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REVIEW REPORT ON THE INTERIM
CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

The Shareholders

United Electronics Company

(A Saudi Joint Stock Company)
Al-Khobar, Kingdom of Saudi Arabia

Scope of review:

We have reviewed the accompanying interim consolidated balance sheet of United Electronics Company (the
“Company”) and its Subsidiaries (together referred to as the “Group™) as at 30 September 2016, the related
interim consolidated statement of income for the three and nine months periods ended 30 September 2016, the
interim consolidated statement of cash flows and the interim consolidated statement of changes in shareholders’
equity for the nine months period ended 30 September 2016 and the attached notes 1 to 15 which form an
integral part of these interim consolidated financial statements. These interim consolidated financial statements
are the responsibility of the Company’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 review in accordance with the auditing Standard on Review of Interim Financial Reporting
issued by the Saudi Organization for Certified Public Accountants (SOCPA). A review consists principally of
applying analytical procedures to financial data and information and making inquiries of persons responsible for
financial and accounting matters. It is substantially less in scope than an audit conducted in accordance with
generally accepted auditing standards, the objective of which is the expression of an opinion on the interim con-
solidated financial statements taken as a whole. Accordingly, we do not express such an opinion.

Conclusion:
Based on our limited review, we are not aware of any material modifications that should be made to the accom-

panying interim consolidated financial statements for them to be in conformity with generally accepted account-
ing standards in the Kingdom of Saudi Arabia.
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A obar, October 18, 2016
17 Muharram 1438H
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UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED BALANCE SHEET (UNAUDITED)

AS AT 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

ASSETS

Current assets

Cash and cash equivalents

Accounts receivables, net

Inventories, net

Prepayments and other receivables

Installment sales receivable — Short term portion

Total current assets

Non-current assets

Installment sales receivable — Long term portion

Deferred tax asset

Property and equipment

Intangible assets

Total non-current assets

Total assets

LIABILITIES

Current liabilities

Accounts payable

Accrued expenses and other liabilities

Deferred revenue from additional service program — Short term portion
Deferred revenue from sale and leaseback — Short term portion
Murabaha finance — current portion

Zakat and tax provision

Total current liabilities

Non-current liabilities

Murabaha finance — long term portion

Deferred revenue from additional service program — Long term portion
Deferred revenue from sale and leaseback — Long term portion
Employees’ end of service benefits

Total non-current liabilities

Total liabilities

SHAREHOLDERS’ EQUITY

Share capital

Statutory reserve

Retained earnings

Foreign currency translation reserve

Total shareholders’ equity

Non- controlling interest

Total equity

Total liabilities and shareholders’ equity

Note

30 SEPTEMBER 30 SEPTEMBER
2016 2015
(UNAUDITED) (UNAUDITED)
69,560,371 215,989,170
5,498,010 13,926,173
678,607,684 667,550,679
68,569,264 70,086,551
42,549,829 9,639,879
864,785,158 977,192,452
23,689,466 3,700,328
628,214 645,008
475,782,681 461,605,502
5,440,120 7,700,611
505,540,481 473,651,449
1,370,325,639 1,450,843,901
556,297,843 629,547,855
106,824,208 84,767,858
9,051,830 7,477,849
961,546 961,546
110,000,000 120,000,000
1,707,197 1,026,428
784,842,624 843,781,536
- 15,000,000
13,256,205 7,335,574
15,144,366 16,105,905
52,274,358 46,021,412
80,674,929 84,462,891
865,517,553 928,244,427
360,000,000 360,000,000
66,088,888 65,181,470
78,780,408 97,430,203
(63,834) (14,369)
504,805,462 522,597,304
2,624 2,170
504,808,086 522,599,474
1,370,325,639 1,450,843,901

The interim consolidated financial statements appearing on pages (1) to (15) were approved by the Board of
Directors on 18 October 2016, corresponding to 17 Muharram 1438H and have been signed on its behalf by:

Finance Manager

Chief Executive Officer

Chairman

The accompanying notes 1 through 15 form an integral part of these interim consolidated financial statements.



UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED STATEMENT OF INCOME (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016

(Expressed in Saudi Riyals)

Revenue, net

Cost of revenue

Gross profit

Selling and marketing expenses

For the three months period ended 30

For the nine months period ended

General and administrative expenses

Operating income / (loss)
Finance expenses

Gain on investments held for trading

Other (expense) income, net
Income / (loss) before Zakat
Zakat and tax

Deferrred tax income (expense)

Net income / (loss) for the period

Net income / (loss) attributable to:

Shareholders
Non-controlling interest

Net income / (loss) for the period

Earnings / (loss) per share:

Earnings / (loss) per share from operating income / (loss) for

the period

Earnings / (loss) per share from net income / (loss)

for the period

Note September 30 September
2016 2015 2016 2015
UNAUDITED UNAUDITED UNAUDITED UNAUDITED
11 744,250,793 719,662,118 2,366,447,855 2,470,875,175
11 (612,390,753 ) (591,058,440 ) (1,993,730,368 ) (2,069,335,897 )
131,860,040 128,603,678 372,717,487 401,539,278
(100,744,920 ) (92,340,311 ) (315,957,615 ) (285,488,273 )
(19,223,978 ) (24,274,959 ) (77,232,978 ) (73,498,327 )
11,891,142 11,988,408 (20,473,106 ) 42,552,678
(434,024 ) (330,290 ) (1,441,828 ) (1,612,581 )
- - - 1,697,234
(3,546,390 ) 852,462 (2,514,680 ) (1,405,934 )
7,910,728 12,510,580 (24,429,614 ) 41,231,397
6 (597,978 ) (311,488 ) (1,606,112 ) (1,771,335 )
2,514 (126 ) 659,783 645,087
7,315,264 12,198,966 (25,375,943 ) 40,105,149
7,301,071 12,198,966 (25,376,572 ) 40,105,149
14,193 - 629 -
7,315,264 12,198,966 (25,375,943 ) 40,105,149
9 0.33 0.33 0.57) 1.18
9 0.20 0.34 (0.70) 1.11
Finance Manager Chief Executive Officer Chairman

The accompanying notes 1 through 15 form an integral part of these interim consolidated financial statements.



UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED CASH FLOWS (UNAUDITED)
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2016

(Expressed in Saudi Riyals)

2016 2015
(UNAUDITED) (UNAUDITED)
Cash flows from operating activities:
Net (loss) income for the period (25,375,943) 40,105,149
Adjustments to reconcile net (loss) income to net cash (used) in /
provided by operating activities:
Depreciation and amortization 33,637,085 34,601,075
Provision for doubtful debts (127,477) 397,083
Provision for sales installment receivable 5,628,301 757,004
(Gain) Loss from sale of property and equipment (46,634) 1,223,956
Finance expenses 1,441,828 1,612,581
Gain recognized on sale and lease back (721,314) (240,387)
Zakat provision 1,606,112 1,771,335
Deferred tax credit (660,372) (645,008)
Employees’ end of service benefits 6,981,781 8,977,759
22,363,367 88,560,547
Changes in operating assets and liabilities:
Trade receivables 8,283,502 7,774,337
Installment sales receivables (46,803,757) (12,111,829)
Inventories (26,815,566) (2,137,719)
Prepayments and other receivables 528,009 (10,482,730)
Trade payables (1,496,595) 38,751,692
Accrued expenses and other liabilities 12,277,264 (17,083,638)
Deferred revenue from additional service program 1,349,072 305,025
Employees’ end of service benefits paid (3,189,821) (3,387,877)
Finance expense paid (1,441,828) (1,612,581)
Board remunerations (1,440,000) (1,800,000)
Zakat paid (3,276,807) (3,874,996)
Net cash (used in) provided by operating activities (39,663,160) 82,900,231
Cash flows from investing activities
Additions to property and equipment (37,115,203) (37,595,430)
Proceeds from disposal of property and equipment 861,350 50,649,581
Additions of intangible assets (746,903) (2,468,870)
Net cash (used in) provided by investing activities (37,000,756) 10,585,281
Cash flows from financing activities:
Dividend paid - (33,000,000)
Receipt of Murabaha loan 110,000,000 100,000,000
Settlement of Murahaba loan (30,000,000) (15,000,000)
Net cash provided by financing activities 80,000,000 52,000,000
Net change in cash and cash equivalents 3,336,084 145,485,512
Movement in foreign exchange translation 2,104 37,170
Cash and cash equivalent at the beginning of the period 66,222,183 70,466,488
Cash and cash equivalents at end of the period 69,560,371 215,989,170
Non-Cash transaction:
End of service benefits transferred from related party 11,362 -
Finance Manager Chief Executive Officer Chairman

The accompanying notes 1 through 15 form an integral part of these interim consolidated financial statements.

