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INDEPENDENT AUDITORS' REPORT

The Sharcholders

Sandi Airlines Catering Company
(A Saudi Joint Stock Company)
Jeddaly, Kingdom of Saudi Arabia.

We have andiled the secompanying financial statements of Saudi Airlines Catering Company (e
Coompany™) which comprise the balanee sheet ax al December 31, 2016 and the related statements of
ineome, cash lows and changes in sharehalders® equity for the year then ended and the attsehed noles |
throngh 26 wlich form an integral parl of the financial statements.

Management's responsibility for the finaaciol stntemenity

Manapemant is responsible for the prepatation and Faiv presentation of (hese financial statements in
accordance with generally accepted acocumting standards in the Kingdom of Saudi Arabia and in
compliance with the Regulations for Companies and Company”s bylaws, and for such infernal control
as management determines is necessary (o enable (e preparation of limancial stalemoends thal are free
fromm material misstatement, whether due 1o fraud or ervor. Management has provided us with all the
information and explanations that we require relating to our sudit of these financial statements.

Auwelitory’ vasponsibilities

Our responsihility 15 to express an opinion on these fnancial stalements based on our andit, We
conducied our audit i aceordance with gencrally nccepted anditing standards 1n the Kingdom of Saudi
Armahia. Those standards vequire that we comply with relevant cthical requirements and plan and
performs the awdil fo obtain reasonahle asswnce whether the Onancial stalements are free of material
misstatement,

An andit invelves performing procedures (o obtain audit evidence about the amounts and disclosures in
the financial stalements. The procedures selected depend on onr judgment, including the assessment of
the risks of material misstatement of the financiul statements, whether due to fraud or error, Tn making
those rish asscssments, we consider internal controls relevant to the emtily’s preparation amd i
presentation of the financial statements in order lo design audit procedures that ave appropriate in the
circumstances, but not for the purpose of expressing an opinion on the cffectiveness of the entity’s
internal controls, An audit also ineludes cvaluating the appropriatensss of accounling policics used and
the reasonablencss of accounting estimates made by mamagement, as well as evaluating the overall
presentation of he financial stalements:

We believe that the audit evidence we have obtained s sufficient and appropriate Lo provide a basis
for our opinion,
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I our opinion, the financial statements taken as a whole:

I, preseil Fairly, in all maledal respects, the financial position of Saudi Airdines Catering Company
as al December 31, 2016, and of its results of operations and its cash Mows for the year then ended
in accordance with gencrally accepted accounting standards in the Kingdom of Saudi Arabia
appropriste W the elrenmstances of the Company; and

2. comply wilh the requircments of the Begulations for Companics and the Compiny’s bylaws with
tespeel (o the prepacation and presentation of the linancial slatements,

For KPMG Al Fozan & 'artners
Cerlilicd Public Acconntants

Elrahim Chond Baeshen
[icense No, 382

Jeddah, 2 Jumada Al-Thani 143811
Corresponding to 1 March 2017




SAUDEALRLAMES CATERING COMPPANY
(i Toinl Stoek Connpany)

BALAMNCE SHERET
Asal December 31, 2016
{Expressed in Sandi Arabian Riyals)

botos e 2015

ASEETS

Cirrent asgelst

Casl nndl oash equivalents i [ A IR SR 115
Tnvestmeis T B T2L,TTR 205,100,871
Trade receivables 5 PRI 453,395,500
Inventories [ T4, 00060 (e e
Peepmymonts and ofher currenil psaels B 5101218 130,168,505

Total ewrvend sssels 1,250,205,958  [,335,350.4 ﬁ?-

Mon-erriend yssels:

Telless ol puamiies 23 42,258,676 1,807 113
lievestments ! 40,000,500 40,000,000
B 563,769,799 458,053,712

Property and couipnest =
Toinl nop-corrent neseis 2 ﬁ"'iimﬂs"‘_"'r-"'

190522443 1B48.220,612

T S12,861,175

T'otnl naseiy

1IARILITIES AND SHAREHOLDERS? EOUITY

Cooevend Naldlliies:

Tiade payables ] 207,590,908 200,035,579

Dividend payable 3167828 ALER1LE30

Accreed expenses and other corent Tinhilities 11 held A5 136,502,081

Avereed Takal amd income tax o L0052 35,109,943

Total cuvvent Hahilities 00,962,245 391426935
Mon-enrvent liabilites:

Employees end of service beoefils [} I 545,656,500 137,162,600

Avemied long-ter bonus T2 870,711

Total pon-enevent lnhilities a3l Dil5,633.301
Totil liabilities O TR HET 330,000,240
Shoaveholilors® couity

Share cipilal 13 A0, 000,000 H20,000,000
Statulory reserve |4 240,714,077 280,600,187
Retained earnings _ 100375473 211,560,179
Total shareholders® equily 1,260,089.847 1318, 160,360

Tuolal Habilities and shaveholders equity 1, 905,324,434 | 848,230,612
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ol these financial stniements.




SADEAILINES CATERING COMPANY
{Raudi foinl Siock Conpany)

STATEMENT OF INCORME
For the year ended Decembor 31, 2000
(Hxpressed in Saodi Avabiwn Riyals)

Inllight catering revenus

Betail revenue (fonnedy Shysaleg)
Dinsiness loungs reveauo
Mom-mirlines reveme

Other opeating reveie

Tatal jevene

Lot of reveiue:

Cost of materinls sl poods sold
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Rent el maintenance of prodiction mils
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Oither operaling eos)

Total eosl of reven
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Cigeral nond pdministrtive expenses
Operating income

Other non-aperating revenies and cxponscs, nel
Met income
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Mol innome
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CSBEYY 46409617
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GIBOT1500)  (,100,01%)
(AZIT16)  (222,520834)
(119,850,807) (T3917.851)
(32,507,247) (20,483,405)
(155883,962)  (182,224,152)
0067836 (1.46,259,260)
S5 1,906 424,541,201
(GALIAS00)  (155.629,333)
534,257,404 663,911,865
6,881,460 29,589,086
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SAUDE AIRLINES CATERIMG COMPANY
{Samei Joinl Siock Congpany)

STATEMENT OF CASH FLOWS
e e year cidedd December 31, 2016
{Focpressed in Sandi Arabian Riyals)

