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LIMITED REVIEW REPORT TO THE SHAREHOLDERS OF
ALDREES PETROLEUM AND TRANSPORT SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

SCOPE

We have reviewed the accompanying interim balance sheet of Aldrees Petroleum and
Transport Services Company - A Saudi Joint Stock Company (the "Company”) as at 30
June 2012, and the related interim statement of income for the three month and six
month periods ended 30 June 2012 and interim statements of cash flows for the six
month period then ended. These interim 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 limited
review in accordance with the Standard on Review of Interim Financial Reporting issued by
the Saudi Organization for Certified Public Accountants (SOCPA). A limited review consists
principally of applying analytical procedures to financial data and information and making
inquiries of persons responsible for financial and accounting matters. 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 regarding the 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 accompanying interim financial statements for them to be in conformity with
accounting standards generally accepted in the Kingdom of Saudi Arabia.

For Ernst & Young /_______,__é

'h'_uh‘ ONAL 7

ucence Ne.as / &
-
-

Certified Public Accountant
Registration No. 366

Riyadh: 27 Sha'aban 1433H -
(17 July 2012)
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Aldrees Petroleum and Transport Services Company

(A Saudi Joint Stock Company)

eEEREEaEREREBERDN

INTERIM BALANCE SHEET (UNAUDITED)
As at 30 June 2012
All amounts in Saudi Riyals

2011

Notes 2012
ASSETS
CURRENT ASSETS
- Bank balances and cash 132,883,485 18,580,506
Trade accounts receivable 87,665,051 79,684,266
Accrued income 20,900,374 14,464,545
Inventories 22,075,829 17,612,477
Prepaid expenses 136,484,417 133,739,139
Other assets 27,702,448 25,543,462
" TOTAL CURRENT ASSETS 427,711,604 289,624,395
NON CURRENT ASSETS
Deferred cost 23,333,736 32,156,301
Property and equipment 556,831,224 497,745,172
TOTAL NON CURRENT ASSETS 580,164,960 529,901,473
TOTAL ASSETS -1,007,876,564 819,525,868
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES
Short term facilities _ 3 142,822,667 111,806,667
Current portion of long term loans 3 41,314,656 49,847,750
Trade payable 236,244,318 113,213,972
Accrued expenses and other liabilities 90,653,674 79,250,560
Provision for Zakat 1,399,045 1,038,689
TOTAL CURRENT LIABILITIES 512,434,360 355,157,638
NON CURRENT LIABILITES . . o
Long term loans 3 35,625,060 50,807,292
Employees’ end-of-service indemnities ' 28,220,691 25,158,548
TOTAL NON CURRENT LIABILITIES 63,845,751 75,965,840
TOTAL LIABILITIES 576,280,111 431,123,478
SHAREHOLDERS' EQUITY
Share capital ' 4 300,000,000 250,000,000
Statutory reserve 48,033,289 38,553,882
Retained earnings 83,563,164 99,848,508
TOTAL SHAREHOLDERS' EQUITY 431,596,453 388,402,390
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 1,007,876,564 819,525,868

4
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The attached notes 1 to 10 form part of these interim financial statements

.
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Aldrees Petroleum and Transport Services Company

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF INCOME (UNAUDITED)
For the six month period ended 30 June 2012

All amounts in Saudi Riyals

Revenue

Cost of revenue
GROSS PROFIT
EXPENSES

Selling and marketing

" General and administration

~ INCOME FROM OPERATIONS

Financial charges
Other (expenses) income, net

INCOME BEFORE ZAKAT

Zakat

NET INCOME FOR THE PERIOD
Earnings per share from:

