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AUDITORS' REPORT TO THE SHAREHOLDERS OF
MAHARAH FOR HUMAN RESOURCE COMPANY
(A SAUDI CLOSED JOINT STOCK COMPANY)

Scope of audit:
We have audited the accompanying balance sheet of Maharah for Human Resource Company

(A Saudi Closed Joint Stock Company) (the “Company™) as at 31 December 2016 and the
related statements of income, cash flows and changes in shareholders’ equity for the year
then ended. These financial statements are the responsibility of the Company's management
and have been prepared by them in accordance with the requirements of the Regulations for
Companies and submitted to us together with all the information and explanations which we
required. Qur responsibility is to express an opinion on these financial statements based on
our audit, We conducted our audit in accordance with auditing standards generally accepted
in the Kingdom of Saudi Arabia. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a lest basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statements presentation. We believe that our audit provides a reasonable
degree of assurance to enable us to express an opinion on the financial statements.,

Unqualified opinion:
In our opinion, the financial statements taken as a whole:

1) present fairly, in all material respects, the financial position of the Company as at 31
December 2016 and the results of its operations and its cash flows for the year then
ended in accordance with accounting standards generally accepted in the Kingdom of
Saudi Arabia.

2) comply with the requirements of the Reqgulations for Companies and the Company's by-
laws in so far as they affect the preparation and presentation of the financial
statements.

For Ernst & Ygung

Waleed G. Tawfig
Certified Public Accountant it
Registration No, 437

Riyadh: 8 Jumad Thani 1438H
(7 March 2017)



Maharah for Human Resource Company
(A Saudi Closed Joint Stock Company)

BALANCE SHEET
Asat 31 December 2016

Notes

ASSETS

CURRENT ASSETS

Cash and cash equivalents

Time deposits

Accounnts receivable, unbilled receivables and other
Prepayments and other receivables

Available visas

L% - S

=1

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Used visas — non-current portion 6

Prepaid recruitment expenses — non-current portion

Investment in an unconsolidated subsidiary 9

Cash margin against license guarantee letter 8

Property and equipment 10
Available for sale investment 11

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS® EQUITY

LIABILITIES

CURRENT LIABILITIES

Retained deposits and deferred revenues 12

Accounts payable, accruals and others 13
Zakat payahle 14

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES

Employees’ terminal henefits

Retained deposits — non-current portion

TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES

SHARCHOLDERS' EQUITY

Capital 15
Statutory reserve

Consensual reserve 17
Retained eatnings

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

The attached notes | to 29 form parl of these financial statements,

2016 2015
SR SR

190,906,099 186,385,682
16,344,690 70,170,243
105,009,184 110,602,348
99,479,435 78,125.250
19,480,000 40,566,712
431309408 485850235
7,309,312 9,332,184
11,490,784 5,818,019
- 27,500
10,000,000 10,000,000
92,795,357 2,727,295

30,680,240 .
152,275,693 107,934,998
SR3,585,101 593,785,233
155,133,813  92,524.235
122,147,936 128,078,264
10,975,623 9,321,790
288,257,372 220924289
31,543.006 21222037
48,278.239  §7,247.059
79,821,245 108,469,006
368,078,617 338393385
100,000,000 100,000,000
30,000,000 28,539,185
. 14,269,593
85,506,484 112,583,070
215,506,484 255,391,848
583,585,101  593,785233
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Maharah for Human Resource Company

(A Saudi Closed Joint Stock Company)

STATEMENT OF INCOME
Year ended 31 December 2016

MNotes

Revenue
Cosl of revenue

GROSS PROFIT

EXPENSES

General and administration 158
Marketing 19
TNCOMTE FROM MAIN OPERATIONS

Other income

INCOME BEFORE ZAKAT

Zalal 14
NET INCOME FOR THE YEAR

EARNINGS PER SHARE

Allributable to income from main aperations 20
Attrihutable to net income for the year 20

The attached notes | 1o 29 form part of these financial stateiments,
3

2016 2015
SR SR
1,166,757,007 937,757,005
(843,386,691)  (693,205,978)
323,371,216 264,551,027
(66,352,024)  (57,$82.836)
(28,213,083)  (1,412,128)
228,806,109 205,256,063
5,167,680 3,088,131
233,973,780 208,344,194
(8,136965) (9,151,737
225,836,824 199,192,457
22.88 20.53
22.58 19.92




