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INDEPENDEPNDT AUIDTORS' REVIEW REPORT

To the shareholders
Saudi Industrial Services Company
(A Saudi Joint Stock Company)

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of
Saudi Industrial Services Company ("the Company") and its subsidiaries (collectively referred to as “the
Group™) as at 30 September 2018, and the related interim condensed consolidated statements of
income and comprehensive income for the three-month and nine-month periods then ended, and the
interim condensed consolidated statements of changes in equity and cash flows for the nine-month
period then ended and the explanatory notes which form an integral part of these interim condensed
consolidated financial statements. Management is responsible for the preparation and presentation of
these interim condensed consolidated financial statements in accordance with International Accounting
Standard 34. “Interim Financial Reporting” (JAS 34) as endorsed in the Kingdom of Saudi Arabia. Our
responsibility is to express a conclusion on these interim condensed consolidated financial statements
based on our review.

Scope of review
We conducted our review in accordance with the International Standard on Review Engagements 2410,

“Review of Interim Financial Information Perfarmed by the Independent Auditor of the Entity” that are
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 International Standards on Auditing that are endorsed in the Kingdam of Saudi Arabia,
and consequently does not enable us to obtain assurance that we would become aware of alf significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim condensed consolidated financial statements are not prepared, in all material respects, in
accordance with IAS 34, as endorsed in the Kingdom of Saudi Arabia.

Other matter
The consolidated financial statements of the Group for the yearended 31 December 2017 were audited
by another auditor who expressed an unmodified opinion on those financial statements on 27 March
2018. Further, the interim condensed consolidated financial statements of the Group for the three-
month period ended 31 March 2018 wasasigyiewed by another auditor who expressed an unmodified
review conclusion on those finang
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SAUDI INDUSTRIAL SERYICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As al 30 September 2018

ASSETS

NON CURRENT ASSETS
Propeny, plant and equipment
[mangible assels

Investmenl properties
Investmenis

Trade receivables, long term

TOTAL NON CURRENT ASSETS
CURRENT ASSETS

Invemlories, net
Trade receivables, prepayments and other receivables, net
Cash and cash equivalents

TOTAL CURRENT ASSETS
TOTAL ASSETS
SHAREHOLDERS® EQUITY AND LIABILITIES

SHAREHOLDERS' EQUITY

Sharc capital

Share premium

Sialutory reserve

Effect of changes in sharcholding percenlage in subsidiarics
Actuarial valuation reserves

Cuash Mow hedging reserve

Unrealized gain on invesiments as FYOCI

Relained cornings

Equily attributable to the shareholders® of the Pacent
Mon-conrolling inleresis

TOTAL SHAREHOLDERS' EQUITY

NON CURRENT LIABILITIES
Long term loans and bank facilitics
Empleyees” end of service benelits
Provision lor assel replacement cost
Derivalive linancial instrument

TOTAL NON CURRENT LIARILITIES
CURRENT LIABILITIES

Current portion of long term loans and bank focililies
Teade payables and oiher current liabililies

Zakat and income tax payable

TOTAL CURRENT LIABILITIES

TOTAL LIABILITIES

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES

30 September I Deceniber
2018 2007
Unaudited Audited
Nore SR SR
] 06,205,697 927,089,954
7 1,187,828,280 1.238,841.157
145,430,398 152,430,488
g 197,501,579 180,297,457
7,718,843 8,376,771
2A444,750,797  2,507,035.827
19,255,026 25,502,589
115,735,988 101,588,415
] 166,906,615 150,707,941
21,897,629 271,198,945
2, 746,648,426  2,784,834,772
10 £16,000,000 B16,000,000
36,409,063 36,409,063
68,986,961 66,615,976
1,133,474 1,133,474
(467,662} (3.467.662)
(560,240} .
9,129,066 9,563,788
137,895,739 141,016,870
1,065,520,401 1,067,291,509
460,457,363 476,769,749
1,545,983,764 1,544,061,258
11 775,192,394 832,710,326
29,147,668 26,693,232
12 74,156,555 66,040,748
1i(a) 924 489 .
879,421,106 032,444,306
11 148,716,478 146,331,442
166,919,572 156,841,685
5,607,506 5,096,081
321,243,556 308,320,208
1,200,664,662 1,240,773.514
2,746,648,426  2,784,834,772

The ottached notes | 1o 21 form an integral pan of these interdim condensed consolidated financial stalemenis.
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SAUDI INDUSTRIAL SERVICES COMPANY
{A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF INCOME
For the threc-month and nine-month periods ended 30 Seplember 2018

For the three-  For the three-  For the nine-  For the-nine-
month peried  momth peried  month period  month period
ended 30 ended 30 ended 30 ended 30
September September Seplember Sepiernber
2018 2007 2018 2007
Unaidited Unoedited Unaudited Unaudied
Note SR 5k SR L
Revenues 15 149,271,405 123,345,630 421,289,383 444,594,849
Direct costs (95,161,448)  (B3,922004) (274,213, 708) (268,005,532)
GROSS PROFIT 54,109,956 39,423,626 147,075,675 176,499,317
OPERATING EXPENSES
Selling and disinbulion expenscs (4,682,294) (5,290,365) (12,859,559  (12,523.298)
Genernl and adminisirative expenses (31,679.987)  (24.014.383)  (86,033,619)  (84.215.386)
TOTAL OPERATING EXPENSES (36,362,281)  (29,304,748)  (100,893,178)  (96,718.684)
OPERATING INCOME 17,747,675 10,118,878 46,182,497 79,760,633
Finance cost (13,066,203)  (8.804,779)  (34,401,339)  (26,027.919)
Finance income - 232,395 113,750 641,573
Other income 16 2,645,543 229,769 2,587,181 12,663,063
Share of resulis of associales, nel 8.2 8,393,284 6,783,028 20,117,371 16,738,314
PROFIT BEFORE ZAKAT AND
INCOME TAX 15,720,299 £.564,291 34,599,460 81,775.664
Zakal and income lax 4. (2,176,081)  (2,368.762) (5,240490)  (B.605,599)
NET PROFIT FOR THE PERIOD 13,544,248 6,195,529 19,358,970 75,170,065
Attribulable Lo:
Sharchotders® of the paremt 11,103,352 5,675,900 23,709,854 51,903,242
Non-controlling interests 440,896 519,539 5,649,116 23,266,823
13,544,248 6,195,529 29,258,970 75.170,065
Earnings per share
Basic and diluted carnings per share from
net profil foc the period attribulable 1o
the shorcholders® of the Parent 17 0.14 0.07 0.29 0.64
——— B

Z-)‘/

The atached noles 1 to 21 form an ine ri of these interim condensed consoligaied fnancinl statements.