Income from operations

Net income

For the six month

The attached notes 1 to 10 form part of these interim financial statements

For the three month
period ended period ended
30 June 30 June 30 June 30 June
2012 2011 2012 2011
| 473,737,794 430,423,106 926,414,856 826,257,617
(428;467,444) (387,363,616)  (840,013,356) (745,395,619)
45,270,350 43,059,490 86,401,500 80,861,998 -
(1,361,794) (1,585,699) (2,766,871) (2,984,810)
(14,704,972) (14,846,179) (29,537,436) (28,191,157)
29,203,584 26,627,612 | 54,097,193 49,686,031
(2,172,965) (2,159,467) (4,057,688) (4,149,398)
(71,719) | 591,126 | 211,446 2,024,820
26,958,900 25,059,271 50,250,951 47,561,453
(525,000) (495,000)  (1,050,000) (990,000)
26,433,900 24,564,271 49,200,951 46,571,453
0.97 0.89 1.80 1.66
0.88 0.82 1.64 1.55
ra o
\
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF CASH FLOWS (UNAUDITED)
- For the six month period ended 20 June 2012
All amounts in Saudi Riyals

.
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. 2012 2011
OPERATING ACTIVITIES : '

Income before zakat _ ' 50,250,951 : 47,561,453
Adjustment for:

Depreciation 24,010,524 21,497,483
Amortisation of deferred costs 4,783,475 : 4,693,116
Written off deferred cost 176,923 3,019,795
Loss (gain) on sale of property and equipment 302,811 (563,574)

- Provision for employees’ end-of-service indemnities 3,553,492 3,770,667
83,078,176 79,978,940
Changes in operating assets and liabilities: ' '

Trade accounts receivable (1,100,197) (6,873,516)

Accrued income (2,086,242) (1,258,215)
. Inventories ' (2,822,319) 2,090,295

Prepaid expenses (10,810,979) (23,271,246)

Other assets 3,450,277 (7,168,727)

Trade payables 122,736,896 (36,177,214)

Accrued expenses and other liabilities 106,568 14,431,173

Cash from operations 192,552,180 21,751,490
Employees’ end-of-service indemnities paid (1,832,083) (2,962,251)
Zakat paid ' (1,618,504) (1,268,602)
Net cash from operating activities 189,101,593 17,520,637
INVESTING ACTIVITIES

Deferred costs : (739,055) (10,150,740)
Purchase of property and equipmen (75,837,108) (33,361,274)
Proceeds from sale of property and equipment 4,373,531 2,291,389
Net cash used in investing activities (72,202,_632) (41,220,625)
FINANCING ACTIVITIES

Proceeds from short term facilities . 591,433,960 383,824,000
Repayment of short term facilities (539,277,962) (277,184,000)
Proceeds from long term loans 35,438,589 -
Repayment of long term loans (41,428,478) (31,235,224)
Dividends paid (50,000,000) (50,000,000)
Board of directors’ remunerations (1,600,000) (1,600,000)
Net cash (used in) from financing activities (5,433,891) 23,804,776
INCREASE IN BANK BALANCES AND CASH 111,465,070 104,788
Bank balances and cash, at 1 January 21,418,415 18,475,718
BANK BALANCES AND CASH, AT 30 JUNE 132,883,485 18,580,506
NON-CASH TRANSACTIONS:

Vehicles purchased against notes payable ( = 10,016,000

BN BN BN BN BN BN B
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM FINAN CIAL STATEMENTS (UNAUDITED)
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AT 30 JUNE 2012

ORGANISATION AND ACTIVITIES

Aldrees Petroleum and Transport Services Company (the “Company™) is a Saudi Joint Stock Company
reglstered in Riyadh, the Kingdom of Saudi Arabia under commercial registration No. 1010002475 issued
in Riyadh on 13 Rabi Al-Thani 1382H (corresponding to 12 September 1962).

The Company’s objectives, as per its commercial registration, include retail and wholesale trading of fuel,
lubricants, catering services and the transportation of goods using highways in the Kingdom of Saudi
Arabia according to license number 10111012400, establishment of vehicle workshops and car washes and
acquisition of land to construct buildings for sale or lease for the interest of the Company and construction,
managing, operating and renting take away centres for hot and cold beverages and food.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying interim financial statements have been prepared in accordance with Standard on
Interim Financial Reporting issued by the Saudi Organization for Certified Public Accountants
(“SOCPA”). The significant accounting policies summarized below that were adopted in the preparation
of the interim financial statement, are in conformity with those described in the annual audited financial
statements for the year ended 31 December 2011. The interim financial statements and the accompanying
notes should be read in conjunction with the annual audited financial statements and the related notes for
the year ended 31 December 2011. :

Accounting conventzon
These interim financial statements have been prepared on a historical cost basis using the accrual basis of"
accounting.

