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INDEPENDENT AUDITOR’S LIMITED REVIEW REPORT
ON INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

To the Shareholders

Saudi Company for Hardware
(Saudi Joint Stock Company)
Riyadh, Kingdom of Saudi Arabia

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of
Saudi Company for Hardware, a Saudi Joint Stock Company and its subsidiary {“the Group”) as of June 30,
2018 and the related interim condensed consolidated statement of profit or loss and other comprehensive income
for the three months and six months period then ended and consolidated statement of changes in equity and
consolidated statement of cash flows for the six months period then ended, and notes comprising a summary of
significant accounting policy and other explanatory notes. Management is responsible for the preparation and
fair presentation of these interim condensed consolidated financial statements in accordance with Intemational
Accounting Standard 34, “Interim Financial Reporting” that is 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 International Standard on Review Engagements 2410, “Review of
Interim Financial Information Performed by the Independent Auditor of the Entity", as endorsed in the Kingdom
of Saudi Arabia. A review of interim condensed consolidated 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 Internationa)
Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia and consequently does not enable us
10 obtain 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.

Conclusion

Based on our review, nothing has come to our attention that causes us 1o believe that the accompanying interim
condensed consolidated financial statements are not prepared, in all material respects, in accordance with
International Accounting Standard 34, “Interim Financial Reporting” that is endorsed in the Kingdom of Saudi
Arabia.

Other matier

The financial statements of the Company for the year ended December 31, 2017, were audited by another auditor
who expressed an unmodified opinion on those statements on 15 Rajab 1439H, corresponding to April |, 2018,

Deloitte and Touche & Co.
Chartered Accountants

Ehsan A. Makhdoum
License No. 358

11 Dhu-al-Qa’dah 1439
July 24,2018




SAUDECOMPANY FOR HARDWARE

(SAUDDIOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

!

THE FTHREE MONTHS AND SIX MONTHS PERIOD ENDED JUNE 30,2018

Revenus

Costal revenues

Gross profit

Sclhing and marketing expenses
Gueneral and adnunistration expenses
Operating profit

Other meome, net

Finance cost

Profit before Zakat

Zakat

NET PROFIT FOR THE PERIOD
Other comprehensive income
Trems that will nor be reclussifivd

subsequently to profit or luss

Net changes i B s alue of equaity
wivestinents at fan value through
other comprehensive income

Total comprehensive income for

the period

Favnings per share (Saudi Rivals)
{note 15)

Basic and diluwted earnings per share
attributable to the equity holders of
the Company

Weighted average number of shares

From April I to June 30

_From January 1 to June 30

Chiel Fhancial Officer

2018 2017 2018 2017

SR SR SR SR
_{un-audited) p-audited) (un-audited) (un-audited)
343,027,240 064,692,500 702,610,369
(288.092.288)  {(299.070452)  (5535943.683)  (503.952.2%5)
54,934,982 TH.648,723 108,748,823 138.658.284
(3.218,024) (5.971.024) (8.586,100) (11.338,500)
LLRTSTIOST)  2TA88IY)  (SBA67.755) (50.410.919)
24,144,371 43,528,888 41,694,908 76.908.805
821,799 1,251,087 1,130,466 1,396,956
(1,718,148) (1,528,784)  (2,702.283) (2,716,002}
23,248,022 43,251,191 40,129,151 75,589,222
(2,868,584)  (2,889,284) (5,156,303)  (4.46%,792)
20,379.438 40,301,907 34,972,758 71,120430
20,379,438 40,561907 34972758 71120430
0.8 1.68 i 1.46 2906
24,000,000 24.000000  24.000,000 24,000.000_
/”",_’-«-—""‘ L ———————— .

Chief Exccutive Officer

Chairman of Board of Directors

The accompanying notes forny an integral part of these mterinm condensed consolidated financial statenents

-2




SAUDI COMPANY FOR HARDWARE
(SAUDLIOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL PUSITION

AS OF JUNE 30, 2018

ANSETS

Non-current assets

Property and cquitpinent
Intanmble assets

Bty mvestment ut FVTOCT

Total non-current assets

Current assets

Inventories

Accounts receivable

Prepayments and other receivables
Cash and cash equivalents

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital
Statutory reserve
Retned canimgs
Fan salue reserve

Fatal equity

Nuou-current liabilities
Long term debts
Retirement benelit obligation

Total non-current labilities

Current liabilities

Accounts payable

Avcrued expenses and other habilitics
Due o banks

Long term debts  current porbon

D dends pavable

Averued zakit

Total current liabilities

Total liabilities

Chiel Fi n{ncial O¥icer

Chiel Executive Officer

_Nules

L

RS Bl

e

June 30, December 31,
2018 2017

SR SR
(unaudited) taudited}
239,432,383 244,083,692
$1.563.171 43435487
9,062.153 9,662,153
290,687,907 297.181.332
562,430,437 596,092,074
18,498,317 21.050.760
79,208,182 61,339,249
37,767,641 27,320,630
YT904.577 706402713
988,502,484 1.003.584.0:45
240,000,000 240,000,000
61,198,715 $7.701.,439
293,322,838 300,396,702
1,401,700 1,401,700
595,923,283 599,499,841
73,049,107 82875000
39,902,980 ~ 38.805,590
112,952,087 121.740,390
170,654,597 127.846,452
87,136,164 93,016,035
- 34,026,405
15,794,643 15,787,778
83,927 94,017

L GOISSEY 11842327
V279,087,044 282,343,014
392,059,251 AU-LO84.204
988,562,484 1.003,584,045

Chairman of Board of Diree

The accompanying notes form an integral part of these interim condensed consolidated financial statements
N
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SAUDICOMPANY FOR HARDWARL
(SAUDIIUINT STOCK COMPANY )

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THF SIX MONTIS PERIOD ENDED JUNE '

Retined
SUnings

SR

Fawt vahue
resenve
SR

Totl

SR

Shase Statiary

Capual e

N\ulg SR SR

Halinoe at baouany 12017 Gridstedds Msouwunt WS

Cuanprehenane meonw

Nt protit o Hhie peiiod

226 URT 424

RIS

PO 70

RO RER]

Ulihet ehemsive come ke the penoed .

