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Introduction

We have reviewed the accompanying condensed consolidated interim statement of financial
position of Al Khaleej Training and Education Company - A Saudi Joint Stock Company
(“the Company”) and its subsidiaries (coliectively referred to as “the Group’™) as at 30 September
2017 and the related condensed consolidated interim statements of profit and loss, comprehensive
income for the three-month and nine month periods then ended, changes in shareholders’ equity
and cash flows for the ninc month period then ended and the attached notes which from an integral
part of the condensed consolidated interim financial statements .

Management is responsible for the preparation and presentation of these condensed consolidated
interim financial statements in accordance with International Accounting Standard (IAS 34)
“Interim Financial Repotting™ that is endorsed in the Kingdom of Saudi Arabia. Our responsibility
is to express a conclusion on these condensed consolidated interim financial statements based on
OLT TOVICW,

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” that is endorsed in the Kingdom of Saudi Arabia. A review of interim financial
information consists of making inquiries, primarify 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 Kingdom of Saudi Arabia and consequently does not enable us
to obtain assurance that we would become aware of all significant matters that might be identificd
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 condensed consolidated interim financial statements are not prepared, in all
material respects, in accordance with (IAS 34) "Interim Financial Reporting™ and (IFRS 1) “Tirst-
time Adoption of International Financial Reporting Standards * that are endorsed in the Kingdom
of Saudi Arabia.
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AL KHALEEJ TRAINING AND EDUCATION COMPANY

(A Saudi Joint Stock Company)

CONDENSED CONSOLIDATED INTERIM STATEMENT OF PROFIT AND LOSS

For the Three and Nine month periods ended 30 September 2017

36 September 31 December 1 January
Notes 2017 2016 2016
SR SR SR

ASSETS {Unaundited) {Note 14) (Note 14}
Non-current assets
Property and equipment 5 737,108,934 681,928,835 618,980,563
Intangible assets 34,971,867 38,229,800 35,471,901
Available for sale investments 18,759,045 18,759,045 18,759,045
Advance on account of investments - -- 1,126,800

790,839,846 738,917,680 674,338,309
Current assets
Inventories 12,739,699 13,972,131 11,953,744
Trade receivables, prepayments and other receivabies 6 447,059,501 368,632,956 404,398,052
Unbilled revenues 5,728,747 3,943,573 10,248,454
Due from related parties 7 2,353,736 1,247,685 5,181,800
Cash and bank balances 17,690,122 23,446,823 26,397,041

485,571,805 411,243,168 458,179,091
Total assets 1,276,411,651 1,150,160,848 1,132,517,400
OWNERS® EQUITY AND LIABILITIES
Owners’ equity
Share Capital 8 460,600,000 400,000,000 400,000,000
Statutory reserve 67,932,827 67,932,827 63,577,698
Retained earnings 74,748,328 58,121,082 58,765,799
Foreign currency translation reserve (2,200,726) (1,113,749 (1,210,565)
Total Shareholders® Equity 540,480,429 524,940,160 521,136,932
Non-controlling interest 1,798,316 9,571,800 11,459,263
Total Owners' Equity 548,278,745 534,511,960 532,596,195
Liabilities
Non-current liabilities
Long term loans 9 181,215,325 163,112,063 114,050,389
Deferred gain from sale of property and equipment — non current portion 10 13,462,783 14,065,594 14,869,342
Finance lease obligations 10 61,393,187 61,879,201 70,066,107
Employees” end of service benefits 11 45,992,284 43,801,134 47423473

302,063,579 282,857,992 246,409,311
Current liabilities
Banks overdraft 68,749,410 36,676,467 53,474,817
Short term loans 9 211,157,342 203,000,000 168,000,000
Current portion of long term loans 9 51,067,548 46,187 461 80,059,404
Deferred gain from sale of property and equipment - current portion 10 803,748 803,748 803,748
Current portion of finance lease obligations 10 2,082,842 2,624,356 3,482,993
Trade and other payables 82,908,380 34,859,835 39,505,576
Due to related parties 7 6,917,748 4,874,643 4,799,153
Zakat and income tax payable e 2,382,309 3,764,186 3,386,113

426,069,327 332,790,896 353,511,894
Total liabilities 728,132,906 615,648,888 599,921,205
Total ownersy-équity and liabilities L276,411,651 1,150,160,848 1,132,517.400

Cxos o @’.’ r“/j)

Mostafa Abdui Hameed
Chief Financial Officer

Alwaleed A. Aldryaan

Chief Executive Officer

Abdulaziz Hammad Al-Bulaihid

Chairman

The attached notes from 1 o 16 form an integral part of these condensed consolidated interim financial statements.