Mate 201 2015
il flows Do opersting aedivifies:
Ml ineoime S0 LN ROS A998, 500,954
Adjustments For;
Degrecintion g MO Aeb ] 054
AMloveance {reversal} of provision for donbt il delbts ¥ FI e DN {10,235, 2400
Aavwanee for show moving and obsalets items t 570,298 1,453,027
Loss on disposal of progesty sl equipment L, T 256,423
Unrenfised gain o hold-for-trding investments ) (L550,808) (1,658, 06S)
Provision for cmployees cne of soevies benefi 1 5,200,947 30,006,756
I'ravision for necrucd long-term bopus G000 KRR RS
[nwestment mcome _ ,331,976) L4E27,313)

R N 738,302,001
Chanpes in operating assets and labilities

(Inerease) fdecroase in frade reeeivaliles (40,935 551 ERT o 1K
Inerease i inventories (7,563,965) L7044
Uneresise) £ decrease in prepayments and olher conesl assels (12,%13,980) 34,78
Ierease in kelter of puarantee {37,451,263) {0, 60,302
{Precronse) £ increase i nade payaliles (142471 15,078,354
Incroase f (deerease) in neeroed expenses sod ofher
ewvent linbililies 106,200,078 (10,605, 100)
ABZ,TZTTTE 639,567,151
Mrayment of accrued long-ferm bonus (3 064,570) (2,138,650
Fakal and income tax paid 19 (1,51 5,436) (47.026,521
Emplayecs’ end of service benefils paid 1% (6,786,047 {9,704,750)
Met ensh from operating aclivilies 430,761,725 SE0,633,180
Cash Hows from lnvesting activitles:
Purchise of propesty sind squipment 9 (1A5,200,024)  (291,586,825)
Proweeds Trom sale of hebd-for-tading investments ) FRS,000000 -
Proceeds from maturity of held-to-matority investiments 10000000
Proceeds from disposal of propeiy and eguipment L2 LR 02T
Ivestiment ncoiine reeeived 1,313,251 3400,0:25%
Mot eash nsed n fnvesting nelivities _{'Iﬂ,ﬂ-ﬂl,,?.Sﬂi _{IEE,HH,IE]
Cnzh Pows from Hoanciag aclivities:
Diividend paid 18 (sedA1754%)  (564,497,658)
Met decrense in eash and ensh cguivalents (152,537,070 (172,277.609)
Cash and eash equivilents as of beginning of the year b 2R, 115 A16,525,7541
Cash andl cnsh equivalents as at end of the year [ L E.lé.” 1,045 304,248,115
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SALIRE AL LRI CATENNG COMPANY

[ Saudhi Joint Stock Company)

STATEMENT OF CHANGES 1N SIAHEHOLDERS BOQUITY

Fir the vear eided Deconber X1, 2006
(Expressed in Sl Arabian Riyals)

Hutey
Balnee ol Janary |, 2006
el income for the period
Transler o reservies I
Fakal e Tnconio 1ax 1
Dividends ki
Gadance al ecomber 51, 2006
Dalanes ot Jonay 1, 2015
et feonm: Do the period
Tratisfer L pesed ves 14
Aaknl wned income Lax 19
Dividends 14

Balanes ol Decembaer 30, 2015

Chiel Fineneinl Oficer
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HR0,BO00 00

_ERR000,008
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(564,703,839)

L
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Gag, 00,95
(60,850,005
(0 LA, 0%:0)

{56 20,8140)

211,560,179
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1,0 8,060,366
541,130,565

{8, 505,845)

(E04,704,839)

1,260, 089,547

1,225,706, 94
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SAUDI ATRLINUS CATERING COMIANY
(Sandi Joint Stock Company)

NOTES 1'0 THE FINANCIAL STATEMEN1S
For the year ended Brecenthar 31, 2014

{Lxpressed in Saudi Arabian Riyals)

1.

ORGANIZATION AND FRINCIPLE ACEIVITIES
Baudi Adlines Cateing Company (the “Company™) was registered a5 a Saudi limited liability
company on: Mubaram 20, 142901 (Januacy 29, 2008} voader conunercial registealion numbey
4030175741, The share capital of the Company, amounting lo SR 100,787,000, was divided inlo
1,007,670 sharcs of SR 100 each, The Company was established as a wholly owned subsidiary of
Saudi Arabian Airlines Corporation (“Saudia™) whose conlrbution to the share capital was made
up of SR 300,000 cash and S 100,267,000 of nel assels of its catering division transterrcd
effective on Dhwal-TTijak 22, 142811 (January 1, 2008).

O Raubi Al-Thant 6, 1429H (April 22, 2008), Saudia sold 493,758 shaes representing 49% of the
Lotal share capital of the Company to the Strategic Catering Company Limited, The formnlities of
Ui lransaction were completed on Rajab 19, 142677 (Tuly 22, 2008),

On Muhaream 20, T432H (Decembar 26, 2000} the shareholders resolved o amend the Arlicles of
Association to reflect the sale of 3% of Saudia’s shaves in (e Company lo Saudi Airlines
Company Limited, Saudia Private Aviation Company Limiled and Saudia Real Ustale and
Development Company Limited which are wholly owned subsidinies ol Suudia.

Furthermaore, the shareholders decided (o converl the Company from a limited lisbility company to
a closed joint stock company aud divide the eapital of the Company which amounted fo SR
100,367,000 into 10,076,700 ordinary shares ol SR 10 cech instend of 1,007,670 shares of SR 100
each, The Company obtained (he spproval of the Minister of Commerce and Tndustry for the above
sale and conversion on Mubarram 29, [432H (January 4, 2011) and obfained the amended
Commereial Regishvation on Rabi-al-Awwal 10, 143277 (Febmary 13, 2011).

