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HPMG Al Fozan & Pariners Telephone +266 12 698 8585

Certified Public Actountants Fax +566 12 698 9484
Zahsan Businass Centre, Tower A, Sth Floor Internet  wwav kpmg.com.ss
Princs Sultan Street

PO Box 55078 License No, 46/11/323 issued 11/3/1892
Jeddah 21534 .

Kingdor of Saudi Arsbia

Incependent Auditors Reporton Review
o nterim Fnancia Stalements

The Shareholders

Saudi Industrial Services Company
(A Saudi Joint Stock Company)
Jeddah, Kingdom of Saudi Arabia.

We have reviewed the accompanying 31 March 2018 condensed consolidated interim financial statements of

s T

Saud! Industrial Services Company {*the Company") and its subsidiaries (collectively referred to as “the
Group™) which comprises:

k: 4

o

" the condensed consolidated statement of finéﬂcia! position as at 31 March 2018; '

the condensed consolidated statement of profit or loss and other comprehensive income for the three-
months period ended 31 March 2018§;

the condensed consolidated statement of changes in equity for the three-months period ended 31 March
2018; : .

the condensed consolidated statement of cash flows for the three-months period ended 31 March 2018;
and :

the noles {o the condensed consolidated inferim financial statements,

Management is responsibie for the preparaﬁozi and prasentation of these condensed consolidated interim
financial statements in accordance with Intetnational Accounting Standard 34 (IAS 34), 'Interim Financial
Reporting' that is endorsed in fhe Kingdom of Saudi Arabia. Our responsibility is to express a conclusion on

these condensed consolidated interim financlal statements based on cur review,

We conducted our review in accordance with the Internationa! Standard on Review Engagsments 2410,
‘Review of Interim Financial information Performed by the Independent Auditer of the Entity’ that is endorsed
in the Kingdom of Saudi Arabia, A review of interim financial information consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with infernational
Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia, and consequently does not enable
us 1o obiain assurance that we would become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion,
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compaty b me Knggom of Saud Arbia, and 8 harepirtngs mamler finn
of e PG reteork of independent foms affiisted with KPXG
Eleengtipna! Cooperative, 4 Swiss DY,




Based on our review, nothing Ras come to our attention that causes us o believe that the accompanying 31
March 2018 condensed consolidated inferim financial statements of Saudi Industrial Services Company and
its subsidiaries are not preparéd, in all material respects, in accordance with iIAS 34, 'Interim Financial
Reporiing’ that is endorsed in the Kingdom of Saudi Arabia.

For KPMG Al Fozan & Partners
- Cerlified Public Accountants

Eprahim Obotd Basshen
License No. 382
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SAUDI INDUSTRIAL SERVICES COMPANY

{A Saudi Joint Stock Company)

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 March 2018
{Expressed in Saudi Arabian Riyals)

ASSETS

Non-current assets:
Property, plant and equipment
Intangible assets

Investnient properties
Investments

Trade receivables and prepayments, long-term

Total non-current assets

Current assets:
Inventories

Trade and other reccivables
Cash and cash eguivalents

Total current assets

Total assets

EQUITY AND LIABILITIES
Equity:

Share capital

Share premium

Statutory reserve

Other reserves

Retained earnings

Equity attribufable to the shareholders® of Parent

Company
Non-controlling interests
Total equity

Non-current liabilities:
Long-term loans and bank facilities
Employees” end of service benefits
Long-term provisions

‘Fotal non-current lahilities

Current liabilities:

Current portion of tong-term loans and
bank facilities

Zakat and income tax payable

Trade payables and other current liabilities

Total current liabilities

Total Habilities

Total equity and liahilities

31 March 31 December
Notes 2018 2017
{Unaudited) (Audited)
5 918,217,629 927,089,954
6 1,221,754,737 1,238,841,157
150,011,176 152,430,488
7 183,326,656 180,297 457
8,806,694 8,376,771
2,482,109,692 2.507.035,827
23,488,288 25,502,589
196,145,159 101,588,415
8 176,560,284 150,707,941
300,193,731 277,798,945
2,788,303,423 2.784,834.772
g 816,000,800 816,000,000
36,409,663 36,409,063
66,672,990 66,615,976
16,841,154 10,697,262
138,082,335 137,569,208
1,068,005,342 1.067,291.509
474,915,241 476,769,749
1,542,926,783 1,544,061,258
10 841,014,838 839,710,326
27,368,867 26,693,232
68,721,124 66,040,748
937,104,826 932,444,306
10 146,191,756 146,391,442
5,060,429 5,096,081
187,025,629 156,841,683
308,277,814 308,329,208
1,245,382,640 1,240,773,514
2.788,303,423

The accompanying notes 1 through 18 form anintegral part of
these condensed consolidated interim financial statements.

2,784,834,772




SAUDI INDUSTRIAL SERVICES COMPANY
(A Saudi Joint Stock Company)

CONDENSED CONSOLIDATED STATEMENT OF PRO¥FIT OR LOSS AND OTHER

COMPREHENSIVE INCOME
For the three-months period ended 31 March 2018
(Expressed in Saudi Arabian Riyals)

Revenue
Costs of revenue

Gross profit
Selling and distribution expenses
General and administrative expenses

Other income
Impairment loss on frade receivables

Operating profit
Finance costs

Finance income
Share in resuits from equity accounted associates, nel

{Less) / profit before Zakat and income tax
Zakat and income tax

{Loss) / profit for the period

Other comprehensive income

Ttemns that will not be reclassified to prafit or loss

Investment in mutual fund at FYOC! - net change in fair
value

Itemns that are or may be reclassified subsequently fo
profit or loss

Cash flow hedges — effective portion of changes in fair
value

Other comprehensive income for the period

Total comprehensive (loss) / income for the period

Notes 2018 2017
{Unaudited) (Unaudited)
13 117,974,697 171,937,443
(86,835,151 {96,756,988)
37,139,546 73,200,453
{4,164,308) (3,514,723
(29,107,967 {32,927.554)
241,054 981,176
{20,329} {121,657
4,087,996 39,617,697
{9,792,964) (8,568,201}
- 202,434
7.2 5,591,698 4,548,759
(113,270 35,800,689
{1,293,455) (3,140,201)
(1,406,725) 32,660,488
237,445 -
- 1,021,058
237,445 1,021,058
{1,169,280)

_.33.681,5467

=, -
Y fe

The accompanying notes | through 18 form an integral part of -
these condensed consolidated interim financial statements. g: » vaﬁf;f o




SAUDI INDUSTRIAL SERVICES COMPANY
(A Saudi Joint Stock Company)

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME
For the three-months period ended 3t March 2018
{Expressed in Saudi Arabian Riyals)

{Loss) / profit for the period attributable to:

- Shareholders’ of the Parent Company

- Non-controlling interesis’ share of net income in
subsidiaries

{Loss} / profit for the period

Total comprehensive income for the
period attributable to:
- Shareholders’ of the Parent Company
- Nen-conirolling interests’ share of net income in
subsidiaries

‘T'otal comprehensive (loss) / income for the period
Earnings pershare
Basic and diluted earnings per share from net profii for

the period attributable to the Shareholders’ of the
Parent Company

Note

14

31 March 31 March
2018 2017
{Unaundited} {Unaundited}

570,141 22,126,200

{1,976,866) 10,534,288

{1,486,725) 32,660,483
714,033 22,744,730

(1,883,313) 10,936,816

{1,169,280) 33,681,546

0.01

The accompanying notes | through 18 form an integral part of
these condensed consolidated interim financial statements.
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SAUDI INDUSTRIAL SERVICES COMPANY
(A Saudi Joint Stock Company)

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the three-months period ended 31 March 2018
(Expressed in Saudi Arabian Riyals)

)

Notes 2018 017
{Unaudited) {Unaudited)}

Operating activities:

{Loss}/ profit before Zakat and income fax (113,275 33,800,689
Adfustinents for:

Depreciation and amortization 37,823,023 32,788,583

Provision for employees® end of service benefits 1,075,718 1,649,929

Gain on disposal of property, plant and equipment - {6,331)

Share in results from equity accounted associates, net 7.2 (5,591,698) {4,548,759)

Provision for doubiful debits 26,329 121,657

Provision for inventories 362,637 839,555

Amortization of advance rentals 1,304,512 1,025,759

Provision for asset replacement cost 2,680,373 2,023,446

Financial charges 9,792,964 8.308,201

47,354,588 78,262,729

Changes in:

Trade and other receivables {5,542,083) (26,391,906}

Inveniories 1,651,664 1,417,392

Trade payable and other current Habilities (8,641,564} 16,933,179
Cash generated from operating activities 35,422,605 70,221,394
Employees” end of service benefits paid {400,083 {1,140,674)
Zakaf and income tax paid {787.420) -
Financial charges paid : {1,567,456) (1,287,676}
Net cash generated from operating activities 32,667,646 67,793,044
Investing activities:
Additions to property, plant and equipment {9,444,366) (57,324,41h)
Dividends received from an associate 1.2 2,799,944 -
Proceeds from disposal of property, plant and equipment - 268,337
Net cash used in investing activities (6,044,422) (57.256,074)
Financing activities:
Borrowings of loans and bank facilities 3,794,639 30,277,799
Repayment of toans and bank facilities (3,993,725 (4,676,545}
Net movement in non-controlling interests 28,805 -
Net eash (used in) / generated from financing activities {170,881 25,601,254
Nef change in cash and cash equivalents 25,852,343 36,138,224
Cash and cash equivalents at the beginning of the period 156,707,941 195,404,320
Cash and cash equivalents at the end of the peried g 176,560,284 231,542,544
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SAUDI INDUSTRIAL SERVICES COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the three-months period ended 31 March 2018
{Expressed in Saudi Arabian Riyals)

1.  ORGANISATION AND PRINCIPAL ACTIVITIES

Saudi Industrial Services Company (“the Company™ or “the Parent Company” or “SISCO”) is a joint
stock company incorporated in accordance with Saudi Arabian Regulations for Companies under the
Ministry of Commerce Resolution No. 223 of Rabi Al Awal 7, 1409 H (corresponding to October 18,
1988) and registered under Commereial Registration No. 4030062502 dated Rabi Al Thani 10, 1409H
(corresponding to November 20, 1988). The objective of the Company is to invest in and manage
subsidiaries in addition to maintenance, operations and management of factories, industrial facilities,
construction of residential buildings and all related facilities such as enfertainment centers, malls,
restaurants, catering projects, construction of hospitals and buildings to provide health services to factory
and industrial company workmen, marketing factory products locally and worldwide, provide services
and participate in formation of companies. The principal activity of the Company is investment and
management of subsidiaries,

The registered head office of the Parent Company is located at the following address:

Saudi Business Center

P. 0. Box 14221,

Jeddah 21424,

Kingdom of Saudi Arabia,

These condensed consolidated interim financial statements inchide assets, liabilities and the resuits of
the operations of the Parent Company and its foliowing subsidiaries (“the Group™):

: Countryof  Effective

Cempany incorporation shareholding Erincipal activities
. 2018 2007
. Management and operation of
Saudi Trade and Export : > y
) ; . . o o storage and re-export project

Eﬁ;ﬁf?}?;ﬁg?%my Saudi Arabia 76% 6% situated on the land leased from

' ' Jeddah Islamic Port.
Kindasa Water Services ' Water desalination and freatment
Company — Closed Joint Saudi Arabia 65% 63%  plant and sale of water.

Stock Company (*Kindasa”)

Development and opération of
industrial zones, construction and
operation of restaurants, catering
and entertainment centers,

993% cons‘tryction of gas stations, aufo
servicing and maintenance
workshops, and purchase of land
for the construction of building
thereon and investing the same
through sale or lease.

Support Services Operation
Limited Company Saudi Arabia 99.28%
{“ISNAD™)

Development, construction,
Red Sea Gateway Terminal . . N o operation and maintenance of
Company Limited ("RSGT™) Saudi Arabia 60.6%  60.6% container terminals and excavation
and back filling works.

Development, consiruction,
operation and maintenance of
container terminals and excavation
and back filling works.

Red Sea Port Development
Company — Closed Joint Saudi Arabia 60.6%  60.6%
Stock Company (“RSPDY)




SAUDI INDUSTRIAL SERVICES COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the three-months period ended 31 March 2018
(Expressed in Saudi Arabian Riyals)

2. BASISOF PREPARATION

2.1 Statement of compliance

These condensed consolidated interim financial statements have been prepared in accordance with
International Accounting Standard (JAS) 34 Interim Financial Reporting that is endorsed in Kingdom
of Saudi Arabia and other standards and pronouncements that are issued by Saudi Organization for
Certified Public Accountants (“SOCPA™} and should be read in conjunction with the Group’s last
annual Consolidated Financial Statements as at and for the yearended 31 December 2017 (“last annual
Financial Statements”). They do not include all of the information required for a complete set of
financial statements however, accounting policies and selected explanatory notes are included to
explain events and transactions that are significant to an understanding of the changes in the Group’s
financial position and performance since the last annuat Financial Statements.

This is the first set of condensed consolidated interim financial statements where IFRS 15 ‘Revenue
from Contracts with Customers” and 1FRS 9 ‘Financial Instruments’ have been applied. Changes to
significant accounting policies are deseribed in Note 4.1 and 4.2.

2.2 Basis of Measurement

These condensed consolidated interim financial statements have been prepared under the historical
cost basis, except for investments at fair value through other comprehensive income (FVOCI) which
are stated at fair value, defined benefit obligation which is recognised at the present value of future
obligations using the Projected Unit Credit Method and provision for asset replacement cost which is
recognised at the present value of depreciated cost of future replaceable assets as per contractual
requirements of service concession arrangement. Further, the condensed consolidated interim financial
statements are prepared using the accrual basis of accounting and going concern concept.

2.3 Functional and presentation carrency

These condensed consolidated interim financial statements are presented in Saudi Arabian Riyals
{“SR”) which is the Group’s functional and presentation currency. All amounts have been rounded off
to the nearest Riyals, unfess otherwise stated.

2.4 Critical accounting estimates and judgments

In preparing these condensed consolidated interim financial statements, management has made
judgments and estimates that affect the application of accounting policies and the reported amounts of
assets and liabilities, income and expense, Actual results may differ from these estimates.

The significant judgments made by management in applying the Group’s accounting policies and the
key sources of estimation uncertainty were the same as those described in the last annual Financial
Statements, except for new significant judgments and key sources of estimation uncertainty related to
the application of IFRS 15 and IFRS 9, which are described in Note 4.1 and 4.2,




SAUDI INDUSTRIAL SERVICES COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the three-months period ended 31 March 2018
{Expressed in Saudi Arabian Riyals)

3,

BASIS OF CONSOLIDATION

These financial statements comprising the condensed consolidated statement of financial position,
condensed consolidated statement of profit or loss and other comprehensive income, condensed
consolidated statement of changes in equity, condensed consolidated statement of cash flows and notes
to the condensed consolidated interim financial statements of the Group include assets, liabilities and

results of the operations of the Company and its subsidiaries as set out in Note 1. Subsidiaries are

entities controlled by the Group. The Group controls an entity when it is exposed to or has rights to,
variable retums from its involvement with the entity and has the ability to affect those returns through
its power over the entity. Subsidiaries are consolidated from the date on which control commences
until the date on which confrol ceases.