: chensive sicome bor thy periad N T

PRSI o sty oW i - ER R [N IKEERTY

Halarew at hune 30 207 Canandited) OO0 3323302 284995 R Paui 70 37773107
Jawiny 1. 2018 (audited) s previousiy roported R WO GHLOUG 37701439 300300702 AL 700 890499 841
Adgustiment i application of IFRS 15 3 i863,210) (863.210)
Adpistment in apphication o IFRS © 3 (1.686,116) (1,686.136)
Habanve at Bonewy 12018 eadhusted? 240000000 STTULAXD 297 847356 140170 396,950,408
Comprehensive income: . . e e
Nt profit her the perinl - - 34972758 - 972788
Other conprehiensive weome o the penod . .

Lutal comprehensive income for the period - 34788 -

H 105 {0 MR Teserve i - 3497276 (3A4¥7.27%0) .
v adonmd disiniution T - - 130.000,000) (306,000,000)
Brdunce at June 30, 2018 ¢ un audited) 240,000,000 01,198,715 293,322,838 1,401,700 595,923,253

Cliief Financial Office

Chief Executive Officy

DRI IS B an ategral et oF thiese rivian cw <Gl eomsa
AN

win of Board of Directors

e

RHE RIS THCTHN




SAUDI COMPANY FOR HARDWARE

(SAUDHIOINT STOCK COMPANY)

INTERIM CONDESNSED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

2018 2017
SR SR
(un-audited) {un-audited)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net profit for the period 34,972,758 71120430
Adpistnents for
Likat 5,150,393 4.408.792
Finunee vost 2,702,283 1.716.602
Depreciauon and amortization 20,746.653 17.097.164
LossAgain) on disposal of property and cquipment 2,300 (1L183)
Provision tor slow moving items and inventory shortages 2,055,995 3,452,078
Wnte-ofT of slow moving items and wventory shortages (4,.349.984) (2,565,534
Provision for doubtiul debts 292,743 108,750
Provision for retirement benefits obligution 2,851,227 4.016.852
Movement i working capial:
Inventories 36,555,626 (64.642,669)
Accounts receivable 1,980,592 2,799,448
Prepayments and other recervables (17,813.806) (9.284.765)
Accounts payable 42,808,145 33,446,025
Accrued expenses and other carrent Habilities (8,235,836 ) {8.606,748)
Cash generated from operations 119,725,089 54.125.842
Zashat paid (10.682,907) {9.992.078)
Frnanee cost puid (2,702,283) (2,716.602)
Retrement benefits obhgation pad (1.813,837) (1,818,846)
Net cash generated from operating activities 104526062 39.598.310
CASH FLOWS FROM INVESTING ACTIVITIES
Purchuse tor proporty sdnd cquipnient (13,304,905 (17368100
Prececds from disposal of property and equipment - 211050
Parchase torintangible assets 720,023 ) -
Net cash used in investing activities (14,225,528 ) (47,157,356}
CASH FLOWS FROM FINANCING ACTIVITIES
Change i due to banks, net (34,026,405) 20,794,874
Repayments of long term borrowing (9,819,028 (10,473,098 }
Dividends paid (36,008,090)  (35971.701)
Net cash used in financing activities (79,853,523 ) (25,649.925)
Net change in eash and cash equivalents 10447011 {33.208.905)
Cash and cash equivalents at bewinning ol period 27,320,038 34.533375
CASH AND CASH EQUIVALENTS AT THE END OF THE
! 37,767,641 21,326 410

3% Chief Fiancial Of¥icer " Chiel Exccutive Officer Chuairman of Board of Directors

(B—

The accompanying notes Torm w integral part of these condensed consolidated interim Hinanciad statements
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SAUDI COMPANY FOR HARDWARE
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

1.

2.1

CORPORATE INFORMATION

Saudi Company for Hardware (the "Company"”) is a saudi joint stock company registered in the Kingdom
of Saudi Arabia under commercial registration number 1010056595 issued in Riyadh on Safar 26, 1405H
(corresponding to November 19, 1984). The Capital Market Authority (the "CMA"} announced on
Jumada I 5,1436H (corresponding to March 25, 2015) the CMA's board decision to approve the launch of
7,200,000 shares in the Company initial public offering which represents 30% of the total shares of the
Company's 24,000,000 shares in which it was allocated (o investment funds and licensed individual. The
Company's shares listed in the Saudi Stock Market ("Tadawul") on Sha'ban 23, 1436H (corresponding to
May 12, 2015).

The Company is principally engaged in retailing and wholesaling of household and office supplies and
appliances, construction tools and equipment, and electrical tools and hardware.

The registered address of the Company is P.O. Box 86387, Riyadh 11622, Kingdom of Saudi Arabia.
The accompanying condensed consolidated interim financial statements include the financial statements of
the Company and its 27 stores located in various cities in the Kingdom of Saudi Arabia and following

subsidiary:

Effective ownership
Subsidiary name Country percentage Activities

Medscan Terminal Company Saudi Arabia 100% Transportation and logistics
The Company and its subsidiary are referred to hereinafter as (“the Group™).

APPLICATION OF REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS
(IFRSs)

New and revised IFRSs in issue but not yet effective
The Company has not applied the following new and revised IFRSs that have been issued but are not yet
effective:

IFRS16 Leases

IFRS 16 introduces a comprehensive model for the identification of lease arrangements and accounting
treatments for both lessors and lessees. IFRS 16 will supersede the current lease guidance including IAS 17
Leases and the related interpretations when it becomes effective.

IFRS 16 distinguishes leases and service contracts on the basis of whether an identified asset is controlled
by a customer. Distinctions of operating leases (off balance sheet) and finance leases (on balance sheet) are
removed for lessee accounting, and is replaced by a model where a right-of-use asset and a corresponding
liability have to be recognized for all leases by lessees (i.e. all on balance sheet) except for short-term leases
and leases of low value assets.

The right-of-use asset is initially measured at cost and subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and impairment losses, adjusted for any re measurement of the
lease liability. The lease liability is initially measured at the present value of the lease payments that are not
paid at that date. Subsequently, the lease liability is adjusted for interest and lease payments, as well as the
impact of lease modifications, amongst others. Furthermore, the classification of cash flows will also be
affecied as operating lease payments under IAS 17 are presented as operating cash flows; whereas under the
IFRS 16 model, the lease payments will be split into a principal and an interest portion which will be
presented as financing and operating cash flows respectively.



SAUDI COMPANY FOR HARDWARE
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
{Continued)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

2.

APPLICATION OF REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS
(IFRSs) (CONTINUED)

2.1 New and revised IFRSs in issue but not yet cffective (continued)

2.2.

IFRS16 Leases (continued)
In contrast to lessee accounting, IFRS 16 substantially carries forward the lessor accounting requirements
in IAS 17, and continues to require a lessor to classify a lease either as an operalting lease or a finance lease.