Maharah for Human Resource Company
(A Saudi Closed Joint Stock Company)

STATEMENT OF CASH FLOWS
Year ended 31 December 2016

Nates

OPERATING ACTIVITIES

Income before zakal

Adjustments for:

Amortization of used visas 0
Depreciation of property and equipment L0, 18
Loss on disposal of property and equipment
Employees' terminal benefits

Provision for doubtful dehbts

Earnings from time deposits

5,19

Changes in operating asscts and liabilitics:
Accounts receivable, prepayments and others
Available visas

Retained deposits and deferred revenues
Accounts payable, accruals and others

Cash penerated from operations

Zalkat paid 14
Employees’ terminal benefits paid

Net cash generated from operating activities

INVESTING ACTIVITIES

Purchase of property and cquipment 10
Proceeds from disposal of property and equipment

Purchase of available for sale investment

Investment in unconsolidated subsidiary

Time deposits

Met cash generated from {used in) investing activities

FINANCING ACTIVITY
Dividends paid 16

Cash used in financing activity
NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at the beginning of the vear

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

Significant non-cash transaction:
Investment in an unconsolidated subsidiary transferred to an afTiliale

The altached notes 1 (o 29 form part of these financial statements.

2016 205
SR SH
233,973,789 208,344,194
33,085,490 27,370,236
5,145,279 3,038,431

- 2,854
19,487,179 17347719
25,744,660 534,896
{1,703,183) (170.243)

316,333,214 256,468 087
(78,873,564)  (115,753,905)
21,086,712 (3,998,00 1)}
23,640,758 61,119,864
(5,030,328) 94,628,881
276,256,792 292,464,927
(6,483,132) (3,479.289)
(9,166,210) (2,835,220
260,607,450 286,150,418
(15,666,873)  (47.748,295)
453,532 25,533,050
(30,680,240) :

i (27.500)
55,528,736 (70,000,000)
0,635,155  (92,242,745)

(265,722,188)  (105,000,000)
(265,722,188)  (105,000,000)
4,520,417 88,907,673
186,385,682 97,478,009
190,006,099 186,385,682
27,500 :
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Maharah for Human Resource Company
(A Saudi Closed Joint Stock Company)

STATEMENT OF CHANGES IN SHARTHOI.DERS® EQUITY

Year ended 31 December 2016

Consensual ferained
Clapital Statutory régerve reserve Crnires Tatal
SR SR SR SR SR

Balance at 31 December 2014 100,000,000 8,619,938 4,309,970 48,269 482 161,199,391
Net income for the year - - - 199,192,457 199,192 457
Transfer to staiulory reserve - 19,919,246 - (19,919,246) -
Transfer o consensual reserye
(note 17) - - 9,950 623 (9,959,623) -
Dividends (note 16) = - - (105,000,000)  (105,000,000)
Balance at 3| December 2015 [0, 000,000 28,539,185 14,269,593 112,583,070 255,391,848
Met income for the year - - - 225,836,824 225,836,824
Transfer o statulory reserve - 1,460,815 - (1,400,815) -
Dividends (note 16} - - (14.269,593) (251,452,595) (2635,722,188)
Balance ai 31 December 2016 100,000,000 30,000,000 85,506,484 215,506,484

The attached notes 1 to 29 form part of these financial statements,




Maharah for Human Resource Company

(A Saudi Closed Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2016

1 ACTIVITIES

Maharah Far Human Resources Company (the “Company™) is a Saudi Closed Joint Stock Company registered
in the Kingdom of Saudi Arabin under Commercial Registration numbered 1010564538 and dated 7 Rahi Thani
1434H, corresponding to 17 February 2013,

The Company is engaged in providing recruitment services for public and private sectors.
p2 SICNIFICANT ACCOUNTING POLICIES

The financial statements hiave been prepared in accordance with accounting standards generally accepled in the
Kingdom of Saudi Arabia, 'T'he significant accounting policies adopted are as follows:

Accounting convention
The financial statements are prepared under the historical cost convention.

Use of estimates

The preparation of financial statsments in conformity with generally accepted accounting principles requires
the use of estimates and assumptions that atfect the reported amounts of assets and ligbilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reparted amounts of revenues and
expenses during the reparting period. Although these estimates and judgments are based on management’s best
knowledge of current events and actions, actual resulis uitimately may ditfer from these estimates.