3



UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY (UNAUDITED)

FOR THE THREE AND NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2016

(Expressed in Saudi Riyals)

Balance as at 1 January 2015 (audited)
Net income for the period ended 30
September 2015 (unaudited)

Transfer to statutory reserve
Dividends

Board of directors remunerations
Capital increase

Foreign currency translation

Balance as at 30 September 2015

Balance as at 1 January 2016 (audited)
Net loss for the period ended 30 September
2016 (unaudited)

Board of directors remunerations

Foreign currency translation

Balance as at 30 September 2016

Foreign Equity
currency attributable to
Share Statutory Retained translation shareholders of Non-controlling
Capital reserve earnings reserve the Company interest Total
300,000,000 61,170,955 156,135,569 (51,539) 517,254,985 2,170 517,257,155
- - 40,105,149 - 40,105,149 - 40,105,149
- 4,010,515 (4,010,515) - - - -
- - (33,000,000) - (33,000,000) - (33,000,000)
- - (1,800,000) - (1,800,000) - (1,800,000)
60,000,000 - (60,000,000) - - - -
- - 37,170 37,170 - 37,170
360,000,000 65,181,470 97,430,203 (14,369) 522,597,304 2,170 522,599,474
360,000,000 66,088,888 105,596,980 (65,938) 531,619,930 1,995 531,621,925
- - (25,376,572) - (25,376,572) 629 (25,375,943)
- - (1,440,000 ) - (1,440,000) - (1,440,000)
- - - 2,104 2,104 - 2,104
360,000,000 66,088,888 78,780,408 (63,834) 504,805,462 2,624 504,808,086
Finance Manager Chief Executive Officer Chairman

The accompanying notes 1 through 15 form an integral of these interim consolidated financial statements.



UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

1. ORGANIZATION AND PRINCIPAL ACTIVITIES

UNITED ELECTRONICS COMPANY (the “Company”) and its Subsidiaries (referred to together as the “Group”)
is a Saudi Joint stock Company initially registered in Riyadh under commercial registration No. 1010175357 dated
19 Moharram 1423H (corresponding to 1 April 2002). In 2004, the Company’s registered office was transferred
from Riyadh to Al Khobar and, accordingly, the commercial Registration number was changed to 2051029841 dated
10 Jumada II,1425H (corresponding to 27 July 2004). From 24 December 2011, the shares of the company have
been listed on Saudi Stock Exchange “Tadawul”.

As at 31 December 2014 the Company’s share capital was SR 300 million divided into 30 million shares of par val-
ue SR 10 each. On 27 April 2015, the Company increased share capital by SR 60 million via a transfer from retained
earnings to be SR 360 million divided into 36 million shares with par value of SR 10 each.

The Company’s principal business activities represent wholesale and retail trade in foodstuff, electric appliances,
electronic gadgets, computers and their spare parts and accessories, furniture, office equipment and tools, car
recorder installations, maintenance and repair services, establishment of restaurants and third-party marketing.

The following are the subsidiaries of the Company, the assets and liabilities and result of operations and cash flow
of these subsidiaries have been included in the consolidated financial statements of the Company.

Name of consolidated subsidiaries Effective ownership Effective ownership
2016 2015
1- United Electronics company Extra S.P.C. a company registered in
Bahrain 100% 100%
2- United Electronics company Extra L.L.C. a company registered
in Oman 100% 100%
3- United Electronics company Maintenance and Electronics Com-
pany Limited, a company registered in Kingdom of Saudi Arabia 99% 99%

1- United Electronics Company-Extra S.P.C., is registered in Bahrain on 15 Dhul-Qa’da 1432H (corresponding to
13 October 2011). The principal activities of this subsidiary are importing, exporting and trading for electrical
and electronics devices and their spare parts, computers and accessories, selling video and audio media materials,
importing and exporting computer software and hardware, importing and exporting electronic games, providing
maintenance for electric devices in addition to management and development of personal properties.

2- United Electronics Company-Extra L.L.C. is registered in Oman on 15 Jumada I, 1433H (corresponding to 7
April 2012), the principal activities are retail of computer, non-customized softwares, household appliances
(radio, television, refrigerators, crockery etc,), toys, games, satellites and phones.