SAUDI] INDUSTRIAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Far the threc-month and nine-month periods ended 30 September 2018

For the three-  Forthe three-  For the nine-  For the nine-
month period  month period  month periad  monih period

ended 30 ended 30 ended 30 ended 30
September Seprember September Seprember
2018 2017 2018 2007
Unandited Unaundited Unaudited Unaudired
Note SR SR SR SR
MNel income for the period 13,544,248 6,195,529 28,358,970 75,170,065
OTHER COMPREHENSIVE INCOME
Irems that can be reclassified fo
consolidafed statement af income in
subreguent perfods
Cash Now hedges - effective portion of
changes in fair value 2,124,728 15 (924,490) 4E8,213
Trems that canned be reclassified fo
cansolidafed statement af income fn
subseguent periods
FYOC! invesimems- nol change in fair value 84 6,473 226,381 (107,303} 2313387
OTHER COMPREHENSIVE INCOME
FOR THE PERICD 2,441,201 226,396 (1,031,793 2,801,600
TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD 15,985,449 6,421,925 28,317,017 17,971,665
Altributable to:
= Sharcholders of the Parem Company 12,582721 5813189 22,714,892 54,405,478
+  Mon-conirolling interesis 3.402,728 608,736 5,612,285 23,566,187

15,985,449 6,421,925 28,317,177 77,971,665
’ A s )

The attached notes | 10 21 form an integral part of these intedm condensed consalidated financial siatements,
4
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SAUDI INDUSTRIAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

For the nine-month period ended 30 September 2018

OPERATING ACTIVITIES
Profit before zakat and income tax

Adinstients for:
Depreciation and amortizalion
Provision for employecs’ end of secvice benefils
Write-off of cepital work in progress
Loss on disposal of property, plant and equipment
Share of results of associates, nel
Allowance for doubiful detis
Allowance for slow moving inventories
Amortizalion of advance rentals
Provision for assel replacement cost
Financial eost

Changes in operating assets and labilities:
Trade receivables, prepayments and olher receivables
Inventories
Trade payable, accrued and other liabilities

Cash generaled from operating aclivitics

Employecs’ end of service benclits paid
Zakat and income tax paid
Financial charges paid

Met cash Mow from operaling aclivities

INVESTING ACTIVITIES

Additions o propery, plant and cquipment

Dividends received from an associale

Additions 1o invesiments classified as FYOCI

Proceeds Irom disposal of property. plant and equipment

Mel cosh used in investing sctivities

FINANCING ACTIVITIES

Bomowings of leans and bank facilities
Repayment of loans and bank Meilities
Dividends

MNet movement in non-controlling ineresis

et cash (used in) f from financing activities

NET INCREASE [N CASH AND BANK BALANCES
Cash and bank balances ot the beginning of the period

CASH AND BANK BALANCES AT THE END OF THE PERIOD

The attached notes | 1o 21 form an integral

Note

82

8.2

For the nine- For the nine-
month pericd  month period
ended 30 ended 30
September Semrember
2018 27
Unaudited Unaudited
SR SR
34,599,460 83,775,664
112,741,574 100,862,460
4,047,780 3582027
2,897,171 -
984,020 21456
(20,117,371) (16,738,214)
397,518 1,717,995
1,379,596 1,696,637
3,906,941 1.077.279
8,115,807 6,070.341
3,40£,339 26,027,219
183,353,435 212,096,464
(13,468,334) 12,051,489
4,867,967 1,583,206
(#7168  (17.738.016)
173,881,787 207,993,143
{1,593,244) {2,431,023)
(5,207,893) (8.729,092)
(23451,774)  ({17.720872)
143,628,776 179,112,154
(37,763,968)  {143.874,507)
2,799,846 6,766,425
- (50,000,000)
28,428 995,587
(M,925504)  (186,112495)
§,414,010 134,135,164
(74,513,847} (61,767.,695)
(26,327,809) {5,411,000)
(76,862) i
{92,504,508) 66,956,469
16,198,674 59,956,128
150,707,941 195,404,320
166,906,615 255,360,448

of these interdm condensed consolidated financial slalements.

BT



SAUDI INDUSTRIAL SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
At 30 September 2018

1. ORGANISATION AND ACTIVITIES

Saudi Industriat 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 Commercial
Registration No. 4030062502 dated Rabi Al Thani 10, 1409H (corresponding 1o 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, transponation, warehousing, customs clearance and relaled services, waler
desalination, distribution and treatment and all its facilities and services, construction and opetation of fuel stations and
maintenance services, marketing factory products locally and worldwide, and investing in all previous activities. 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. Q. Box 14221,

Jeddah 21424,

Kingdom of Saudi Arabia.

These interim condensed consolidated financial statements include assets, liabilities and the results of the operations
of the Parent Company and its following subsidiaries collectively referred to as “the Group™:

Country of Effective
Company incorporation shareholding Principal activities
2018 2017

Saudi Trade and Export Development  Saudi Arabia 76% 76% Management and operation of
Company Limited (“LogiPoint™) storage and re-export project situated

on the land leased from leddah

Islamic Pon.
Kindasa Water Services Company — Saudi Arabia 65% 65% Water desalination and treatment
Closed Joint Stock Company plant and sale of water.

(*Kindasa™}

Support Services Operation Limited Saudi Arabia 99.28% 99.28% Development and operation of

Company (“[SNAD") industrial zones, construction and
operation of restaurants, catering and
entertainment centers, construction of
gas stations, auto servicing and
maintenance workshops, and
purchase of land for the construction
of building thereon and investing the
same through sale or lease.

Red Sca Gateway Terminal Company  Saudi Arabia 60.6%  60.6%  Development, construction, operation

Limited (“RSGT") and maintenance of container
terminals and excavation and back
filling works.

Red Sea Port Development Company  Saudi Arabia 60.6% 60.6%  Development, construction, operation

— Closed Joint Stock Company and maintenance of container

(“RSPD™) terminals and excavation and back
filling works.




SAUDI INDUSTRIAL SERVICES COMPANY
{A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS {continued)
At 30 September 2018

2.  BASIS OF PREPARATION

2.1 Statement of compliance

These interim condensed consolidated financial statements have been prepared in accordance with IAS 34 - “Interim
Financial Reporting”, as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements that are
issued by the Saudi Organization for Certified Public Accountants {“SOCPA™).

These intenim condensed consolidated financial statlements do not include all of the information required for full annual
financial stalements, and should be read in conjunction with the Group's annual financial statements for the year ended
31 December 2017.

The preparation of interim condensed consolidated financial statements requires management to make judgments,
estimates and assumptions 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 Group has adopted IFRS 9 "Financial Instruments” and IFRS 15" Revenue from Contracts with Customers” from
1 January 2018 and accounting policies for these new standards are disclosed in note 5. In preparing these intenm
condensed consolidated financial statements, significant judgments made by the management in applying the Group’s
accounting policies and the key sources of estimation were the same as those that were applied to the consolidated
financial statements as at and for the year ended 31 December 2017 except for the new significant judgments and
estimales related to the application of IFRS 9 as disclosed in notc 4.2,

2.2 Basis of measurement

These interim condensed consolidated financial statements have been prepared under the historical cost basis, except
for financial assets at fair value (equity investments at fair value through other comprehensive income (FVOCI) and
derivative financial instruments).

2.3 Functional and presentation currency

These interim condensed consolidated financial statements are presented in Saudi Arabian Riyals (“SR™) which is
the Group’s functional and presentation currency.

3.  BASIS OF CONSOLIDATION

These interim condensed consolidated financial staiements comprising the financial statements the Company and ils
subsidiaries as set out in note 1. The financial statements of the subsidiaries are prepared for the same reporting period
as that of the Company.

3.1 Subsidiaries

Subsidiaries are entities controlled by 1he Group. The Group controls an entity when it is exposed 10 or has rights to.
variable retumns from its involvement with the entity and has the ability to affect those returns through its power over
the entity. To meet the definition of control, all of the following three criteria must be met:

1) the Group has power over an entity;
i) the Group has exposure, or rights, 1o variable returns from its invelvement with the entity; and
ili) the Group has the ability 1o use its power over the entity to affect the amount of the entity’s returns.