Cash and eash equivalents
Cash and cash equivalents consist of bank balances and investments that are readily convertibile into known
amounts of cash and have a maturity of three months or less when placed.

Accounts receivable

Accounts receivable are stated at original invoice amount less provision for any uncollectible amounts. An
estimate for doubtful accounts is made when collection of the full amount is no longer probabile. Bad debls
‘are written off as incurred.

Impairment and un-collectability of financial asscis

An assessment is made at each balance sheet date to determine whether there is objective evidence that a
specific financial asset may be impaired. If such evidence exists, impairment loss is recognised in the statement
of income. Impairment is determined as follows:

(a) For assets carried at fair value; impairment is the difference hetween cost and fair value, less any
impairinent loss previously recognised in the statement of income;

() For assets carried at cost, impairment is the difference between carrying value and the present value
of tuture cash tlows discounted at the current market rate of return for a similar financial asset;

(c) For asssts carried at amortised cost, impairment is the difference between carying smount and the

present vaiue of future cash flows discounted at the original effective interest rate,
Available, used visas and recruitment cosis

Purchased visas
Purchased visas represent the amounts paid to the govermment authorities against issuing manpower visas and
arg recorded at cost.

Used visas
WVisas which are used in reernitment and are transferred from purchased visas are clagsified under used visas and

amortized in the statement of income on straighi-line basis over two years or over the contract period whichever
is shorter. The amount of visas amortized in the statement of ncome in case of termination of the contract o
occurrence of anylhing that prevents the continuation of the service. Used visas are classified under current
assets and non-current assets accordingly.




Maharah for Human Resource Company
(A Saudi Closed Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
At 31 December 2016

2

SIGNIFICANT ACCOUNTING POLICIES (continued)

Available visas represent the unused balance of visas purchased. As per Saudi law, the Company, upon its wish,
may return the amount of visas. Available visas are classified under cunent assets.

Recruitment costs

Recruitment costs represent the amount paid to recruitment agencies in connection with services obtained.
These costs are amortised in the statement of income over two years in line with the contract period. These
amounts are appropriately presented under current and non-current assets,

Property and equipment

Property and cquipment are stated at cost less accumulated depreciation and any accumulated impairment in
value. Tands and capital work in progress are not depreciated. The cost less estimated residual value of other
itlems of property and equipment is depreciated on a straight-line basis over the estimated useful lives of the
HERE O

Leaschold improvements are arnorlized on a straight-line busis over the shorter of vseful lives of the
improvements or the lease term.

Expenditure Tor repair-and maintenance is charged to statement of income. Betterments that increase the value
or materially extend the life of the related assets are capitalized,

Available for sale investment

Investient in available for sale securities is stated at fair value and inclided under non-current assets in the
balance sheet unless the Company intends to sell those investments in next fiscal vear, Urnrealized gains or
losses are included in the statement of changes in pariners’ equity until the mvestment is derecognized or the
investment is determined (o be impaired. On devecognition or impairment, the cumulative gains or losses
previously reported in the equity is included in the stalement of income for the year, Fair value is determined
based on the market value if an open market exists or by using alternative revaluation methads, Otherwise cost
is considered o be the fair value.

Impairment of non-financial assets

The Company pericdically reviews the carrying amounts of its non-financial assets to determine whether
there is any indication that those assets have suffered any impairment loss. IF such indication exists, the
recoverable amount of the assel 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 zsset, the Company estimates the
recoverable amount of the cash generating unil to which the asset belongs,

Tf the recoverable amount of the asset or cash generating unit is estimated to be less than its carrying amount,
the carrying amount of the assel or cash generaling unil is reduced (o its recoverable amount. Impairment is
recognized in the statement of income.

For all non-financial asseis except goodwill, 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
si that the inereased carrying amount does not exceed the carrying amount (hat would have been determined
had no impairment loss been recognized for the asset or cash generating unit in prior periods, A reversal of an
impairment loss is recognized as income immediately. Tmpairment recorded agpinst the carrying value of
goodwill is not reversed subsequently,

Accounts payable and aceruals
Liabilities are recognized for amounts to be paid in the future for goods or services received, whether hilled
by the supplier or not.