1



AL KHALEEJ TRAINING AND EDUCATION COMPANY

(A Saudi Joint Stock Company)

CONDENSED CONSOLIDATED INTERIM STATEMENT OF PROFIT AND LOSS
For the Three and Nine month periods ended 30 September 2017

For the Three month periods
ended

For the Nine month periods
ended

30 Septermber 30 September 30 September 30 September

Note 2017 2016 2017 2016
SR SR SR SR
(Unaundited) (Note 14) (Unaudited) (Note 14)

Revenue 187,451,621 151,833776 526,748,209 463,221,715
Cost of revenues (139,015,342) (112,010,177) {412,606,936) (366,691,286)
GROSS PROFIT 48,436,279 39,823,599 114,141,273 96,530,429
Selling and marketing (10,634,631} (9.326,788)  (27,042,038)  (29,966,205)
General and administration (12,476,530y (13,460,618) (38,409,840)  (37,895,118)
INCOME FROM MAIN OPERATIONS 25,325,118 17,036,193 48,689,395 28,669,106
Financial charges (4,941,595)  (3,868,807) (12,770,211) (11,788,593)
Other income, net 1,019,994 7,314,059 2,944,522 8,812,093
INCOME BEFORE ZAKAT AND
INCOME TAX 21,403,517 20,481,445 38,863,706 25,693,506
Zakat and income tax {500,600) {500,000} {1,000,000) (1,100,921
NET INCOME FOR THE PERIOD 20,903,517 19,981,445 37,863,706 24,592,585
Attribatable to:
Shareholders of the company 20,804,180 19,766,071 37,527,246 24349992
Non-controliing interest 99337 215374 336,460 242,593

20,903,517 19,981,445 37,863,706 24,592 585
Earning per share:
Basic and diluted eamings per share of net 12 0.52 0.49 0.94 0.61

income for the period

o~
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Abdutaziz Hammad' Al-Bulaihid
Chairman

Alwalced A. Aldryaan
Chief Executive Officer

Mostafa Abdul Hameed
Chief Financial Officer

The attached notes from 1 to 16 form an integral part of these condensed consolidated interim financial statements.
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AL KHALEEJ TRAINING AND EDUCATION COMPANY

(A Saudi Joint Stock Company)

CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHINSIVE INCOME
For the Three and Nine month periods ended 30 September 2017

For the Three month periods For the Nine month periods
ended ended
30 September 30 September 30 September 30 September
2017 2016 2017 2016
SR SR SR SR

(Unaudited) {Note 14} (Unaudited)  (Note 14}

Income for the period 20,903,517 19.981,445 37,863,706 24592585

Items that are or may be reclassified to profit and foss:
Foreign currency translation reserve (2,236,929} 486,503 (1,756,237} 1,334,994

IT]?CT{;’;‘/;];NCOME AND GTHER COMPREHENSIVE 18,666,588 20467948  36,107469 25927579

Total comprehensive income for the period attributable to:

Sharchoiders of the company 20,435,018 19,502,574 36,440,269  25,090,84|

Non-controiling interest (1,768,430) 965,374 (332,800) 836,738
: 18,666,558 20,467,948 36,107,469 25927579

Crpnd g (oD

Mostafa Abdul Hameed Alwaleed A. Aldryaan Abdulaziz Hammad Al-Bulaihid
Chief Financial Officer Chief Executive Officer Chairman

The attached notes from 1 to 16 form an integral part of these condensed consolidated interim financial statements.
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AL KHALEEJ TRAINING AND EDUCATION COMPANY
(A Saudi Joint Stock Company)

CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

For the Nine month periods ended 30 September 2017

Shareholders’ equity
Foreign
cugrency Taotat
Share Statutory Retained translation Shareholders’ Non-controlling Total owners’
Capital reserve earnings reserve equity interest equity
SR SK SR SR SR SR SR
Balance at 1 fanuary 2016 (Note 14} 40,006,000 03,377.698 58,769,799 {1,219,565) 521,136,932 11,459,263 532,596,195
Net incorme for the period - - 24349063 - 24,349,692 242,503 24,592,5851
Other comprehensive income for the period - - — 740,849 740,842 594,145 1,334,994
Dividends - - £40,000,000) - {40,000,000) (1,776,863} 41,710,863)
Boarg Compensation - - (900,005} - (906,006) - {260,000}
Dividends to non-controlling interest - - - - - 1,531,250 1,531,250
Bal At 30 September 2016 {U tited) 400,600,000 63,577,698 42,219,791 {469,716) 505,327,773 12,056,388 517,384,151
Batance at | fannary 2617 {Note 14} 400,000,500 67,932,827 38,121,082 (1,113,749 524,940,160 9571800 534,511,960
Net income for the period - - 37,5275 - 37,527,146 3364460 37,863,706
Other comprehensive income / (loss) for the period - - - (1.088,977) £1,086.977) (669,260 (1,756.237)
Dividends o - (20,000,000 - (20,000,800} - (20,006,800)
Board Compensation - - (900.000) - (900,060) - (900,000)
Dividends to non-controiling interest - - -- - - £1.440,684) {1,440,684)
Balagce 2t 36 September 2017 (Enaudited) 400,008,000 67,932,827 74,748,318 (2,200,726) 844,480,429 7,798,316 548,278,745
P
L Td 3 -