The Group re-assesses whether or not it controls an investee in case facts and circumstances indicate that there are
changes to one or more of the criteria of control.

Subsidiaries are conselidated from the date on which control commences until the date on which control ceases. The
results of subsidiaries acquired or disposed of during the period, if any, are included in the interim condensed
consolidated statemnent of income from the date of the acquisition or up to the date of disposal, as appropriate.

3.2 Non-controlling interests

Non-controlling interests represent the portion of net income and net assets of subsidiaries not owned, directly or
indirectly, by the Group in its subsidiaries and are presented separately in the interim condensed consolidated statement
of income and within equity in the interim condensed consolidated statement of financial position, separately from the
Group’s equity. Any losses applicable to the non-controlling interests in a subsidiary are allocated to the non-
controlling interests even if doing so causes the non-controlling interests to have a deficit balance. Changes in the
Group's interest in a subsidiary that do not result in a loss of control are accounted for as equity transactions.




SAUDI INDUSTRIAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS {(continued)
At 30 September 2018

3. BASIS OF CONSOLIDATION (CONTINUED)
3.3 Transactions eliminated on consolidation

Balances between the Group entities, and any unrealized income and expenses arising from intragroup transactions,
are eliminated in preparing the interim condensed consolidated financial statements. Unrealized losses are eliminated
in the same way as unrealized gains, but only to the extent that there is no evidence of impairment.

34 Investment in an associates and jointly controlled entities
The Group’s interest in equity-accounted investec comprises interest in a joint venture and investments in associates.

Associates are entities over which the Group exercises significant influence. Investments in associates are initially
recognized at cost and subsequently acceunted for under the equity method of accounting and are carried in the interim
condensed consolidaled statement of financial position at the lower of the equity-accounted value or the recoverable
amount.

A joinl venture is an arrangement in which the Company has joint control whereby the Company has rights to the net
assets of the arrangement, rather than rights to its assets and obligations for its liabilities.

Equity-accounted value represents the cost plus post-acguisition changes in the Group'’s share of net assets of the
associate (share of the results, reserves and accumulated gains/ (losses) based on the latest available financial
information) less impairment, if any.

After application of the equity method, the Group determines whether it is necessary to recognize an additional
impairment loss on its investment in its associates. The Group determines at each reporting date whether there is any
objective evidence that the investment in the associate is impaired. If this is the case, the Group calculates the amount
of impairment as the difference between the recoverable amount of the associate and its carrying value and recognises
the amount in ‘share in net income / (loss) of an associate’ in the interim condensed consolidated statement of income.

The previously recognized impairment loss in respect of investment in associate can be reversed through the interim
condensed consolidated statement of income, such that the carrying amount of the investment in the interim condensed
consolidated statement of financial position remains at the lower of the equity-accounted (before allowance for
impairment) or the recoverable amount.

Unrealized gains and losses on transactions between the Group and its associates are eliminated to the extent of the
Group’s interest in the associates.

4. NEW STANDARDS, AMENDMENTS AND STANDARDS
4.1 New standurds, amendments and standards issued and not yet effective

IFRS 16 Leases

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leascs, IFRIC 4 Determining whether an Arrangement
comtains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. [FRS 16 sets out the principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to account for all leases under a single on-balance sheet model similar
to the accounting for finance leases under {AS 17. The standard includes two recognition exemptions for lessees —
leases of "low-value’ assets (e.g., personal compulers) and short-term leases (i.e., leases with a lease term of 12
manths or less). At the commencement date of a lease, a lessee will recognise a liability (o make lease payments
(i.e., the lease liability) and an asset representing the right to use the underlying asset during the lease term (i.e., the
right-of-use asset). Lessees will be required to separately recognise the interest expense on the lease liability and
the depreciation expense on the right-of-use assel. Lessees will be also required to remeasure the lease liability upon
the occurrence of certain events (e.g., a change in the lease term, a change in future lease payments resulting from
a change in an index or rate used to determine those payments). The lessee will gencrally recognise the amount of
the remeasurement of the lease liability as an adjustment to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today's accounting under 1AS 17. Lessors will
continue to classify all leases using the same classification principle as in lAS 17 and distinguish between two types
of leases: operating and finance leases.




SAUDI INDUSTRIAL SERVICES COMPANY
{A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2018

4. NEW STANDARDS, AMENDMENTS AND STANDARDS (continued)
4.1 New standards, amendments and standards issued and not yet effective (continued)

IFRS 16 Leases (continued)

IFRS 16 also requires lessees and lessors to make more extensive disclosures than under 1AS 17, IFRS 16 is effective
for annual periods beginning on or after 1 Sapuary 2019. Early application is permitied, but not before an entity
applies IFRS 15. A lessee can choose to apply the standard using either a full retrospective or a modified
retrospective approach, The standard’s transition provisions permit certain reliefs. The Group is carrying impact
assessment and will make more detailed assessments of the effect in the future to determine the impact of IFRS 16.

IFRIC 22 Foreign Currency Transactions and Advance Consideration

The Interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of the related
asset, expense or income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability
relating to advance consideration, the date of the transaction is the date on which an entity initially recognises the
non-monetary asset or non-monetary liability arising from the advance consideration. If there are multiple payments
or receipts in advance, then the entity must determine a date of the transactions for each payment or receipt of
advance consideration. The Group is carrying impact assessment and will make more detailed assessmenis of the
effect in the future to determine the impact of IFRIC 22.

Amendments to JIAS 40 Transfers of Investment Property

The amendments clarify when an entity should transfer property, including property under construction or
development into, or cut of investiment praperty, The amendments state that a change in use occurs when the
property meets, or ceases to meet, the definition of investment property and there is evidence of the change in use.
A mere change in management’s intentions for the use of a property does not provide evidence of a change in use.
The Group is camrying impact assessment and will make more detailed assessments of the effect in the future to
determine the impact of IAS 40,

Amendments to [AS 28 Investments in Associates and Joint Ventures - Clarification that measuring investees
at fair value through profit or loss is an investment-by-investment choice

The amendments clarify that an entity that is a venture capital organisation, or other qualifying entity, may elect, at
initial recognition on an investment-by-investment basis, to measure ils investments in associates and joint ventures
al fair value through profit or loss. Il an entity, that is nat itself an investment entity, has an interest in an associate
or joint venture that is an investment entity, the entity may, when applying the equity method, elect to retain the (air
value measurement applied by that investment entity associate or joint venture to the investment entity associale’s
or joint venture's interests in subsidiaries. This election is made separately for each investment entity associate or
joint venture, at the later of the date on which: (a) the investment entity associale or joint venture is initially
recognised; (b} the associate or joint venture becomes an investment entity; and {c) the investment entity associate
or joint venture first becomes a parent. The Group is carrying impact assessment and will make more detailed
assessments of the effect in the fulure to determine the impact of amendments to 1AS 28,

IFRIC 23 Uncertainty over Income Tar Treatments
Seeks to bring clarity to the accounting for income tax treatmenis 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 treaiment.