Provisions
Provisions are recognized when the Company has an obligation (legal or constructive) arising from a past
event. and the costs to settle the obligation are both probable and may be measured reliably,




Maharah for Human Resource Company
(A Saudi Closed Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
At 31 December 2016

2

SIGNIFICANT ACCOUNTING POLICIES (continued)

Retained deposits and deferred revenues

Retained deposits represent the amownts equivalent fo two-month salary collected as secuvity and retained with
the Company until the completionftermination of contract. These amounts are appropriately presented under
current and non-current liabilities.

Deferred revenues represent the amounts colleeted from customers in advance when signing the contracts of
providing manpower services. These amounts are recognized under revenue in the statement of income of the
Company when earned.

Zakat
Zakat is provided for in accordance with Saudi Arabian fiscal regulations. The provision is charged to the
statement of income.

Employees' terminal benefits
Provision is made for amounts payable under the Saudi Arabian Tahor Law applicable to employees'
accumulated periods of service at the balance sheet date.

Dividend distribution
Final dividends are recognized as a liability at the time of their approval by the General Assembly, Interim
dividends are recorded when approved by the Board of Directars.

Statutory reserve

In accordarce with Saudi Arabian Repulations for Companies, the Company musl sel aside 10% of its net
incoame in each year until it has buill up a reserve equal to ene half of the capital. Aceordingly, the Company
has set aside equivalent amount from net income to the statutory reserve to make the reserve equal to 30%
of the capital. The reserve is not available for distribution.

Revenue recognition

Revenue represents the activity prices of manpower services provided by the Company to the public and
private sectors and individuals during the year, Revenue is measured and recognized in accordance with the
contracts, according to accrual basis at the time of providing service to customers.

Other income is recognized when earned.

Operating leases
Operating lease payments are recognized as an expense in the stalement of income on a siraight-line basis over
the term of lease.

Cosis and expenses

Costs which divectly related to services providing ave classified as cost of revenne. Costs which are attributable
to marketing, promotional activities and bad debts ars classified as marketing expenses. All other indirect
expenses are classified as general and administration expenses.

Segmental Reporting

A segiment is a distinguishable component of the Company that is engaged in gither providing products or
services (a business sepment), 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.

Foreign currencies

Transactions in foreign cutrencies are recorded in Sandi Rivals at the rate ruling at the date of the hiansaction,
Monetary assets and liabilities denominated in foreipn currencies are retranslaied at the rates of exchange ruling
at the balance sheet date. All differences are faken to the stalement of income.




Maharah for Human Resource Company

(A Saudi Closed Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
At 31 December 2016

3 CASH AND CASH EQUIVALENTS
2016 20135
SR SR
Bank balances 120,906,009 176,385,516
Short term deposits with current maturity of 3 months or less 70,000,000 10,000,166
190,206,099 186,385,682
4 TIME DEPOSITS

Time deposits represent deposits with local commercial barks having a maturity of more than three months from date
of acquisition. The variable special commission rates on the time deposits as at 31 December 2016 are based on
prevailine commercial market rates,

§ ACCOUNTS RECEIVABLE, UNBILLED RECEIVABLES AND OTHER
2010 20045
hy(1 SR
Accounts receivable 119,186,103 103,939,325
Less: provision for doubtful debts (26,279,556) (534.896)
92,906,547 103,404,429
Amounts due from related parties (note 9) 9,368,907 7197919
Unibilles! receivables 2,823,730 -
105,099,184 110,602,348

The five largest customers account for 30% (2015: 38%) of outstanding accounts receivable at year end,

At 31 December 2016, aecounts receivable at nominal valoe of SR 26.3 million (2015: 8R 0.5 million) were impaired.
Maovements in the allowance for doubtful debts were as follows:

2016 2015
AT SR
At the beginming of the year 534,896 -
Frovided during the year (note 19) 25,744,660 534,896
At the end of the year 26,279,556 534,896
As at 31 Decamber, the ageing of unimpaired accounts receivable s as follows:
> {81 dayr and
Tutal <00 days ©1-180) days mare
SR SR SR SR
2016 92,006,547 88,871,591 1,702,530 2,332,426
20135 103,404,429 91,729,263 7.881,394 3,793,772




Maharah for Human Resource Company
(A Saudi Closed Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (continued)
At 31 December 2016

