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LIMITED REVIEW REPORT

To the Shareholders of The Saudi Arabian Amiantit Company
(A Saudi Joint Stock Company)

Scope of review

We have reviewed the accompanying interim consolidated balance sheet of The Saudi Arabian Amiantit
Company (the “Company”) and its subsidiaries (collectively referred to as the “Group”) as at 30 June 2016
along with the interim consolidated income statement for the three-month and six-month periods ended 30
June 2018, the interim consolidated cash flows statement for the six month period then ended, and the
related notes which form an integral part of these interim consolidated financial statements. These interim
consolidated financial statements are the responsibility of the Group's management and have been prepared
by them and submitted to us together with all the information and explanations which we required.

We conducted our limited review in accordance with the standard on Review of Interim Financial Reporting
issued by the Saudi Organization for Certified Public Accountants. A limited review consists principally of
applying analytical procedures to financial data and information and making inquiries of persons responsible
for financial and accounting matters, The scope of such limited review is substantially less than an audit
conducted in accordance with auditing standards generally accepted in the Kingdom of Saudi Arabia, the
objective of which is the expression of an opinion regarding the financial statements taken as a whole.
Accordingly, we do not express such an opinion.

Limited review conclusion

Based on our limited review, we are not aware of any material modifications that should be made to the
accompanying interim consolidated financial statements for them to be in conformity with accounting
standards generally accepted in the Kingdom of Saudi Arabia.

Emphasis of matter

We draw attention to note 6-b to the accompanying interim consolidated financial statements. As stated
therein, one of the wholly owned subsidiaries of the group is defending a claim filed by one of its sub-
contractors on a project in Iraq. In January 2016, the Iraqi court ruled in favor of the claimant. The subsidiary
appealed the court ruling at the Iragi court of appellate which, in March 2016, upheld the previous court
ruling. The subsidiary appealed the later ruling at the Iraqi court of cassation which, in April 2016, ruled to
accept the appeal and referred the case back to the court of appellate for reassessment. After that date and
up to the date of this report, there were no significant developments in the case. Based on the estimates of
the Group's own experts and lawyers, the Group's management believes that they have recorded an
adequate provision for this claim and the ultimate outcome of the litigation process would not result in any
additional financial impact on the accompanying interim consolidated financial statements.

BAKER TILLY MKM & AYAD AL SERAIHI CPA
Certified Public Accountants

« {
Ayad Obeyan Alseraihi
License No. 405

22 Shawwal , 1437
July 27, 2016
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THE SAUDI ARABIAN AMIANTIT COMPANY AND ITS SUBSIDIARIES
(A Saudi Joint Stock Company)

Interim consolidated balance sheet

As at 30 June 2016

(All amounts in Saudi Riyals thousands unless otherwise stated)

30 June 31 December 30 June
2016 2015 2015
Note (Unaudited) (Audited) (Unaudited)
Assets
Current assets
Cash and cash equivalents 140,944 166,501 97,941
Accounts receivable 2,024,457 2,041,053 1,957,647
Inventories 1,071,406 1,276,130 1,274,598
Prepayments and other receivables 224,915 256,647 229,734
3,461,722 3,740,331 3,559,920
Non-current assets
Investments in associates 130,640 127,923 119,982
Property, plant and equipment 728,646 728,308 749,411
Intangible assets 13,283 13,251 13,590
Deferred income tax assets 8,285 8,067 8,610
Other non-current assets 27,729 26,628 66,035
908,583 904,177 957,628
Total assets 4,370,305 4,644,508 4,517,548
Liabilities
Current liabilities
Short-term borrowings 1,379,061 1,618,177 1,869,276
Current maturity of long-term borrowings 130,573 18,560 3,155
Accounts payable 347,800 528,844 592,707
Accrued expenses and other liabilities 321,725 320,899 319,820
Zakat and income tax provision 81,534 90,889 64,709
2,260,693 2,577,369 2,849,667
Non-current liabilities
Long-term borrowings 570,182 426,728 45,202
Employee terminal benefits 77,983 78,743 79,308
Warranty provisions 12,689 13,338 19,204
Other non-current liabilities 18,924 19,966 16,488
679,778 538,775 160,202
Total liabilities 2,940,471 3,116,144 3,009,869
Shareholders’ equity
Share capital 1,155,000 1,155,000 1,155,000
Statutory reserve 189,472 189,472 179,335
Retained earnings 4 250,838 332,190 292,791
Employees shares program and reserve (31,914) (31,914) (30,087)
Change in the fair value of interest rate swap 5 (1,705) - -
Currency translation differences (170,841) (181,349) (158,800)
Equity attributable to the shareholders of
the Company 1,390,850 1,463,399 1,438,259
Non-controlling interests 38,984 64,965 69,420
Total equity 1,429,834 1,528,364 1,507,679
Total liabilities and equity 4,370,305 4,644,508 4,517,548