O Rabi Al-Thani 14, 1432H (March 19, 20011) the shareholdars resalved to incrense the showe
capital by SR 719233000 hy transferding SR 658,791,302 from e relained earnings, SR
13,718,428 from peneral reserve and SR 46,723,180 Rom statulory reserve, The Company
linalized the related formalities and obtained the ameanded commercial registrtion on Jamadi-al-
Awrwal 26, [432F (April 30, 2011,

During the period from Rajab 28, 1433 (June 18, 2012) o Shaban 4, 1433 (June 24, 2012), the
Company sold 24.6 million shares twough an inilial public offering representing 30% of the
Company’s share capital al SR 5 por share including the nominal value amounting to SR 10 per
share and an issve preminm of SR 44 per share. Thuos, the Company converted info a public join
stock company and conunenced trading on the Saudi Stock Exchange (Tadawnl) in the Kingdom
of Saudi Avabia on Shabaan 19, 1433H (July 9, 20012). The Company has obiained the amended
cotmmercial registration and the amended by-laws rellecling the public offering,

The main objectives of (he Company are provision of cooked and non-cooked food o private and
pubiic sectors, provision of retail (formerly Skysales), operation and wanugemenl ol duly [ee
zomes it Spudi Armbian aitports and ownership, operation and management of restaurants and
groceries al airports and ofher places, ownership, operation and managenent of central laundrics.

The Company mainly provides catering services to Saudi Arabian Adrlines (Saudia) and other
foreign airlines In the airporls of Jeddah, Rivadh, Dammam and Madinah in Saudi Avabia and to
Saudin’s flights eperating from Caivo International Airport.




SAUDL AIRLINGS CATERING COMPANY
(Snudi Joinl Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2010

(Expressed in Saudi Arabian Riyals)

1,

ORGANIZATION AMD ACTIVITIES (continucd

The Company also has the following branches, which are operating under separate CRs;

Branch Iocntion CH. Paie

Rabigh AG02006306 Rajab 16, 143011 (May 5, 2015)

Medina 465055980 Jumada Al-Thani 1, 1433H (Apnl 23, 2012)
Dygnnnan 2050082993 Jumada Al-Thani 1, 1433H (April 23, 2012)
Mukkah 4031084114 Jumada Al-Awwal 23, 1435H (March 25, 201 4)
Jeddah 4030227251 Jumada Al=Thani |, 1433H (April 23, 2012)
Jeddah 4030TES290 Muharram 2, 137H (Ociober 16, 2015)

Riyadh 1010336558 Jumada Al-Thani 1, 143307 (April 23, 2012)

The registered head olfice of the Company 15 located at the following address:

Khalidiyal District,
IO, Box 9178, Jeddah 21413,
Kingdom of Saudi Arabia.

BASIS OF PREPARATION
a)  Statement of complinnec

Iy)

These Iinancial statements have been prepared iy aecordinee wilh the aceounting standards
genarally accepted in lhe Kinpdom ol Saudi Arabia issucd by Sandi Ovpanization for
Certified Public Accountants (SOCPA).

As required by Saudl Organization for Certified Public Acconntants (SOCPA), all listed
compaiies are required L tansition to Intevnations] Financial Reporting Standards (*1FRS™)
as endorsed by SOCPA clfective 1 January 2017 for preparation of their Dnancial stalemenls,
I preparing the lrst sl of IFRS financial statements, the Company will sualyzc the impact
of the frsl thne adoplion of IFRS on current and prior year {inaneial statements and will
gecordingly meorporate the necessary adjustments in its first set of IFRS linancial statements,

The now Regulation for Companies issued through Roval Degree M3 on 11 Movember 2015
(hercinaller referved a5 “The Law™) came into force on 2507/ 1437TH (coresponding to 2
May 2016). The Company has to amend its Astieles of Associstion for any changes to align
the Articles 1o the provisions of The Law, Consequently, the Company shall present the
amended Articles of Association to the stockholders in their Extraordinary General Assembly
mecting for their ratification. The [ull compliance with The Law is expecied not later than
2407 143811 {corresponding Lo 21 Apedl 2017).

Basis of measurement

The finaneial statements have been prepared under the histodical cost convention, excepl for
the held-Tor-trading investment which is stated al Lair value, using accroal basis of aceounting
anl going concern assumpéion,




HAUDT ATRLINES CATERING COMIANY
{Saudi Jninl Stock Company)

NOTES 10 THE FINANCIAL SEATEMENLS
For the vear ended December 31, 2016

(Hxpressed in Saudi Arabian Rivals)

4 BASIS OF PREPARATION (continucd)

c)

Tonclional and presentation enrveney

These fnancial slaterents sre presentod i Sandi Arabinn Riyals (SR), which is the
funetional currency of the Company,

Use of estimntes and judpments

The preparation of financial stotements requires management o make judgmenis, estimates
and assumptions that affect the application of policies and reporicd amounts of assets,
liahilities, income and expenses. Actual resulls may diller fvom these cslinmtes,

Fstimates and uwnderlying asswmplions are reviewed on an ongoing basis. Revisions o
aeconnting estimates are recognized in the pedod mowhich the cstimates are revised and o
future periods allecled. The key arcas requiving sipnificant management judgments sl
estimales are as follows:

(178

fpalviment of trade receivables aid related party receivables

An allowance for impaivment of trade or related parly receivables is established when
there s objective evidence that the Company will not be able 1o collect all amounts due
according to the original terms of the agreement. Significant fnancial difficulties of the
delitor, probability that the debtor will enter bankvuptey or financial reorganizalion, and
defanlt or delingueney in payments are considered indicators of objective evidence that
the trade receivable is impaited. For sipnificant individual amounts, asscssiwent is made
on an individual basis, Amounts which are not individually signilicat, bul are overdue,
are assessed collectively and a provision i recognized considering the length of lime and
considering past recovery rales,

Aflowines for slow poving fnvenfories

The manageen makes an allowanee for slow moving and obsolele mventory ftems,
Estimates of nel realizable value of inventones are hascd on the most reliable evidenee a
the tie the estimates are made. These estimates take info consideration Auctuations of
price or cost direetly related 1o events oceurring subsequent to the balaoce sheel date to
the extent that such evenis comfirm conditions existed at the end of period,

Usefiil lives of properiy and equipisent

The managemen! determines the estimated useful lives of propeity sud equipment [or
calculating depreciation. This estimate is determined after considering expected usage of
the assets and physical wear and tear, Management reviews the residual value and wselul
lives annually and change In depreciation charges, it any, are adjusted m current and
foiure periods,




SATINT AIRLINES CATERING COMPANY
andi Jeint Stock Company)

NUTES TO THRE FINANCIAL STATEMENTS
'or the year ended December 3, 2016
(Lxpressed in Saudi Arabian Rivals)