3- United Company for Maintenance Services, a Saudi limited liability company incorporated on 10 Rajab 1431H
(corresponding to 22 June 2010). The principal activities are maintenance and repair and providing warranty for
electronics, digital and electrical devices, home appliances and computers and wholesale trading and spare parts
in electrical and digital devices, photocopy and fax machines, telephones, cell phones, video and electric games,
digital pocket assistants, printer and computer related devices.

4- As at 30 September 2016, the Group has a total of 42 branches (30 September 2015: 39 branches) out of which
39 operational branches are in the Kingdom of Saudi Arabia (30 September 2015: 37 branches).



UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

2) BASIS OF PREPARATION

(a) Statement of compliance

These accompanying interim consolidated financial statements have been prepared in accordance with generally
accepted accounting standards in Saudi Arabia issued by the Saudi Organization for Certified Public Accountants
(SOCPA) and in the light of the relevant Saudi Laws and Regulations relevant to the preparation and presentation of
the financial statements.

(b) Basis of measurement

These interim consolidated financial statements have been prepared on a historical cost basis using the accrual basis
of accounting and the going concern concept.

(¢) Functional and presentation currency

These interim consolidated financial statements are presented in Saudi Riyals (SR) which is the functional currency
of the Company.

(d) Use of estimates and judgments

The preparation of financial statements requires management to make judgment, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, income and expenses.
Although these judgments and estimates of assumptions are prepared in the light of the most recent and relevant
information available to management. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised and in future periods affected, In particular,
information  about  significant areas of estimated uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amounts recognized in the
interim consolidated financial statements are described in the following notes:

Note 3 (¢) - Accounts receivable / installment sale receivable
Note 3 (d) - Inventories

Note 3 (j) - Zakat and income tax

Note 12 - Financial instruments

3) SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set below have been applied consistently to all periods presented in the interim consolidated
financial statements.

a) Basis of consolidation

These interim consolidated financial statements include the interim financial statements of the Company and its
subsidiaries set forth in Note (1) above. Subsidiaries are entities controlled by the Holding company. Control is
presumed to exist when the Holding Company has the power to govern the financial and operating policies of an
entity so as to obtain benefits from its activities. In assessing control, potential voting rights that presently are
exercisable are taken into account. The interim financial statements of subsidiaries are included in the interim
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 subsidiaries are eliminated in preparing these interim consolidated financial statements. Also,
any unrealized gains and losses arising from intra-group transactions are eliminated on consolidation.




UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

3) SIGNIFICANT ACCOUNTING POLICIES (Continued)

b) Cash and cash equivalents

Cash and cash equivalents include cash on hand and with banks and other short-term highly liquid investments with
maturities of three months or less from the purchase date, if any. Cash flow statement has been prepared using the
indirect method.

c) Accounts receivable / Installment sale receivable

Accounts receivable are carried at original amounts less provision made for doubtful accounts. A provision for
doubtful accounts is established when there is a significant doubt that the Company will not be able to collect all
amounts due according to the original terms of invoice. Such provision is charged to the interim statement of income
and reported under “Selling and Marketing expenses”. When accounts receivable are uncollectible, they are written-
off against the provision for doubtful accounts. Any subsequent recoveries of amounts previously written-off are
credited against “other income” in the interim consolidated Statement of Income.

Instalment Sales Receivables that have fixed or determinable payments are shown as an asset in the balance sheet
and classified to short and long term assets based on payment dates. Instalment Sales Receivables are measured at
amortised cost using the effective interest method less any impairment.

d) Inventories

Inventories are valued at the lower of cost or net realizable value. Cost is determined on the weighted average
method. Net realizable value is the estimated selling price in the ordinary course of business, less the costs of
completion and selling expenses. Appropriate provisions are made for slow moving inventories.

e) Property and equipment

Property and equipment are measured at cost, less accumulated depreciation and impairment loss, if any. Subsequent
expenditure is capitalized only when it increases the future economic benefits embodied in the item of property and
equipment. All other expenditures are recognized in the statement of income when incurred.

Depreciation is charged to the interim consolidated statement of income on a straight-line basis over the estimated
useful lives of individual item of property and equipment.