The accompanying notes from 1 to 7 form an integral part of these interim consolidated financial statements.




THE SAUDI ARABIAN AMIANTIT COMPANY AND ITS SUBSIDIARIES

(A Saudi Joint Stock Company)

Interim consolidated income statement (unaudited)
For the three-month and six-month periods ended 30 June 2016
(All amounts in Saudi Riyals thousands unless otherwise stated)

Sales
Cost of sales
Gross profit

Operating expenses
Selling and marketing
General and administrative
Income from operations

Other income (expenses)
Share in net income (loss) of associates
Financial charges, net
Other, net
Income (loss) before foreign income
tax, zakat and non-controlling interests

Foreign income tax

Zakat

Income (loss) before non-controlling
interests

Non-controlling interests
Net income (loss) for the period

Earnings per share (Saudi Riyals):
e Operating income
e Net income (loss) for the period

For the three-month period
ended 30 June

For the six-month period
ended 30 June

The accompanying notes from 1 to 7 form an integral part of these interim consolidated financial statements.

Note 2016 2015 2016 2015
599,600 713,606 1,219,133 1,444,967
(511,102) (599,653) (1,023,147) (1,210,120)

88,498 113,953 195,986 234 847
(18,853) (21,408) (42,009) (42,853)
(44,186) (46,414) (89,087) (88,494)

25,459 46,131 64,890 103,500
4,300 (3,865) 2,193 (4,375)
(26,586) (22,833) (54,167) (41,782)
11,459 8,099 (14,129) (1,009)

14,632 27,532 (1,213) 56,334

(1,647) 1,846 (3,403) 1,851
(7,751) (8,250) (16,500) (16,500)

5,234 21,128 (21,116) 41,685

(1,910) 4,852 (2,850) 10,153

3,324 25,980 (23,966) 51,838

2.25
0.22 0.41 0.57 0.91
0.03 0.23 (0.21) 0.46
3 LI e, o |




THE SAUDI ARABIAN AMIANTIT COMPANY AND ITS SUBSIDIARIES

(A Saudi Joint Stock Company)

Interim consolidated cash flows statement (unaudited)

For the six-month period ended 30 June 2016

(All amounts in Saudi Riyals thousands unless otherwise stated)

Operating activities
Net (loss) income for the period
Adjustments for non-cash items
Depreciation, amortization, and impairment
Share in net (income) loss of associates
Provisions
Deferred income tax credits
Provision for zakat and foreign income tax
Income (loss) attributable to non-controlling interests
Changes in working capital
Accounts receivable
Inventories
Prepayments and other receivables
Accounts payable
Accrued expenses and other current liabilities
Employee terminal benefits, net
Zakat and foreign income tax paid
Net cash generated from (utilized in) operating activities

Investing activities

Investment proceeds

Purchase of property, plant and equipment
Intangibles and other non-current assets incurred
Net cash utilized in investing activities

Financing activities

(Decrease) increase in short-term borrowings
Proceeds from long-term borrowings

Repayments of long-term borrowings

Dividends paid

Board of directors’ remuneration paid

Net change in non-controlling interests

Net change in other non-current liabilities

Net cash (utilized in) generated from financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at 1 January

Foreign currency translation movement

Cash and cash equivalents at 30 June

Non-cash transaction:

Note

For the six month period ended

30 June
2016 2015
(23,966) 51,838
50,279 62,339
(2,193) 4,375
27,990 -
(82) (107)
19,903 14,649
2,850 (10,153)
16,596 (92,843)
204,724 (134,137)
3,332 (47,152)
(182,919) 141,626
826 2,844
(760) 1,073
(29,258) (32,461)
87,322 (38,109)
- 30,000
(39,671) (26,019)
(2,038) (4,192)
(41,709) (211)
(239,016) 46,085
256,197 2,987
(1,524) (6,083)
(75,075) -
(1,800) -
(7,294) (13,580)
(3,396) 5143
(71,908) 34,552
(26,295) (3,768)
166,501 105,768
738 (4,059)
140,944 97,941

The acquisition of shares in two subsidiaries from a non-controlling partner on 15 June 2016, as referred to in
note 1, has not been reflected in the above figures as the transaction did not include any exchange of cash

or cash equivalents.

The accompanying notes from 1 to 7 form an inte;gral part of these interim consolidated financial statements.
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THE SAUDI ARABIAN AMIANTIT COMPANY AND ITS SUBSIDIARIES
(A Saudi Joint Stock Company)

Notes to the unaudited interim consclidated financial statements

For the six-month period ended 30 June 2016

(All amounts in Saudi Riyals thousands unless otherwise stated)

General information

The Saudi Arabian Amiantit Company (the "Company” or “SAAC”) and its subsidiaries {(collectively referred to
as the “Group”) consist of the Company and its various Saudi Arabian and foreign subsidiaries. The Group is
principally engaged in manufacturing and selling various types of pipes and related products, licensing of
related technologies, water management services including related consultancy, engineering and operations,
and operating manufacturing facitities.

The Company is a joint stock company, registered in the Kingdom of Saudi Arabia, operating under
Commercial Registration No. 2050002103 issued in Dammam on 17 Rabi' [ 1388H (13 June 1968). The
registered address of the Company is P.O. Box 589, First Industrial Areg, Dammam 31421, the Kingdom of
Saudi Arabia.

On 15 June 2016, the Company executed a2 share purchase agreement with the U.S. based corporation
Ameron Inc. {"Al") whereby the Group acguires from Al the minority shares of the concrete pipe companies of
the Group, namely Ameron Saudi Arabia Limited ("ASAL™ and Saudi Arabia Concrete Products Limited
("SACOP"). The Company purchased 30.3% of the shares of ASAL and 17.4% of the shares of SACOP,
fhereby becoming the sole partner of both companies, for a total consideration of SR 1.9 million. The
Company will pay this amount upon finalization of legal formalities, which is expected to take place next
quarter. The consideration paid was less than the carrying amount of non-controlling interests acquired by SR
19.5 million, This difference was recognized directly as an increase in retained earnings.

The accompanying interim consolidated financial statements were authorized for issue by the Company's
board of directors on 27 July 2016.

Summary of significant accounting policies

These interim consolidated financial statements have been prepared in accordance with accounting standards
generally accepted in the Kingdom of Saudi Arabia. The significant accounting policies adopted are as follows:

2.1 Accounting convention

The accompanying interim consolidated financial statements have been prepared under the historical cost
convention using the accrual basis of accounting modified to include the measurement at fair value for
financial derivatives.

2.2 Resulis of interim period

The accompanying interim consolidated financial statements include all adjustments comprising mainly of
normal recurring accruals considered necessary by the Group’s management to present a fair statement of
the financial position, results of operations and cash flows. The interim results of operations may not represent
a proper indication for the annual results of operations. These interim consolidated financial statements and
notes should be read in conjunction with the annual audited consclidated financial statements and the related
notes for the year ended 31 December 2015.

2.3 Critical accounting estimates and judgments

The preparation of financial statements in conformity with generally accepted accounting principles requires
the use of certain critical estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the reporting date and the reported amounts of revenues
and expenses during the reporting period. Although these estimates are continually evaluated and are based
on historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. Management makes estimates and assumptions concerning the future
which, by definition, seldom egual the related actual results.



