401,581 838,183,086

a) During 2003, Kindasa obtained a loan of SAR 64.5 million from Saudi Industrial Development
Funds (“SIDF”) to finance the extension of the desalination plant, During 2011, the facility
amount was increased fo SAR 109.1 million, The foan is secured by the mortgage over
Kindasa’s property and cquipment (Note 8. {b)) and personal guaranices from its
shareholders. The loans agreements include certain covenants such as limiting rents, capital
expenditure, dividends and maintenance of cerlain financial ratios. The remaining amount of
toan is repayable in two instaliments with maturity of up to July 2017,

Long-term loan
L.ess: current portion

Long-term portion

2616 2013
9,000,000 18,000,000
(9,060,080} (8.000,000)
e 9,600,000

b} During 2007, RSGT, entered info an Jara arrangement with two banks to obtain a loan of SR

1,271 million. The Hara facility is secured by the intangible asseis -
{Note 9 {d)). The remaining amount of loan is repayable in fourteen ses
with maturity of up to Decenber 2023. The loan bears compnission

agreed margin,

quay project of RSGT
mi-annual instaliments,
rate of SIBOR plus an

The facility includes unamortised portion of the advance rentals and other fees paid to the
banks, this will be amortised over the remaining period of the lara facitity.

2016
Long-term Hara financing 848,884,395
Less: unamortized portion of advance rentals paid {28,721,270)
820,163,125
/ Less: carrent portion {98,091,325)
1.);; Non-current portion 722,671,860

2015

940,558,528
(32,824,307)
907,734,221
(91,674,135)

816,060,085
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LONG TERM LOANS AND BANK FACILITIES (continued)

¢} During 2013, Tusdeer entered into an agreement for a long-term loan facility with a commercial

bank up to a maximum aggregate amount of SR 35 million, As at 31 December 2016, full
amount of the loan has been utilised, The loan carries comnyission at commercial rates and the
remaining amount of loan is repavable in two instalments with maturity of up to December
2017. The loan is secured by assigning rights of the rental income and through promissory
notes.

2016 2015
Long-term foan 8,926,548 21,873,600
Less: current portion of term loan {8,926,545) (8,750,600}
Nen-cutrent poriion ~ 13,125,000

During 2016, RSGT entered into an Yara arvangement with two banks to obtain a loan of SR
260 mittion for expansion of its existing berths, The tara facility is secured by the property
and equipment — quay project of RSGT (Note 8.3 {b)). The loan carries commission at
commercial rates (SIBOR plus an agreed margin) and is repayable in twelve semi-annual
mnstallments ending in December 2023, The first installment of the loan facifity is payable in
June 2018.

201 2015
Long-term loans 118,229,781 -
Less: unamortized portion of advance rentals paid (3,900,600) --
Non-current portion 114,329,781 --

During 2016, Kindasa entered into an agreerent for a long-term facility with a commercial
bank amounting to SR 24 million to finance the construction of a Bew water desalination
facitity ar Rabigh. The loan carries commission at commercial rates {SIBOR plus an agreed
margin} and is repayable in quarterly instabuents commencing one year after the first
drawdown, The foan is secured by secondary mortgage ever Kindasa's property and equipmend,
The loan agreement include certain covenants such as capital expenditure, routing of proceeds,
dividend payments and maintenance of financial ratios. As at 31 December 2016, Kindasa has
not availed this facility.
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14, OTHER LONG-TERM LIABILITIES

Other long term Habilities are as follows:

2016 2013
Frovision for asset replacement cost (Note “a™) 54,386,614 44,425,073
Cthers 215,831 236,160

54,602,445 44,661,233

ay Provision for asset replacement cost

As per the BOT agreement with SEAPA, RSGT (one of the subsidiaries of the Company) has an
obligation to replace certain machinery and equipment (“the Equipment”} during the fenure of the
agreement. The management of RSGT has estimated that RSGT will be required to incur an amount
of SR 429 million (2013: SR 429 miltion) to replace the Equipment. The useful life of the Equipment
shall extend beyond the expiry of the BOT agreement and the remaining net book value of the
Equipient at the end of the concession agreement is estimated to be SR 304.9 million (2015; SR
304.9 miilion). As at 31 December 2016, an amount of SR 34,39 miltion {2013: SR 44.43 million)
has been recorded as provision for equipment replacement cost.