Use of estimates

The preparation of interim financial statements in conformity with generally accepted accounting standards
in the Kingdom of Saudi Arabia, requires the use of estimates and assumptions that affect the reported
amounts of assets, and liabilities and disclosure of contingent assets and liabilities at the date of the

" financial statements and the reported amounts of revenues and expenses during the reporting period.

Although these estimates are based on management’s best knowledge of current events and actions, actual
results ultimately may differ from those estimates.

Revenue recognition
Revenue from sales is recognized when goods are dehvered and services are rendered to customers. Rental
income is recognized on a straight line basw over the term of the lease.

Accounts receivable

Accounts receivable are stated at original invoice amount less appropriate allowance for any doubtful trade
accounts receivable. An estimate for allowance for doubtful trade accounts receivable is made when
collection of the full amount is doubtful. Bad debts are written off as incurred.

Accrued income
Accrued income comprise of revenue earmed for services provided and goods dehvered but not yet billed
as at the interim balance sheet date.

Inventories
Inventories are stated at the lower of cost or estimated net realizable value. Cost is determined using the
weighted average cost method. An appropriate provision is made for obsolete and slow moving
inventories, if required.




Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UNAUDITED)
AT 30 JUNE 2012
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

- Prepaid expenses

Prepaid expenses represent amounts paid in advance for renting petrol stations, offices, employees housing
and other services. Prepaid expenses are amortized, using the straight line method, over the period of the
related contracts.

Deferred costs
Deferred costs represent key money paid for renting new petrol stations in the Kingdom of Saudi Arabia.
Deferred costs are amortized, using the straight line method, over the period of the contracts.

Property and equipment :
Property and equipment are stated at cost less accumulated depreciation and any impairment in value
Depreciation is ‘provided over the estimated useful lives of the applicable assets using the straight line
method. Lease hold improvements are amortized over the shorter of the estimated useful life or term of the
lease. The rates of depreciation of the principal classes of assets are as follows:

Percentage
Buildings ' 3
Leasehold improvements g -shorter of lease period/useful life
Machinery and equipment 10
Furniture and fixtures 10
Trucks : 7.14 with 20% salvage value
Vehicles 15-25
. Computers ' 125-25
Tools 12-20

Expenditure for repair and maintenance are charged to interim income statement. Betterments that increase
the value or materially extend the life of the related assets are capitalized.

Impairment _ _
The Company periodically reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment
loss. Where it is not possible to estimate the recoverable amount of an individual asset the Company
estimates the recoverable amount of the cash generating unit which the asset belongs.

If the recoverable amount of an asset or cash-generating unit is estimated to be less than its carrying
amount, the carrying amount of the asset or cash-generating unit is reduced to its recoverable amount.
Impairment losses are recognized as expenses immediately in the interim statement of income.

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

Accounts payable and accrued expenses
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether
billed by the supplier or not.

Provisions
Provisions are recognised when the Company has an obligatiop (legal or constructive) arising from a past

event, and the costs to settle the obligation are both probab j be measuredre@//
S ) ) _‘r_,../""
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UNAUDITED)
AT 30 JUNE 2012
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Unearned revenue

Unearned revenue represents advances received against prepaid petrol cards issued by the Company that
have not been utilized by customers at the interim balance sheet date and unearned rental income received
in advance.

Zakat :
The Company is subject to the regulatlons of the Directorate of Zakat and Income Tax (“DZIT”) in the

Kingdom of Saudi Arabia. Zakat is provided on an accrual basis. The provision is charged to the interim

statement of income. Any difference in the estimate is recorded when the final assessment is approved, at
which time the provision is cleared.

Employees’ end-of-service indemnities
Employees’ end-of-service indemnities required by Saudi Arabia labor law are provided in the interim
financial statements based on the employee’s length of service.