THE SAUDI ARABIAN AMIANTIT COMPANY AND ITS SUBSIDIARIES
{A Saudi Joint Stock Company}

Notes fo the unaudited interim consolidated financial statements (continued}
For the six-month period ended 30 June 2016

(All amounts in Saudi Riyals thousands unless ctherwise stated)

Summary of significant accounting policies (continued)
2.4  Investments
(a) Subsidiaries

Subsidiaries are entities over which the Group has the power to govern the financial and operating policies to
obtain economic benefits generally accompanying a shareholding of more than cne half of the voting rights.
Subsidiaries are fully consolidated from the date on which contral is fransferred to the Group. They are de-
consolidated from the date that control ceases.

The acquisition method of accounting is used to account for the acquisition of subsidiaries. The excess of the
cost of acquisition over the fair value of the Group's share of the identifiable net assets acquired is recorded
as goodwill. Goodwill arising from acquisition of subsidiaries is reported under “Intangible assets” in the interim
consclidated balance sheet. Goodwill is tested annually for impairment and carried at cost, net of impairment
losses, if any.

Inter-company transactions, balances and unrealized gains and losses on transactions between Group
companies are eliminated.

(b)  Associates

Associates are entities over which the Group has significant influence but not control, generally accompanying
a shareholding of between 20% and 50% of the voting rights. invesiments in associates are accounted for
using ihe equity method of accounting and are initially recognized at cost. The Group’s investment in

associates includes goodwill identified on acquisition, which is adjusted subsequently for impairment loss, if
any.

25 Segmentreporting

(a) Business segment

A business segment is a group of assets, operations or entities:

(i) Engaged in revenue producing aclivities;

(i) Results of its operations are continuously analyzed by management in order to make decisions related

to resource allocation and performance assessment; and
iii) Financial information is separately available.

(b} Geographical segment

A geographical segment is a group of assets, operations or entities engaged in revenue producing activities
within a particular economic environment that are subject to risks and returns different from those operating in
other economic environments.

2.8  Foreign currencies
(a) Reporting currency

These interim consolidated financial statements are presented in Saudi Riyals which is the reporting currency
of the Company.

(b} Transactions and balances

Foreign currency transactions are translated inte Saudi Riyals using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation of monetary assets and liabilities denominated in foreign currencies at the period-end
exchange rates are recognized in the income statement.

(c) Group companies

Cumulative adjustments resulting from the iranslation of the financial statements of the foreign subsidiaries
into Saudi Riyals are reported as a separate component of equity.

Dividends received from subsidiaries and associates are translated at the exchange rate in effect at the
transaction date.



THE SAUDI ARABIAN AMIANTIT COMPANY AND ITS SUBSIDIARIES
{A Saudi Joint Stock Company)

Notes to the unaudited interim consolidated financial statements (continued)
For the six-month period ended 30 June 2016

(Al amounts in Saudi Riyals thousands unless othenwize siated)

Summary of significant accounting policies {continued)
2.7 Derivative Financial Instruments

Derivative financial instruments are initially recorded af cost and are re-measured to fair value at subsequent
reporiing dates. Changes in the fair value of derivative financial instruments that do not qualify for hedge
accounting are recognized in the interim consolidated income statement as they arise.

A fair value hedge is a hedge of the exposure to changes in fair value of an asset or liability that is already
recognized in the interim consolidated balance sheet. The gain or loss from the change in the fair value of the
hedging instrument is recognized immediately in the interim consolidated income statement. At the same time,
the carrying amount of the hedged item is adjusted for the corresponding gain or loss since the inception of
the hedge, which is also immediately recognized in the interim consolidated income statement.

A cash flow hedge is a hedge of the exposure to variability in cash flows relating fo a recognized asset or
liability, an unrecognized firm commitment or a forecasted transaction. To the extent that the hedge is
efiective, the portion of the gain or loss on the hedging instrument is recognized initially directly in equity.
Subsequently, the amount is included in the interim consolidated income statement in the same period or
periods during which the hedged item affects net income or loss. For hedges of forecasted transactions, the
gain or loss on the hedging instrument will adjust the recorded carrying amount of the acquired asset or
liability.

2.8  Cash and cash equivalents

Cash and cash equivalents include cash in hand and with banks and other shori-term highly liquid investments
with maturities of three months or less from the purchase date.