The Group accounts for the business combinations (except for entities under common control} using
the acquisition method when contro! is transferred to the Group, The consideration transferred in the
acquisition is generally measured at fair value, as are the identifiable net assets acquired. The excess
of the cost of acquisition and the fair value of non-controtling interests {"NCI”) over the fair value of
the identifiable net assets acquired is recorded as goodwill in condensed consolidated statement of
financial position. When the excess is negative, a bargain purchase gain is recognized immediately in
profit or loss. NCI are measured at their proportionate share of the acquiree™s net identifiable assets at
the date of acquisition. The portion of profit or loss and net assets nof controlled by the Group are
presented separately in the condensed consolidated statement of profit or loss and other comprehensive
income and within equity in the condensed consolidated statement of financial position. Intra-group
balances and transactions, and any unrealized income and expenses arising from intra group
transactions, are eliminated. Accounting policies of subsidiaries are aligned, where necessary o ensure
consistency with the policies adopted by the Group. The Company and its subsidiaries have the same
reporting periods. ' :

Business combinations including entities or business under common control are measured and
accounted for using book value. The assets and liabilities acquired are recognized at the carrying
amounts as transferred from the controlling company’s books of accounts. The components of equity
of the acquired entities are added to the same components within the Group equity and any profit or
loss arising is recognized directly in condensed consolidated statement of changes in equity.

Investments in associates fequity accounted invesiees)

The Group’s inferest in equity-accounted investee comprise invesiments in associates.

Associates are those entities in which the Group has significant influence, but not controf, over the
financial and operating policies. Significant influence is the power to participate in the financial and
operating policy decisions of the investee, but is not controt or joint control over those policies.

Investments in associates {equity accounted investees) are accounted for using the equity method and
are recognised initially at cost. Subsequent to initial recognition, the condensed consolidated interim
financial statements include the Group’s share of the profit or loss and other comprehensive income
of equity accounted investees, afier adjustments to align the accounting policies with those of the
Group, from the date that significant influence commences until the date that significant influence
ceases.

11




SAUDI INDUSTRIAL SERVICES COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the three-months period ended 31 March 2018
(Expressed in Saudi Arabian Rivals)

3.

4.1

BASIS OF CONSOLIDATION (continued)

Investiments in assaciates (equity accounted investees] (continved)

After application of the equity method, the Group determines whether it is necessary to recognise an
impairment loss on its investment in equity accounted investees. The Group determines at ecach
reporting date whether there is any objective evidence that the investment in the associate and joint
venture is impaired. If this is the case, the Group calculates the amount of impatrment as the difference
between the recoverable amount of the investment in associate and its carrying value and recognises
the loss in the condensed consolidated statement of profit or loss.

When the Group’s share of losses exceeds s interest in an equity accounted investee, the carrying
amount of that interest, including any long-term investments, is reduced to nil, and the recognition of
further losses is discontinuéd except to the extent that the Group has an obligation or has made
payments on behaif of the investee. '

Upon loss of significant influence over the associate, the Group measures and recognises any retained
investment at its fair value. Any difference between the carrying amount of the associate upon loss of
significant influence and the fair value of the retaining investment and proceeds from disposal is
recognised in condensed consolidated statement of profit or Joss.

Unrealised gains arising from transactions with equity accounted investees are eliminated against the
investment to the extent of the Group’s interest in the investee.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in these condensed consolidated interim financial statements are the
same as those applied in the last annual audited financial statements as at and for the year ended 31
December 2017 except of the following changes in accounting policies:

The Group has adopted IFRS 15 Revenue from Contracts with Customers (note 4.1) and IFRS 9
Financial Instruments (note 4.2) from 1 January 2018.

The effect of initially applying these standards is mainly atiributed to the change in impairment losses
recognised on financial assets (note 4.2)

IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when
revenue is recognised. It replaced 1AS 18 Revenue, 1AS 11 Construction Contracts and related
interpretations.

The Group has adopted IFRS 15 using the cumulative effect method, with the effect of applying this
standard recognised at the date of initial application (i.e. 1 January 2018).

However since the customers of the Group obtains controls of the goods or services at a point in time
i.e. on delivery and acknowledgement of goods or services rather than over a period of time, therefore,
there is no material effect of adopting *TFRS 15 Revenue from Contracts with Customers’ on the
recognition of revenue by the Group during current and prior periods. Accordingly, the information
presented for previous year has not been restated, as previously reporfed, under 1AS 18 and related
interpretations,

12




SAUDI INDUSTRIAL SERVICES COMPANY
{A Saudi Joint Stock Company) :

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the three-months period ended 31 March 2018
{Expressed in Saudi Arablan Riyals)

4. SIGNIFICANT ACCOUNTING POLICIES {continned)
4,1 IFRS i5 Revenue from Contracts with Customers (continued)

The details of the new significant accounting policies in relation to the Group’s sale of goods and
provision of services are set out below. '

Revenue recognition from Contracts with Customers and related assets and liabilities:

Revenue is measured on the consideration specified in the contract with the customer and excludes
amount collected on behalf of the third parties.

Principles of IFRS 15 are applied by identifying each specified distinct goods or services promised to
the customer in the contract and evaluating whether the entity under the consideration obtains control
of the specified good or service before it is transferred to the customer.

Under IFRS 15, Revenue is recognized when obligations under the terms of a contract with the
customer are satisfied; generally, this occurs with the transfer of control of the products or services.
Revenue is measured at the amount of consideration the Group expects to receive in exchange for
transferring goods or providing services. Sales, value add, and other taxes collected concurrent with
revenue-producing activities are excluded from revenue. The Group does not have any material
significant payment terms as payment is received in advance, at or shortly after the point of sale.

The Group generally recognizes revenue at a point in time except for lease rental revenue which is
recognized on time proportionate basis over future periods. The Group transfers control and recognizes
a sale when the product is delivered to the customer, for the majority of the revenue contracts.
Management uses an observable price fo determine the stand-alone selling price for separate
performance obligations or a cost-plus margin approach when one is not available. The Group has
elected to recognize the cost for freight and shipping, if any, when control is transferred to the customer
as an expense in cost of revenue.

If a contract is separated into more than one performance obligation, the fotal transaction price is
allocated to each performance obligation in an amount based on the estimated relative standalone
selling prices of the promised goods or services underlying each performance obligation. The Group
mostly sells standard products with observable standalone sales with single performance obligation.

Cash received in advance of revenue being recognized is classified as current deferred / unearned
revenue, except for the portion expected to be settled beyond 12 months of the consolidated statement
of financial position date, which is classified as non-current deferred revenue.

Rendering of services

The Group is involved in the provision of operational services in relation to its port operations, as weil
as provision of logistical and maintenance services. If the services under a single arrangement are
rendered in different reporting periods, then the consideration is allocated on a relative fair value basis
between the different services. The Group recognises revenue from rendering of services based on the
assessment of the work performed / completed (i.e. delivered and acknowledged / accepted) under the
contractua! obligation undertaken to be performed as per the work order / contract / sales order.

13
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM F INANCIAL STATEMENTS
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(Expressed in Saudi Arabian Riyals}

4,

SIGNIFICANT ACCOUNTING POLICIES (continued)

4.1 IFRS 15 Revenue from Contracts with Customers {continued)

4.2

Rental reventie :

Revenue from irivestment properties is recognized on a straight line basis over respective lease periods.
Lease revenue relating to subsequent years is deferred and recognised as income over future periods.
Lease incentives granted are recognised as an integral part of the total rental, over the term of the lease.

IFRS 9 Financial Instraments

1FRS 9 sefs ouf requirements for recognising and measuring financial assets, financial liabilities and
some contracts to buy or sell non-financial items. This standard replaces 1AS 39 Financial Instruments:
Recognition and Measurement. '

The details of new significant accounting policies and the nature and effect of the changes to previous
accounting policies are set out below: -

i} Classification and measurement of financial assets and financial Habilities

IFRS 9 largely retains the existing rec';uiremenis in TAS 39 for the classification and measurement of
financial Habilities. However, it eliminates the previous IAS 39 categories for financial assets of held
to maturity, loans and receivables and available for sale.