~ Statutory reserve

As required by Saudi Arabian Regulations for Companies, 10% of the income for the year should be
transferred to the statutory reserve. The Company may resolve to discontinue such transfers when the
reserve totals 50% of the capital. The reserve is not available for distribution.

Foreign currency transactions

Foreign currency transactions are translated into SaudJ Riyals at the rates of exchange prevailing at the
time of the transaction. At interim balance sheet date, monetary assets and liabilities denominated in
foreign currencies are translated to Saudi Riyals at exchange rates prevailing on that date. Gains and losses
arising on settlement and translation are recognised in the interim statement of income.

Operating leases

Lease of property and equipment under which all the rlsks and benefits of ownership are effectively
retained by the lessor are classified as operating leases. Payments made under operating leases are charged
to the interim statement of income on a straight-line basis over the period of the lease.

Borrowing costs

Borrowing costs that are directly attributable to the construction of an asset are capitalised up to the stage
when substantially all the activities necessary to prepare the qualifying asset for its intended use are
completed and, thereafter, such costs are charged to the interim statement of income.

Expenses
Selling and marketing expenses principally comprise of costs incurred in the marketing of the Company’s
products and services. All other expenses are classified as general and administrative expenses.

Cash and cash equivalents

For the purposes of the interim cash flow statement, cash and cash eqmvalents consists of bank balances,
cash on hand, and investments that are readily convertible into known amounts of cash and have a maturity
of three months or less when purchased.

Segmental reporting

A segment is a distinguishable component of the Company that is engaged either in providing products or
services (a business segment) or in providing products or services within a particular economic
environment (a geographic segment), which is subject to risks andrrewgds that are different from those of

other segments. //,\, S
e S b~ “,.-v
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS CUNAUDITED)
AT 30 JUNE 2012

3 LOANS

In the normal course of busmess the Company has obtained Islamic long term and short term facilities from various local commercial banks amounting to SR 1,305 million
(2011: SR 915 million). These facilities include advances in the current account, short term and long term tawarruq loans, notes payable, letters of guarantee against the advance
payments and contracts performance. The Company has unutilized facilities amounting to SR737.7 million (2011: SR 385.7 million). The following is the details of outstanding
balance as of 31 June: .

a)  Short term loans outstanding were amounting to SR 142,822,667 (2011: SR 111,806,667).

b) Long term loans consist of the following:

Facility amount Utilized amount Outstandiﬁg Balance " Repayment

Bank Type of facilities in SR in SR in SR Purpose frequency Repayment
: 2012 2011 2012 2011 2012 2011 Starting date  Ending date
Al Rajhi Long term 60,000,0000  40,000,0000 38,014,590 - 36,747,924 - Acquisition of Quarterly 27 March 2012 25 April 2015
murabaha [oan trucks and fuel
stations '
Riyadh Revolving long ~ 90,000,0000 90,000,0000 90,000,000 90,000,000 32,502,458 71,210,459  Finance the Mbnthly 31 March 2009 13 June 2015
term tawarruq _ : operations
loan ' .
Samba Long term 100,000,0000 100,000,0000 100,000,000 100,000,000 7,689,334 29,444,583  Finance the Monthly 16 March 2007 3 September
Financial tawarruq loan working capital 2013
Group and acquisition
of property and
equipment

The above facilities bear finance charges at SIBOR plus an agreed margm and are secured by promissory notes issued by the Company. The facility from Samba financial Group
is secured by assignment of contracts proceeds. :

The loan agreements referred to above includes financial covenants relating to current ratio, liabilities to total equity ratio, net gearing ratio, debt service coverage ratio and total
shareholders’ equity, with which the Company was in compliance with most of them as of 30 June 2012 and 2011.
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UNAUDITED)
AT 30 JTUNE 2012

4 SHARE CAPITAL

On 17 Rabi Al Akhar 1433H (corresponding to 10 March 2012), the shareholders’ approved an increase in the share
capital from SR 250 million to SR 300 million through distribution of one bonus share for every five shares held.

The Company’s share capital at 30 June 2012 amounted to SR 300 million (2011: SR 250 million) con51stmg of 30
million (2011: 25 million) fully paid and issued share of SR 10 each.