Furthermore, extensive disclosures are required by IFRS 16.

The standard will affect primarily the accounting for the Group's operating leases. As of the reporting date,
the Group has non-cancellable operating lease commitments of SR 682 million. However, the Group has
not yet determined to what extent these commitments will result in the recognition of an asset and a liability
for future payments and how this will affect the Group's profit and classification of cash flows.

Some of the commitments may be covered by the exception for short-term and low value leases and some
commitments may relate to arrangements that will not qualify as leases under IFRS 16.

The standard is mandatory for first interim periods within annual reporting periods beginning on or after
January 1, 2019. The directors of the Company are still assessing the potential impact of application of
IFRS 16 to the Company’s interim condensed consolidated financial statements. The directors do not intend
to early apply the standard and intend to use the full retrospective method upon adoption.

New standards and interpretations adopted during the period

The entity has adopted IFRS 9 and IFRS 15 as on January 1, 2018 and this is the second set of interim
condensed consolidated financial information where IFRS 9 and IFRS 15 have been applied. Changes to
significant accounting policies are described in note 3, “change in accounting policies™.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These interim condensed consolidated financial statements for the six-months period ended June 30, 2018
have been prepared in accordance International Financial Reporting Standard 34 interim Financial Reporting
as promulgated by the International Accounting Standards Board (“|ASB”™), interpretations issued by the
International Financial Reporting Interpretations Committee (*IFRIC”) as endorsed and notified by Saudi
Organization for Certified Public Accountants (SOCPA) and the requirements of the laws and regulations
in Saudi Arabia.

The interim condensed consolidated financial statements do not include all the information and disclosures
required in annual consolidated financial statements, and should be read in conjunction with the Group’s
annual consolidated financial statement as at December 31, 2017.

Except for the adoption of new standards effective as of January 1, 2018 (as described below), the accounting
policies adopted and applied in these interim condensed consolidated financial statements are the same as
those applied in the last annual financial statements as at and for the year ended December 31, 2017. The
changes in accounting policies are also expected to be reflected in the annual financial statements as at and
for the year ending December 31, 2018.The Group has not early adopted any other standard, interpretation
or amendment that has been issued but is not yet effective.



SAUDI COMPANY FOR HARDWARE
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
{Continued)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of preparation

The interim condensed consolidated financial statements have been prepared under historical cost basis
except for certain financial instruments at FVTOCI that are measured at fair values and by using the actuarial
basis for end of service benefits, on the accrual basis of accounting.

Principles of consolidation
The interim condensed consolidated financial statements incorporate the financial information of the
Company and its subsidiary. Control is achieved when the Company:

o has power over the investee,
& is exposed, or has rights, to variable returns from its involvement with the investee; and
e has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control listed above.

When the Company has less than a majority of the voting rights of an investee, it has power over the investee
when the voting rights are sufficient to give it the practical ability to direct the relevant activities of the
investee unilaterally. The Company considers all relevant facts and circumstances in assessing whether or
not the Company’s voting rights in an investee are sufficient to give it power, including:

o the size of the Company’s holding of voting rights relative to the size and dispersion of holdings of the
other vote holders;

e potential voting rights held by the Company, other vote holders or other parties;

e rights arising from other contractual arrangements; and

® any additional facis and circumstances that indicate that the Company has, or does not have, the current
ability to direct the relevant activitics at the time that decisions need to be made, including voting
patterns at previous shareholders’ meetings.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases when
the Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or
disposed of during the year are included in the consolidated statement of profit or loss and other
comprehensive income from the date the Company gains control until the date when the Company ceases to
control the subsidiary.

When necessary, adjustments are made to the financial statements of subsidiaries 1o bring their accounting
policies into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between
members of the Group are eliminated in full on consolidation.

Functional and presentation currency
These condensed consolidated financial statements are presented in Saudi Riyal, which is the Group's
functional and presentation currency. '

Zakat

The Group is subject to the regulations of the General Authority of Zakat and Tax (*GAZT") in the Kingdom
of Saudi Arabia. The provision is charged to the statement of profit or loss and other comprehensive income.
Additional amounts, if any, that may become due on finalization of an assessment are accounted for in the
year in which assessment is finalized.



SAUDI COMPANY FOR HARDWARE
(SAUDI IOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)
FOR THE S1X MONTHS PERIOD ENDED JUNE 30, 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cost of revenue
Costs of revenue principally comprise the cost of goods ready for sale, which include direct labor, landed
costs of merchandise sold, showroom lease rent, staff costs and depreciation.

Significant accounting judgements, estimates and assumptions

The preparation of the condensed consolidated interim financial statements in conformity with IFRS requires
the use of certain critical estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Estimates and judgments are continually
evaluated and are based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. The Group makes estimates and assumptions
concerning the future. The resulting accounting estimates will, by definition, seldom equal the related actual
resulls.

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 9 and IFRS 15, which are described as below:

Changes in accounting policies
The Group has adopted IFRS 15 "Revenue from Contracts with Customers: and IFRS 9 "Financial
Instruments"” from January 1, 2018.

The effect of applying these standards is mainly attributed to the following:

+  Presentation of revenue net of sales return, customer rewards points, contract assets (if any), contract
cost and contract liabilities.

= Anincrease in impairment losses recognized on financial assets.

Effect of Applying IFRS 15 "Revenue from Contracts with Customers"

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is
recognised. The new standard establishes a five-step model to account for revenue arising from contracts
with customers. IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related
Interpretations of IFRS and it applies to all revenue arising from contracts with customers, unless those
contracts are in the scope of other standards. The Group recognizes revenue, which is an amount that reflects
the consideration to which the Group expects to be entitled in exchange for transferring goods or services to
a customer, when customer obtains controls of the goods or services at a point in time i.e. on delivery and
acknowledgement of goods and services.

The details of new significant accounting policies and the nature of changes to previous accounting policies
in relation to the Group’s sale of goods are set out below:

Products:
Hardware’s devices, tools and other goods

Nature, timing of satisfaction of performance obligatioens, significant payment terms:
Customers obtain control of products when the goods are delivered to and have been accepted by the
customers. Invoices are generated and revenue is recognized at that point in time.

Credit invoices are usually payable within 30 - 120 days. Invoices are generated and recognised as revenue

net of applicable discounts which relate to the items sold. Customer loyalty points are offered to customers
and therefore there is deferred revenue (contract liability) to be recognized for the items sold.

.9.