The adoption of IFRS 9 has not had a significant effect on the Group's accounting policies related to
financial liabifities, The impact of IFRS 9 on the classification and measurement of financial assets is
set out below. ' '

Under IFRS 9, on initial recognition, a financial asset is ciassified as measured at: amortised cost;
FVOCI — debt investment; FYOCI — equity investment; or FYTPL. The classification of financial
assets under IFRS 9 is generally based on the business model in which a financial asset is managed
and its contractual cash flow characteristics.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

— it is held within a business mode! whose objective is to hold assets to collect contractual cash
flows; and :

—its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A debt investment is measured at FVOCL if it meets both of the following conditions and is not
designated as at FVTPL:

— it is held within a business model whose objective is achieved by both coliecting contractual cash
flows and selling financial assets; and

~its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.




SAUDI INDUSTRIAL SERVICES COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the three-months period ended 31 March 2018
(Expressed in Saudi Arabian Riyals)

4.

4.2

SI.GNIFICANT ACCOUNTING POLICIES (continued)
IFRS ¢ Financfai Instrunients (continued)

i} Classification and measurement of

financial assets and fingncial liabifities (continued

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably
elect to present subsequent changes in the investment’s fair value in OCIL. This election is made on an
investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. This hicludes all derivative financial assets. On initial recognition, the Group
may irrevocably designate a financial asset that otherwise meets the requirements to be measured at
amortised cost or at FEVOC] as at FYTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise a financial asset (unless it is a trade receivable without a
significant financing component that is initially measured at the transaction price) is initially measured
at fair value plus, for an itém not at FVTPL, transaction costs that are directly attributable to its
acquision. '

The following accounting policies apply to the subsequent measurement of financial assets.

Financial assets at Fair Value | These assefs are subsequently measured at fair value. Net gains
Through Profit or Loss (FVTPL) | and losses, including any interest or dividend income, are
recognised in profit or loss.

Financial assets at amortised | These assets are subsequently measured at amortised cost using
cost the effective interest method. The amortised cost is reduced by
impairment losses. Interest income, foreign exchange gains and
Iosses and impairment are recognised in profit or loss. Any gain
or loss on derecognition is recognised in profit or loss.

Debt investments at Fair Value | These assets are subsequently measured at fair value. Interest
through Other Comprehensive | income calculated using the effective inferest method, foreign
Income (FVOCI) exchange gains and losses and impairment are recognised in
profit or loss. Other net gains and losses are recognized in OCL
On derecognition, gains and losses accumulated in OCI are
reclassified to profit or loss,

Equity investments at Fair Value | These assets are subsequently measured at fair value. Dividends
through Other Comprehensive are recognised as income in profif or loss unless the dividend
ncome (FVOCD clearly represents a recovery of part of the cost of the
investment. Other net gains and losses are recognised in OCH
and are never reclassified to profit or loss.

The effect of adopting TFRS 9 on the carrying amounts of financial assets at | January 2018 relates
solely to the new impairment requirements, as described further below.

The following table and the accompanying notes below explain the original measurement categories
under TAS 39 and the new measurement categories under IFRS 9 for the class of the Group’s financial
assefs as at 1 January 2018;




SAUDI INDUSTRIAL SERVICES COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the three-months period ended 31 March 2018
(Expressed in Saudi Arabian Riyals)

4. SIGNIFICANT ACCOUNTING POLICIES {continued)

4.2 IFRS 9 Financial Instruments (continued)

i) Classification and measurement of financial assets and financial liabilitics {continued)

Criginal
Original Mew carrying New carrying
classification classification | amount under | amount under
Mote under 1AS 39 under IFRS 9 IAS 39 IFRS 9
Equity a | Available for sale | FVOCI~
investment Equity
instrument 18,838,212 18,838,212
Investment in a | Available for sale | FVOCI~
mutual funds © i Equity
instrument 50,487.996 30,487,996
Trade and other | b | Loansand
receivables receivables Amortised cost 101,818,166 101,818,166
Cash and bank Loans and
halances receivables Amortised cost 150,707,941 150,707,941
Total 321,852,315 321,852,315
a) These equity securities represent investments that the Group intends to hold for the long-term for
strategic purposes. As permitted by 1FRS 9, the Group has designated these investments at the date of

initia} application as measured at FVOCL Unlike 1AS 39, the accumnulated fair value reserve related
to these investments will never be reclassified to profit or loss.

b) Trade and other receivables that were classified as loans and receivables under 1AS 39 are now
classified at amortised cost. An decrease of SR 0.106 million in the allowance for impaiment over
these receivables was not recognised in the opening retained earnings at 1 January 2018 on transition
to IFRS 9 as the amount was not considered material to the overall financial position of the Group.

ity Impairment of financial gssels

IFRS 9 replaces the ‘incutted loss’ model in IAS 39 with an ‘expected eredit loss” (ECL) model. The
new impairment model applies to financial assets measured at amortised cost, contract assets and debt
investments at FVOCI, but not to investments in equity instruments. Under IFRS 9, credit losses are
recognised earlier than under 1AS 39.

Under IFRS 9, loss allowances are measured on either of the following bases:

- 12-month ECLs: these are ECLs that result from possible default events within the 12 months
~ after the reporting date; and

. TYifetime ECLs: these are ECLs that result from all possible default events over the expected life
of a financial instrument.

The Group measures loss allowances at an amount equal to lifetime ECLs.

Lifetime ECL measurement applies if the credit risk of a financial asset at the reporting date has
increased significantly since initial recognition and 12-month ECL measurement applies if it has not,
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4,  SIGNIFICANT ACCOUNTING POLICIES (continued)

4.2 IFRS 9 Fipancial Instrumgnis {continued)

i) Impairment of financigl assets (continued)

When determining whether the credit risk of a financial asset has increased significantly since initial
vecognition and when estimating ECLs, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort.

This includes both quantitative and qualitative information and analysis, based on the Group’s
historical experience and informed credit assessment and including forward-looking information.

An entity may determine that a financial asset’s credit visk has nof increased significantly if the asset
has low credit risk at the reporting date. However, lifetime ECL measurement always applies for trade
receivables and contract assets without a significant financing component; an eniity may choose o
apply this policy also for trade receivabies and contract assets with a significant financing component.

Measurement of ECLs _

ECLs are a probability-weighted estimate of credit fosses. Credit losses are measured as the present
value of all cash shortfalls (i.¢. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the Group expects to receive). ECLs are discounted at the
effective interest rate of the financial asset '

Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at amortised cost are credit-
impaired. A financial asset is ‘credit-impaired’ when one or more events thathave a detrimental impact
on the estimated future cash fows of the financial asset have occurred.

Presentation of impairment

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets. Impairment losses related to trade Teceivables are presented separately in the
condensed consolidated statement of profit or loss and other comprehensive income. As a result, the
Group reclassified impairment losses amounting fo SR 0.12 million, recognized under IAS 39, from
‘selling and distribution expense’ to “impairment loss on trade receivables’ in the condensed
consolidated statement of profit or loss for the three months ended 31 March 2017

iii) Transition

The Group has taken an exemption not to restate comparative information for prior periods with
respect to classification and measurement (including impairment) requirements. Differences in the
carrying amounts of financial assets and financial liabilities resulting from the adoption of IFRS 9 are
not recognised in retained earnings as at | January 2018 as amount was not material.

Accordingly, the information presented for 2017 does not generally reflect the requirements of IFRS
9 but rather those of IAS 39.

The following assessments have been made on the basis of the facts and circumstances that existed at
the date of initial application.

. The determination of the business model within which a financial asset is held.
- The designation and revocation of previous designations of certain financial assets.