Mostafa Abdul Hameed
Chief Financial Officer

Chief Executive Officer

The attached rotes from | 1o 16 form an integral part of these condensed consolidated interim financial statements.

Abdulaziz Hamimad Al-Bulaibid

Clairman
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AL KHALEEJ TRAINING AND EDUCATION COMPANY

(A Saudi Joint Stock Company)

CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
For the Nine month periods ended 30 September 2017

30 September 2017 30 September 2016

SR 5R
(Unaudited) {(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Income before zakat and income tax 38,863,706 25,693,506
Adjustments for non-cash items;
Depreciation and amortization 18,031,685 19,849,023
Gain on sale of property and equipment (602,811) (602,811
Provision for Employees” end of service benefits 71,981,842 5,458,988
Bad debts (3,889,315) 2,750,000
Provision for doubtful debts 3,550,000 5,650,000

63,935,107 62,798,706
Changes in :
Trade receivables, prepayments and other receivables (78,087,230} (5.704,055)
Unbilled revenue (1,785,174) (445.264)
Inventories 1,232,432 (3.600,832)
Trade and other payables 48,048,545 (8,901,965)

33,343,680 44,146,540
Employees™ end of service benefits paid (5,790,692) (9,262,894)
Zzkat and income tax paid (2,381,877) (1,622,849}
Net cash generated from operating activities 25,171,111 33,260,797
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property and equipment {68,968,311) (47,952,534}
Additions to intangible assets (985,540) 1,126,800
Advance on account of purchase investments - (3,886,737)
Net cash used in investing activities (69,953,851) (50,712,471)
CASH FLOWS FROM FINANCING ACTIVITIES
Banks overdraft 32,072,943 15,534,923
Term loans, net 31,140,691 30,702,250
Related parties 937,054 9,765,055
Finance lease, net (1,927,728) {1,792,954)
Board Compensations (960,000) {900,000
Dividends paid (20,000,000) (40,000,000)
Foreign currency translation reserve (1.086,977) 740,849
Non-controlling interest . (2,109.944) 354,532
Net cash generated from financing activities 39,026,039 14,404,655
Net decrease in cash and cash equivalent (5,756,701) (3,047,019)

Cash and cash equivalent at the beginning of the period 23,446,823 26,397,041
Cash and cash equivalent at the end of the period 17,690,122 23,350,022
Nen cash transaction during the period: 2017 2016
Transfer to property and equipment 3.828.215 -
Property and equipmerit owned by capital lease - 27,500,000

Croasd 7 (i)

Mostafa Abdul Hameed
Chief Financial Officer

Alwaleed A, Aldryaan Abdulaziz Hammad Al-Bulaihid
Chief Executive Officer Chairman

The attached notes from 1 to 16 form an integral part of these condensed consolidated interim financial statements.
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AL KHALEEJ TRAINING AND EDUCATION COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
30 September 2017

i

ACTIVITIES

Al Khaleej Training and Education Company (“the Company™) is a Saudi Joint Stock Company registered under
commercial registration number 1010103367 dated 30 Jamada Al Awal 1413H (corresponding to 24 November
1992). The head office is located at Otaya area, Riyadh.

The Company is engaged in the training services for computer and related electronics services, establishment and
constructions of schools and cafeterias, teaching English language, holding training courses, operation
maintenance and computer softwares, installation of networks, infrastructures, communication systems, call
centers and technical supports. The Extraordinary General Assembly held on 19 Rajb 1438H corresponding to
16 April 2017, agreed the amendment of the company's By-Law to be in accordance with the new Regulations
for Companies and the Article of Association has been amended and issued.