2.9 Accounts receivable

Accounts receivable are carried at original invoice amount less provision for doubtful debts. A provision for
doubtful debts is established when there is objective evidence that the Group will not be able to collect all
amounts due according to the criginal terms of the receivables.

2.180 Inventories

Inventories are stated af the lower of cost or net realizable value. Cost is determined using the weighted
average method. The cost of finished products include the cost of raw materials, labor and production
overheads.

211 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment, except
construction in progress which is stated at cost. Land is not depreciated. Depreciation is charged to the
consolidated income statement, using the straight-line method, to allocate the cost of the related assets over
their estimated useful lives.

Maintenance and normal repairs which do not materially extend the estimated useful life of an asset are
charged to the interim consolidated income statement as and when incurred. Major renewals and
improvements, if any, are capitalized and the assets so replaced are retired.

212 Deferred charges
Costs that are not of benefit beyond the current period are charged to the interim consolidated income

statement, while costs that will benefit future periods are capitalized and amortized over the lesser of these
periods or seven years.



THE SAUDI ARABIAN AMIANTIT COMPANY AND ITS SUBSIDIARIES
(A Saudi Joint Stock Company)

Notes to the unaudited interim consolidated financial statements (continued)
For the six-month period ended 30 June 2018

(All amounts in Saudi Riyals thousands unless otherwise stated)

Summary of significant accounting policies {continued}
2.13 Impairment of non-current assets

Non-current 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
cost to sell and value in use. For the purpose of assessing impairment, assets are grouped at lowest levels for
which there are separately identifiable cash flows (cash-generating units).

Non-current assets, other than goodwill, 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 estimate of its recoverable amount, but the
increased carrying amount should not exceed the carrying amount that would have been determined, had no
impairment loss been recognized for the assets or cash-generating unit in prior years. A reversal of an
impairment loss is recognized as income immediately in the interim consolidated income statement.
Impairment losses recognized on goodwill are not reversible.

2.14 Borrowings

Borrowings are recognized at the proceeds received, net of transaction costs. Borrowing costs that are directly
atiributable to the acquisition, construction or production of qualifying assets are capitalized as part of those
assets. Other borrowing costs are charged to the interim consolidated income statement.

215 Accounts payable and accruals

Liabilities are recognized for amounts to be paid for goods and services received, whether or not billed to the
Group.

2.16 Provisions

a) Warranty provisions: the Group offers warranties for its products. Management estimates the related
provision for future warranty claims based on historical warranty claim information, as well as recent
trends that might suggest that past cost information may differ from future claims. Warranty provisions
and reversals are charged to cost of sales in the interim consolidated income statemeni. Adjustments are
made to the warranty provision considering the changes in recent frends, technological improvements
and legal and constructive obligations of the Group.

b) Onerous contracts: provision against onerous contracts is recognized when the Group expects that the
costs of meeting the obligations under a contract exceed the economic benefits expected to be received
under it. Such provisions are charged to cost of sales in the interim consolidated income statement.

2.17 Zakat and tax

The Company is subject to zakat in accordance with the regulations of the General Authority of Zakat and Tax
(the "GAZT"). Foreign shareholders in the consolidated Saudi Arabian subsidiaries are subject to income tax.
Income tax provisions related to the foreign shareholders in such subsidiaries are charged o the non-
controlling interests.

Provision for zakat for the Company and zakat related to the Company's ownership in the Saudi Arabian
subsidiaries is charged fo the interim consclidated income statement. Additional amounts payable, if any, at
the finalization of assessments are accounted for when such amounts are determined.

The Company and its Saudi Arabian subsidiaries withhold tax on certain transactions with non-resident parties,
including dividend payments fo foreign shareholders of the Saudi Arabian subsidiaries, in the Kingdom of Saudi
Arabia as required under Saudi Arabian Income Tax Regulation.

Foreign subsidiaries are subject to income tax in their respective countries of domicile which are charged to the
interim consolidated income statement.

Deferred income tax is recognized on all major temporary differences between financial income and taxable
income during the period in which such differences arise, and is adjusted when related temporary differences are
reversed. Deferred income tax is determined using tax rates which have been enacted by the balance sheet date
and are expected to apply when the related deferred income tax asset is realized or the deferred income tax
liability is seftled.