- The designation of certain investments in equity instruments not held for trading as at FVOCL
' 17



SAUDI INDUSTRIAL SERVICES COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the three-months period ended 31 March 2018
(Expressed in Saudi Arabian Riyals)

4,

4.3

SIGNIFICANT ACCOUNTING POLICIES (continued)

New Standards, Amendments and Standards issued and not yet effective

a) Standards issued but not yet effective

Following are the new standards and amendments to standards are effective for annual perieds
beginning after 1 January 2018 and earlier application is permitted; however, the Group has not early
adopted them in preparing these Financial Statements.

i

IFRS 16 Leases

IFRS 16 introduces a single, on-balance lease sheet accounting model for lessees. A lessee
recognises a right-of-use asset representing its right to use the underiying asset and a lease
liability representing its obligation to make lease payments. There are optional exemptions for
short-term leases and Jeases of low value items. Lessor accounting remains similar to the current

standard —~ 1.e. lessors continue to classify leases as finance or operating leases.

IFRS 16 replaces existing leases guidance including 1AS 17 Leases, IFRIC 4 Determining
whether an Arrangement contains a Lease, SIC-15 Operating Leases—Incentives and SIC-27
Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

The standard is effective for annual periods beginning on or after 1 January 2019 and early
adoption is permitted.

The Group has completed an initial assessment of the potential impact on its Consolidated
Financial Statements but has not yet completed its detailed assessment. The actual impact of
applying IFRS 16 on the financial statements i the period of initial application will depend on
future economic conditions, including the Group’s borrowing rate at 1 January 2019, the
composition of the Group’s lease portfolio at that date, the Group’s latest assessment of whether
it will exercise any lease renewal options and the extent to which the Group chooses to use
practical expedients and recognition exemptions.

Thus far, the most significant impact identified is that the Group will recognise new assets and
liabilities for its operating leases of depot warehouses. In addition, the nature of expenses related
to those leases will now change because 1FRS 16 replaces the straight-line operating lease
expense with a depreciation charge for right-of-use assets and interest expense on lease

liabilities.

No significant impact is expected for the Group’s finance leases.

Determining whether an arrangement contains g lease

On transition to IFRS 16, the Group can choose whether to:
s Apply the IFRS 16 definition of a lease to all its contracts; or
s Apply a practical expedient and not reassess whether a contract is, or contains, a lease.

18
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4. SIGNIFICANT ACCOUNTING POLICIES (continued)

43 New Standards, Amendments and Standards issued and not yet effective

a)

i

i,

fil.

iv.

Standards issued but not yet effective {continued)
1FRS 16 Leases {continued)
Trangition

As a lessee, the Group can either apply the standard using a:
e Retrospective approach; or
s Modified retrospective approach with optional practical expedients,

The lessee applies the election consistently to all of its leases. The Group currently plans to
apply IFRS 16 initialiy on 1 January 2019, The Group has not yet determined which transition
approach to apply. :

As a lessor, the Group is not required to make any adjustments for leases in which if is a lessor
except where it is an intermediate lessorin a sub-lease.

Annual Improvements to IFRSs 2015-2017 Cycle

IFRS 3 Business Combinations and IFRS 11 Joint Arrangements - clarifies how a company
accounts for increasing its interest in a joint operation that meets the definition of a business.

- If a party maintains (or obtains) joint control, then the previously held interest is not
remeasured.

- If a party obtains contral, then the transaction is a business combination achieved in stages and
the acquiring party remeasures the previously held interest at fair value.

1AS 12 Income Taxes - clarifies that all income tax consequences of dividends (including
payments on financial instruments classified as equity) are recognised consistently with the
transactions that generated the distributable profits — i.e. in profit or loss, other comprehensive
income or equity.

{AS 23 Borrowing Costs - clarifies that the general borrowings pool used to caleulate eligible
borrowing costs excludes only borrowings that specifically finance qualifying assets that are
still under development or construction. Borrowings that were intended to specifically finance
qualifying assets that are now ready for their intended use or sale — or any nenqualifying assets
 are included in that general pool. As the costs of retrospective application might outweigh the
benefits, the changes are applied prospectively to borrowing costs incurred on or after the date
an entity adopts the amendments.

JFRIC 23 Uncertainiy over Income Tax Treatments

Seeks fo bring clarity to the accounting for income tax treatmens that have yet to be accepted
by tax authorities. The key test is whether it’s probable that the tax authority will accept the
Group’s chosen tax treatment.

Other Amendments

The following new or amended standards are not yet effective and neither expected to have a
significant impact on the Group’s consolidated financial statements.

- Prepayment Features with Negative Compensation (Amendments to IFRS 9
- Long-term Interests in Associates and Joint Ventures {Amendments to 1AS 28)

- Plan Amendments, Curtailment or Settiement (Amendments to 1AS 19)
19
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5.  PROPERTY, PLANT AND EQUIPMENT, NET

Property, plant and equipment, net cmnpﬂses of the following:

31 March 31 December
2018 2017
{Unaudited) {Audited)

Property, plant and equipment 300,421,708 298,137,823
Property and equipment of bonded and

re-export project 32,158,629 32,637,572

Property and equipment — port terminal operations 585,636,692 596,314,359

918,217,629 927,089 954

During the three months period ended 31 March 2018, additions amounting to SR 9.44 miltion (31

March 2017: SR 57.52 million) were made to property, plant and equipment.
6. INTANGIBLE ASSETS

Intangible assets comprise of the following:

31 December

2017
{Audited)

1,198,629,0609
27,298,792
8,776,760
4,136,596

31 March
2018
{Unaudited)
Port concession rights (Nota *a’) 1,182,249,902
Right to use land (Note ‘b’) 27,602,336
Goodwill (Note ‘¢’) 8,776,766
Other intangible assets 3,725,539
1,221,754,737

1,238,841,157

a) Port concession rights

The movement in port concession rights is as follows:

Balance at 1 January and 31 March 2018

Amortisation:

Balance at | Janvary 2018
Charge for the period
Balance at 31 March 2018

Net book value:
Af 31 March 2018 (unaudited)

At 31 December 2017 (audited)

Total

1,711,145 484

512,516,475
16,379,107

528,895,582

1,182,249,502

1,198,629,009
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6. INTANGIBLE ASSETS (continued)

b} Righttouseland

Saudi Trade and Export Development Company {Tusdeer) had an agreement with Saudi Arabian
Seaport Authority (“SEAPA™) for the construction of a container terminal at the re-export zone of
Jeddah Islamic Port. This Build-Operate-Transfer ("BOT”} Service Concession Agreement with
SEAPA has been novated by Tusdeer to RSGT, effective from Shawal 22, 1428H (corresponding
1o 3 November 2007, and the duration of this sgreement is 32 years, As per the BOT agreement,
at the end of the concession period, the property and equipment underlying the quay project’s
intangible assets shall be transferved o SEAPA.

¢} Goodwill
Goodwill of SR 9.3 million (31 December 2017: SR 9.3 million) was recognised on acquisition
of Kindasa Water Services Company, a subsidiary; and its carrying value as of 31 March 2018 is
SR 8.8 million (31 December 2617: SR 8.8 million).

7. INVESTMENTS

Investmenis comprise of following:

31 March 31 December
2018 2017
{Unaudited) (Audited)
Investment in equity accounted associates (Mote 7.1 and
7.2} : 113,763,603 110,971,249
Investments at FVOCT {Note 7.3} : 69,563,633 69,326,208
183,326,656 180,297 457

2%
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7. INVESTMENTS {confinued}

7.1 Investment in equity accounted associates

Investment in equity accounted associates comprise of the following:

Couniry of Effective shareholding
Associates Principal activities incorporation Percentage Carrying anjount
31 March 3} December 31 March 3} December

{Unaudited) { Audited} {Unandited) {Audited}
International Water  Water/Awaste works,

Distribution water treatment and Kingdom of
Company Limited lease of water equipment  Saudi Arabia 0% 30% 65,746,440 63,825,428
Saudi Water and Flectrical, water and
Environmental mechanical works and
Services Company  relaled operation and
{Note mainienance Kingdomof
‘i below) Saud: Arabia 31.85% 31.85% 16,825,760 15,976,838
Saudi Al Jabr Contracting,
Talke Company . constriciion, operation
Limited and maintenance of

factories and warchouses Kingdom of

: Saudi Arabia 33.33% 33.33% 30,479,243 30,502,211

Henmet SA, Vaduz  Trading, storage and
(Note “it” below) brokerage of Principatity of

commodities Liechtenstein 19% 19% 711,560 666,772

113,763,003 110,971.249

i Saudi Water and Environmental Services Company is 49% (31 Pecember 2017: 49%) owned by
Kindasa Water Services Company (a subsidiary}, which is 65% (31 December 2017: 65%) owned
by the Parent Company.