2. BASIS OF PREPARATION [continued)
d)  Use of estimntes and judgments {condinued)

e

¥,

Acerienls for services provided by Sopdio and ity afiflioies

MAccrials are made by the Company for services rendered by Saudia and its affiliates
based on (he contractual terms aud fn certain cases on g valid expectation. Those amounts
are provided for to the extent thal the Company has o present oblipation (legal or
constructive) arising as a resull of a past evenl and il is probable thal an outllow of
resources will be regquired 1o settle the obligalion which ¢an be reliably calimated, This
regquires s exercise of judement by msmagement hased on prior experience, application
ol contract tenns and the relationship with Saudia and its affiliates,

- Trapatvaneit of held-te-imaueioe ivestienis

The managoment considers evidence of impaivment [or these assels al both an individual
asset and collective level, All individually sipnificant asseis are individually assessed for
impairment, Those fouud notl to be bnpaired are then colleclively assessed for noy
impairment that has been incurved bul vot yet individually identified. Assels that are not
individually sipnificant are colleetively asscssed for impainnent. Collective assessment is
carrled ool by grouping legethor assels with simdlar risk charcleristics.  In assessing
collective impainnent, the managemenl wses histovical information of the iming of
recoverics and the amount of loss inewrred,, and makes an assessment of corrent ceonomic
andl eredil condilions ay 1o whether actual losses are Hkely to be greater or lesser than
sugpested by historical remds.

{raing cancer

The Company’s management has made an assessment of its ability 1o confinue us a going
comcern and is satisfied that it bas the resowces to continne in bosiness for the
foresceable futwe, Furthermore, nanngement is not awate of any miaterial uncertainties
that may cast significant doubd vpon the Company’s abilily to conlinue ss 0 going
cancemn. Therefore, the financial statements continue to be prepared on {he poing concerit
basis,

J SUMMARY OF SIGNIFICANT ACCOUNTING POILICIES

The sipniffeanl accowtting policies set oul below have been applicd consistently o all periods
presented in the (nancial stalements:

a)  Cash and cash equivalenis

Cash and cash cquivalents comprise cash on hand, ¢ash at banks in eurrent accounts and other
short-term highly liquid investments with original maturitics of thres month o less, If any,
which are available ta the Company without any restrictions.




SAUDI AIRLINES CAVERTNG COMTANY
(Saudi Joinl Stock Company)

NOTES TO THE FINANCTAL STATEMENTS
For the year ended December 31, 2006

(Fxpressed in Saudi Arabian Riyals)

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

e}

d)

Trade receivables are stated af original invoice amount less provisions made tor doubilul debis.
A provision sgmingl doubtful debis is established when thers s objective evidenee 1hat Lthe
Compuny will not be able to collegt the amounts due according to the original tenns of
reeciviblos. Bud debts are written off when identified, against its related provisions. The
provisions we charged to statement of income and any subsequent recovery of reccivahle
amonnts previonsky written of Fave credited to statement of income.

Inventorics

Inventoties are stated al the lower of cosl and nel realizable value. The cost ol invenlories is
principally based on the weipghled averape method, and ineludes expenditore inewved in
acquiting the inventories and other costs ineured 10 bringing them o their existing loeation and
condition.

Mol realisable value s the cstimated selling price in the ordinary course of husiness, less the
estimated cost of completion and selling expenses, Provision is made where neoessary for
ohsolete and slow moving inventories,

Investments

i) Held-for-tradine invesinienis

Investment in securities which are purchaszed for trading purposes are initially recorded at
cost and then re-measwred and staled in the balance sheel at fair value and included woder
current asseis. Realized gain or loss on sale ol held-for-lrading investments and chanpes in
fair value at the balance sheet date are eredited or charged 1o slatement of income.

i) Meld-to-miatirity invesinients

Investments having xed or determinable payments and fixed matorty that the management
liss the positive ntenlion aud abilily to hold o waturily are classified as held-to-maturity.
Held to maturity investments are initially recognised at fair value inchuding diveet - and
ineremental transaction costs and subsequently measured at amortised cost, less provision for
impairment in their value, Amortised cost is ealeulated by taking into account any discount or
premivm on acquisition using the effective yield method. Any gain or loss on such
investments 15 recopnized in the statement of income when the investment is derecopnized or
impaired. On impairment, the difference between carvying cost and the present value of
estimated future cash flows is included in the statement of income as hwmpairment loss on
held-to-maturily investments, If the amount of impairment loss is subsequently decreased and
the decrease can be related objectively 1o an event oceurring afler the impairment was
recognized, then the previously recagnized painnent boss is reversed through statement of
HIEATIEN




SAUDI AIRLINGS CATERING COMPANY
(Soudi Joini Slock Company)

NOTES TO THE FINANCTAL, STATEMENTS
For the year ended December 31, 2006

{Fxpressed in Saudi Arabisn Riyals)

4 SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES (continued)

c)

g

h)

Properiy smd egquipment

Lixeept for fee-hold land, property and cquipment are measured al cost, less acewmulaled
depreciation and accumulated impainnen loss.  Cosl ineludes expendituee thal is diveetly
attribulable W the acquisilion of the assel,

Subscquent expendilure s capitalizod only when il increases the foture coconomie benefils
embodicd in the item of property and equipment.  All other expenditure is recopnized in the
statemenl of income when ineurred,

Diepreciation is charged 1o the statement of incornie on a straighi-line basis over s estinated
useful lives of individual item of property and equipment. 'Ule estimated uselul lives of assets
are as follow:

Lensehold improvemenis 2-30 yems
Liguipment 3-15 yenrs
Motor vehicles Tl years

Capilal work-in-progress represents all costs relating dircetly to the on-poing projects in
progross and will be capitalized as property and equipment when the project is compleled.

Tmpaivment of asscis

Mon-financial asscls are reviewed for impairment losses wlenever events or changes in
circumsiances indicate that the carrying amount may not be recoverable. An impairment loss,
if any, is recognized for the amouni by which the carvying amount of the asset exceeds its
recoverable amount, The recoverable amount is the higher of an asset's oir value less costs o
sell and value in vse. Tor the purpose of assessing impairment, assels are prouped al the
lowest levels for which there are separately identifioble eash Oows,

Aecomls pavable and aecrunls

Liabilities are recopnieed for smounts to be paid i the fuluee Tor goods or services reecived,
whether billed by the supplicr or not.