4.2 Impact of changes in accounting policies due to adoption of new standards

Effective | January 2018 the Group has adopted following IFRSs. The impact of the adoption of these standards is
explained below:

IFRS 15 Revenue from Contracts with Customers

The Group adopted IFRS 15 ‘Revenue from Contracts with Customers” resulting in a change in the revenue
recognition policy of the Company in relation to its contracts with customers. IFRS 15 was issved in May 2014 and
is effective for annual periods commencing on or after 1 January 2018, IFRS 15 outlines a single comprehensive
model of accounting lor revenve arising from contracts with customers and supersedes current revenue guidance,
which is found currently across several standards and interpretations within IFRSs. It established a new five-step
model that apply to revenue arising from contracts with customers. Under IFRS 15, revenue is recognised at an
amount that reflects the consideration to which an entity expects 1o be entitled in exchange for transferring goods
or services to a customer,
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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4. NEW STANDARDS, AMENDMENTS AND STANDARDS (continued)
4.2 Impact of changes in accounting policies due to adoption of new standards (continued)

IFRS 15 Revenue from Contracts with Customers (continued)

However, since the customers of the Group obtains control of the goods or services at a point in time i.e. on delivery
and acknowledgement of goods or services rather than over period of time, therefore, there is no material impact of
applying IFRS 15 on the recognition of revenue by Group during the period and prior periods. Accordingly, the
information presented for prior periods as previously reported, under 1AS 18 and related interpretations has not been
restated.

IFRS 9 Financial Instruments

The Group has adopled IFRS 9 - Financial Instruments issued in July 2014 with a date of initial application of |
January 2018. The requirements of IFRS 9 represent a significant change from IAS 39 Financial Instruments:
Recognition and Measurement. The new standard brings fundamental changes to the accounting for financial assets
and to certain aspects of the accounting for financial liabilities.

Classilication and measurement of financial assets and financial liabilities

Financial assets

IFRS 9 contains three principal classification categorics for financial assets: measured at amortised cost (“AC™),
fair value through other comprehensive income (“FVOCI™) and fair value through statement of income (“FVIS™).
This classification is generally based on the business medel in which a financial assct is managed and its contractual
cash flows. The standard climinates the cxisting 1AS 39 categories of held-to-maturity, loans and receivables and
available-for-sale. For an explanation of how the Group classifies financial assets under IFRS 9, sec respective
section of significant accounting policies.

Financial liabilities

IFRS 9 largely retains the existing requirements in IAS 39 for the classification of linancial liabilities. However,
although under 1AS 39 all the fair value changes of linbilities designated under the fair valve option were recognised
in interim condensed statement of income, under IFRS 9 fair value changes are generally presented as follows:

= The amount of change in the fair value that is attributable to changes in the credit risk of the liability is
presented in OCI; and

—  The remaining amount of change in the fair value is presenied in interim condensed consolidated statement
of income.

For an explanation of how the Group classifies financial liabilities under IFRS 9, sec respective section of significant
accounting policies.

Hedging

The Group applied hedge accounting prospectively. At the date of the initial application, all of the Group’s existing
hedging relationships were eligible to be treated as continuing hedging relationships. Consistent with prior perieds,
the Group has continued to designate the change in fair value of the entire forward contract in the Group's cash
flow hedge relationships and, as such, the adoption of the hedge accounting requirements of IFRS 9 had no
significant impact on the Group's financial statements.

Impairment of financial assets

IFRS 9 replaces the 'incurred loss' model in 1AS 39 with an 'expected credit loss' model (“ECL”). IFRS 9 requires
the Group to record an allowance for ECLs for all loans and other debt financial assets not held at FVIS, together
with loan commitments and financial guarantee contracts. The allowance is based on the ECLs associated with the
probability of default in the next twelve months unless there has been a significant increase in credit risk since
origination. Under IFRS 9, credit losses are recognised earlier than under 1AS 39. For an explanation of how the
Group applies the impairment requirements of IFRS 9, see respective section of significant accounting policies (note
5).
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4. NEW STANDARDS, AMENDMENTS AND STANDARDS (continued)

4.2 Impact of changes in accounting policies due to adoption of new standards (continued)
IFRS 9 Financial Instruments (continued)

Transition

The Group has taken an cxemplion not o reslate 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 carnings
as at I January 2018 as amount was not material.

Accordingly, the infarmation presented for 2017 does not generally reflect the requirements of IFRS 9 but rather
those of LAS 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 designated financial assets and financial liabilities as measured
at FVIS.

= The designation of certain investments in equity instruments not held for trading as FVOCL.

Classification of financial assets and financial linbilities on the date of initial application of IFRS 9
The adoption of IFRS 9 has not had a significant effect on the Group's accounting policies relaled to financial
liabilities. The impact of IFRS 9 on the classification and measurement of financial assets is set out below.

The following table cxplain the original measurement categories under 1AS 39 and the new measurement categories
under IFRS 9 for the class of the Group's financial assets as at 1 January 2018:

Original New classification Original New carrying
classification under IFRS 9 carrying amount amount under
Nole under 1AS 39 under AS 39 IFRS 9
FVOCI —  Equity
Equity investment a Available for sale instrument 18,838,212 18,838,212
Invesiment in FVOCI — Equity
mutual funds a Available for sale instrument 50,487,996 50,487,996
Trade and other Loans and
reccivables b receivables Amortised cost 101,588,415 101,588,415
Cash  and bank Loans and Amortised cost
balances receivables 150,707,941 150,707,941

321,622,564 321,622,564
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4, NEW STANDARDS, AMENDMENTS AND STANDARDS (continued)

4.2 Impact of changes in accounting policies due to adoption of new standards (continued)

IFRS 9 Financial Instruments (continued)

Classification of financial assets and financial liabilities on the date of initial application of IFRS 9 (continued)

a) These equity securities represent investments that the Group intends to hold for the long-term for strategic
purposes. As permitted by IFRS 9, the Group has designated these investments at the date of initial
application as measured at FVOCI. Unlike TAS 39, the accumulated 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 impairment over these receivables
was nol 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.

5.  SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied by the Group in the preparation of the interim condensed consolidated financial
statements are consistent with those applicd by the Group in the annual consolidated financial staements for the year
ended 31 December 2017, excepl for changes in accounting pelicies explained 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 cach specified distinet 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 translerring goods or providing services.
Sales, value add, and other taxes collecled 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 shorily
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 to
determine the stand-alone sclling 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.

Il a contract is separated into more than one performance obligation, the total 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,
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5. SIGNIFICANT ACCOUNTING POLICIES (continued}
Classification and measurement of financial assets and financial liabilitics

Rendering of services

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

Rental revenue

Revenue from investment properties is recognized on 2 straight line basis over respective lease periods. Lease
revenue relating to subsequent years is deferved and recognised as income over future periods. Lease incentives
granied are recognised as an integral part of the total rental, over the term of the lease.

Classification of financial assets

On initial recognition, a financial asset is classified as amortised cost, fair value through interim condensed
consolidated other comprehensive income (“FVOCI™) or {air value through intenm condensed consolidated statement
of income (“FVIS™).

Financial asset at amortised cost

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as a1
FVIS:
= the asset is held within a business model whose objective is to hold assets to collect contractual cash flows;
and
- the contractual terms of the financial asset give rise on specified dates 1o cash flows that are solely
payments of principal and inicrest on the principal amount outstanding.

Financial asscts measured at amortised cost are initially measured at fair value plus incremental direct
transaction costs, and subsequently at their amortised cost using the elfective interest method.

Financial asset at FVYOCI
i) Debt instruments

A debt instrument is measured at FVOCI only if it mects both of the following conditions and is not designated
as at FVIS:

= the assel is held within a business model whose objective is achicved by both collecting contractual cash
flows and selling financial assets (HTCS); and

= the contractual terms of the financial assel give rise on specificd dales to cash fows that are solely
payments of principal and interest on the principal amount outstanding,

ii) Equity instruments

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

Financial asset at FVIS
All other financial assets are classified as measured at FVIS.