. Xenmet SA, Vaduz is 25% (31 December 2017: 25%) owned by Saudi Trade and Export
Development Company Limited (a subsidiary), which is 76% (31 December 2017: 76%) owned by
the Parent Company.

79 Movement in investment in associates is as follows:

31 March 31 December 31 March
2018 2017 2017
{Unaudited) {Audited) {Unaudited)

Balance at beginning of the period / year 110,971,249 100,685,270 101,131,652
Dividends received during the peried / year 2,799,944y  {9,928.474) -
Share in other comprehensive income of associates - (521,236) -
Share of results of associates, net 5,591,698 20,735,689 4,548,759
Balance at end of the period / year 113,763,003 110,971,249 105680411
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7. INVESTMENTS (continued)

7.3 Investments at FYOCT comprise of tﬁe. foHowing:

31 Mareh 31 December
2018 2017
(Unaudited) {Audited)
Mutual fund - quoted (Note 7.3.1) 50,725,441 50,487,996

Equity securities - unquoted (Note 7.3.2) 18,838,212 18,838,212

69,563,633 09,326,208

7.3.1 Investment in quoted mutual fund classified as investment at FVOCI comprises of:

_ : 31 March 2018 {(Unandited)
Mutual fund Cosfs of
' Units investment Fair value

Al Rajhi Commodities Mudaraba Fund -

SAR 334,290 50,000,000 50,725,441
31 December 2017 {Audited)
Mutual fund Costs of

Units investment Fair value

Al Rajhi Commodities Mudaraba Fund -
SAR 334,290 50,000,000 30,487,996

a) Investments in mutual fund represents investments made by one of the subsidiaries of the
Company by utilizing the funds available in the debt service reserve account, held with a
commercial bank, in accordance with the terms of arah financing arrangement.

b) The investment and realization / redemption decision rests with the management of the subsidiary.

However, the amount invested and realized / redeemed can only deposited back into debt service
reserve account (Note 8.1}
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7. INVESTMENTS (continued)

7.3.2 Movement in unquoted equity securities classified as investment at FVOCI is as follows:

31 March 31 December
2018 2017
{Unaundited) {Audited)
Balance at beginning of the period/ year 18,838,212 16,788,011
Changes in fair value - 2,030,201
Ralance at end of the period / vear 18,838,212 18,838,212
8. CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise of following:
31 March 31 December
2018 2017
(Unaudited) {Audited)
Cash on hand 290,670 352,924
Cash at banks (Note 8.1) 146,269,614 135,355,017
Murabaha term deposits (Note 8.2) 30,060,600 15,000,000
176,560,284 150,707,941

$.1 Cash at banks include restricted balances amounting to:

- SR 13.12 million (31 December 2017; SR 13.12 miliion) held in debt service reserve account with a

commercial bank, held in accordance with the terms of Tjarah financing arrangement.

-8R 0.54 million (31 December 2017: SR 0.54 million) heid with a commercial bank in respect of

accumulated unclaimed dmdenés

82 Term deposits are placed with local commercial banks having maturity of less than three months and

yield financial income at prevailing market rates.

9. SHARE CAPITAL

As at 31 March 2018, the authorised and paid up capital of the Company is divided into 81.6 million
shares (31 December 2017: §1.6 million shares) of SR 10 each.
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10, LONG-TERM LOANS AND BANK FACILITIES

Long-term loans and bank facilities are as follows:
31 March 31 December

2018 2017
{Unaudited) (Andited)}
ljara facilities obtained from baiks (Note (a)) 727,200,399 726,174,839
L.ong-term loans (Note (b)) : . 256,211,956 255,933,204
Long-term loans (Note {c)) 3,794,039 3,993,725
Total long-term loans 087,200,594 986,101,768
Less; current portion {146,191,756) (146,391,442}
Nou-current portion | 841,014,838 839,710,326

a) During 2007, RSGT, entered into an ljara arrangement with two banks to obtain a loan of SR
1,271 million. The Ljara facility is secured by property and equipment — port terminal operations
and intangible assets — port concession rights of RSG'T (Note 5 and 6). The remaining amouat of
loan is repayable in twelve semi-annual installments, with maturity of up to December 2023. The
loan bears commission rate of SIBOR plus an agreed margin. The facility includes unamortised
portion of the advance rentals and other fees paid to the banks, this will be amortised over the
remaining period of the fjara facility.

b) During 2016, RSGT entered into an Jjara arrangement with two banks to obtain a loan of SR 260
million for expansion of its existing berths. The Tjara facility is secured by the property and
equipment - port terminal operations and infangible assets — port concession rights of RSGT (Note
5 and 6). The loan carries commission at commercial rates (SIBOR plus an agreed margin) and is
repayabie in twelve semi-annual installments ending in December 2023. The first installment of
the loan facility is payable in June 2018.

¢) During 2016, Kindasa entered into an agreement for a long-term facility with a commercial bank
.amounting to SR 24 million to finance the construction of a new water desalination facility at
Rabigh. The loan carries commission at commercial rates (SIBOR plus an agreed margin) and is
repayable in quarterly instalinents commencing one year after the first drawdown, The foan is
secured by secondary morigage over Kindasa's property and equipment. The loan agreement
includes certain covenants such as capital expenditure, routing of proceeds, dividend payments
and maintenance of financial ratios. During the three months period ended 31 March 2018,
Kindasa has drawn down SR 3.79 million (31 March 2017: SR 1.99 million) and repaid SR 3.99
million (31 March 2017: SR Nil).
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1. RELATED PARTY TRANSACTIONS AND BALANCES

Significant related party transactions for the three-months

there from are described as under: .

Mature of
Name Relationship transactions Amount of transactions Clesing balance
31 March 31 March 31 Mareh 31 December
2018 2017 2018 2017
" {Unaudited)  (Unaudited)  (Unaudited) {Audited)
International  Assoctate Sales of goods and '
Water services 14,823,895 14,834,236 11,127,468 9,084,846
Distribution
gonfp 2}}’ Services rendered '
fmite to Associate 168,000 165,000 - -
Expenses incurred
by Associate on
behalf of the
Group -- £2,990) - -
Expenses incorred
by the Group on
behalf of the
Associate 29,395 50,696 - 1,500,000
Arabian Affiliate Lease of land,
Bulk Trade warehouses and
Limired sale of services 234,231 484,719 198,139 111,978
Ambro Affiliate Lease of land and
Limited warchouses - - - -
Purchase of
services {35,653} - {61,444) -
Saudi Cable  Affiliate Lease of land,
Company warehouses and
sale of services 81,713 397,514 318,628 51,830

period ended 31 March and balances arising
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For the three-months period ended 31 March 2018
{Expressed in Saudi Arabian Riyals) :