5 DIVIDENDS AND BOARD OF DIRECTORS’ REMUNERATIONS

The general assembly in its meeting on 4 Rabi Al Akhar 1433H (corresponding to 10 March 2012) has approved to
distribute cash dividends amounting to SR 50.0 million representing SR 2.0 per share representing 20% of the
Company’s share capital before the increase and to disburse remunerations for the Company’s Board of Directors
amounting to SR 1.6 million

6 EARNINGS PER SHARE

Earnings per share attributable to income from operations and net income was calculated by dividing income from
operations and net income for the period by the number of outstanding shares of 30 million as of 30 June 2012
(2011: 25 million shares). The number of shares has been retrospectively adjusted for the prior period to reflect the
effect of the bonus share issue.

7 - COMMITMENTS AND CONTINGENCIES

a) At 30 June 2012, the Company has outstanding contingent liabilities in the form of letters of guarantee
amounting to SR 347,561,214 (2011: SR 316,847,837).

Letters of guarantee were issued against cash margin amounting to 25,070 as of 30 June 2012 (2011:
SR 261,510) .

b) The expenses under operating leases for the period ended 30 June 2012 amounted to SR 86,781,408 (2011:
SR 77,722,070) and included in the cost of revenues.

The Company has commitment under the related operating lease as follows:

2012 2011
‘ SR SR

Within one : ' _ 145,120,730 135,392,468
More than one year B 903,611,866 818,212,366
9
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (UNAUDITED)
AT 30 JUNE 2012 .

8 - SEGMENTAL INFORMATION

. Since the Company carries out its activities entirely in the Kingdom of Saudi Arabia, reporting is provided by
business segment only. The Company has determined its business segments on the basis of type of goods supplied
and services rendered by the Company’s business segments and reported to the Company’s executive management
for the purposes of resource allocation and assessment of segment performance.

Transactions between the business segments are based on an arm length basis. There are no material internal
segment revenues in the six month period ended 30 June 2012 and 2011. Revenue reported below represents

revenue generated from external customers.

For executive management purposes, the Company is organized in the following business segments:

AR S EEEEEEEEEAR

. Petroleum Service Segment
. Transport Services Segment
° Super 2 Segment

The selected segment information is provided by business segments as follows:

9 INTERIM RESULTS

Petroleum . Transport Super 2 Intercompany Total
- Service Eliminations
SR SR SR SR SR

As of 30 June 2012 :

Total assets 626,724,150 442,714,879 2,577,039 (64,139,504) 1,007,876,564
~ Total liabilities 423,829,295 213,582,363 3,007,957 (64,139,504) 576,280,111

Revenue 846,841,584 102,007,058 1,808,503 (24,242,289) 926,414,856

Gross profit - 49,403,286 36,360,818 637,396 - 86,401,500

Depreciation and amortization 13,178,386 15,484,012 131,601 - 28,793,999

Income from operations 30,710,550 23,309,425 77,218 - 54,097,193

Net income 28,187,311 20,940,696 72,944 - 49,200,951

Deferred cost additions 739,055 - ) - - 739,055

Capital expenditure additions 27,020,284 58,701,012 131,812 - 85,853,108
As of 30 June 2011
Total assets 482,327,965 389,017,781 2,823,136  (54,643,014) 819,525,868
Total liabilities 300,597,237 181,819,074 3,350,181 (54,643,014) 431,123,478
Revenue 758,633,609 85,883,714 2,103,456 (20,363,162) 826,257,617
Gross profit _ 51,008,216 29,074,064 779,718 - 80,861,998
Depreciation and amortization 11,842,158 14,215,459 132,982 - 26,190,599
Income from operations 32,054,929 17,410,590 220,512 - 49,686,031
Net income 30,304,389 16,049,097 217,967 - 46,571,453
Deferred cost additions 10,150,740 - - - 10,150,740
Capital expenditure additions 10,428,364 22,729,456 203,454 33,361,274

The results of operations for the interim periods may not be an accurate indication of the results of the full year

operations.

10 COMPARATIVE FIGURES

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