SAUDI COMPANY FOR HARDWARE
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Changes in accounting policies (continued)

Nature, timing of satisfaction of performance obligations, significant payment terms (continued)

For contracts that permit the customer to return an item, under IFRS 15 revenue is recognized to the extent
that it is probable that a significant reversal in the amount of cumulative revenue recognized will not occur.
Therefore, the amount of revenue recognized is adjusted for expected returns, which re estimated based on
the historical data. Returned goods liability is recorded in “other payable” for cash sales and adjusted against
“trade receivables” in respect of credit sales.

Nature of change in accounting policy

Under 1AS 18, revenue for contracts with customers was also recognized when the goods were delivered (o
and were accepted by the customers and a reasonable estimate of sales return could be made. Estimated sales
returns, if significant, were netted off against revenue, with a corresponding liability in “other payables” for
cash sales and a provision for sales return against “trade receivables” for credit sales.

a) Contract assets

Under IFRS 15, if an entity performs by transferring goods or services to a customer before the customer
pays consideration or before payment is due, the entity shall present the contract as a contract asset,
excluding any amounts presented as a receivable. A contract asset is an entity’s right to consideration in
exchange for goods or services that the entity has transferred to a customer. There was no restatement due
10 this change; except for reclassification between receivables to contract assets.

b) Contract liabilities
The following contract liabilities are recognised in relation to the application of IFRS 15

e  Advance payment received from customers
e Deferred revenue (rewards points)

¢) Accounting for refunds
The Group's customers have a right to return the product within a given period (7 days), The Group is obliged
to refund the purchase price.

Under IFRS 15, a refund liability for the expected refunds to customers is recognised as adjustment to
revenue in trade and other payables. At the same time, the Group has a right to recover the product from the
customer where the customer exercises his right of return and recognises an asset and a corresponding
adjustment to cost of sales. As at January 1, 2018 the Group recognized a refund liability amounted to
SR 2.47 million and recognized a corresponding asset also from these expected returns amounted (o
SR 1.60 million. The asset is measured by reference to the former carrying amount of the product. The costs
to recover the products are not material because the customer usually returns the product in a saleable
condition at the store.

-10-



SAUDI COMPANY FOR HARDWARE
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
{Continued)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Changes in accounting policies (continued)

Nature of change in accounting policy (continued)

d) Accounting for customer loyalty programmer

In previous reporting periods, the consideration received from the sale of goods was allocated to the points
using spending matrix method. Under this method, customers who spend money in purchasing goods will
receive loyalty points as specified in the following table:

Customer Spending  Percentage of

Level (Saudi Riyals) points added Remarks
First 1 to 1,000 0% No points will be added in the first level
3 % of purchases from Saudi Riyals 1,001 to
Second 1,001 to 6,000 3% 6,000 within one Gregorian year of the first
invoice
6 % of purchases from Saudi Riyals 6001 to
Third 6,001 to 12,000 4% 12,000 within one Gregorian year of the first
invoice

6 % of purchases exceeding Saudi Riyals

9 0,
Fourth 12,001 and Above 6% 12,000 within one Gregorian year

Under IFRS 15, the total consideration must be allocated to the points and goods based on the relative
standalone selling prices. Management calculated the loyalty points under the new method and determined
that there is no material variance between using spending matrix method and relative stand-alone selling
prices.

e) Accounting for costs to fulfil a contract

In 2017, costs amounting to SR 693,945 related to delivery and installation of treadmill to customers were
expensed as they did not qualify for recognition as an asset under any of the other accounting standards.
However, the costs related directly to the contract, generate resources used in satisfying the contract and are
expected to be recovered. Those expenses can be capitalised as costs to fulfil a contract following the adoption
of IFRS 15 and included in other assets in the statement of financial position on January 1, 2018. In 2018, for
the six months’ period ended June 30, 2018, the cost of delivery and installation treadmill was SR 274,977.
As the sale transaction of treadmill is a cash transaction and the contract with customer is not long term,
management decided not to capitalize the cost to fulfil a contract in this case.

f) Presentation of assets and liabilities related to contracts with customers
The Group has also voluntarily changed the presentation of certain amounts in the statement of financial
position to reflect the terminology of IFRS 15:

« Contract assets: Under IFRS 15; if an entity performs by transferring goods or services to a customer before
the customer pays consideration or before payment is due, the entity shall present the contract as a contract
asset, excluding any amounts presented as a receivable. A contract asset is an entity’s right to consideration
in exchange for goods or services that the entity has transferred to a customer, The Group has not transferred
any goods to any customer before the customer pays the consideration.

Contract liabilities in relation to customer’s advance payments which are included in other payables
(SR 1.3 million as at June 30, 2018).

+ Contract liabilities in relation to the customer loyalty programed were previously presented as referred
revenue, see {d) above.

Other payables relating to refund liabilities were previously presented in current provisions
(SR 1.08 million as at June 30, 2018)

-

11 -



SAUDI COMPANY FOR HARDWARE
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Changes in accounting policies (continued)

Nature of change in accounting policy (continued)

g) Sale of goods - wholesale

The Group sells a range of tools, devices, and electronic equipment to the wholesale customers. Sales are
recognised when control of the products has transferred, being when the products are delivered 10 the
wholesale customers who have full discretion over products, and there are no unfulfilled obligations that
could affect the wholesale customers' acceptance of the products. Delivery occurs when the products have
been moved to the specific location, the risks of obsolescence and loss have been transferred to the wholesale
customers, and either the wholesale customers have accepted the products in accordance with the sales
contract, the acceptance provisions have lapsed, or the Group has objective evidence that all criteria for
acceptance have been satisfied,

Credit invoices are usually payable within 30 - 120 days. Inveice is generated and recognised as revenue net
of applicable discounts which relate to the items sold.

h) Sale of goods retail
The Group operates a chain of retail stores selling tools, devices, and electronic equipment. Revenue from
the sale of goods is recognised when a Group entity sells a product to the customer.

Payment of the transaction price is due immediately when the customer purchases any tools, devices, or
electronic equipment. It is the Group's policy to sell its products to the end customer with a right of return
within 7 days. Therefore, a refund liability (included in trade and other payables) and a right to the retumed
goods (included in other current assets) are recognised for the products expected to be returned. Accumulated
experience and historical data are used to estimate such returns at the time of sale at a portfolio level (expected
value method). Because the number of products returned has been steady for years, it is highly probable that
a significant reversal in the cumulative revenue recognised will not occur. The validity of this assumption
and the estimated amount of returns are reassessed at each reporting date.

i) Sale of goods - customer loyalty program

The Group operates a loyalty program where retail customers accumulate points for purchases made which
entitle them to discount on future purchases. Revenue from the award points is recognised when the points
are redeemed or when they expire 12 months after the initial sale. A contract liability is recognised until the
points are redeemed or expired.