In addition, on initial recognition, the Group may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at FVQOC] as at FVIS if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

Financial assets are not reclassified subsequent (o their initial recognition, except in the period after the Group
changes its business model for managing financial assets.
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5.  SIGNIFICANT ACCOUNTING POLICIES {continued)
Classification and measurement of financial assets and financial liabilities (continued)
Classification of financial assets (continued)

Business model assessment

The Group makes an assessment of the objective of a business model under which an asset is held, at a portfolio
level because this best reflects the way the business is managed and information is provided to management. The
information considered includes:

— the stated policies and objectives for the portfolio and the operation of those policies in practice. In
particular, whether management's stralegy focuses on earning contractual interest revenue, maintaining a
particular interest rate profile, matching the duration of the financial assets to the duration of the liabilities
that are funding those assets or realizing cash flows through the sale of the assets;

—  how the performance of the portiolio is evalvated and reported to the Group management;

— lhe risks that affect the performance of the business medel (and the financial assets held within that
business model) and how those risks are managed;

— how managers of the business are compensated- e.g. whether compensation is based on the fair value of
the assets managed or the contractual cash flows collected; and

— the frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations
about future sales activily. However, information about sales activity is not considered in isolation, but as
part of an overall assessment of how the Group stated objective for managing the financial assets is
achieved and how cash flows are realized.

The business model assessment is based on reasonably expected scenarios without taking 'worst case’ or 'stress case’
scenarios into account. If cash flows after initial recognition are realised in a way that is different from the Group’s
original expectations, the Group does not change the classification of the remaining financial assets held in that
business model, but incorporates such information when assessing newly originaed or newly purchased financial
assets going forward.

Financial assets that are held for trading and whose performance is evaluated on a fair value basis are measured at
FVIS because they are neither held to collect contractual cash flows nor held both 1o collect contractual cash flows
and to sell financial assets.

Assessments whether contractual cash flows are solely payments of principal and interest ("SPPI" criteria)

For the purposes of this assessment, 'principal’ is the Tair value of the financial asset on initial recognition. Toterest'
is the consideration for the time value of money, the credit and other basic lending risk associated with the principal
amount outstanding during a particular period and other basic lending costs (e.g. liquidity risk and administrative
costs), along with profit margin.

In assessing whether the contraciual cash flows are solely payments of principal and interest, the Group considers
the contractual terms of the instrument. This includes assessing whether the financial asset contains a contractual
term that could change the timing or amount of contractual cash flows such that it would not meet this condition.
In making the assessment, the Group considers:

— contingent events that would change the amount and timing of cash flows;

= leverage features;

= prepayment and extension lerms;

= terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse asset
arrangements); and

= features that modify consideration of the time value of money- e.g. periodica) reset of interest rates.

Classification of financial linbilities
Upon initial recognition, the Group classifies its financial liabilities, as measured at amortised cost.

Subsequently, financial liabilities arc measured at amortised cost, unless they are required to be measured at fair
value through income statement or an cntity has opted to measure a liability at fair value through interim condensed
consolidated statement of income as per the requirements of IFRS 9.




SAUDI INDUSTRIAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AL 30 September 2018

5. SIGNIFICANT ACCOUNTING POLICIES (continued)
Modifications of financial assets and financial liabilities

Financial assets

if the terms of a financial asset are medified, the Group evaluates whether the cash flows of the modified asset are
substantiaily different. If the cash flows are subsiantially different, then the coniractual rights to cash flows from
the original financial assel are deemed to have expired. In this case, the original financial asset is derecognised and
a new financial asset is recognised at fair value.

If the cash flows of the modified asset carried at amortised cost are not substantially different, then the modification
does not result in derecognition of the financial asset. In this case, the Group recalculates the gross carrying amount
of the financial asset and recognizes the amount arising from adjusting the gross carrying amount as a modification
gain or loss in the interim condensed consolidaled statement of income. If such a modification is carried out because
of financial difficulties of the borrower, then the gain or loss is presented together with impairment losses. In ather
cases, il is presented as interest income,

Financial liabilities

The Group derecognizes a financial liability when its terms are modified and the cash flows of the modified liability
are substantially different. In this case, a new financial liability based on the modificd terms is recognised at fair
value. The difference between the carrying amount of the financial liability extinguished and the new financial
liability with medified terms is recognised in interim condensed stalement of income.

Impairment
The Group recognizes loss allowances {or Expected Credit Loss (“ECL") on the following financial instruments
that are not measured at FVIS:

= financial assets that are debt instruments; and
— loan commitments issued, if any.

No impairment loss is recognised on equily investments.

The Group measures loss allowances at an amount equal to lifetime ECL, except for the following, for which they
are measured as 12-month ECL:

— debt investment securities that are determined to have low credit risk at the reporting date; and
— other financial instruments on which credit risk has not increased significantly since their initial
recognition.

12-month ECL are the portion of ECL that result from default events on a financial instrument that are possible
within the 12 months after the reporting date.

The key inputs into the measurement of ECL are the term structure of the following variables:

—  Probability of default (PD)
—  Loss given defauh (LGD)
- Exposure at default (EAD)

The Group categorizes its financial assets into following three stages in accordance with the IFRS-9 methodology:

— Stage 1 - Financial assets that are not significantly deteriorated in credit quality since origination. The
impairment allowance is recorded based on 12 months Probability of Default (PD).

— Stage 2 - Financial assets that has significantly deteriorated in credit quality since origination. The
impairment allowance is recorded based on lifetime ECL. The impairment allowance is recorded based on
life time PD,

— Stage 3 - For Financial assets that are impaired, the Group is recognize the impairment allowance based
on life time PD.
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5.  SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment (continued)
The Group also considers the forward-fooking information in its assessment of significant deterioration in credit
risk since origination as well as the measurement of ECLs.

The forward-looking information will include the elements such as expert judgement, macroeconomic factors (e.g.,
unemployment, GDP growth, inflation, profit rates and house prices) and economic forecasts obtained through
internal and external sources.

Measurement of ECL
ECL are a probability-weighted estimate of credit losses. They are measured as follows;

— financial assets that are not credit-impaired at the reporting date: as the present value of all cash shortfalls
(i.e. 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); and

~ financial assets that are credit-impaired at the reporting date: as the difference between the gross carrying
amount and the present value of estimated future cash flows;

Restructured financial assets

If the terms of a financial asset are rencgotiated or modified or an existing financial asset is replaced with a new
one due to financial difficulties of the borrower, then an assessment is made of whether the financial asset should
be derecognised and ECL are measured as follows:

—~ If the expected restructuring will not result in derecognition of the existing asset, then the expected cash
flows arising from the modified financial asset are included in calculating the cash shortfalls from the
existing asset,

= If the expected restructuring will result in derecognition of the existing asset, then the expected {air value
of the new asset is treated as the final cash flow from the existing financial asset at the time of its
derecognition. This amount is included in calculating the cash shortfalls froin the existing financial asset
that are discounted from the expected date of derecognition to the reporting date using the original special
commission rate of the existing financial assel.

Credit-impaired financial assets

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

A loan that has been renegotiated due to deterioration in the borrower's condition is usually considered to be credit-
impaired unless there is evidence that the risk of not receiving contractual cash flows has reduced significantly and
there are no other indicators of impairment.