During 2016, RSGT has used 3.9218% (2013 3.8806%) as discount rate for determining the
present value of obligation. The management believes that the discount rate used is reflective of
the term of obligation,

The movement kn the provision for asset replacement cost is as follows:

2016 2015
Balance at | January 44,425,673 37,121,690
Provided during the year
- Charge for the vear 8,093,785 5,596,706
- Unwinding of discount 1,867,736 1,707,217
Halance at 31 December 54,386,614 44,425,073

i5. EMPLOYELS' END OF SERVICE BENEFITS

The movement in employees’ end of service benefits during the year was as follows:

2016 2015
Balance at I Janvary 21,638,938 17,936,255
Charge for the vear 5,910,350 5,738,185
Payments made during the vear (4,174,471 {2,035, 702)
Balance at 31 December 23,374,817 21,638,938
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16.

BERIVATIVE FINANCIAL INSTRUMENT

During 2012, a subsidiary “Red Sea Gateway Terminal Company Limited” entered into a Profit
Rate Swap contract with a commercial bank to hedge its exposure to the variability in cash flows
arising from profit payments on ljara facilities obtained from banks. The negative fair value of this
instrument as at 31 December 2016 is SR 0.51 miilion (2015: negative fair value SR 0.017 miltion).
The maturity date of the instrument is 30 June 2017,

For the purposes of hedge accounting, hedging instrument is classified as a cash flow tedge. The
fair value and notional amount of the hedge are as follows:

2016 2015
Negative Notional Negative Notional
EFair Value Amount Fair Value - Amount
Profit Rate Swap {309,730 309,330,635 {12,276) 564,335,119
Movement in derivative financial instruments is as folows:
2016 2015

Balance at | January {17,276) {6,583,433)

Change in fair value {492, 454) 6,568,159

Balatce at 31 December {509,730) {17.276)

During 2013, a subsidiary “Saudi Trade and Expont Development Company Limited” entered into
a Profit Rate Swap contract to hedge its exposure 16 the variabilily in cash flows arising from profit
payments on long-term loan facilities obtained from banks. The positive fair vakie of this
instrument as at 31 December 2016 is SR 0.025 miliion {2015: positive fair value SR 0.004
million}, The maturity date of the instrument is 31 December 2017,

For the purposes of hedge accounting, hedging instrument is classified as a cash flow hedge. The
fair value and notionat amount of the hedge are as follows:

261 2015
Positive Motional Posttive Notiona}

Fair Value Amount Fair Value Amount
Profit Rate Swap 24,935 8,750,000 4,234 17,500,600
Mevement in derivative financial instruments is as follows:

2016 2013

Balance at | January 4,236 {202,555}
Change in fair value 20,694 206,791
Balance 5t 31 December 24,930 4,236
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7.

18,

19,

26,

21.

SHARE CAPITAL

The authorised and paid up capital of the Company is divided into 68 million shares (2015: 68
mitiion shares) of SR 10 each.

STATUTORY RESERVE

In accordance with the Company’s Bylaws and the previous Saudi Arabian Regulations for
Companies, the Company sets aside 10% of its net income in each vear 1o a stafutory reserve untif
such reserve equals to 50% of the share capital. The new Saudi Arabian Regulations for Companies
issued on 23 Rajab 1437H (corresponding to May 2, 2016) requires companies fo set aside 10% of
its net income in each year to a statutory reserve until such reserve reaches 30% of the share capital,
The Company s currently in the process of amending its Bylaws as described in note 2. This reserve
is currently not available for distribution to the shareholders of the Company.,