Effect of Applying IFRS 9 "Financial Instruments"

IFRS 9 sets out requirements for recognising and measuring financial assets, financial liabilities and some
contracts to buy or sell non-financial items, [FRS 9 replaces 1AS 39 Financial Instruments: Recognition and
Measurement. The Group has adopted IFRS 9 using the cumulative effect method with the effect of initially
applying this standard recognised at the date of initial application (i.e. January 1, 2018), therefore, the
comparative information has not been restated. IFRS 9 is applicable to financial assets and financial liabilities
and covers the classification, measurement, impairment and de-recognition of financial assets and liabilities
together with a new hedge accounting model. The details of new significant accounting policies and the nature
and effect of the changes to previous accounting policies are set out below:

1. Classification and measurement of financial assets and financial liabilities

IFRS 9 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 (o financial assets and financial liabilities.

Financial instruments are recognised when the Group becomes a party to the contractual provisions of the
financial instrument. The Group determines the classification of its financial instruments at initial recognition.
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(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Changes in accounting policies (continued)
Effect of Applying IFRS 9 "Financial Instruments" (continued)
The Group classifies its financial assets in the following categories:

a) Financial assets measured subsequently at fair value (either through other comprehensive income, or
through profit or loss).
b) Financial assets measured atamortized cost.

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.

2. Measurement

Initial measurement

Financial assets and financial liabilities are measured initially at fair value plus transaction costs that are
directly attributable to the acquisition or disposal of financial assets and liabilities or, where appropriate,
deducted from them (Except for financial assets and liabilities at fair value where transaction costs directly
attributable to the acquisition of financial assets or liabilities are recognized directly in the consolidated
statement of profit or loss).

Subsequent measurement of financial assets

a) Financial assets measured at FYTOCI
A debt investment is measured at FVTOCI if it meets both of the following conditions and is not designated
as at FVTPL:

»  Itis held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

+  Its contractual terms give rise on specified dates o cash flows that are solely payments of
principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Group may irrevacably elect to
present subsequent changes in the investment's fair value in OCI. This election is made on an investment-by-
investment basis. The Group elected to present and measure unquoted shares in ACE international as financial
assets at FVTOCI.

Financial assets measured at FVTOCI are re-measured to fair value at each financial reporting date. No
deduction is made for transaction costs that might be incurred when the asset is disposed of in the future,

When the financial asset is derecognized, the related accumulated fair value adjustments in OCI as at the date
of derecognition are reclassified from equity and recognized in the statement of profit and loss. However,
there is no subsequent reclassification of fair value gains and losses to statement of profit and loss in case of
equity instruments.

b} Financial assets measured at amortized cost
A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:
- Itis held within a business model 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,.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Changes in accounting policies (continued)

Effect of Applying IFRS 9 "Financial Instruments"(continued)

b) Financial assets measured at amortized cost (continued)

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured
at FVTPL. The financial assets measured at fair value through profit or loss are re-measured to fair value at
each financial reporting date without the deduction of transaction costs that the Company or its subsidiary
may incur on sale or disposal of the financial asset in future.

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 item not at FVTPL, transaction
costs that are directly attributabie to its acquisition.

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

Equity investments at FVTOCI

These assets are subsequently measured at fair value. Dividends are recognised as income in profit or loss
unless the dividend clearly represents a recovery of part of the cost of the investment. Other net gains and
losses are recognised in OCI and are never reclassified to profit or loss.

The effect of adopting IFRS 9 on the carrying amounts of financial assets at January 1, 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
IAS 39 and the new measurement categories under IFRS 9 for the class of the Group's financial assets as at
January 1, 2018.

Original

Original New carrying New carrying

classification classification amount amount as
Financial assets Note under I1AS 39 under IFRS 9 under IAS 39  under IFRS 9
Equity investment A Available for sale Equity investments 9,662,153 9,662,153

at FVOCl

Cash and bank balances Loans and receivables Amortized cost 27,320,630 27,320,630
Accounts receivable B Loans and receivables Amartized cost 21,050,760 20,771,652
Other financial assets C Loans and receivables Amortized cost 7,577,360 6,029,381

65,610,903 63,783 816

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 1AS 39, the accumulated fair value reserve related to these investments will
never be reclassified to profit or loss.

B - Accounts receivables that were classified as loans and receivables under IAS 39 are now classified at
amortized cost. An increase of SR 279,108 in the allowance for impairment over these receivables was
recognised in the opening retained earnings at January 1, 2018 on transition to IFRS 9.

C - Sub - Lease receivables that were classified as loans and receivables under 1AS 39 are now classified at
amonrtized cost. An increase of SR 1,547,979 in the allowance for impairment over these lease receivables
was recognised in the opening retained earnings at January 1, 2018 on transition to IFRS 9.

-14 -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Changes in accounting policies (continucd)

Effect of Applying IFRS 9 "Financial Instruments"(continued)

Subsequent measurement of financial liabilities

1. Amortized cost
Subsequent to initial recognition, financial liabilities are measured at amortized cost calculated under the
effective interest method except for liabilities;

Measured at FVTPL;

1. That arise when a transfer of a financial asset does not qualify for derecognition or is accounted for using

the continuing involvement approach;

That are commitments to provide a loan at a below-market interest rate and not measured at fair value

though profit or ioss;

That are financial guarantee contracts; and

4. Contingent consideration recognised by an acquirer in a business combination to which IFRS 3 applies.
Such contingent consideration shall subsequently be measured at fair value with changes recognised in
the consolidated statement of profit or loss.

15

w

Gains or losses on financial liabilities that are measured at fair value and that are not part of a hedging
relationship are generally recognized in profit or loss. The only exception is for gains and losses on certain
financial liabilities designated as at FVTPL when the entity is required to present the effects of changes in
the liability's credit risk in OCI.

2. Liabilities at fair value through profit or loss
Financial liabilities falling under this category include:

1. liabilities held for trading;
2. derivative liabilities not designated as hedging instruments; and
3. those designated as at FVTPL

After initial recognition, the entity measures liabilities at fair value with changes in fair value recognized in
the consolidated statement of profit or loss. Gains or losses on a financial liability designated as at FVTPL
are generally split and presented as follows:

1. the amount of change in the fair value of the financial liability that is attributable to changes in the credit
risk of that financial liability is presented in the consolidated statement of OCI; and

2. the remaining amount of change in the fair value of the financial liability is presented in the consolidated
statement of profit or loss.