In making an assessment of whether an investment in sovercign debt is credit-impaired, the Group considers the
following factors.

= The market's assessment of creditworthiness as reflected in the bond yields.

—  The rating agencics' assessments of creditworthiness.

— The probability of debt being restructured, resulting in holders suffering losses through voluntary or
mandatory debt forgiveness.

The international support mechanisms in place to provide the necessary support as ‘lender of last resort’ to that
country, as well as the intention, reflected in public sialements, of governments and agencies to use those
mechanisms. This includes an assessment of the depth of those mechanisms and, irrespective of the political intent,
whether there is the capacity to fulfil the reguired criteria.
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6. PROPERTY, PLANT AND EQUIPMENT

30 September 31 December

2018 2017

Unaudited Audited

SR SR

Property, plant and equipment 309,075,449 298,137,823
Property and equipment of bonded and re-export project 31,346,368 32,637,572
Property and equipment — port terminal operations 565,783,880 596,314,559
906,205,697 927,089,954

During the nine-month period ended 30 September 2018, additions amounting to SR 36,9 million (30 September 2017:
SR 42.2 million) were made to the property, plant and equipment.

7. INTANGIBLE ASSETS

30 September 31 December
2018 2007
Unaudited Aundited
SR SR
Port concession rights (note 7.1) 1,149,519,168  1,198,629,009
Right to use land {note 7.2) 26,406,435 27,298,792
Goodwill (note 7.3) 8,776,760 8,776,760
Other intangible assets 3,125,917 4,136,596
1,187,828,280  1.238,841,157
7.1  Port concession rights
The movement in port concession rights is as lollaws:
30 September 31 December
2018 2017
Unaudited Audited
SR SR
Cost
Balance at | January 1,711,145,484  1,711,145,484
Amortisation
Balance at | January 512,516,475 446,093,761
Charge for the period / year 49,109,841 66,422,714
561,626,316 512,516,475
Net baok value 1,149,519,168  1,198,629,009

7.2  Right to use land

Saudi Trade and Export Development Company (LogiPoint) 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 LogiPoint to RSGT,
effective from Shawal 22, 1428H (corresponding to 3 November 2007), and the duration of this agreement is 32 years,
As per the BOT agreement, at the end of the concession period, the property and equipment underiying the quay
project’s intangible assets shall be transferred to SEAPA.
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7. INTANGIBLE ASSETS (continued)

7.3  Goodwill

Goodwill represents the carrying amount of excess of consideration paid on the acquisition of Kindasa Water Services
Company, a subsidiary.

8. INVESTMENTS

Investment in associates (note 8.1)

Investments held at FVOCI (note 8.3)

8.1  Investment in associates

Associates

International
Water
Distribution
Company
Limited

Saudi Water and
Environmental
Services
Company (note
.ai)

Al Jabr Talke
Company
Limited (note
tb?)

Xenmet SA,
Vaduz {note ‘¢”)

Principal

activities

Water/waste
works, water
treatment and
lease of water
equipment

Electrical, water
and mechanical
warks and
related operation
and maintenance

Contracting,
construction,
operation and
maintenance of
factories and
warehouses

Trading,
storage and
brokerage of
commodities

Country of
incorporation

Kingdom of
Saudi Arabia

Kingdom of
Saudi Arabia

Kingdom of
Saudi Arabia

Principality of
Liechtenstein

30 September 31 December

2018 2017

Unaudited Audited

SR SR

128,288,674 110,971,249

69,218,905 69,326,208

147,507,579 180,297,457

Effective shareholding
Percentage Carrying amount

30 September 31 December 30 September 31 December
2018 2017 2018 2017
Unaudited Audited
SR SR
50% 50% 72,440,414 63,825,428
31.85% 31.85% 18,364,088 15,976,838
33.33% 33.33% 36,728,440 30,502,211
19% 19% 755,732 666,772
128,288,674 110,971,249

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

b} A goodwill amounting to SR 3.6 million (31 December 2017: 3.6 million) has been included in the carrying value
of the investment.

c) 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.
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SAUDI INDUSTRIAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2018

8. INVESTMENTS (continued)

8.2 Movement in investment in associales is as follows:

30 September 31 December 30 September

2018 2017 2017

Unaudited Audired Unandited

SR SR SR

Balance at beginning of the period / year 110,971,249 100,685,270 101,131,652

Dividends received during the period / year (2,799,946) (9,928 474) (6,766,425)

Share in other comprehensive income of associates - (521,236) -

Share of results of assaociates, net 20,117,371 20,735,689 16,738,314
Balance at end of the period / year 128,288,674 110,971,249 111,103,541

8.3 Investments at FVOCI comprise of the following:

30 September 31 December

2018 2007

Unandited Audited

SR SR
Investment in commodity fund - quoted 51,319,007 50,487,996
Equity securities - unquated 17,899,898 18,838,212

69,218,905 69,326,208

Investments in mutual fund represents investment by one of the subsidiaries of the Parent Company by utilizing the
funds available in the debt service reserve account, held with a commercial bank, in accordance with the term of the
ljarah financing agreement. The investment and realization / redemption decision rests with the management of the
subsidiary. However, the amount invesied / redeemed can only be deposited back into debt service reserve account.

8.4  Movement in equity securities classified as FVOCI is as follows:

30 September 31 December 30 September

2018 2017 2017
Unaudited Audited Unandited
SR SR SR
Balance at beginning of the period / year 69,326,208 16,788,011 16,788,011
Additions during the period / year - 50,000,000 -
Changes in lair value (107,303) 2,538,197 2,050,201
Balance at end of the period / year 69,218,905 69,326,208 18,838,212

9. CASH AND CASH EQUIVALENTS
30 September 31 December

2018 2017

Unaudited Audited

SR SR
Cash in hand 308,130 352,924
Cash at banks (note 9.1) 136,059,817 135,355,017
Murabaha term deposits (note 9.2) 30,538,668 15,000,000

166,906,615 150,707,941
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SAUDI INDUSTRIAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Al 30 September 2018

9. CASH AND CASH EQUIVALENTS {continued)
9.1 Cash at banks include restricted balances amounting to:

- SR 5.32 million (31 December 2017: SR 13.12 million) held in debt service reserve account “as restrictive for
use” with a local commercial bank, in accordance with the terms of ljarah financing arrangement. However, the
Company had obtained waiver for this particular condition,

- SR 0.54 million (31 December 2017: SR 0.54 million) held with a local commercial bank in respect of
accumulated unclaimed dividends.

9.2 Term deposits are placed with a local commercial banks having maturity of less than three-months and yields
finance income at prevailing market rates.

10. SHARE CAPITAL

As at 30 Sepiember 2018, the authorised and paid up capital of the Group is divided into 81.6 million shares (31
December 2017: 81.6 million shares) of SR 10 each.

On 24 May 2018, the General Assembly approved a distribution of cash dividend amounting SR 24.48 million (SR 0.3
per share) for the year 2017. The dividend bas been paid in full.

During the meeting held on 26 February 2017, the Board of Directors recommended an increase in the share capital
from SR 680 million to SR 816 million, through issuance of one bonus share for every five ordinary shares held by
utilizing SR 136 million from the Group's existing retained carnings.