SPECIAL RESERVE

As required by the Company’s Bylaws, 3% of the net income for {he year should be transferred to
aspecial reserve to be spent on matters of benefit to the Company. The Company may resolve to
discontinue such transfer when the reserve totals one half of its share capital,

EFFECT OF REDUCING SHAREHOLDING PERCENTAGE IN A SUBSIDIARY

During 2003, Tusdeer increased its capital 1o SR 80 million. The Parent Company had contributed
SR 17,300,600 (divided into 17,300 shares) for the increase in Tusdeer’s capital. Subsequently to
the capital increase, the Parent Company held 60,800 shares representing 76% of the Tusdeer’s
capital compared to a shareholding of 96.67% prior to capital increase.

Due to the decrease of the Parent Company’s shareholding in Tusdeer, the Parent Company’s share
in the accumulated losses of Tusdeer consequently decreased as other shareholders of Tusdeer had
partially absorbed accumulated losses of SR 4,641,143 in addition to SR 12,075 arising from
decrease of shareholding percentage in other subsidiaries during 2008. The above transactions were
included in Parent Company’s equity in the consolidated balance sheet.

EFFECT OF INCREASING THE OWNERSHIP PERCENTAGE IN A SUBSIDIARY

During the year, the Company acquired additional 5% stake in Kindasa from other shareholders in
the entity amounting to SR 11,865,431 against considerations of SR 15,000,600, The Company has
accounted for this transaction as an equity transaction with non-controling interests without change
in control.
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22. RELATED PARTY TRANSACTIONS AND BALANCES

a) Parties are considered to be related if one party has the ability to confrol the other party or
exercise significant influence on the other party in making financial and operating decisions,

Related parties include the shareholder, directors, associated companies and key management
personnel of the Group. Pricing policies and terms of these transactions are approved by the
Company’s Board of Directors,

Related party transactions mainly represent services, expenses and other transactions which are
undertaken at mutually agreed rerms.

Significant related party transactions for the year ended 31 December and balances arising there
from are described as under;

Due from related parties - under trade receivables:

Nature of
Name Relationship  fransactions Amount of transactions Closing balance
2016 015 2816 2015
International Water
Distribution Sales of goods
Company Limited  Associate and services 64,309,157 39,777,135 10,442,060 14,984,937
Halwani Bros Co. Affiliate Sale of goods 186,876 733,432 2,640 168,720
Arabian Bulk Trade Lease of land
Limited Affiliate and warchouses 769,290 1,494,372 67,318 483,649
Lease of land
Ambro limited Affiliate and warehouses - o 274,101 333.0M
Saudi Cable Lease of land
Company Limited  Affiliate and warchouses 993,828 854,179 174,326 128,244

10,960,385 16,105,621

u/
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22. RELATED PARTY TRANSACTIONS AND BALANCES {continued)

Due from related parties ~ under other receivables:

Nature of

Name Relationship  #ansactions Amaount of transaciions Closing balance
2016 2015 2016 2015
Stork Technical Associate Payments made by
Services Saudi the Group on behalf’
Arabia Limited of Associate 1,388,754 1,869,550 - 1,358,843
Service charges
charged to
Assoriate - 34,209 - .

Expenses incurred
by subsidiary on
behalf of Associate 2,468 626,560 2,400 144,157

Al Jabr Talke Assaciate Services rendered
Company Limited to Associate 333,332 617,533 - }3,755

Repayment of
advances by
Associate

X
'

{3,146,825) - .
Dividend received

from Associate 3,7 76, 107
Expenses cross

charged by

Associate (1727 {603,778) - -~

Saudi Waterand  Associate Sale of goods and . ) .
Environmental services 4,765,535 LI51739 348539 383,850
Services Company . .
ey Dividend received
Limited from Associate 1,960,000 1,960,000 - -