Gains and losses on disposal of an item of property and equipment are determined by comparing the proceeds from
disposal with the carrying amount of fixed asset and are recognized net within “other income” in the interim
consolidated Statement of Income. The estimated useful lives of assets are as follows:

Item Estimated useful lives/Years
Buildings and leasehold improvement 10- 33 years

Furniture, Fixture and office equipment 4-10 years

Vehicles 5 years



UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

3) SIGNIFICANT ACCOUNTING POLICIES (Continued)

f) Construction under progress

Constructions under progress represents the accumulated costs incurred by the company in relation to the
construction of its building and structures. Cost incurred for the construction of property and equipments are initially
charged to the construction under progress then these expenses are transferred to property and equipment when the
construction of these facilities are completed. Finance costs on borrowings attributable to the construction of
qualifying assets are capitalized during the period of time that is required to complete and prepare the asset for its
intended use.

2) Intangible asset

Intangible asset is initially recorded at cost and are stated at cost less accumulated amortisation and any impairment
in value. The intangible asset comprises of software and its implementation costs. All these costs relating to the
software package are deferred and amortized using the straight-line method over a period of five years

h) Impairment of assets

Financial assets

A financial asset is assessed at each annual reporting date to determine whether there is any objective evidence that
it is impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more events
have had a negative effect on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference between
its carrying amount, and the present value of the estimated future cash flows discounted at the original effective
interest rate.

Individually significant financial assets are tested for impairment on an individual basis. The remaining
financial assets are assessed collectively in groups that share similar credit risk characteristics.

All impairment losses are recognized in profit or loss.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the
impairment loss was recognized.

Non- financial assets

The carrying amounts of non-financial assets of the Company, except inventories, assets held for sale and assets
resulting from construction contracts, if any, are reviewed at the date of the financial statements to ascertain whether
there is an event or changes in circumstances indicating that the carrying amount of an asset exceeds its recoverable
amount.

When such indicator exists, the recoverable amount of the asset is estimated. The recoverable amount of an asset or
cash generating unit is the greater of its value in use and its fair value less cost to sell. The impairment calculated as
the difference between the carrying amount and estimated recoverable amount, discounted using the effective
interest rate.

A cash generating unit is the smallest identifiable asset group that generates cash flows that largely are
independent from other assets and groups.

Impairment losses in respect of other intangible assets in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exist. An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation
or amortization, if no impairment loss had been recognized.



UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

3) SIGNIFICANT ACCOUNTING POLICIES (Continued)

i) Accounts payable and accruals

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

j) Zakat and income tax

The company is subject to the regulations of the General Authority of Zakat & Tax(“GAZT”) in the kingdom of
Saudi Arabia. Moreover, the subsidiaries are subject to the relevant laws relating to income tax in the countries
where they conduct their activities.

Zakat and Income Tax are calculated on accrual basis. Zakat is calculated on the higher of zakat base or adjusted
net income. Any difference in the estimate is recorded when the final assessment is approved, at which time the
provision is cleared.

k) Deferred Tax

Deferred tax is provided for, using the liability method, on all temporary differences between the tax bases of assets
and liabilities and their carrying amounts at the reporting date. Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply to the period when the asset is realized or the liability is settled, based on laws
that have been enacted in the respective countries at the reporting date. Deferred tax assets are recognized for all
deductible temporary differences and carry-forward of unused tax assets and unused tax losses to the extent that it is
probable that taxable profit will be available against which the deductible temporary differences and the carry-
forward of unused tax assets and unused tax losses can be utilized. The carrying amount of deferred tax assets are
reviewed at each reporting date and reduced to the extent that it is no longer probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to be utilized.

1) Employees’ end of service benefits

Employees’ end of service benefits, calculated in accordance with the respective labour regulations are accrued and
charged to consolidated statement of income. The liability is calculated at the current value of the vested benefits to
which the employee is entitled, should his/ her services be terminated at the balance sheet date.

m) Revenue recognition

Revenue from sale of goods is recognized upon delivery or shipment of products to customers and is recorded net of
returns, trade discounts and volume rebates.

Revenue from the sale of goods
Revenue from the sale of goods is recognized when all the following conditions are satisfied:

e The Group has transferred to the buyer the significant risks and rewards of ownership of the goods;

e The Group retains neither continuing managerial involvement to the degree usually associated with owner-
ship nor effective control over the goods sold,

The amount of revenue can be measured reliably;

There is sufficient expectation that economic benefits will flow to the Group; and

It is probable that the costs that are charged or will be charged to the Group with the transaction can
be accurately determined.



UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

3) SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue from extended warranty program and sale of gift cards
Revenue from extended warranty contracts is recognized, according to the services rendered. A particular portion of
the collected revenue is deferred and amortized over the service agreement period.

Revenues from gift cards are recognized when these cards are redeemed by customers or based on management
estimates for cards not to be redeemed.

Revenues from the extended warranty and gift cards are recognized when the following conditions are satisfied:

e The amount is non-refundable;

e An entity concludes, based on available evidence that the likelihood of the customer requiring to fulfill its per-
formance obligation is remote.

e The amount of revenue can be measured reliably;

e There is sufficient expectation that economic benefits will flow to the Group; and

e [t is probable that the costs that are charged to the Group with the transaction can be accurately determined.

Management periodically reviews and updates its estimates of revenue recognition calculation based on trends, past
experience and cumulative knowledge

Installment sales

The Company recognizes the value of goods which are a subject for installment when all the risk and rewards are
transferred to the customer, however the installment sales commission is deferred until cash collection based on the
received installments.

Other revenue
Other revenues are recognized according to the accrual basis.

n) Expenses

Selling, marketing, general and administrative expenses include indirect costs not specifically part of cost of
revenues as required under generally accepted accounting standards. Allocations between cost of revenue and
selling, marketing, general and administrative expenses, when required, are made on a consistent basis.

0) Provisions

Provisions are recognized when the Group has a present legal or constructive obligation as a result of past events, it
is probable that an outflow of resources will be required to settle the obligation, and the amount can be reliably
estimated.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third
party, the receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the
amount of the receivable can be measured reliably.

P Leasing

Leases are classified as capital leases whenever the terms of the lease transfer substantially all of risks and rewards
of ownership to the lessee, all other leases are classified as operating lease.
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UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

3) SIGNIFICANT ACCOUNTING POLICIES (Continued)
qQ) Foreign currency transactions
i Foreign currency transactions

Transactions denominated in foreign currencies are translated into Saudi Riyals at the exchange rates prevailing at
the time of the respective transactions. At the balance sheet date, monetary assets and liabilities denominated in
foreign currencies are translated to Saudi Riyals at exchange rates prevailing at that date. Gains and losses resulting
from changes in exchange rates are recognized in the consolidated statement of income.

ii. Translation difference on Foreign subsidiaries
The financial statements of subsidiaries are translated to the functional currency of the parent Company i.e. Saudi
Riyal. Gains and losses resulting from changes in exchange rates are recognized as a separate component of equity.

r) Sale and leaseback — operating lease

Sale and operating leaseback transactions are recognized independent of the lease transactions. Any loss from the
sale is recognized on the contract date while deferred gains are recognized in the future in proportion to the lease
expenses compared to the total lease payments during the contract term.

s) Interim results of operations

The financial statements have been presented with comparative figures of the same period in previous year in
accordance with the SOCPA standard of interim financial statements. All significant adjustents, that management
believe that necessary for the fair presentation of interim financial position, the results of the Company’s operations
and cash flows were made.

These interim consolidated financial statements and notes thereto should be read in conjunction with the annual
audited consolidated financial statements and related notes for the year ended 31 December 2015.

The results of operations in these interim financial statements do not necessarily represent an accurate indicator of
the results of operations at year end.

t) Segmental reporting

A segment is a distinguishable component of the Company that is engaged in providing products, services (a
business segment) or in providing products or services within a particular economic environment (a geographic
segment), which is subject to risks and rewards that are different from those of other segments. Because the
management views the whole activities of the Company as one operating segment, reporting is provided by
geographical segments only.

u) Basic and diluted earnings / (losses)per share

Basic earnings / (losses) per share is calculated by dividing the earnings attributable to ordinary shareholders by the
weighted average number of ordinary shares outstanding during the period. For diluted earnings / (losses) per share,
the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive potential
ordinary shares.