Provisions
M provision is vecognized i, as a result of past events, the Company has a present lepal or

conshuctive obligation thal can be estimated reliably, and it is probable that an ontflow of
economic benefit, will be required to settle the obligation.




SAUDI AIRLINES CATERTNG COMIANY
(Baudi Joint Stock Comgany)

MOTES 10 THE FINANCIAL STATEMENTS
For the vear eided Diecember 31, 2016

{(Bxpressed in Suudi Arabian Riyals)

3. SUMMARY OF SICNIFICANT ACCOUNTING POLICIES (continued)

i}

i

k)

Fmplovees end of service benefits

Employees’ end of service benefits, caleulnted m gecordince with Sandi Arabian labour
regulations, arc accmed and charged to the statement ol income, The Hability is ealenlated by
cstimating the amount of future benefil that employecs have earned in the current and prior
periods, using the projected unit credit method, The Company vsed an indepandent actuary to
ensure the adequacy of provision for employees’ end of service henefits,

Revenue recognilion
Revenue is recognized to the calont of the following recognilion requircments:

. it is probable hat the ceonomic benelits will Bow W the Company

. 1t can be reliably measored, repardless of when the payimenl is boing made
. the cost incurred Lo date and expocted fulure costs ave identifiable and can be measured
reliably.

Revenoe is meastred af the faiv value of the consideration received or the contractually
defined terms of payment,

Revenue from sales is recognized upon delivery of goods by which the sipuificant risks and
rewards of ownership of the goods hove been transferred to the buyerand the Company has
no effective control or continning wanagerial involvement to the depree usually associated
with ownership over the poods. Revenue is recorded nel of retuins, bade discounts and
volume rebates.

Revenve [rom rendered service 15 recognized when the oweome ol the mnssetion can be
eatinated reliably and is completely performoed,

Expenses

Al expenses, excluding cost of revenus, are classified as general and adwinisieative
expenses. Allocations of common expenses belween cost of revenue and gencral and
administrative expenses, when required, are made o 4 consistenl basis,

Opcrating lease

Payment wnder operating lease is recognized in the statoment of income on a straight-line
hasiz over the term of the lease. Tease incentives reecived are recopnized as an integral part
ot the total lease expense ovar the term of the leasc,
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SATUDE AIRLINES CATERIMNG COMPANY
{Sandi Joint Stack Company}

MOTES TO THE VINANCIAL STATEMENTS
Vor the year ended Tiecember 31, 2016

(Lxpressed in Saudi Arabian Riyals)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

i) Lakal poid income fix

o)

p)

Zakat and ineome tax are provided for in the Tinancial statements in accordanee with Sandi
Greneral Authority of Zakal and Income Tax (“GAZLTY regulations. Zabkal and income inx are
charged to the statement of changes i sharcholders™ equity, Additional Zakat and income lax
liahilities, if any, related (o prior years” asscssmenls avising from GAZT are aveounted or in
the poriod in which the final assessments ave fnalized,

Sepment veporling

An operaling scpment is # component of the Company Lhat 13 engaped in business activilics
from which it cams revennes and incws exponses and aboul which discrele financial
informalion is available that is evalusted regularly by the ehict operating decision maker in
deciding how to allocate resovrees and in assessing performance. For management purposcs,
the Company is organized into business units based on their products and services and has
twa reportable operating segments as follows:

e Catering, whicl includes business lounges, non-airlines customers and others
= Retail (foomerky Skysales)

Sepment perfarmance is evaluated based on profit or loss, which, in certain respeets, is
measured differently from profif or loss in the accompanving financial statements,

Foreign currency (ransactions

Transactions denominated in foveipn currencies are translated 1o the fimetional cumency ol
the Company al the exchange rifes miling at the date of the trinsaction, Monebiry assels and
linhilities denominated in foreipn cumencies at the balance sheet date are translated to the
functional eurrency of the Company at the exchange rate muling at thai date, Fxchange
difference arising on translation are recognized in the statemant of income,

Mon-monetary ftems measured at histovical cosl denominated in foreipn currency are
lranslaled ot exchiange rate al the dale of initial recognition,

Dividends
Interim dividends are recorded gs Hability in the period in which they are approved by the

Board of Dircelors. Final dividends are recorded in the period in which they are approved by
the sharcholders,

12




SATUNT AIRLINES CATERING COMPANY
{Saudi Joint Stock Company)

NOTES TO THE FINANCIAT, STATEMENTS
Vor Hhe year ended Tecember 21, 2016
(LExpressed in Sandi Arabian Riyals)

4. CASIT AND CASH EQUIVALENTS

Cash and eash equivalents al December 31 comprise the following:

Cash in hand
Cash at bank - currenl accounls

5. TRADE RECEIVARLES

a) Trade receivables at Decembor 31 comprise the following:

Related parties, net (MNote 20)
Other customers

Provision for doubtlful debls (other customiers)

2016 2015
1,441,133 1,806,039
150,269,912 302,442,076
151,711,045 304,248,115
201 2015
671,322428 449,931,201
174,586,634 139,766,614
796,409,062 589,697,815
(65,717,195)  (36,302.216)
730,691,867 553,395,599

The Company docs not have any collateral over receivables and the vast majouity ave, therefore,
unseeureil. Unimpaived {rade receivables are expected, on the basis of past experience to be fully
recoverahle.

The ageing analysis of trade receivable is as follows:

Above three and

U o three monthy np fo six monithy— Above six montie Totat
Deeember 31, 2016 276,573 098 139,797,236 4,321,533 T30,601, 807
December 31, 2015 220,912,545 44,814,302 287,668,752 553,395,599

1} Movements summary in provision for doubtlul debls lor other customers or the yowr eoded
December 3 are as follows:

2016 2015
Balanee al bepiuning of the year 36,302,216 53,106,820
Addifions 36,217,522 LA, 774,004
Reversals {6,802,543) (31,668,647)
Balance at end of the year 65,717,195 36302216
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SAUDL AIRLINES CATERING COMPANY
(Sandi Joinl Siock Company)

NOTES TO 'THE FINANCIAL SUATUMENTS

For the yoar ended December 31, 20106
(Fxpressed in Suudi Arahian Riyals)

0, INVENTORIES

a) Tnventories at December 3] comprisc the followding:

Catering ilems

Retail items {formerly Skysales)
Packing and other materials
Spare parls

Provision for slow moving and obsolete items

2016 2015
24,465,968 29,995 27|
114,227,533 104,902,508
14,900,949 11,533,060
3,798,394 3,873,425
157,392,844 150,304,614
(8,322,184) (7,928,220)
149,070,060 142,376,304

1) Movemenls sunuuary i provision for slow moving and obsolete ilems for the year ended

December 31 are as Tollows:

Balance al bepinning ol the year
Additions
Write-ofT
Reoversals

Ralance at end af the year

7. INVESTMENTS

Inwvestments al December 31 comprise of the following:

Current nssey
1eld-for-trading investinel

Mop=curveni assets
Held-lo-malurily mmvestment

7.1

7.2

14

2016 015
7,928,220 6,169,063
4,544,516 3,375,569
(475,734) (94,470)

(3,674,518) (1,521,942)
1,322,784 7,928,220

2016 2015

84,721,772 205,170,874

40,000,000 40,000,000

124,721,772 245,170,874




SAUDL AIRLINGES CATERING COMPANY
{andi Joint Stock Company)

MOTES TO THE FINANCIAY, STATEMENTS
For the year ended December 31, 2010
(Expressed in Saudi Avabiznm Riyals)

7o INVESTMENTS (continned)

7.0 Movement in held-for-trading investment is as follows:

2016 2015
Balance at bepinning of the year 205,170,894 203,512,800
Disposal of held-for-trading imvestimenl (125,000,0800) -
Uneealized pain on held-for-trading investiment 4,550,898 1,658,065
Balance at end of the year  8ATITT2 205,170,874

The above invesiment represents units of a mutoal fund, denominated in Saudi Arabian Rivals,

7.2 The Sandi British Bank (SARBR) Sukuk (“Sukuk 11") earries a retorn SIBOR plus a margin of 1.4
percent caleutated semi-anmually, The Sukuk T shall he liquidated in 2020 bot SABR has the
option to redecm the Sukuk in 2018 by serving n call option notice, The Company has purchased

the investment in Sukuk T foran amount of SR 40,000,000,
5. PREPAYMUNTS AND OTHER CURRENT ASSETS

Prepayments and other curtent assels al December 31 comprise te following:

2016
Prepayments 88,509,603
Unhbilled receivables 42,033,473
Margin deposits with hanks 4,177,710
Advances to suppliers 1,245,189
Advances 1o employees 3,659,829
Acerued ineome 53,628
Others 2.521,263

143,101,215

2015
94,244,584
26,172,844
3,983,516
570,914
3,117,415
34,904
1,844,328

130,168,505

15
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HAUDE ATRTINES CATERING COMPANY
{Saudi Joinl Stock Company)

BOTLS 10 THE FINANCIAL STATEMENTS
Far the year ended December 31, 2016
(Lxpressed in Saudi Avabian Riyals)

1,

12,

1t

TRADE PAYABLIES

Trade payables al December 31 comprise e following:

2016 2015
Related partics (Nole 20) 6, 272,066 15,559,769
Other partics 201,718,842 194,373,610
207,990,508 209,933,379
ACCRUED EXPENSES AND OTHER CUHRENT LIABILEELES
Acerued expenses and other current Habilities at Decamber 31 comprise the following:
2016 2015
Emplovees related accrals 38,012,927 3038918
Accred expenses and other liabilitics 204,690,230 106,123,165
242,703,157 136,502,083
EMPLOYEES® END OF SERVICE BENEFITS
Movement summary for the year ended December 31 is as follows:
2016 2015
Balanee at beginning of the year 137,162,600 116,920,570
Chavge Lor the year 25,279,947 30,006,780
Payinenls during the year ) (6,786,047) (9,764,7506)
Balance al end of the year 155,656,500 137,162,600
SHARE CAPITAL
The share capilal of the Company amounting o SR 820 million (2015 §K 520 millien) is divided
inlo 82 million (2015: 82 million) shares ol SR 10 cach (2015: SR 10 each). Al December 31, the
sharcholders and their percentage nlerests in the share capital of the Company are as follows:
2016
Shareholdey No. of shares Value in SR Y
Saudi Arablan Adrlines Corporation 29,274, 000 292740000 3570
Strategic Catering Company Limited [8,049 714 189497 140 23.11
Cieneral public 33,7?(5,235_ - 337,962,860 41.19

B2000,000 820,000,000 100

17




SAUDE AIRLINES CATERING COMPANY
(Sandi-Joinl Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended Decomber 31, 2016
(Expressed in Sauch Arabian Riyals)

13, BHARE CAPITAL (coulinied)

Sharchofder

Saudi Arabian Airlines Corporation
Strategic Catering Company Limited
Cieneral public

2015
Mo, of slares Malue in 51 Y
29,274,000 293 740,000 35.70
20,375,918 203,759 180 24.85
32,350,082 323,500,820  39.45
82,000,000 B20.000,600 10

During the yvear ended December 31, 2016, Strategic Catering Company Limited sold 1,426,204 of

its shares 1o the gencral public.

14, BETATUTORY RESTRVE

li-gecordanee with its bylaws; the Company is required 1o transfer 10% of ils net income for (he
year Lo a stalutory reserve until such reserve equals 50% of its share capital. This stalutory reserve s

not availahle for distribation to shareholders,

15, OTHER OPERATING REVENUE

Other operating revenue for the year ended Decomber 31 comprise the following:

Cuamyp [acilitics sales

Exclusive purchase income and services 1o suppliers

Transfer of airling equipment charges

16, OTHER OPERATING COST

Other operating cost for the year ended Decomber 31 comprise the following:

Communication and utilifies — ne
Supplies and expendable items
Manpower and trapsporistion cosl
Other operational cost

20H5
15,028,082 491,125
1,710,398 15,913,969
1300418 30,004,549
54,038,898 48,409,043
2015
18,394,886 12,065,113
36,854,000 37212922
84,591,746 ToOT2,006
46,043,320 38711
185,583,962 182,224,152




SAUDL AIRLINES CATERING COMPAMY
{Sandi Joiul Stock Company)

WOTES TO TIHE FINANCIAL STATEMENTS
For the year ended December 31, 2016
(Fxpressed in Saudi Arabian Riyals)
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18

CENERAL AND ADMINISTRATIVE LXPENSES

The general and administrative expenses as at Decomber 31 comprise the Tollowing:

2016 2015

Persomiel costs 108,108,941 97 878,306
Depreviation 0,510,389 4,177,649
Allowsnes (reversal) [or doubllil debis (Mote 5) 20,629,082 (16,225207)
Professional and teehnical fee 3,837,361 5,546,183
Rent 19,047,718 11,295,019
Marketing and promotional 9,009,456 13,373,738
Uilities 7,555,550 4,303,207
Atationery and printing 479,898 340,988
TRepairs and maintenance 77,879 224,421

Travelling 5,159,646 5,501,983
Mansgenenl fes 15,343,240 12,678,840
Board of Directors® fee 2,166,265 1,589,868
Sorvice agrecinent fee TLAAY IR 4,463,394
Insurance 3,865,170 3,086,794
Others 6,485,779 7,141,055

221,714,501 155,629,333

DIVIDIENDS

On March 3, 2016, the Board of Directors resolved o distribute interim dividend amounting to SR
143.5 million, which is cquivalent 1o SR 175 per share aller Zakal wnd before income tax
deduction, from the Company's interim profit.

On May 9, 2016, the Toard of Directors resolved to distribute interim dividend amounting to SR
143.5 million, which is equivalem to SR 1.75 per share aller Zakal and before income: tax

deduction, from the Company”s interim profit.

On July 19, 2016, the Board of Direcloss resolved to distribute interin dividend amounting o 31
143.5 million, which iz cquivalent lo SR 1.75 per shave afler Zakai and before meome ax
deduction, from e Company's inlerim prolil.

On October 17, 2016, the Board of Divcetors resolved Lo distribute interim dividend amounting to

SR 43,5 million, which is equivalenl o S8R 1.75 por share after Zakat and betore income tax
deduction, from the Company’s interim profit,

19




SAUD AIRLINES CATERTNG COMPANY
{Saudi Joint Stock Company)

NOTES 10 THE FINANCTAL S1TATEMENTS
Var the year ended December 31, 2016
{Lixpressed in Sawhi Avabian Riyvals)

19. ZAKAT AND INCOME TAX

a)  Zolat and income tax provision

The movement summary i Zakat provision is as tollows:

Babanee st beginning of the year
Charge lor the year

Adjusiment relaled Lo prior yeurs
Paymenls during the year

Ralance at end of the year

The movemant in income tax provision is as follows:

Ralance #t beginning of the year
Charge for the year

Adjustiment related to prior years
Tayments during the vear

Ralance at eod of the year

b} Fakal component

The Zakal base is comprised of the following:

MWon-current asscls
Mon-current liabilities
Shareholders” equity
et lncome

e} Fakat assessments

32,624,846
26,716,426
(4,569,900)
(28,054,946)

26,116,426

2016

2,485,097
10,182,979
1,176,340
(13,460,490)

383926

16

00,028,475
163,272,642
1,318,1060,3060
541,135,865

Bl

36,298 829
32,624,849
(2,707,518)
(33,590,914}

32,624,846

2015

3,046,947
L1 888,065
34,698

(13,435,613)

2015

512,861,125
145,633,311
[,225,706.920
GO8, 500,954

‘T'he Company lias submitted its Zakat and income lax declarations for the years 2009 to 2015. The
Company has pald the amounts due according 1o the declarations, which ace curently vnder

review by the GALL.

20
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SAUDT AIRTLINES CATERING COMPANY
(il Joinl Stock Company)

NOTES 'TO THE FINANCIAL STATEMENTS
For the year ended December 31, 20116
[ Lxpressed i Saudi Arabian Tivals)

20, RELATED PARTY TRANSACIIONS

a)  Related padics include the Company’s sharehiolders and their rebatives ap to the Tourl generation,
associatod and affiliated companies and diectors and ey management personnel of the Company.
Terms and conditions of these transactions are approved by the Company’s management,

By  Significant related party transactions for the year ended December 3 and balances arising-thore
fiom are described as under:

Mature of

Mame Kelationship  fransactions Amonnt of transactions Closing balance
2016 2015 2016 2015

s Arvabian

Airlings Trade !

Corporation Sharchalder opcritions 1,440, 822,000  1459600,000 561,458,070  393.550.551
Adholair CGrong

Joint Btock ‘I'rade !

Company Sharcholder aperations - s - 367,549
Sancli Arfines Tl f

Cargo Company  Affiliate apemalivns [EW Rl R 15,944 000 UL ER | HAT 21,772,503
Sachi Gronnud

Bervices ‘Trade/

Company Affilinte opoiations 48,443,000 47,582,000  30IT0678 34,239,198

621822428 449931201

Due to related pacties ineloded in frade payables:

Meswrest Group Trade:

Holding 5.L. Sharehalder operations 17L615,9H 13,9494 840 204,720 52,904
Alliokair Croup

Joint Btock Trade !

Company Shurcholder aperlions 144,615 - 03035 --
Gulfwest

Company Traele /

Limited AfTiliate oprerations OO, 202 - 1,483,374

Sawhi Aarlines

Real Estate

Develomnenl Trade {

Company Affiliate oporations o G50, 000 T 192,000 4,520,926 I 5,50, K63

T 6,271,066 15,559,760

21
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SAUDI ATRLINES CATERING COMPANY
{Saudi Join Stook Conyprmy)

MOTLS T0 THE FINANCIAL STATEMUNTS
Far the year ended Necamber 31, 2016
(Expressed ln Saudi Arablan Riyals)

¢) Remuncrabon, compensation and bonuscs of the key managemen| persommelexeentive diveclors ond
attendanee fee of Board Dircetors and members of Boacd Connnilices paidipayveble dudng the period
ended December 31, was as under:

Mame Mature of bansaclions - Anmount ol transactions
26 2015
Key management personnel Bermuneralion _ 6,638,749 6,923,362
Foard of Divectors Anmial fod 2,166,265 1,965,000
22
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SALDI AIRLINES CATERING COMIPPANY
(Saudi Joinl Swock Company)

NOTES T0O THE FINANCEAL STATEMENTS
For the vear ended December 31, 2016
{Lixpressed in Saudi Avabian Riyals)

1.