11. RELATED PARTY TRANSACTIONS AND BALANCES {confinued)
Nature of : .
Name Relationship  framsactions Amount of iransactions Closing balance
31 March 31 March 31 March 31 December
2018 2017 2018 2017
{Unamdited)  (Unaudited)  {Unaudited) {Audited)
Saudi Al Jabr Associate Services
Talke Company rendered to
Limited Associate 69,285 104,068 69,285 -
Dividend
received from
associate 2,799,944 -~ - --
Expenses cross
charged by
Associate - (13,690) - -
Saudi Water and
Environmental
Services Company  Associate Sale of goods _ .
Limited and services 1,078,591 1,260,138 365,881 234,010
Kenel Industries Sharcholder  Payments made
Limited by the Group on
behalf of the
Shareholder 18,345 114,473 - -
 Expenses
incurred by the
Sharcholder on
behatf of the
Group (109,488) {161,110} (573,397) (482,452}
Stork Technical Associale Payments made
Services Saudi by the Group on
Arabia Limited behatfof
- Associate - 394,409 - 363,063
Expenses
incwred by a
subsidiary on
behalf of the _
Associate - - ue 833,221
Al Karam Fedics  Aftiliate Purchase of
Services Company goods and
services (2,215,168)  (2,188,393) (1,455,251) (785,363}
Accom Arabia Affiliate Payments made
Limited {(formerly by the Group on
Resource Science behalf of
Arabia Limited) affiliate = - - 64,226
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1. PARTY TRANSACTIONS AND BALANCES (continued
Nature of :
Name Relationship  transactions Amount of transactions Closing balance
31 March 31 March 31 March 31 December
2018 2017 2018 2017
{Unaudited) (Unaudited) {Unaudited) {Audited)
Haji Abduilah Ali  Affiliate Purchase of
Reza & Co. goods -- {10,246} -~ -
Limited - General Advances
Technical paid for the
Diviston ' purchase of
goods S - 47,500 -- -
Alireza Tourism Affiliate - Purchase of
and Aviation goods and
services (87,931)  (699.001) (87,931 {26.260)
a) Key management personnel remuneration and compensation
Key managemenf personnel remuneration and compensation comprised of the foiimﬁng:
31 March 31 March
2018 2017
(Unaudited) (Unaudited)
Short-term employee benefits 3,646,001 3,034,299

Short-term employee benefits of the Group’s key management personnel includes salaries and bonuses.

by  Beard of Directors / Committee members remuneration

Board of Directors remuneration and compensation comprised of the following:

31 March 31 March
2018 2017
{Unaudited) {Unaudited)
Meeting attendance fees 6,000 112,600
Other remuneration - 117,000
6,000 229,000
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12, ZAKAT ANDINCOME TAX

Zakat assessments status of the Group

Parent Company

The General Authority for Zakat and Tax (GAZT) raised assessments for the years 2002 through 2008
with an additional Hability of SR 25.8 million. The Company had filed an objection against the
GAZT's assessment. The Higher Appeal Committee issued their decision during the year. Following
the issuance of the decision, the GAZT raised a revised assessment amounting to SR 9.5 million. The
-assessment does not take into consideration SR 3.9 million pdid “under protest” at the time of filing
an appeal with HAC. The Company has filed an appeal against the decision issued by the Higher
Appeal Committee with the Board of Grievances. In addttrnn the Company has also requested the
GAZT to reconsider their revised assessment.

Furthermore, the GAZT raised assessments for the years 2009 through 2013 with an additional Zakat
and withholding tax liability of SR 10.95 million. The Company accepted and paid the imposition of
Zakat amoutnding to SR 0.016 million. An appeal against the remaining amount was filed by the
Company with the GAZT, The Preliminary Appeal Committee {PAC) issued their decision reducing
the liability to SR 7.1 million. The Company has filed an appeal with the Higher Appeal Committee
(HAC) and submitted a bank guarantee of SR 7.1 million, based on their understanding of the PAC
decision.

Moreover, the GAZT raised assessments for the years 2014 and 2015 with an additional liability of
SR 0.688 miliion. The Company has filed an appeal against the GAZT’s assessments,

The Parent Company has filed its Zakat returns for the years upto 31 December 2016, Up to the date
of this report, GAZT 15 yet to raise the assessment for the year ended 31 December 2016.

Subsidiaries

Red Sea Gateway Terminal Company Limited and Red Sea Ports Development Company {“the
Subsidiaries”)

The GAZT has raised final assessment for the vears 2011 through 2013 and claimed an additional tax,
withholding tax and Zakat differences amounting to SR 4,761,9035. An appeal has been filed against
these assessments. During the year, the GAZT issued the revised assessment by reducing the liability
to SR 1,228,929, Taking into account the earlier payment made by the Company amounting to SR
268,564, the fotal outstanding lHability decreased to SR 960,365, The Company has accepted the
GAZT revised assessments and settled the liability.

RSGT has finalized its Zakat and tax assessments with GAZT up to 2013 and have filed their Zakat
and income tax returns up to 2017, Upto the date of these interim condensed consolidated financial
statements, GAZT is yet to raise the assessment for the years ended 31 December 2014 through 2017,

RSPD has filed its Zakat and income tax returns up to the year 2017. Upto the date of this report,
GAZT is yet to raise assessments.

Saudi Trade and Export Development Company Limited (“the Subsidiary”)

The Subsidiary has finalized its Zakat assessments with GAZT up to 2008 and has filed its Zakat
refurns up to 2017, Upto the date of this report, GAZT 13 yet to raise the assessment for the years from
31 December 2009 to 31 December 2017,

Support Services Operation Company Limited (“the Subsidiary”}
‘The Subsidiary has filed its Zakat returns up to 2017, Upto the date of this report, no assessments have
been received from GAZT.

Kindasa Water Service Company (“the Subsidiary”)

The Subsidiary has finalized its Zakat assessments with GAZT up 1o 2008 and has filed its Zakat
returns up to 2016, Upto the date of this report, GAZT is yet {o raise the assessment for the years from
31 December 2009 to 31 December 2016.
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13,

14

13.

REVENUE

Revenue for the period is as follows:
Three-months

period ended
2018 2017
(Unaunditedy  (Unaudited)
Shipping and untoading services 76,211,363 119,034,623
Sale of potable water ' 24,221,200 24,745,703
Rentals and support services 17,542,134 28177117

117,974,697 171,957,443

EARNINGS PER SHARE

Basic earnings per share (EPS) is calculated by dividing profit for the period atiributable to oxdinar}
equity holders of the Parent Company by the weighted average number of ordinary shares in issue
outstanding during the period.
Three-months
period ended
2018 2017
{Unaudited) (Unaudited)

Profit for the period attrabutaiale to ordmary equity holderb ofthe Parent

Company 570,141 22,126,200
Weighted average number of ordinary shares in issue 81,600,000 81,600,000
Basic and diluted earnings per share : 8.01 027

The difuted EPS is same as the basic EPS as the Group does not have any dilutive instruments in issue.

COMMITMENTS AND CONTINGENCIES

In addition to the Zakat and income tax contingency matters as disclosed in Note 12, the Group has
the following contingencies and commiments:

At 31 March 2018, the Group’s bankers have issued letters of guarantee amounting to SR 50.27 million
(31 December 2017: SR 50.27 miltion) against which cash margin of SR 12.43 million (31 December
2017: SR 12.43 million) was paid. '

At 31 March 2018, the Group’s bankers have issued letters of credit amounting to SR 25 million (31
Decentber 2017: SR 29.6 million) against which cash margin of SR 0,15 million (31 December 2017:
SR Nil) was paid.

As at 31 March 2018, the Group has commitments for capital work in progress amountingto SR 11.98

million (31 December 2017: SR 14.71 million) mainly relating to berth expansion project, new logistic
hub and park construction project and new desalination plant construction and development project,
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16. BUSINESS SEGMENTS

The Group has the following main business segments:

Port development and operations

Water desalination and distribution

Logistic parks and suppert services

Corporate office: Consists of investment activities and head office functions,

& & & @

These business segments are located within the Kingdom of Saudi Arabia and are the Group’s strategic
business units.

The Company’s top management reviews internal management reports of each strategic business unit
at least quarterly. Segment results that are reported to the top management include items directly
atfributable to a segment as well as those that can be aliocated on areasonable basis.