Payments made by
Group on behalf of
Associate - 5,441476 - --

Xenel Industries Shareholder  Payments made by

Linsited the Group on behalf

of the Shareholder 799,202 680,988 212,782 -
Intetnational Associate Services rendered
Water And 1o Associate 666,600 660,000 - -
Disiribution
Company Limited Expenses incurred

by Associate on
behalf of the Group (16,660) - - -

Expenses incirred

by Group on behalf
of the Associate 144,235 99,0303 791779 1,543,544
Aecom Arabia Afiiliate Payments made by
Limited {formerly the Group on behalf
Resource Science of Afiiliate 36,939 27,287 64,226 27,287
Arabia Limited)
J’j 1,425,726 3471436

33




SAUDI INDUSTRIAL SERVICES COMPANY
€A Saudi Joint Stock Company)

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016
Expressed in Saudi Arabian Rivais

22, RELATED PARTY TRANSACTIONS AND BALANCES {continued)

Due to related parties under trade pavables and other citrrent tighilities:

Nature of
Name Relationship  transactions Amount of transactions Closing balance
2016 2013 2016 2013
Karam Fedics Affiliate Purchase of goods
and services 8,590,778  10.514,876 2,155,204 889,907
Aecom Arabia
Limited (formesly
Resource Science Purchase of goods
Arabia Limited) Affiliate and services v 93,533 - -
Purchase of goods
Hidada Limited Affiliate and services 316130 930,604 721,868 T22868
Expenses incurred
by the sharcholder
Xenel Industries on behalf of the
Limited Sharchoider  Group 1,783,825 2,108,884 - 143,894
Water and
Environmental
Services Company Purchase of goods
Limited Affiliate and services 21,874,814 21,782,741 3,266,369 3138566
Saudi Cable
Company Limited  Affiliate Purchase of goods 1,068,659 - - -
Haii Abdullah Al
Reza & Co.
Limited - General
Technical Bivision  Affiliate Purchase of goods 225,136 34,333 28,439 -
Alireza Travel and Purchase of goods
TFourism Company A ffiliate and services 2,021,845 2,140,910 314,108 142,843

6,486,923 5,038,080

b) Remuneration fo key management personne)

Remuneration, compensation and bonuses of the key management personnel / executive
directors and attendance fee of Board Directors and members of Board Committees paid during
the year ended 31 December 2016 was SR 17.32 million (2015%: SR 17.72 million}).
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23. REVENUE

Shipping and unloading services
Saie of potable water
Rentals and support services

24, COSTS OF REVENUE

Shipping and unloading services
Cost of sale of potable water
Retuals and suppont services

25, SELLING AND DISTRIBUTION EXPENSES

Salaries, wages and benefits
Depreciation {Note 8.4)
Utilities and telecommunication
Gthers

26, GENERAL AND ADMINISTRATION EXPENSES

Salaries, wages and benefits

Depreciation {Note 8.4)

Government and professional fees

Business development expenses

Utilities, telecommunication and office supplies
Provision for impairment loss

Provisiens for Zakat contingency

Others

26816 2813
432,958,764 409,706,163
105,782,652 105,895,817
104,577,576 100,482,102
640,318,392 616,084,082

20156 2018
244,028,144 223,330,583

66,828,107 64,065,933
32,115,791 30,679,485
342,972,042 320.276.003
2416 2013
3,488,161 3,231,871
71,360,677 6,809,928
870,196 1,210,000
1,869,022 2,968,002
13,287,456 14,219 80}
2016 2013
80,217,022 67.810,668
6,866,184 4,472,385
12,732,327 10,046,140
2,478,811 1,861,840
5,971,675 5,081,386
- 6,414,767
2,497,869 --
11,868,989 13,756,460
122,638,877 109,443,646

74
/O

¥/
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28,

OTHER INCOME / EXPENSES, NET

2018 2013
{Loss} / gain on sale of property, plant and equipment (135,569) 117,533
Other income {Note ‘a” and ‘b’ below) 12,148,938 2.006,290

12,013,369 2,123,823

Other income includes:

a} SR 2.5 million pertaining to compensation received by ene of the subsidiaries of the Company
agamst claims made in prior years.

b} SR 6.88 million pertaining to reversal of excess provision against Zakat contingencies made
in prior years, on account of recent decisions and hearings of GAZT.