6 PREPAYMENTS AND OTHER RECEIVABLES

Residence foes and work permils
Prepaid recruitment expenses
Used wvisas (*)

Prepaid insurance

Advances to suppliers

Prepaid rent

Others

{(*) The movement in used visas during the year was as lollows:

Opening balance
Used visas transferred during the year (note 7)
Amortized dwring the year

Met balance of used visas at the end of the vear
The net balance of used vises is presented as below:
Current portion (as shown above)

Nor-current portion

Net balance of used visas at the end of the year

T AVAILABLE VISAS

2016 2045
SR SR
40,800,078 43,360,947
30,589,367 9,703,018
19,237,715 15,229,621
3,529,123 6,829,759
2,009,339 1,113,349
1,635,613 1,107,346
1,678,200 781,210
99,479,435 78,125,250
2016 2015
SR SR
24,561,805 20,280,041
35,670,712 31.652,000
(33,685,490)  (27,370,236)
26,547,027 24,561,805
2016 2015
SR SR
19,237,715 15,229,621
7,309,312 9.332,184
26,547,027 24,561,805

Available visas represent the balance of unused visas until the date of the financial statements. Amounts of available

visas are transferred to used visas when issuing vizas (o the recrpiled manpower.

Opening balance
Puorchased visas during the vear
Transferred to used visas during the year (note 6)

Net balance of available visas at the end of'the year

8 CASH MARGIN AGAINST LICENSE GUARANTEE LETTER

Letter of guarantee represents the letter submitted to Ministry of Labor and Social Development against issuance of
recruitment license for the Company. This letter is valid until 14 Sha'ban 1445, corresponding to 24 February 2024, The

guaraniee letter is secured against 100% cash margin.

20146 2015
SR SR
40,566,712 36,568,712
14,584,000 35,650,000
{(35,670,712) (31,652,000)
19,480,000 40,566,712
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Maharah for Human Resource Company
(A Saudi Closed Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (continucd)
At 31 December 2016

11 AVAILABLE FOR SALE INVESTMENT

This represents investment in a mutual find named Commodity SAR Fund comprising 206,988.44 unils carried al SR

148.222 per unit,

12 RETAINED DEPOSITS AND DEFERRED REVENUES

Retained deposits — current portion
Deferred revenues

13 ACCOUNTS PAYABLE, ACCRUALS AND OTHERS

Acerued tickels and vacations
Accrued salaries and benefits
Advanees from cuslomers

Accounts payable

Provision for aperational risk (note 23)
Amounis due (o related parties (nole 9)
Others

14 ZAKAT

Charge for the year

2016 2015
SR SR
110,453,851 80,383,598
44,679,962 12,140,637
155,133,813 92,524,235
2014 2015
SR SR
79,479,619 60,883,005
20,896,499 37,311,757
5,904,670 A
5,230,842 12,694,375
5,079,200 4,480,000
1,972,551 10,631,599
3,584,555 2,077,528
122,147.936 128,078,264

The zakat charge amounting to SR 8,136,965 (2015: 8R 9,151,737) consists of current year provision and is based en

the following:

2016 2015
SR SR

Shareholders’ equity 128,539,185 112,929,909
Opening provisions and other adjustments 12,590,723 107,152,527
Book value of long term assels (91,577.707) (R2,754,795)

49,552,201 137,327,641
Fakatable income for the year 275,926,399 228,741,831
Zakat base 325,478,600 366,069,472
Zakat provision (@ 2.5% 8,136,965 9,151,737

The differences between the linancial and zakatable results are mamly due to provisions which are not allowed in
caleulation of zakatable income,
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14 ZAKAT {continued)

Movement of zakal provision
The movement in the zalat provision for the year was as follows:

20106 2013
SR SR
At the beginning of year 9,321,790 3,649,342
Provided for the year 8,136,965 9.151,737
Paid during the vear (6,483,132) {3,479,289)
At the end of year 10,975,623 9321, 79%)

Status of zakal assessments
The Company has submitted its zakat return for all years up to 31 December 2015 with the General Authority for Zakat
and Tax (GAZT) and oblained zakat cerlificates but the final assessments have not been raised yet.

15 CAFPITAL

Capital is divided into 10 million shaves of SR 10 each as of 31 December 2016 and 2015.