On 14 March 2017, the CMA issued its resolution approving the increase in Group’s share capital. Thereafier, the
sharcholders’ of the Group, in their extraordinary general meeting held on 16 April 2017 approved the capital increase
by the issuance of bonus shares and the related changes in the Parent Company’s Bylaws. The transaction related 1o
the issvance of bonus shares was brought into effect at Tadawul on 17 April 2017, Legal formalities related to the
proposed amendments in the Parent Company’s Bylaws were completed on 29 May 2017 and the revised Commercial
Registration was received on 23 July 2017,

11. LONG TERM LOANS AND BANK FACILITIES

30 September 31 December

2018 2017
Unaudited Audited
SR SR
Ijara facilities obtained from banks (note a) 677,660,837 726,174,839
Long term loans {note b) 238,276,806 255,933,204
L.ong term loans (note c} 7,971,169 3,993,725
Tolal long term loans 923,908,872 986,101,768
Less: current portion {148,716,478)  (146,391,442)

775,192,394 839,710,326
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SAUDI INDUSTRIAL SERVICES COMPANY
{A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2018

11,

a)

b)

<)

12.

LONG TERM LOANS AND BANK FACILITIES (continued)

During 2007, RSGT, entered into an Ijara 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 RSGT (note 6). The remaining amount of loan is repayable in eleven 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 ljara facility.

Further, during the ended 30 June 2018, the Group entered into an other Profit Rate Swap (PRS) arrangement
with a local bank to hedge its exposure to the variability in the cash flows arising from the loan. The arrangement
has been classified as a hedge instrument snder cash Mow hedges.

During 2016, RSGT enlered into an ljara arrangement with two banks 1o obtain a loan of SR 260 million for
expansion of ils existing berths. The Ijara facility is secured by the property and equipment — port terminal
operations of RSGT (note 6). The loan carrics commission at commercial rates (SIBOR plus an agreed margin)
and is repayable in eleven semi-annual installments ending in December 2023,

During 2016, Kindasa entered inte 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 al commercial rates (SIBOR plus an agreed margin) and is repayable in quarterly instalments
commencing one year after the first drawdown, The loan is secured by secondary mortgage over Kindasa's
property and equipment. The loan agreement includes certain covenants such as capital expenditure, routing of
proceeds, dividend payments and maintenance of certain financial ratios. As at 30 September 2018, Kindasa has
drawn down SR 7.9 million out of total facility of SR 24 million.

PROVISION FOR ASSET REPLACEMENT COST

As per the Build Operate and Transfer (BOT) agreement with SEAPA, RSGT (one of the subsidiaries of the Group}
has an obligation to replace certain machinery and equipment (“the Equipment”) during the tenure of the agreement.
The management of RSGT has estimated that RSGT will be required to incur an amount of SR 429 million (31
December 2017: SR 429 million) to replace the Equipment. As at 30 September 2018, an amount of SR 74.1 million
(31 December 2017: SR 65.84 million) has been recorded as provision for asset replacement cost.
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SAUDI INDUSTRIAL SERVICES COMPANY
{A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2018

13. RELATED PARTY TRANSACTIONS (continued)
13.2  Key management personnel remuneration and compensation comprised of the following:
Three-month Three-month Nine-month Nine-month

period ended period ended period ended period ended
30 September 30 September 30 September 30 September

2018 2017 2018 2047

Unaudited Unaudited Unaudited Unaudited

SR SR SR SR

Short-term employee benefits 836,851 2,964,790 5,759,540 7,632,980

Shori-term employee benefits of the Group's key management personnel include salaries and bonuses.
13.3  Board of Directors remuneration and compensation comprised of the following:
Three-month Three-month Nine-month Nine-month

period ended period ended period ended period ended
30 September 30 September 30 September 30 September

2018 2017 2018 207

Unaudited Unaudited Unaudited Unanudited

SR SR SR SR

Meeting atlendance fees 94,000 55,000 494,000 400,000
Other remuneration 827,500 2,227,500 2,527,500 1,710,000
921,500 2,282,500 3,021,500 2,110,000

14. ZAKAT AND INCOME TAX

Parent Company

The General Authority for Zakat and Tax (GAZT) raised assessments for the years 2002 through 2008 with an
additional liability of SR 25.8 million. The Parent 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 amouniing to SR 9.5 million. The assessment does not take into consideration SR 3.9
million paid *under protest” at the time of filing an appeal with Higher Appeal Commitiee (HAC). The Company has
filed an appeal against the decision issued by the HAC with the the Board of Grievances (BOG). In addition, the Parent
Company has also requested the GAZT to reconsider their revised assessment. The BOG has recenily issued their
decision by rejecting to review the appeal filed by the Company. The company is in process of filing an appeal to
second level of BOG.

The GAZT raised assessments for the years 2009 through 2013 with an additional Zakat and withholding tax lability
of SR 10.95 million. The Company accepled and paid the imposition of Zakat amounting 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 submitied a bank guaramee of SR 7.1 million, based on their understanding of the PAC
decision.

The GAZT raised assessments lor the years 2014 and 2015 with an additional liability of SR 0.69 million. The Company
has filed an appeal against the GAZT's assessments.

The Company has filed its Zakat returns for the years upto 31 December 2017. Up to the date of these interim condensed
consolidated financial statements, GAZT is yet to raise the assessment for the years 2016 and 2017.
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SAUDI INDUSTRIAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Al 30 September 2018

14. ZAKAT AND INCOME TAX (continued)

Subsidiaries

Red Sea Gateway Terminal Company Limited and Red Sea Ports Development Company (“the Subsidiaries”)
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 from 2014 to 2017.

Deferred tax asset has not becn recognised in respect of tax losses of RSGT, as at this stage it is uncertain that future
taxable income would be sufficient to allow the benefit of the loss to be realised.

RSPD has filed its Zakat and income tax returns up to the year 2017. Up to the date of these interim condensed
consolidated financial statements, GAZT is yet Lo raise assessments.

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

The Subsidiary has finalized its Zakat assessments with GAZT up 1o 2008 and has filed its Zakat returns up to 2017.
Upto the date of these interim condensed consolidated financial statements, GAZT is yet o raise the assessment for the
years from 31 December 2009 1o 31 December 2017.

Support Services Operation Company Limited (“the Subsidiary”)
The Subsidiary has filed its Zakat returns up to 2017, Upto the date of these interim condensed consolidated financial
statements, no assessments have been received from GAZT.

Kindasa Water Service Company (“the Subsidiary”)
The Subsidiary has finalized its Zakat assessments with GAZT up to 2008 and has filed its Zakat returns up to 2017,
Upto the date of these interim condensed consolidated financial statements, GAZT is yet 1o raise the assessment for the
years from 31 December 2009 to 31 December 2017.

15. REVENUES

Three-month

Three-month

Nine-month

Nine-month

period ended period ended period ended period ended

30 September 30 September 30 September 30 September

2018 2017 2018 2017

Unaudited Unaudited Unandited Unaudited

SR SR SR SR

Shipping and unloading services 101,918,112 75.627,144 278,866,429 297,416,231
Sale of potable water 23,997,634 24,805,581 74,278,712 74,532,656
Rentals and support services 23,355,659 22,912,905 68,144,242 72,645,962
149,271,405 123,345,630 421,289,383 444,594,849

16. OTHER INCOME

During the nine-month period ended 30 Seplember 2017, one of the subsidiaries of the Group received SR 11.19 million
as full and final compensation from a contractor. This related Lo claims made against the contractor in prior years for
the terminal design and supervision consultancy services.
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SAUDI INDUSTRIAL SERVICES COMPANY
{A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2018

17. EARNINGS PER SHARE

Basic earnings per share (EPS) is calculated by dividing profit for the period attributable to ordinary equity holders of
the Parent Company by the weighted average number of ordinary shares in issue outstanding during the period.