ZAKAT AND INCOME TAX

Movement in Zakat provision during the year was as follows:

2016 2013
Balance at I January 9,962,179 9,572,066
Charge for the year 5,513,222 8,119,685
Amounis paid during the year {8,881,736) (1,729,572)
Balance at 31 December 6,593,665 9.962.179

Zakat was caleulated on the unconsolidated financial statement of the Company and iis subsidiaries.

Movement in tax provision during the vear was as follows:

2016 2015
Balance at 1 January 1,137,999 1 AG2,517
Charge for the year 3,817,100 3,738,265
Amounts paid during the year {4,011,961) (4,002,783)
Batance at 31 December 943,138 1,137,959

Tax charge during the year relates 1o share of non-controlling interests in subsidiaries.
Zakat assessments status of the Group

Parent Campany

The General Authority for Zakat and Tax (GAZT) raised assessments For the vears 2002 through
2008 with an additional liability of SR 25.8 million. The Company had filed an objection against
the GAZT’s assessment, The Higher Appeal Committee issued their decision during the vear.
Following the issuance of the decision, the GAZT raised a revised assessment amaounting fo SR 9.3
ntiliion. The assessment does not take into consideration SR 3.9 milfion paid “under protest” at {le
time of filing an appeat with HAC.
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ZAKAT AND INCOME TAX (continued)

Zakat assessments stafus of the Group (continued)

SISCO has filed an appeal against the decision issued by the Higher Appeal Commiliee with the
Board of Grievances. In addition, the Company has also requested the GAZT to reconsider their
revised assessment.

Furthermore, the GAZT raised assessments for the years 2009 through 2013 with an additional
Zakat and withholding tax tability of SR 10.95 million. The Company accepted and paid the
imposition of Zakat ameunting to SR 0.016 million, An appeal against the remaining amount was
filed by the Company with the GAZT. The Preliminary Appeal Committee (PAC) issued their
decision reducing the Hability to SR 7.1 million. The Company has fited an appeal with the Higher
Appeal Committee (HAC) and submitted a bank guarantee of SR 7.1 million, based on their
understanding of the PAC decision.

The Parent Company has filed its Zakat returns for the years 2014 and 2015, Upto the date of this
report, GAZT is yet to raise the assessment for the years ended 31 December 2014 and 2615,

Subsidiaries

Red Sea Gateway Terminal Company Limited and Red Sea Ports Development C; ompany {“the
Subsidiaries '}

The GAZT has raised final assessment for the years 2011 through 2013 and claimed an additional
tax, withholding tax and Zakat differences amounting to SR 4,761,905, An appeal has been filed
against these assessments.

Consolidated returns are filed for RSGT and RSPD, Subsidiaries have finalized their Zakat and tax
assessments with GAZT up to 2010 and have filed their Zakat and income tax returns up to 2015,
Upto the date of this report, GAZT is yet 1o raise the assessment for the vears ended 31 December
2014 and 2013,

Sandi Trade and Export Develapment Companty Limited (“the Subsidiary”}

The Subsidiary has finalized its Zakat assessments with GAZT up to 2008 and has filed its Zakat
returns up to 2015, Upto the date of this report, GAZT is yet to raise the assessment for the vears
from 31 December 2009 10 31 December 2015,

Support Services Operaftion Compuny Limited (“the Subsidiary}
The Subsidiary has filed its Zakat returns up te 2015. Upto the date of this report, no assessments
have been received from GAZT.

Kindasa Water Service Company (“the Subsidiney”']

The Subsidiary has finalized its Zakat assessmients with GAZT up to 2008 and has filed its Zakat
returns up to 2013, Upto the date of this report, GAZT i3 vet to raise the assessment for the years
from 31 December 2009 to 31 December 2015,
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3.