16 DIVIDENDS

In the meeting daled 27 Dhul-Hijjah 1437H (corresponding to 28 September 2016), the Company's Board of Diteciors
(the “BOD") declared dividends amounting to SR 165.7 million, which was paid during the year, The amounts transferred
from consensual reserve (o retained earnings during the year were partly utilised to pay these dividends,

In the meeting daled 4 Rajab [437H (corresponding to 11 April 2016), the Company's Board of Directors declared
dividends amounting to SR 100 million, which was paid during the year.

In the meeting dated 8 Dhul-Qadah 143611 (corresponding to 23 August 20135), the genaral assembly has ratified the
dividends amounting to SR 25 million, which was paid during 2015,

In the meeting dated 12 Rajab 1437H (corresponding to 19 April 2016), the general assembly has ratified the dividends
amounting to SR 80 million, which was paid during 2015. In the same meeting dividends amounting to SR 100 million
were also ratified by the general assembly which were declaved based on the recommendation of Board of Directors in
their meeting on 4 Rajab 1437H (corresponding to 11 April 2018).

17 CONSENSUAL RESERVE
In accordance with the Company's by-laws und based on the proposal of the Board of Directors, 5% of the net income

of the year has been transferred to the consensual reserve, to be allocated for certain purposes, During 2016, the BOD
has decided 1o release this reserve set aside fast year lo pay dividends,
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18 GENERAL AND ADMINISTRATION EXPENSES

Mila 2015

SR SR
Employee costs 47,255,725 36,573,322
Board remuneration and bonus (hote 9) 1,600,000 7,970,599
Renl 1,459,884 1,814,010
Depreciation (note 10) 5,145,279 3,038,431
Professional fees 2,658,763 1,129,536
Bank charges 2,129,205 1,487,822
Utilities 1,247,797 . 939375
Repairs and maintenance 848,308 856,042
Travel 648,562 §1,975
Others 3,358,411 3,501,724

66,352,024 57,882,336

19 MARKETING EXPENSES

2006 2043
SR g
Provision Tor doubtful debts (note 5) 25,744.660 534,896
Advertisements 2,302,437 728,262
Marketing conunission 165,986 148,970
28,213,083 1,412,128

20 EARNINGS PER SHARE

Eamings par share is calculated based on the weighted average number of outstanding shares during the year, The
weighted average number of outstanding shaves for the vear ended 31 December 2016 and 2015 were 10 million
shates.

21 OPERATING LEASES

Rent expenses are related to operating leases. During 2016, an amount of SR 5,318,996 (2015 6,239,268) was
recognised in the statement of income in respect of operating leases under general and administration expenses and
cost of revenue.

22 SEGMENTAL REPORTING

These are atiributahle to the Company 's activities and business lines appraved by management to be used as a basis
for the financial reporting and are consistent with the internal reporting process. The segments’ results comprise items
that ave directly attributable to a certain segment and items that can be reasonably allocated between the main business
segments.

The Company is organised into the following main business segments;

Coiporate Inilividial Tatal
2016 2015 2016 2015 2016 2015
SR SR SR SR SR SR
Revenue 977,366,677 909,841,981 189,391,230 47915024 1,166,757.907 957,757.005
Gross profit 263.395,261 250,026,875 59975955 14,524,152 323,371,216 264,551,027

Tt is impracticable to disclose information pertaining (o nel book value of property and equipment, total assets and
total lizhilities pertaining to these business segments. The primary market for the Company's activities and services
is the Kingdom of Saudi Arabia and hence peographicsl segmental information is not applicable in this case,

15
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23 RISK MANAGEMENT

Interest vate risk

Interest rate risk is the risk that the value of financial instruments will fluctuate due to changes in the market interest
riles. The Company is subject to interest rate risk on its interest bearing assets including cash and cash equivalents
and time deposits which is not lkely to be significant. The Company does not have any interest bearing liability at
the halance sheet date.

Credif risk

Credil risk is (he risk that one party will fail to discharge an obligation and will cause the other party to incur a
financial loss, The Company secks to manage its credit visk with respect to customers by setting credit limits for
individual custorners and by monitoring oulslanding receivables,

Liguidity risk

Liquidity risk is the risk that the Company will encounter difficully in raising funds to meet commitments associatad
with finaneial instruments. The Company maneges its liquidity risk by ensuring that necessary finds are available.
The Company’s lerms of providing service require amounis 1o be paid within 30 days from the date of invoice
issuance. Payables are normally setlled within 30 days of the date of contract,

Currency rish

Currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign exchange rates.
The Company is subject to Muctuations in foreign exchange rales in the normal course of its business. The Company
monitors the fluctuations in currency exchange rates und manages its effect on the fnancial statements accordingly.