3. Liabilities other than financisl liabilities at FVTPL

Financial liabilities are measured at amortized cost using the effective interest rate. The proceeds from issuing
debt are adjusted over the life of the debt so that the carrying amount at maturity is the amount repayable at
maturity.

Financial liabilities that are designated as hedged items are subject to the hedge accounting requirements,

-15-
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Changes in accounting policies (continued)
Effect of Applying IFRS 9 "Financial Instruments''(continued)

Impairment of financial instruments

IFRS 9 replaces the 'incurred loss’ model in IAS 39 with an 'expected credit loss' (ECL) model. The new
impairment model applies to financial assets measured at amortized cost, cantract assets and debt investments
at FVOCI, but not to investments in equity instruments. IFRS 9 requires the use of the expected credit loss
model whereby the Group assesses the expected credit losses associated with its assets carried at amortized
cost and debt instrument carried at FV through the consolidated OCL. The impairment methodology applied
depends on whether there has been a significant increase in credit risk since initial recognition. Accordingly,
the provision for impairment of financial instruments is measured by the amount of the expected credit losses
over the life of the financial instrument. If credit risk has not increased significantly, 12 months ECL is used
to provide for impairment provision.

For trade receivables, the Group applies a simplified approach to measure the provision for loss in an amount
equal to the expected credit loss over the life of the financial instrument. Since credit risk has not increased
significantly, 12 months ECL is used to provide for impairment provision

Derecognition of financial assets

The financial assets are derecognized from the statement of financial position when the rights to receive cash
flows from the financial assets have expired, or have been transferred and the Group has transferred
substantially all risks and rewards of ownership. The difference in the carrying amount is recognized in the
statement of profit and loss except for equity investment at FVOCI.

Derccoqnition of financial liabilitics
The financial liabilities are de-recognized from the statement of financial position when the under-lying
obligations are extinguished, discharged, lapsed, cancelled, expires or legally released.

Offsetting of Financial instruments
A financial asset and a financial liability is offset as a net amount in the consolidated statement of financial
position when, and only when, both of the following conditions are satisfied:

1. The Group currently has a legally enforceable right to set off the recognized amounts of the asset and
liability; and
2. Intention to settle on a net basis is exist, or to realize the asset and seitle the liability simuitaneously.

The Group has applied IFRS 9 and 15 using the cumulative effect method with the effect of initially applying
those standards recognised at the date of initial application (i.e. January 1, 2018) therefore the comparative
information has not been restated and continues 10 be reported under 1IAS 18, IAS 11 and IAS 39. The
following tables summarize the impact of adopting IFRS 9 and 15 on the Group's consolidated statement of
financial position as of January 1, 2018:

-16-
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(Continued)

FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Changes in accounting policics (continued)

Consolidated statement of financial position as of January 1, 2018:

ASSETS

Non-current assets

Property and equipment
Intangible assets

Available for sales investment
Equity investments at FVTOCI

Total non-current assets

Current assets

Inventories

Accounls receivables

Prepaid expenses and other assets
Cash and bank balances

Total current assets
TOTAL ASSETS

EQUITY AND LIABILITIES
Share capital

Statulory reserve

Retained eamings

Fair value reserve

Total equity

Non-current liabilities
Long term debts
Retirement benefit obligation

Tatal non-current lisbilitics

Current liabilities

Accounts payable

Accrued expenses and other liabilities
Due to banks

Current portion of long term debts
Dividend payable

Zakat

Total current liabilities
Total liabilities

TOTAL EQUITY AND LIABILITIES

Amounts

Amounts including the
without impact  Adjustment / impacts of
of IFRS 9 and reclassifications Adjustment IFRS 9 and
IFRS 15 IFRS 9 IFRS 15 IFRS 15

SR SR SR SR
244,083,692 - - 244,083,692
43,435,487 - - 43,435,487
9,662,153 (9,662,153) - -

- 9,662,153 - 9,662,153

297,181,332 - - 297,181,332
596,692,074 - - 596,692,074
21,050,760 (279,108) - 20,771,652
61,339,249 (1,547,979) 1,603,106 61,394,376
27,320,630 - - 27,320,630
706,402,713 (1,827,087) 1,603,106 706,178,732
1,003,584,045 (1,827.087) 1,603,106 1,003,360,064
240,000,000 - - 240,000,000
57,701,439 - - 57,701,439
300,396,702 (1,686,136) (863,210) 297,847,356
1,401,700 - - 1,401,700
599,499,841 (1,686,136} (863,210) 596,950,495
82,875,000 - - 82,875,000
38.865,590 - - 38,865,590
121,740,590 - - 121,740,590
127,846,452 - - 127,846,452
93,046,635 (140,951) 2,466,316 95,372,000
34,026,405 - - 34,026,405
15,787,778 - - 15,787,778
94,017 - - 94,017
11,542,327 ~ - 11,542,327
282,343,614 (140951) 2466316 284,668,979
404,084,204 (140,951) 2,466,316 406,409,569
1,003,584,045 (1,827,087) 1,603,106 1,003,360,064

-17-
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)
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4. PROPERTY AND EQUIPMENT

June 30, December 31,

2018 2017

SR SR

{unaudited) {audited)

Net book value at the beginning of the period \ year 244,083,692 193,108,126

Additions 13,504,905 85,175,211

Transfers (15,000) -
Disposals (2,300) (1,176,793)
Deprecation for the period ' year (18,138,714) (33,022,852)

Carrying value at the end of the period " year 239,432,583 244,083,692

5. INTANGIBLE ASSETS

June 30, December 31,

2018 2017

SR SR

{unaudited) (audited)

Goodwill 22,377,889 22,377,889

Computer software and licenses 17,859,340 19,731,656

Others 1,325,942 1,325,942

41,563,171 43,435,487

Movement in intangible assets is as follows:

June 30, December

2018 31,2017

SR SR

(unaudited) (audiled)

Net book value at the beginning of the period ' year 43,435,487 43,582,119

Additions 720,623 4,873,679

Transfers 15,000 -
Disposals - (316)
Amortization for the periodiyear (2,607,939) (5,019,995)

Carrying value at the end of the period ' year 41,563,171 43,435,487

Impairment test for goodwill
The Goodwill is related to the acquisition of Medscan Terminal Company. Goodwill is monitored by the
Group’s management at the level of only one cash-generating unit (Medscan).