THE SAUD| ARABIAN AMIANTIT COMPANY AND ITS SUBSIDIARIES
(A Saudi Joint Stock Company)

Notes to the unaudited interim consolidated financial statements {continued)
For the six-month period ended 30 June 2016

(All amounts in Saudi Riyals thousands unless otherwise stalad)

Summary of significant accounting policies {continued)
2.18 Employee terminal benefits

Provision is made for amounts payable under employment contracts applicable to employees’ accumulated
periods of service at every reporting date.

2.19 Employees’ share ownership plan

The Group offers Employees’ Share Ownership Plan ("ESOP"}, which provide service awards to certain levels
of employees, These employees, subject to their subscription of ESOP and meeting the underlying conditions,
are given the Company’s shares.

The employees’ service cost of share options granted to them under the ESOPR is measured by reference to the
fair value of the Company's shares on the date on which the oplions are granted. This cost is recognized as an
expense over the period in which service conditions are fulfilled by the employees, ending on the date on which
the relevant employees become fully entitled to the shares (the "vesting date”). The cumulative expense
recognized, for the equity-settled transactions at each reporting date until the vesting date, reflacts the extent to
which the vesting period has expired and the Company's best esfimate of the number of shares that will
ultimately vest. The charge for a period recorded in the interim consolidated income statement represents the
movement in cumulative expense recognized as at the beginning and end of that period.

Shares purchased by the financial institution acling as trustee for the ESOP are carried at cost as a deduction
from shareholders' equity until the options vest and the underlying shares are transferred to the employee on
which date any difference between the employee service cost and the purchase cost of the shares is taken
directly fo retained earnings as an equity adjustment.

2.20 Revenues

Revenues are recognized upon delivery of products or on the performance of services. Revenues on fong-
term contracts are recognized on the percentage of completion basis. Revenues are shown net of discounts.

2.21 Selling, marketing and general and administrative expenses

Selling and marketing expenses are those that specifically relate to salesmen, promotional activities as well as
provision for doubtful debts. All other expenses, other than direct costs, manufacturing overhead and financial
charges are classified as general and administrative expenses. Allocations between selling, marketing and
general and administrative expenses and production costs, when required, are made on a consistent basis.

2.22 Dividends

Dividends are recorded as a liability in the interim consolidated balance sheet in the period in which they are
approved by the shareholders of the Company.

2.23 Operating ieases

Rental expense under operating leases is charged to the interim consolidated income statement over the
period of the respective lease.

2.24  SBtatutory reserve

In accordance with the Regulations for Companies in the Kingdom of Saudi Arabia, the Company is required
to fransfer 10% of its net income {o a statutory reserve until such reserve equals 30% of share capital. Such
transfer is made at the end of the fiscal year. The statutory reserve in the accompanying interim consolidated
financial statements is the statutory reserve of the Company. This reserve is not available for distribution to
the shareholders of the Company.

2.25 Earnings per share
Earnings per share for the three-month and six-month periods ended 30 June 2016 and 30 June 2015 have

heen computed by dividing the operating income and net income for the periods by the weighted average
number of 113,564,309 shares outstanding during these periods.,



THE SAUDI ARABIAN AMIANTIT COMPANY AND ITS SUBSIDIARIES
(A Saudi Joint Stock Company)

Notes to the unaudited interim consolidated financial statements (continued)
For the six-month period ended 30 June 2016

(All amounts in Saudi Riyals thousands unless otharwise stated)

Segment information
The Group operates principally in the following business segments:

(i} Manufacturing and selling various types of pipes and development and licensing of related technologies;
and;

(i) Woater management and related consultancy, engineering and operations.