Three-month Three-month Nine-month Nine-month
period ended period ended period ended period ended
30 September 30 September 30 September 30 September

2018 2017 2018 2017
Unandited Unaudited Unaudited Unaudited
SR SR SR SR

Profit for the period atiributable to ordinary
equity holders of the Parent 11,103,352 5,675,990 23,709,854 51,903,242

Weighted average number of ordinary

shares in issue 81,600,000 81,600,000 81,600,000 81,600,000
Basic and dilued earnings per share 0.14 0.07 0.29 0.64

The diluted EPS is same as the basic EPS as the Group does not have any dilutive instruments.
18. COMMITMENTS AND CONTINGENCIES

At 30 Scptember 2018, the Group's bankers have issued letters of guaraniec amounting to SR 43.09 miilion (31
December 2017: SR 50.27 million) against which cash margin of SR 1.05 million (31 December 2017: SR 12.43
million) was paid.

At 30 September 2018, the Group’s bankers have issued letters of credit amounting to SR Nil (31 December 2017: SR
29.6 million) against which cash margin of SR Nit (31 December 2017: SR Nil) was paid.

As at 30 September 2018, the Group has commitments for capital work in progress amounting to SR 6,3 million (31
December 2017: SR 14.71 million} mainly relating to new logistic hub and park construction project and new
desalination plant construction and development project.
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SAUDI INDUSTRIAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2018

19. BUSINESS SEGMENTS

The Group has the following main business segments:
Port development and operations

Water desalination and distribution

Logistic parks and support services
Corporate office: Consists of investment activities and head office functions.

*® 9 * @

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

The Group'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 attributable to a segment as well as
those that can be allocated on a reasonable basis.

Information regarding the results of each reportable segment is included below, Performance is measured based on
scgment revenues, as included in the internal management reports that are reviewed by the top management. The
following table presents segment information (assets, liabilities, revenue and net income)} for each of the business
scgments as at end for the nine-months period ended 30 Sepiember:

Reportable segments

Port Logistic Water
development  parks and  desalination
and support and
Operations Services distribution Total Unallocated Total
(SR’000) (SR’000) (SR’000) (SR'000) {SR’000) (SR’000)

30 September 2018
External revenues 278,866 70,905 74,848 424,619 - 424,619
Inter segment revenue - (2,761) (569) 3,330 - (3,330)
Segment revenue 278,866 68,144 74,279 421,289 - 421,289
Direct cost {190,550) (37,663) {49,331) (277,544) - (277,544)
Inter-segment direct cost 638 2,692 - 3,330 . 3,330
Segnient cost (189,912) (34,971) {49,331) (274,214) - (274,214)
Segment gross profit 88,954 33,173 24,948 147,075 - 147,075
Profit attributable to
shareholders of the parent (354) 13,336 6,375 19,357 4,353 23,710
30 September 2018
Segment assets 1,920,739 347,473 240,211 2,508,423 238,225 2,746,648
Segment liabilities 1,115,094 31,078 26,697 1,172,869 27,796 1,200,665




SAUDI INDUSTRIAL SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2018

19. BUSINESS SEGMENTS (continued)

Reportable segments

Port Logistic Water
development parks and  desalination
and support and
Operations Services distribution Total Unallocated Total
{SR°000) (SR'000) (SR'000) (SR'000) {SR'000} {SR'000)

30 September2017
External revenues 297416 84,546 75,072 457,034 - 457,034
Inter segment revenue - (11,900) (539) (12,439) - (12,439
Segment rveniie 297,416 72,646 74,533 444,595 - 444,595
Cost of revenue (194,615) (35,834) (50,086) (280,535) - (280,535)
Inter-segment cost of
revenue 4,122 8,317 - 12,439 - 12,439
Segment cost (190,493) {27,517) (50,086) (268,096) - (268,096)
Segment gross profit 106,923 45,129 24,447 176,499 - 176,499
Profit attributable o
sharcholders of the parent 23,659 19,764 6,477 49,900 2,003 51,903
30 September 2017
Segment assets 2,008,856 331,946 256,025 2,596,827 211,828 2,808,655
Segment liabilities 1,165,304 31,219 22,114 1,218,637 27,512 1,246,149

20. FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

Fair value is the price that would be received 1o sell an asset or paid to transfer a liability in an orderly transaction
between market participants al the measurement date. The fair value measurement is based on the presumption that the
transaction takes place cither;

— In the accessible principal market for the asset or liability, or
— In the absence of a principal market, in the most advantageous accessible market for the asset or liability
= Fair value information of the Group’s financial instruments is analysed befow:

The Group uses the following hicrarchy for determining and disclosing the fair value of financial instruments:
Level 1: quoted prices in active markets for the same or identical instrumnent that an entity can access at the measurement

date;

Level2:quoted prices inactive markets for similar assets and liabilities or valuation techniques for which all significant
inputs are based on observable market data; and

Level 3: valuation techniques for which any significant inpul is not based on ohservable market data.
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SAUDI INDUSTRIAL SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

At 30 September 2018

20, FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES (continued)

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 liabilities
not measured at fair value if the carrying value is a reasonable approximation of fair value,

30 September 2018

FINANCIAL ASSETS
Amortised cost

Trade receivables

Cash and cash equivalents

Held as FVYOCI
Investment in mutual fund
Investment in equity securities

FINANCIAL LIABILITIES
Long term loans and bank facility
Trade payables and other liabilities

31 December 2017

FINANCIAL ASSETS
Amartised cost

Trade receivables

Cash and cash equivalents

Held as FVOCI
Investment in mutual fund
Investment in equity securilies

FINANCIAL LIABILITIES
Long term loans and bank facility
Trade payables and other liabilities

Carrying
value Level 1 Level 3 Total
SR SR SR SR
116,215,472 - 4 e
166,906,615 - e &
51,319,007 51,319,007 - 51,319,007
17,899,898 - 17,899,898 17,899,898
352,340,992 51,319,007 17,899,898 69,218,905
923,908,872 - . .
70,397,850 - - .
994,306,722 - . :
Carrving
value Level 1 Level 3 Total
SR SR SR Sk
101,818,166 - = .
150,707,941 - - .
50,487,996 50,487,996 - 50,487,996
18,838,212 - 18,838,212 18,838,212
321,852,315 50,487,996 18,838,212 69,126,208
986,101,768 - 5 -
127,595,963 - & -

1,113,697,731
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SAUDI INDUSTRIAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2018

20, FINANCIAL INSTRUMENTS AND FAIR VALUE MEASUREMENT (continued)

Fair value of quoted investments is based on price quoted on the reporting date. Level 3 financial assets comprise
investment in unquoted Company.

There were no transfers between kevel 1 and level 3 during the nine-month period 30 September 2018 (31 December
2017: nil and 30 September 2017: nil). There were no financial assels or financial liabilities classified under level 2.

There were no changes in valuation techniques during the period.

The fair values of the financial instruments carried at amortized cost is approximates their fair value. The Group's
management determines the policies and procedures for both recurring fair value measurement and for non-recurring
measurement.

21. APPROVAL OF CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

These interim condensed consolidated financial statements were approved and authorised to issue by the Board of
Directors on 25 October 2018 (corresponding to 16 Safar 1440H).
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