The management performs goadwill impairment assessment annually and when there are indicators that the
carrying value of the goodwill may be impaired. Group's management believes that any reasonably possible
change in the key assumptions used for impairment assessment performed on December 31, 2017 will not
cause the carrying value of the goodwill to materially exceed its recoverable amount. Accordingly, no
impairment loss was recognised for the six-months period ended June 30, 2018.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Continued)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

6. INVENTORIES

Merchandise:
In stores and warehouses
On consignment
Goods-in-transit

Less: provision for slow moving items and inventory shortages

7. ACCOUNTS RECEIVABLE

Trade receivable
Less : allowance for doubtful debts

Movement in the allowance for doubtful debts is as follows:

Balance at the beginning of the period * year
Adjustment on application of IFRS 9

Opening balance (adjusted)
Provision during the period \ year

Balance at the end of the period \ year

- 19

June 30, December 31,
2018 2017
SR SR
(unaudited) (audited)
545,728,873 577,200,293
21,061,656 21,056,054
18,635,837 23,725,645
585,426,366 621,981,992
(22,995,929} (25,280,918}
562,430,437 596,692,074
June 30, December 31,
2018 2017
SR SR
(unaudited) {audited)
20,403,806 22,384,398
(1,905,489} (1,333,638)
18,498,317 21,050,760
June 30, December 31,
2018 2017
SR SR
(unaudited) (audited)
1,333,638 1,116,138
279,108 -
1,612,746 1,116,138
292,743 217,500
1,905,489 1,333,638
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Continued)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

8. PREPAYMENTS AND OTHER RECEIVALBES

Prepaid expenses

Advances to employees

Advances 1o suppliers

Receivable against insurance claims
Advance rent

Others

Less : provision for other receivables

Others includes an amount of sub-lease receivables
{December 31, 2017: SR 1.5 million) which is fully impaired.

Movement in provision for other receivables is as follows:

Balance at the beginning of the period \ year
Adjustment on application of [FRS 9

Opening balance (adjusted)
Balance at the end of the period \ year

9. BORROWINGS

Short term debts
Long term debts

Total debts
Short term debts

Current portion of long term debts
Non-current portion of long term debts

Total debts

220 -

Junc 30, December 31,
2018 2017
SR SR
tunaudited) (audited)
48,558,697 43,034,349
1,571,099 6,029,381
3,541,509 2493419
560,196 170,366
8,690,650 -
11,828,010 9,611,734
80,756,161 61,339,249
(1,547,979) -
79,208,182 61,339,249
amounting to SR 1.3 million
June 30, December 31,
2018 2017
{unaudited) {audited)
1,547,979 -
1,547,979 -
1,547,979 -
June 30, December 31,
2018 2017
SR SR
(unaudited) (audited)
- 34,026,405
88,843,750 98,662,778
88,843,750 132,689,183
- 34,026,405
15,794,643 15,787,778
73,049,107 82,875,000
88,843,750 132,689,183




SAUDI COMPANY FOR HARDWARE
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

9.

10.

11

BORROWINGS (CONTINUED)

Maturity profile of non-current portion of long-term debts is as follows:
June 30, December 31,

2018 2017

{unaudited) {audited)

Later than 1 year 23,508,928 15,610,112
Later than 2 years but not more than 5 years 49,540,179 67,264,888
73,049,107 82,875,000

The Group obtained borrowing facilities in the amount of SR 440 million from various local banks. Such
facilities provide facilities for short and long-term borrowings, letters of credit and guarantee and notes
payable for bills of exchange to finance working capital, investments, and capital expenditures. These
facilities, which are in form of Murabaha and Tawarroq financing, bear financial charges at prevailing market
rates based on Saudi Inter-Bank Offer Rate ("SIBOR") and Riyadh Inter-Bank Offer Rate ("RIBOR"). These
facility agreements also include covenants which require maintenance of certain financial ratios, restrict
payments of dividends and other requirements which the Group was in compliance with as of June 30, 2018.
These facilities as of June 30, 2018 include a loan in the amount of SR 25 million for the construction of the
Group's Head Office building and the land of the Head Office with the book value of SR 17.5 million was
designated as a collateral against this loan. The unused portion of those facilities amounted to SR 278 million
as of June 30, 2018.

ZAKAT
The Zakat is based on the interim condensed financial statements of the Group. The movement in

Group's zakat provision is as follows:
June 30, December 31,

2018 2017

SR SR

(unaudited ) (audited)

At beginning of the period / year 11,542,327 11,082,842

Provided during the period / year 6,015,813 11,542,327
Over provision for prior period | year (859,420) (1,106,870)
Paid during the period / year (10,682,907) (9.975,972)

Closing balance June 30, 2018 / December 31, 2017 6,015,813 11,542,327

The Company received the final zakat assessment up to 2006 and the assessments for the years 2007 to
2017 are under study by the GAZT, The Company started filing a consolidated zakat return for the
Company and its subsidiary starting January 1, 2017. The final zakat assessment for the subsidiary is
under review by the GAZT for the years 2011 to 2016,

STATUTORY RESERVE

In accordance with the Regulations for Companies in the Kingdom of Saudi Arabia and the Company's
By-laws, the Company has established a statutory reserve by the appropriation of 10% of net income
until the reserve equaled 50% of the share capital. Following a recent change to the Regulations for
Companies, appropriations can cease when the reserve equals 30% instead of 50% of the share capital.
The Company has accordingly amended its by-laws in 2017 to comply with the new regulations. This
reserve is not available for dividend distribution 10 the shareholders of the Company.
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12.

13.

14,

OPERATING LEASE ARRANEGEMENTS

The Group as lessee

Operating lease payments represent rentals payable by the Group for certain office properties, show
rooms, warehouse and employees’ accommodation and land. Leases are negotiated for an average term
of 1 to 7 years and rentals are fixed over the lease period.

Pavments recognized as an expense

June 30, June 30,
2018 2017
SR SR
(unaudited) {unaudited)
Payments under operating leases recognized as
an expense during the year 43,052,170 39,650,992

Commitments for minimum lease payments under non-cancelable operating lease are as follow:

June 30, December 31,

2018 2017

SR SR

{unaudited) {audited)

2018 71,997,625 72,083,878
2019 68,582,513 70,964,009
2020 60,358,249 50,935,589
2021 52,546,923 58,471,159
2022 54,969,538 53,465,352
Thereafter 373,279,354 389,648 861

681,734,202 695,568,848

As of June 30, 2018, the Group has future lease commitments under operating leases of SR 682 million
{(December 31, 2017: SR 696 million).