4) CASH AND CASH EQUIVALENTS

2016 2015
(Unaudited) (Unaudited)
Cash at bank 51,186,115 206,142,585
Cash in hand 18,374,256 9,846,585
69,560,371 215,989,170
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UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

5) RELATED PARTIES’ TRANSACTIONS AND BALANCES

In the ordinary course of its business, the Company deals with its related parties, which include purchases, sales and
inter-group transactions with related parties. These terms and conditions of such transactions are approved by the
Company’s management. The significant related parties are listed as follows:

Name of entity Relationship
Digital and Electronic Solutions Development Company Affiliate of a share-
(“DESD”) and its subsidiaries holder

During the period ended 30 September the Company had the following significant transactions with its related
parties.

Related Party Nature of 2016 2015
transactions (Unaudited) (Unaudited)

Digital and Electronic Solutions Develop-
ment Company (“DESD”) and its subsidiar-
ies Purchases 285,286,418 269,312,253

Account payables include balance payable to DESD and its subsidiaries amounting to SR 20,775,435 (30 September
2015: SR19,042,200).

6) ZAKAT AND TAX PROVISION
As per the Saudi Regulations, the Saudi Shareholders are subject to Zakat calculated according to regulations prom-
ulgated by the government authorities computed at 2.5% of the Zakat base.

Computation and provision of estimated Zakat and Income Tax liability are made quarterly, adjustments arising
from final zakat assessments are recorded in the period in which such assessments are approved.

7) SALE AND LEASEBACK

The Group entered into a contract with another Company for a sale and leaseback of land and building of Dammam
branch at a total rental value of SR 69,646,242 million for a period of eighteen years starting from 1 July 2015 until
30 June 2033. The annual rent is being paid in advance at the beginning of each year. This sale resulted in a gain of
SR 17,307,837. The Group deferred the recognition of this gain so that it shall be recognized in proportion to the
amount of rent expense for the relevant period. The amount so recognized as profits on a monthly basis amounts to
SR 80,129.

2016 2015
(Unaudited) (Unaudited)
Deferred revenue from sale and lease back — current portion 961,546 961,546
Deferred revenue from sale and lease back — Non-current portion 15,144,366 16,105,905

8) MURABAHA FINANCE

The Group has bank facilities from local banks for letter of credit, letters of guarantee and Islamic Murabaha
financing. These facilities carry finance charges at market rates and these are secured against promissory notes.
These facilities are subject to Islamic Shariah principles. The details are as follow:

2016 2015
(Unaudited) (Unaudited)
Current portion 110,000,000 120,000,000
Non-current portion - 15,000,000
Total 110,000,000 135,000,000
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UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

)} (LOSS) / EARNING PER SHARE

Based on the General Assembly resolution on 27 April 2015 the Company issued 6,000,000 shares from its retained
profits. As per the requirement of generally accepted accounting standards in the Kingdom of Saudi Arabia, the
shares are deemed to be issued from the beginning of the year 2015 i.e. 1 January 2015. Further, the shares for the
prior period is also adjusted for the shares issued during the year.

(Losses) / earnings per share is calculated by dividing the earnings attributable to ordinary shareholders by the
weighted average number of ordinary shares outstanding during the period of 36 million shares.

10) CONTINGENCIES AND CAPITAL COMITMENT

Contingencies as at 30 September, comprise of the following:

2016 2015
(Unaudited) (Unaudited)
Letters of guarantee 33,903,805 56,762,248
Letters of credit 89,333,069 196,864,533

11) SEGMENTAL REPORTING

The management of the Company views the entire business activities of the Company as one operating segment for
performance assessment and resources allocation. Because the management views the entire business activities of
the Company as one segment, segment reporting is provided by geographical segments only.

There are no intra segment transactions. The details of the results pertaining to Kingdom of Saudi Arabia and sub-
sidiaries results outside the Kingdom with their respective assets and liabilities for the period ended 30 September
2016 and 2015 are as follows:

Inside the Outside the
Kingdom of Kingdom of Consolidation

30 September 2016 (Unaudited) Saudi Arabia Saudi Arabia adjustments Total

Revenue, net 2,212,244,051 156,405,033 (2,201,229) 2,366,447,855
Cost of revenue (1,861,538,147) (134,393,450) 2,201,229 (1,993,730,368)
Gross profit 350,705,904 22,011,583 - 372,717,487
Net loss for the period (21,096,127) (4,279,816) - (25,375,943)
Current assets 923,909,200 46,739,670 (105,863,712) 864,785,158
Non-current assets 397,086,957 76,886,389 31,567,135 505,540,481
Total Assets 1,320,996,157 123,626,059 (74,296,577) 1,370,325,639
Current liabilities 733,205,554 157,500,782 (105,863,712) 784,842,624
Non-current liabilities 78,441,334 2,233,595 - 80,674,929
Total Liabilities 811,646,888 159,734,377 (105,863,712) 865,517,553
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UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