22,

BARNINGS PER SHARD

Carnings per share on lncome from operations are caleulated by dividing the income from
operations by the weighled aversge number of ovdinary shures of the Company i issue douvige the
period,

Harnings per share on profit from non-operating imcome are caleulated by dividing the income
from non-operations by the weighted average number ol ordinary shaves of the Company in issue
during the period,

Carnings per share on net income atiributable to shareholders of the Company are calculated by
dividing the net income by the weighted average number of ordinary shares in issve of the
Company during the period.

The caleulation of diluled earnings per share is nol applicable to the Cowpany.

OPMERATING LEASES

2016 2013

Payments under oporating leascs recognized as an expense 106,138,953 T4,627 686

Ciperating lease payments represent rentals paid by the Company for the premises of the business
units, offices and residential propertics, which are mainly leased from Sandin and the General
Authority of Civil Aviation ("GACA™) and are renewable on an annual basis,

During 2010, the Company leased a central kitchen in Riyvadh from GACA fora period of 10 years
starling from January 1, 2010 for an annual amount of SR 17,407,657, At (ke expiry of its term,
the lesse 15 renewable upon sgreement belween the Company and GACA. As per the lease
agreement, GACA is entitled 1o 8% ol the Company”’s annual sales that exeeed SK 290,000,000 o
be paid i the frst month of the ollowing year.

During 2012, the Company rencwed the Dammam lease agpreement with GACA lor a period ol 10
years starting From May 3, 2012 for an snnoal rental amount of SR 5,000,000,

Duoring 2014, the Company renewed the JTeddah lease agreemant with GACA for a period of 2
years starting from Mareh 31, 2015 for an annual rental amount of ST 24,500,000,

Dsring 2014, the Compnny leased a land in Medinah for a period of 30 yesrs or an annual rental
amount of ST 3,800,000,

The minimwm lease payments under non-cancellable operaling leases are as lollows:

2016 015
Mot later than one yoar 105,375,503 65,437,983
Later than one yearand less than five vears 204,583,400 164,913,946
Later than five yoars 115,300,144 87,400,000

425,250,048 317,751,929
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SATIOT AMYINES CATERING COMPANY
{Sauedi Joint Stock Company)

MOTES TO THE FINANCTAL STATEMENTS
For the year ended December 31, 2016
{Expressed m Suudi Arabian Riyals)

23, COMMITMENTS AND CONTINGENCIES
As at December 31, the Company had the following commitments and comtingencics:
216 2015
Capital conumitments 04,794,681 BE 1HE13
Letters of puarantee (See below) 42,258,676 !4,3{]'};;4! 3
| .etters of guarantes are issued by a bank an belwll ol the Company 10 s supplier and promises to megl
any financial obligations to the supplier in the evenl of defanll and this requires the Company to place
cash with the bank. As at Diecember 31, 2016, the Company lully paid the smount against letters of
guarantes, hence no further financial charges are payable,
24, BEGMENTAL INFORMATION

Sepment imformmeation is reluted Lo the activities of the Company as a basis [or the prepavation of its
own [manetal inlonmation.

The assets, liabilitics and the resnlts of operations of the segments inchide items related directly to
a certain segment and items which could be distributed on the segments on 2 consistent basis, The

activities conzist of the following business sepments:

1. Catering including husiness lounges, non-airlines customers and othors
2. Retails (formerly Skysales)

The Company’s assets, liabilities and results of operations as of and for the year ended Decenber

31, 2016 and 2015 by business sepments are detailed below:

Hetail
(lormerly
Catering Slivaaley) Tatal

2016

Assets 768,860,985 136,463,449  1,905,324,434
Liabilities 595,740,161 48,404,726 644,234,887
Revenne 1,987,490,868 269,150.400  2,256,650,268
Met income 41_?2}%_,;32,953 48,855,912 541,138,865
2015

Ansels 1,114,721,807 133,498,805 1,848,220,012
Faabilities 457,930,954 72,129292 530,060,246
Revenue 2,021458,544 239341917 2,260,800461
Net income 630,834,736 67,666,218 698,500,954
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25,

2.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Finaneial instruments carricd on the consolidated balance sheet include cash and cash couivalents,
lnvestnents, accounts receivable, accounts pavable sl other liabilities.

Credit visk is the visk thal one party will fail (o discliarge an obligation to 7 financial instrument
and will caunse the other party to neur a furancial loss. The Company seels to 1imit the credil risk
with respect to the enstomers by monitoring oulstanding reccivables. Cash and cash equivalents
are: placed with national and international banks with sound credit rtings. Accounts receivable arc
mainly due from Saudia and oller loreipn aivlines and are stated at their estimaied realizable
values, The six larges! customers wecount for 50% of outstanding trade receivables al December
31, 2014,

Faiv value and eash How Interest vate vishs dre the exposures o varions risks associated with the
effect of fuctualions in the prevailing interest rates on the Company’s financial position and cash
flows, The Company’s interest rafe risks arise madnly from shorl-term bank deposits which arve al
floating rates of interest. All deposits are subject o re-pricing on a repular basis. Managemenl
monitors the changes in inferest rates and believes (hat the fair value and cash flow interest rale
rizks 1o the Company are not significant.

Liguidity visk is the risk thal an enterprise will cneounter difficulty in raising funds 1o meet
commitments associated with Oeancial instruments. Tiquidity risk may resull from (he inahility to
sell & financial asset quickly al an amount close to jts fair value, Liquidily risk is managed by
menitoring on a regular basis thal sulficient funds are available to meel the Company’s futire
commitments.

Currency risk is the risk thal the value of a financial Instrument will Nuctuate dus to changes in
forsipn exchange rates, The Company's transactions ate principally in Saudi Arnbian Riyals, Luros
and United States Dollars. Other transactions in foreign eutrencies are not material,

Fair value is the amount for which an asset could be exclomped, or 3 liability settled between
Enowledgeable willing parties in an arm’s length lransaction. Except for the held-for-irading
investiments, which arc stated at the fair value, the accompuanying financial statements are prepared
under the historical cost methed and the differences may arise helween the book values and the Fair
value estimates, Management believes that the [air valucs of the Company's financial asscls and
liabilitics ave not materially different from their carrying valoes.

APPROVAL OF THE FINANCIAL STATEMENTS

The fimaneial statements were approved and authorised to issue by the Board of Dircctors on |
Wlarch 2017, corresponding e 2 Jumads Al-Thani 143811,
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