Information regarding the results of cach reportable segment is included below. Performance is
measured based on segment revenues, as included in the infernal management reports that are reviewed
by the top management. The following table presents segment information {assets, Habilities, revenue
and net income) for each of the business segments as at and for the three-months period ended 31

March:
Reportable Segments
Port Logistic Water
development  parksand  desalination
and support and
QOperations Services distributicn Total Unallocated Total

(SR 600 (SR*008) " {SR’000) (SR'660) {SR’00D) {(SR'000)
31 Mareh 2018 (Unaudited) :

External revenues 76,212 . 25,498 24,394 126,104 - 126,104

Inter segment revenue - (7,956} any (8,129) - (8,129}
Segment Revenue 76,212 17,542 24,21 117,975 - 117,975
Cost of revenue (37,558) {15,409) {15,997 (88,964) - (88,964)
Inter-segment cost of revenue 173 7,956 - 8,129 - 8,129
Segment cost (57,385) (7,453) {15,997 (80,835) - (80,835)
Segment pross profit 18,827 10,089 8,224 37,140 - 37,140
Segment profit / (loss) {10,151) - 5640 3434 €1,097) 310 {1,407

Profit atiributable to
shareholders of the Parent
Company {6,332 5,001 221 880 (31 570

31 March 2018 (Unandited)

Seament assets 1,947,156 347,716 236,898 2,531,770 236,333 2,788,303

Segment liabilities 1,151,969 41,231 22,713 1,216,973 28,400 1,245,382
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16. BUSIN ESS SEGMENTS (continued)

Reportable Segments

Port Water
development  Logistic parks  desalination
and and support and
Operations Services distribution Total Unallocated Total

{SR’600) {SR'080) {(SR700%) {(SR’000) (SR8} {SR'000}
31 March 2017 (Unaudited) .
External revenues 119,092 31,182 24,899 175,093 P 175,093
Inter segment revenue (38 (2,925) {153y (3.136) - (3.136)
Segment Revenue _ 119,034 _ 28,177 24,746 171.957 - 171,957
Cost of revenue {71,203 C (11,973 (16,718) {99.893) - {99,893
Inter-segment cost of revenus 2,322 314 - 3,136 - 3,136
Segment cost . {68,881) (15,138 . (16,718 96,737y - (96,757
Seegment gross profit 50,153 17,019 8.028 75,200 - 75,200
Segment profit / (loss) : - 19,427 11,673 3420 34,520 (1,860 32.660
Profit / {loss) attributable to
shareholders of the Parent
Company o 13077 8,685 2,224 23,986 {1,860} 22,126
31 December 2017 {Audited)
Segment assets 1,995,726 302,773 228414 2,526,913 257,922 2,784,835
Segment liabilities 1,158,431 36,428 19,158 1,214,017 26,757 1,240,774
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17, FINANCIAL INSTRUMENTS AND FAIR VALUE MEASUREMENT

‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an orderly
trapsaction between market participants at the measurement date in the principal or, in its absence, the
most advantageous market to which the Group has access at that date. The fair value of a liability
reflects its non-performance risk. :

A number of the Group’s accounting pelicies and disclosures require the measurement of fair values,
for both financial and non-financial assets and liabilities.

The Group has an established conirol framework with respect to the measurement of fair values.
Group's management has overall responsibility for overseeing all significant fair value measurements,
inciuding Level 3 fair values, and reports directly to the Chief Operating Decision Maker (CODM) of
the Group. o

Group's management regularly reviews significant unobservable inputs and valuation adjustments. If
third party information, such as broker quotes or pricing services, is used to measure fair values, then
the evidence obtained from the third parties is assessed to support the conclusion that these valuations
meet the requirements of IFRS, including the level in the fair value hierarchy in which the valuations
should be classified. '

When measuring the fair value of an asset or a liability, the Group uses observable market data as far
as possible. Fair values are categorised into different levels ina fair value hierarchy based on the inputs
used in the valuation techniques as follows:

o Level I: quoted prices (umadjusted) in active markets for identical assets or Habilities.

s Level 2; inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly {i.e. as prices) or indirectly (i.e. derived from prices).

o Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

If the inputs used to measure the fair value of an asset or a lisbility fall into different levels of the fair
value hierarchy, then the fair value measurement is categorised in its entirety in the same level of the
fair value hierarchy as the lowest level input that is significant to the entire measurement.

The Group recognises fransfers between ievels of the fair value hierarchy at the end of the reporting
period during which the change has occurred.

When quoted prices are available, the Group measures the fair value of an instrument using the quoted
price in an active market for that instrurnent. A market is regarded as active if transactions for the asset
or liability take place with sufficient frequency and volume to provide pricing information on an
ongoing basis.

If there is no quoted price in an active market, then the Group uses valuation techniques that maximise
the use of relevant observable inputs and minimise the use of unobservable inputs. The chosen
valuation technique incorporates all of the factors that market participants would take into account in
pricing a transaction.

Lad
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17. FINANCIAL INSTRUMENTS AND FAIR VALUE MEASUREMENT {continued)
If an asset or a liability measured at fair value has a bid price and an ask price, then the Group measures
assets and long positions at a bid price and liabilities and short positions at an ask price.
The best evidence of the fair value of a financial instrument on initial recognition is normally the
transaction price — i.e. the fair value of the consideration given or received. If the Group determines
that the fair value on initial recognition differs from the transaction price and the fair value is evidenced
neither by a quoted price in an active market for an identical asset or liability nor based on a valuation
technique for which any unobservable inputs are judged to be insignificant in relation to the
measurement, then the financial instrument is initially measured at fair value, adjusted to defer the
difference between the fair value on initial recognition and the transaction price,
Subsequently, that difference is fecdgni_sed in condensed consolidated statement of profit or loss on
an appropriate basis over the life of the instrument but no later than when the valuation is wholly
supported by observable market data or the transaction is closed out,
The following table shows the carrying amount and fair values of the financial assets and financial
liabilities, including their levels and fair value hierarchy. It does not include fair value information for
financial assets and financial Habilities not measured at fair value if the carrying value is a reasonable
approximation of fair value.
Carrying amount Fair value
31 March 2018 Investment at Amortised '
{Unaudited) EVOCE cost Level ] Level2 Levell Total
Financiagl assets:
Trade and other receivables - ©1.696.375 -~ o - -
Balances with banks - 146,560,284 - - - -
Murabaha ierm deposits ] - 30,000,000 - - - -
Investment in mutual funds 30,725,441 - -- 30,725,441 e 50,725,441
Invesiment in equity
securities 18,838,212 = -- - - -
69,363,653 - 268,256,659 - 30,725,441 - 50,725.441
Carrying amount Fair value
31 March 2018 Other financial
(Unaudited) - liabilities -~ Level t Level 2 Level 3 Totat
Financial iabilities: )
Loans and borrowings 987,206,594 -- - - -
Trade payable and other current
Habilities 137,661,137 - .- - -
1,124,867,731 - - - -
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17. FINANCIAL INSTRUMENTS AND FA¥R VALUE MEASUREMENT {continued}

Carrying amount Fair vatue

31 December 2017 (Audited)  fyvestmentat  Amortised

EVOCE : cost Level 1 Level 2 Level 3 Total
Financial assefs:
Trade and other receivables -~ 101,818,166 L. - - -
Balances with banks and in . 135,707,941 B . N B
hand
Murabaha term deposits - 15,000,000 - -- - -
Investment in mutual 50,487,995 - ~ 5048799 ~ 50,487,996
funds . .
Invesiment in equity )
securities 18,838,212 . - - -~ - .-

69,326,208 252,526,167 30,487,996 - 50,487 996

' Carrying amount Fair value
31 December 2017 Other financial
{Audited) Lizbilities Levei 1 Level 2 Level3 Total
Financigl Hebilities:
Loans and borrowings 986,101,768 - -- - -
Trade payable and other eurrent :
Habilities - 127,595,963 -~ -- - -~
£,113,697,731 - - - .

18. APPROVAL OF CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

These condensed consolidated interim financial statements were approved and authorised to issue by
the Board of Directors on Shaban 16, 1439H, corresponding May 2, 2018,
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