11) SEGMENTAL REPORTING (Continued)
Inside the Outside the
Kingdom of Kingdom of Consolidation

30 September 2015 (Unaudited) Saudi Arabia Saudi Arabia adjustments Total
Revenue, net 2,332,395,233 138,479,942 - 2,470,875,175
Cost of revenue (1,949,860,826) (119,475,071) - (2,069,335,897)
Gross profit 382,534,407 19,004,871 - 401,539,278
Net profit (loss) for the period 43,542,322 (3,437,173) - 40,105,149
Current assets 1,021,717,393 51,222,381 (95,747,322)

Non-current assets 371,860,724 76,790,492 25,000,233

Total Assets 1,393,578,117 128,012,873 (70,747,089) 1,450,843,901
Current liabilities 784,379,094 155,149,764 (95,747,322)

Non-current liabilities 82,933,047 1,529,844 -

Total Liabilities 867,312,141 156,679,608 (95,747,322)

12) FINANCIAL INSTRUMENTS

Financial instruments carried on the interim consolidated balance sheet include cash and cash equivalents, trade and
other accounts receivable, investments, trade payable, and certain other liabilities.

Credit risk is the risk that one party may fail to discharge an obligation and may cause the other party to incur a
financial loss. The Company has no significant concentration of credit risks, Cash and cash
equivalents are placed with local banks with sound credit ratings. Trade and other accounts receivable are mainly
due from local customers and related parties and are stated at their estimated realizable values.

Interest rate risk is the exposures to various risks associated with the effect of fluctuations in the
prevailing interest rates on the Company's financial position and cash flows. The Company’s interest rate risk arise
mainly from short term bank deposits and bank debts and long term debts, which are at floating rates of interest.

Management monitors the changes in interest rates and believes that the fair value and cash flow interest rate risks to
the Company are not significant.

Liquidity risk is the risk that an enterprise may encounter difficulty in raising funds to meet
commitments associated with financial instruments. Liquidity risk may result from the inability to realize the value
of a financial asset quickly at an amount close to its fair value. Liquidity risk is managed by monitoring on a regular
basis that sufficient funds are available to meet Company's future commitments.

Currency risk is the risk that the value of a financial instrument may fluctuate due to changes in foreign exchange
rates. The Company's transactions are principally in Saudi riyal, Bahrain dinar and Oman riyal, other transactions in
foreign currencies other than Bahrain dinar and Oman riyal are not material. Currency risk is managed on regular
basis.

Fair value is the amount for which an asset could be exchanged, or a liability settled between
knowledgeable willing parties in an arm's length transaction. As the accompanying interim consolidated financial
statements are prepared under the historical cost method differences may arise between the book values and the fair
value estimates. Management believes that the fair values of the Company's financial assets and liabilities are not
materially different from their carrying values.
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UNITED ELECTRONICS COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE MONTHS AND NINE MONTHS PERIODS ENDED 30 SEPTEMBER 2016
(Expressed in Saudi Riyals)

13) OTHER MATTERS
United Electronics Company (Extra) signed a letter on 17 Shaaban 1436 H, corresponding to 4 June, 2015 with

Mohammad Yousuf Al Sakr and Associates (shareholders / owners) in International Regions Company to acquire
51% controlling interest of the company that works in the field of fashion retail (i.e. DKNY, Kenzo, Max Mara,
Koton etc) shoes (Jimmy Choo, Ecco etc) and accessories (On Time, Trinkets etc.) and is expecting to have more
than 240 branches in seven countries in the region if the acquisition is successful.

On July 2016, United Electronics Company (Extra) terminated the letter of intent. As a result of termination, all
consultants cost incurred in this project amounting to SR 5.2 million was charged to the statement of income.

14) COMPARATIVE FIGURES
Certain comparative period balances have been reclassified to be consistent with current period presentation.

15) APPROVAL OF FINANCIAL STATEMENTS
These interim consolidated financial statements were approved by the Board of Directors of the Company on 18
October 2016 corresponding to 17 Muharram 1438H.
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