COMMITMENTS AND CONTINGENCIES
The Group had the following contingencies and commitments:

June 30, December 31,

2018 2017

SR SR

{unaudited) (audited)

Letters of credit 53,105,104 55,229,776
Letters of guarantees 9,200,224 1,880,224

The Group is subject to litigation in the normal course of its business. The Group does not believe that
the outcome of these court cases will have any material impact on the Group's results or financial
position.

COMMITMENT FOR EXPENDITURE
The capital commitments related to ongoing activities of the Group's various exhibitions is as follows:

June 30, December 31,

2018 2017

SR SR

{(unaudited) {audited)

Commitments for Group's various exhibitions 10,822,807 2,259,870
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15.

16.

17

EARNINGS PER SHARE (EPS)

Basic eamings per share is calculated by dividing the income for the period attributable to ordinary
equity holders of the parent by the weighted average number of ordinary shares outstanding during the
period. The calculation of diluted earnings per share is not applicable to the Group. Also, no separate
eamning per share calculation from continuing operations has been presented since there were no
discontinued operations during the period.

The EPS calculation is given below:

June 30, June 30,

2018 2017

SR SR

(unaudited) (unaudited)

Income attributable to ordinary equity holders of the parent 34,972,758 71,120,430
Weighted average number of shares in issue during the period 24,000,000 24,000,000
Eamings per share 1.46 2.96

There is no dilutive effect on the basic earnings per share of the Company.
FINANCIAL INSTRUMENTS

Financial instruments at fair value through other comprehensive income (FVTOCI) represents
investments in unquoted securities of ACE international which are measured at repurchase quotation
available from the investee company at every year end. All other financial assets and liabilities of the
Group are classified and measured at amortised cost.

For all financial instruments, the fair value of financial instruments does not materially differ from their
carrying values.

FAIR VALUE MEASUREMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset or liability at the
measurement date.

Fair value for measurement and/or disclosure purposes in these interim condensed consolidated financial
statements is determined on such a basis, except for share-based payment transactions that are within
the scope of IFRS 2, leasing transactions that are within the scope of IAS 17, and measurements that
have some similarities to fair value but are not fair value, such as net realizable value in IAS 2 or value
in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorized into Level 1,2 or
3 based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as follows:

¢ Level | inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date;

¢ Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.
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17. FAIR VALUE MEASUREMENTS (CONTINUED)

18.

The carrying amount of financial assets and financial liabilities approximates their fair value. The Group
only presents unquoted equity investments at FVTOCI under fair valuation model.

The following table shows the fair values of financial asset, including its level in the fair value hierarchy.

June 30, December
2018 31,2017
SR SR
{unaudited) (audited)
Level 3
Unquoted equity investments at FVTOCI 9,662,153 9,662,153

There were no transfers among level 1, 2, and 3 for the six-months period ended June 30, 2018 and for
the year ended December 31, 2017.

SEGMENT INFORMATION
The Group has two major operating segments namely, sales and services and logistic services.

Sales and Scrvices segment; This segment include sale of goods made to retail and wholesale customers.
Service department represent services department's income from delivery, installation and maintenance of
items sold.

Logistic Services: The logistics and related services segment provides a comprehensive logistics offering to
its clients, including freight forwarding, transportation and contract logistics.

The Group's Chief Executive Officer (Chief Operating Decision Maker) reviews the internal
management reports of each segment at least quarterly for the purpose of resources allocation and
assessment of performance. Operating segments are organized based on factors including distribution
method, targeted customers and geographic location.

The segment information provided to the strategic steering committee for the operating segment as of
and for the six-months periods ended June 30, 2018 and 2017 is as follows:

For the six-months period ended Sales and Logistic
June 30, 2018 services services Total
SR SR SR
Revenues:
Total segment revenues 659,341,527 11,070,014 670,411,541
Inter-segment revenues - (5719,035)  (5,719,035)
Revenue from external customers 659,341,527 5,350,979 664,692,506
Timing of revenue recognition:
Ata point in time 658,264,520 5,350,979 663,615,499
Qvertime 1,077,007 - 1,077,007
659,341,527 5,350,979 664,692,506
Income from operations 39,800,318 1,894,650 41,694,968
Financial charges (2,702,283 ) - (2,702,283 )
Other income 1,136,466 - 1,136,466
Income before zakat 38,234,501 1,894,650 40,129,151
Zakat (5,156,393 ) - (5,156,393 )
Net income for the period 33,078,108 1,894,650 34,972,758
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18. SEGMENT INFORMATION (CONTINUED)

Other segment information: For the six Sales and Logistic

months period ended June 30, 2018 services services Total
Capital expenditures 11,706,413 2,519,115 14,225,528
Depreciation and amortization 19,861,065 885,588 20,746,653
Total segment assets:
June 30, 2018 (un audited) 974,131,252 14,431,232 988,562,484

Total segment liabilities:

June 30, 2018 (un audited) 387,724,772 4,914,459 392,639,231
For the six months’ period ended Sales and Logistic

June 30, 2017 services services Total

SR SR SR

Revenues:
Total segment revenues 697,331,089 8,074,673 705,405,762
Inter-segment revenues - (2,795,193 ) (2,795,193 )
Revenue from external customers 697,331,089 5,279,480 702,610,569
Income from operations 74,770,088 2,138,777 76,908,865
Financial charges (2,716,602) - (2,716,602 )
Other income 1,396,959 - 1,396,959
Profit for the period before zakat 73,450,445 2,138,777 75,589,222
Zakat (4,468,792 ) - (4,468,792 )
Profit for the year 68,981,653 2,138,777 71,120,430

Other segment information: For the six
months period ended June 30, 2017

(un audited)
Capital expenditures 47,368,406 - 47,368,406
Depreciation and amortization 17,097,164 - 17,097,164

Total segment asscts:
December 31, 2017 (audited) 987,574,738 16,009,307  1,003,584,045

To1al segment liabilities:
December 31, 2017 (audited) 400,832,141 3,252,063 404,084,204
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19.

20.

DIVIDENDS

In accordance with extra-ordinary general assembly meeting held on May 4, 2017, the Company's
sharcholders resolved to delegate the authority to the Board of Directors to distribute dividends to the
shareholders for the year 2017. Accordingly, the Board of Directors in its meeting held on February 8, 2018
resolved to distribute cash dividends to the Company's sharcholders amounting to SR 36 million
at SR 1.5 per share), (SR 42 million at 1.75 per share in July 2017). The dividend was distributed on
March 21, 2018.

APPROVAL OF THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

This condensed consolidated interim financial information have been approved by the Board of Directors on
July 23, 2018, corresponding to 10 Dhu-al-Qa’dah 1439,
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