Operational Risk

Operational risk is the risk that the Company will encounter difficulties in providing the required manpower or failing 1o
complete the period of the contract due to rejection of work. lack of good work performance, escape, death and change
of related laws and regulations. The Company secks lo manage the operation risks by monitoring these cases on a regular
basis in order to avoid or reduce oceurrence of such cases. The Company also provides a provision to encounter these
cases when occurred.

24 CONTINGENT LIABILITIES

The Company’s bankers have issued, on its behalf, guarantees amounting 10 SR 10,000,000 in respect of contract
performance, in the normal course of business.

25 KEY SOURCES OF ESTIMATION UNCERTAINTY

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual resulls. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrving amounts of assets and liabilities within the next financial year are adidressed below:

Impairment of accounts receivable

An estimate of the collectible amount of accounts receivable is made when collection of the full amount is no longer
probable. For individually significant amounts, (his estimiation is performed on an individual basis, Amounts which are
not individually significant, but which arc past due, are assessed collectively and a provision applied according to the
length of the past due receivables,

At the reporting date, gross accounts receivable were SR 119,186,103 with SR 26,279,556 being maintained as provision
for doubiful debis (Z015: gross accounts receivable of SR 103,939,325 with provision for doubtful debts of SR 534,590).
Any difference between the amounts actually collected in future periods and the amounts expected will be recoguised in
the statement of income.

Useful lives of properly and equipment
The Company's management determines the estimated useful lives of its property and equipment for caloulating
depreciation. This estimate is determined after considering the expected usage of the asset or physical wear and lear.

Management reviews the useful lives annually and future depreciation charge would be adjusted where the management
helieves the useful lives differ from previous estimates,

16
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25 KEY SOURCES OF ESTIMATION UNCERTATNTY (continued)

Zakal

Significant judgment is required in determining the provision for zakat. There are many transactions and calculations for
which the ultimate zakat determination is uncertain. The Company recoguises liabilities tor anticipated zakat based an
estimation of whether additional zakat will be due.

20 FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an assel or paid to wansfer a lability in an ordesly transaction
between market participants at the measurement date, The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either:

= Inthe principal market for the asset or liability; or
s Inthe absence of a principal market, in the most advantageous markel for the assel or lability,

The principal or the most advantageous market must be accessible by the Company. The fair value of an asset or g
liability is measured using assumptions that market participants wouold use when pricing the asset or liability,
assuming that market participants act in their economic best interest.

Financial instruments comprise financial assets and financial ligbilities. The Company's financial assets consist of
cash and cash equivalents, time deposits, accounts and other receivables and amounts due from related parties.
Financial liabilities of the Company consist of accounls and other payables, aceruals and amounts due to related
parties. The fair values of financial instruments of the Company at the balance sheet date are not materially different
from their canying values,

27 APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved by the Board of Directors on 8 Jumad Thani 1438H (corresponding ta 7 March
2017).

28 COMPANY'S OPERATIONS

Following are Company’s branches details as at 31 December 2016:

Nante Connnercigl Registratian Number Dute
Al Yasameen 1010465207 2 Safar 1438 H
Al Maroj 1010436553 28 Shawwal 1436 H
Al Taawon 1010427484 9 Mubhurram 1435 H
Jubail 2055021858 5 Kabi Thani 1435 H
Ar Rass 1132010975 7 Dhul-Cadah 1435 1
Al Rabwah 10104652009 2 Safar 1438 H
Suwaidi 10704274485 D Muohurram 1435 F
Medina A650076804 15 Rabi Awal 1436 H
Buravdah L 136056729 29 Jumad Awal 1437 H
Ha'il 2350043311 27 Rabi Thani 1436 H
Khamis Mushait 5855068093 15 Rabi Awal 1436 H
Khurais 1010436554 28 Shawwal 1436 H
[Tnaizah 1128019621 15 Rabi Awsal 1436 H

29 COMPARATIVE FIGURES

Certain of prior year amounts have been reclassified to conform with the current year presentation,