EARNINGS PER SHARE

a)  Earnings per share on net income from main operations {operating profity for the year is
calculated by dividing net income from main operations by the weighted average number of
outstanding shares during the year. Earning per share has been calculated on net income from
main eperations attributable to the Group (including minority interest).

b} Earnings per share on net income for the year is caleulated by dividing the net income
attributable to the equity holders of the Parent for the year by the weighted average number
of outstanding shares during the vear.

The calculation of diluted earnings per share is not applicable to the Group.

COMMITMENTS AND CONTINGENCIES

In addition to the Zakat contingency matters as disclosed in Note 28, the Group has the following
contingencies and commitmenis:

At 31 December 2016, the Group’s bankers have issued letters of guarantee amounting to SR 41.1
million (20151 SR 32.88 million) against which cash margin of SR 19,73 millien {2613: SR 11.51
mitiion) was paid.

At 31 December 2016, the Group’s bankers have issued fetters of credit amounting to SR 77.8
million (2015: SR Nil)

As at 31 December 2016, the Group has commitments for capital work in progress amounting to
SR 245.4 mitlion (2015: SR 26.09 miflion) mainly relating to berth expansion project, new logistic
hub and park construction project and new desalination plant construction and development project.

The Group has varicus operating leases for offices, facilities at port site (under concession
arrangements), fand for projects under construction and employees’ accomniodations. The leases
are for initial period for one year up to 40 Hijra years with options to renew the leases afier lease
periods. Lease payments are either fixed or increase annually to reflect market rentals. Rental
expenses for the year ended 31 December 2016 amounted to SR 27.53 million (2615: SR 22.34
mitlion)}.

At 31 December, the Group’s obligations under non-canceHable operating Jeases are aggregated as
follow:

2816 2015

2016 - 37,273,877
2017 25,735,596 25,735,596
2018 17,505,473 17,305,473
2019 17,505,473 17,305,473
2020 17,505,143 17,503,143
Thereafter 384,123,098 384,123,098

462,374,783 499,648,660
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RISK MANAGEMENT

The Group has exposure to the following risks:

- Commission gate risk
- Credit risk
Liquidity risk
Currency risk

I

This note represents information about the Group’s exposure toeach of the above risks, the Group’s
objectives, policies and processes for measuring and managing risk.

‘The Board of Directors has overall responsibility for the establishment and oversight of the Group’s
risk management framework, Senior management are responsible for developing and monitoring
the Group's risk management policies and repori regularly to the Board of Dircctors on their
activities.

Commission rafe risk

Commission risk arises from the possibility that changes in commission rates will affect fufure cash
flows or the fair vatues of financial instruments. The Group's exposure to commission risk primarily
arises from loans and bank facilities.

The management limits the Group’s comnission rate risk by monitoring changes in commission
rates, The Group is managing its commission rate risk on floating rate Yara facilities obtained from
banks vsing profit rate swap contract (note 13 (b} and 16).

A change of 10 basis points in commission rate on floating rate loans denominated in Saudi Arabian
Riyals at the reporting date would have increased / {decreased) the net result by the amounts shown
below. This analysis assumes that all other variables remain constant.

2016

+10 bps -10 bps

Loans and bank facilities {457,783) 457,783
2045

+10 bps -k bps

Eoans and bank facilities {376,223} 376,223
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RISK MANAGEMENT (continued)

Credit risk

Credit risk is the risk that one party will fail to discharge an obligation and wiil cause the other
party to incur a financial loss, The Group seeks to manage ifs credif risk with respect {o customers
by setting credit timits for individual customers and by maonitoring outstanding receivables. Four
targest customers account for 69% (2015; 74%) of the gross outstanding trade receivables as at
Becember 31, 2016,

With respect to credit risk arising from the other financial assets of the (roup, including bank
balances and cash, the Group’s exposure to credit risk ariges from default of the counterparty, with
a maximum exposure equal to the carrying amount of these insiruments,

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet
commitments associated with financial instruments. The Company manages its lguidity risk by
ensuring that funds are available when required.