Selected financial information as at 30 June 2016 and 2015 and for the six-month period then ended,
summarized by the above business segments, was as follows:

Pipe Water

manufacturing management Total
2016
Sales 1,126,196 92,937 1,219,133
Net income (loss} 16,992 {40,858) (23,966)
Total assets 4,056,479 313,826 4,370,305
2015
Sales 1,318,370 128,597 1,444,967
Net income (loss) 63,168 (11,330) 51,838
Total assels 3,892,937 524 611 4,517,548

The Group's operations are conducted in Saudi Arabia, Europe and certain other geographical areas.
Selected financial information as at 30 June 2016 and 2015 and for the six-month period then ended,
summarized by geographic area, was as follows:

Saudi Arabia Eurcpe Elsewhere Total

2016
Sales 726,005 488,289 4,839 1,219,133
Non-current assets:

Property, plant and

equipment 558,941 155,989 13,716 728,646

Other non-current assets 115,726 31,439 32,772 179,937
2015
Sales 937,874 499,274 7,819 1,444,967
Non-current assets:

Property, plant and

equipment 566,799 163,804 18,708 749,411

Other non-current assets 138,592 34,289 35,336 208,217

Dividends

In April 2016, the Company's general assembly approved dividends amounting to SR 75.1 million {2015: Nil).
inferest Rate Swap Contract

As at 30 June 2016, the Group had an interest rate swap ("IRS") contract with a local commercial bank in
relation to loans with variable profit rates. As at 30 June 2016, the nominal amount of the IRS contfract was SR
231.6 million (30 June 2015; nil). The fair value of the IRS contract has declined as at 30 June 2016 to SR
(1.7) mitlion (30 June 2015: nil).

The Group accounts for the IRS contract as an effective cash flow hedge. Accordingly, the Group recorded the

decline in fair value of the IRS contract in equity and a corresponding non-current liability was recorded in the
interim consolidated balance sheet.

10
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THE SAUDI ARABIAN AMIANTIT COMPANY AND ITS SUBSIDIARIES
(A Saudi Joint Stock Company)

Notes to the unaudited interim consolidated financial statements (continued)
For the six-month period ended 30 June 2016

{All amounts in Saudi Riyals thousands unless otherwise siated)

Contingencies and commitments

a)

b)

c)

The Group is contingently liable for bank guarantees issued in the normal course of business. The
amount of these guarantees as at 30 June 2016 was SR 355.6 million (30 June 2015: SR 538.3 million).
SAAC, collectively with other shareholders of associated companies, is also contingently liable for
corporate guarantees in relation to the borrowing facilities of related associated companies. The amount
of these guarantees as at 30 June 2016 was SR 199.1 million (30 June 2015; SR 184.0 million).

PWT Wasser- und Abwassertechnik GmbH (PWT), a wholly owned subsidiary of the Group, engaged in
Engineering, Procurement and Construction ("EPC”) contracting for water and sewage treatment plants,
faced certain issues in its project in Iraq. PWT terminated the contract with one of its sub-confractors due
to non-performance of its obligations under the contract. The sub-coniractor has filed a claim against
PWT with the competent court in Irag for compensation of costs incurred prior to its termination as well
as lost profit. In January 2016, the court in Iraq ruled in favor of the sub-contractor for a compensation
amounting to Iraqi dinars 31.5 billion (SR 102.6 million). PWT has filed an appeal against the court ruling
at the Iraqi Court of Appellate. In March 2018, the Iraqi court of Appellate upheld the previous court
ruling. PWT appealed the ruling of the Court of Appellate at the Iragi Court of Cassation. In April 20186,
the Court of Cassation ruled o accept the appeal and referred the case back to the Appellate Court for
reassessment. After that date and up to the date of these interim consolidated financial statements were
authorized for issuance, there were no significant developments in the case.

The Group's management is continuously monitoring the situation and assessing the potential losses
related to this case and other related receivable balances and has recorded an additional provision of
SR 28.4 million during the six-month period ended 30 June 20186. The total provision against this claim
as at 30 June 2016 amounted to Saudi Riyals 55.4 million (30 June 2015: nil). Based on the estimates of
the Group's own experts and lawyers, the Group's management believes that they have recorded an
adequate provision for this claim and the ultimate outcome of the litigation process would not result in
any additional financial impact on the accompanying interim consclidated financial statements.

Capital expenditure contracted by the Group but not yet incurred till 30 June 2016 was approximately SR
15.4 million (30 June 2015; SR 52.2 million).

Comparative figures

Certain prior period amounts have been reclassified to conform to the presentation in the current period.

11