The table below summarises the maturities of the financial liabilities at 31 Becember, based on
contraciual payment dates.

Year ended 31 Less than 31012

December 2016 3 months Months 120§ yeqrs >3 vears Total
Trade payable and

gther current labHities 104,620,710 - -~ -- 104,620,710
Lozftr?sv and bank

facilities 4,676,545 _102,863286 530,188,983  314.690,637  952.419,45]
Total 109,297,255 102,863,286 530,188,983 314,690,637 1,057,040,161
Year ended 31 Less than 3012

Diceember 2013 3 monihs Months ! 1o 3 years = 5 years Total
Trade payable and

ather current Habilities 95,459,792 - - - 95,439,792
Loans and bank

facilities 10,518,580  97,861.020 441232736 401,055,388 950,667,724
Total 105,978,372 97,861,020 441232736 401,055,388 1,046,127 516

Curreney risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in
foreign exchange rates. The Group is subject to fluctuations in foreign exchange rates in the pormal
course of its business, The Group's transactions are principaily in Saudi Riyals and United States
Dollars which is pegged 1o Saudi Riyals. Transactions in other foreign currencies are not material.
Currency Tisk is managed on regular basis,

FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a Hability settied between
knowledgeable willing parties in an arm’s length transaction. The Group’s financial assets consist
of cash and bank balances, investments, trade and other receivables, and its financial Habilities
consist of loans and borrowings, derivative financial instraments, trade and other payables. Except
for available for sale investment and derivative financial instruments which are stated at fair vaiuges,
the fair values of financial instruments are not materially different from their carrying values,
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BUSINESS SEGMENTS

The Group has the following main business segments:

. . @

These form the basis of internal management reporting of main business segments.

Following are the assets, labilities, sales and result of such segments as at and for the year ended

31 December:

2016
Assets

Liahifities
Revenue

Net income / (loss) before
non-centrolling interests

Net income / {foss) for the
year

2013
Assels

Liabilities
Revenue

Net income / (Joss) before
non-costroling interests

Net income / {loss} for the
year

Port development and operations

Water desalination and distribution
Logistic parks and support services
Corporate office: Consists of investment activities and head office functions.

Logistic
Port parks Water
development and desalination
and support and
pperations services  distribution
(SR*0060) {(SR’00%) {SR400)
1,902,083 312,472 269,797
1,081,166 41,333 14,961
432,959 181,577 105,782
83,127 40,164 106,643
52,838 26,719 13,508
Port Logistic Water
development  parksand  desalination
and support and
operations services  distribution
(SR (8} (SR’000) {SR600}
1,778,356 318,005 279,010
£.033,487 61,649 38,7142
499,706 160,482 163,896
93,154 44,483 13,942
58,543 30,631 9,980

The Group mainky operates in the Kingdom of Saudi Arabia.

41

Carporate
office Total
(SR*600)  (SR'060)
198,365 2,682,717
7436 1174916
e 640,318
{988) 142,894
(950} 92,092
Corporale
office Total
(SR'000)  (SR'0GO)
225,132 2,600,503
32,119 1,166,597
- 616,084
{8.64%) 141,936
(8,645) 59,509
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34. DIVIDEND AND DISTRIBUTION

In the Annual General Meeting of the Company held on 2 May 2016, the sharehoiders’ authorized
a final dividend of SR 0.5 per share {2015: SR 0.3 per share) amounting to SR 34 miliion (2015
SR 34 million} and remuneration to Board of Directors amounting to SR 1.4 million (2045: SR 1.4
million), which was appropriated from the retained earnings and paid during the period.

35, APPROVAL OF CONSOLIDATED FINANCIAL STATEMENTS

These consolidated financial statements were approved and authorised fo issue by the Board of
Directors on Jumada Al Awal 29, 1438H, corresponding to February 26, 2017,
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