The following is the list of subsidiaries included in these consolidated financial statements which provide training
services. The ownership percentages below as of 30 September 2017, 31 December 2016 and 1 January 2016:

Country of Direct / indirect
Subsidiary companies incorporation ownership
Fast Lane Group (Fast Lane Consultancy duty free —LTD.} United Arab Emirates 80%
Al Khalegj Training and Information Technology Company  Egypt 57 %
Online Trading Academy Duty free — LTD. United Arab Emirates 100%
E-Arts Consuiting * United Arab Emirates 60%
Applied Digital Media Services Company United Arab Emirates 90%
Franklin Covey Middle East Company and its subsidiaries ~ United Arab Emirates 51%
Linguaphone Limited Company United Kingdom 1060%
Jobzella Egypt 60%

* The operating activities have stopped at E-Aris Consulting Company, and it is now in liquidation phase.

The Company also has a 50% interest in Al Khaleej Training and Education Company and Al Alamiah Education
and Training Company (the joint Project), jointly contrelled entity, which is involved in providing training
services in computer and related electronics services and the maintenance thereof, the operating activities have
stopped in the project and it will be closing after the collection of outstanding receivables in the project.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

Applied accounting standards

The condensed consolidated interim financial statements for the Nine months ended 30 September 2017 have
been prepared in accordance with International Accounting Standard 34 “Interim Financial Reporting™ endorsed
in the Kingdom of Saudi Arabia.

For all periods up to and including the year ended 31 December 2016, the Group prepared its financial statements
in accordance with accounting standards generally accepted in the Kingdom of Saudi Arabia. These condensed
consolidated interim financial statements for the Nine months ended 30 September 2017 are the Third the Group
has prepared for a part of the period covered by the annual financial statements which wili be prepared in
accordance with International Financial Reporting Standards {(IFRS) endorsed in the Kingdom of Saudi Arabia
and other standards and pronouncements issued by the Saudi Organization for Certified Public Accountants
{SOCPA). Accordingly, IFRS 1 “First Time Adoption” has been applied. The condensed consolidated interim
financial statements do not include all the information and disclosures required in the annual financial statements,
and should be read in conjunction with the Group’s annual financial statements as at 31 December 2017.
Accounting policies applied in the preparation of these financial statements are the same policies applied in the
preparation of condensed consolidated interim financial statements as at and for 31 March 2017 and 30 June
2017. The Company has applied the same accounting policies consistently to all periods presented.




AL KHALEE] TRAINING AND EDUCATION COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
30 September 2017

2
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BASIS OF PREPARATION OF FINANCIAL STATEMENTS (CONTINUED)

Base of measurement

The condensed consolidated interim financial statements have been prepared on a historical cost basis, except for
available of sale investment that have been measured at fair value,

Presentation and functional eurrency

The condensed consolidated interim financial statements are presented in Saudi Riyals which is the functional
currency of the Company.

Basis of consolidation

The condensed consolidated interim financial statements comprise of the condensed consolidated interim
statements of financial position, condensed consolidated interim statements of profit and toss, condensed
consolidated interim statements of changes in sharcholders’ equity and condensed consolidated interim
statements of cash flows and explanatory notes of the Group. Which include assets, liabilities and the vesult of
operations of the company and its subsidiaries as stated in note (1} above. The company and its subsidiaries
{collectively referred to as the Group).

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

The Group accounts for the business combinations using the acquisition method when control is transferred to
the Group. The consideration transferred in the acquisition is generally measured at fair value, as are the identified
net assets acquired. The excess of the cost of acquisition and fair value of Non-Controlling Interest (“NCI”} over
the fair value of the identifiable net assets acquired is recorded as goodwill in condensed consolidated interim
statement of Financial Position. NCI are measured at their proportionate share of the acquiree’s identifiable net
assets at the date of acquisition. The portion of profit or loss and net assets not controlled by the Group are
presented separately in the condensed consolidated interim statement of profit or loss and within equity in the
condensed consolidated interim statement of financial position.

Intra-group balances and transactions, and any unrealised profit and loss arising from intragroup transactions, are
eliminated. Accounting policies of subsidiaries are aligned, where necessary, to ensure consistency with the
policies adopted by the Group. The Company and its subsidiaries have the same reporting periods.

SIGNIFICANT ACCOUNTING POLICIES

Use of judgments, estimates and significant accounting assumptions

The preparation of the condensed consolidated interim financial statements (“financial statements™) according to
IFRS as endorsed in the Kingdom of Saudi Arabia, require management to make judgments, estimates and.
assumptions that affect the application of policies and reporied amounts of assets, liabilities, contingent assets
and liabilities, income and expenses at the date of condensed consolidated interim financiat statements during
the report period.  Although these estimates are based on management’s best knowledge of current events and
actions, actual results ultimately may differ from those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimates are revised and in future periods affected.

Information about significant areas of estimation, uncertainty and critical judgements in applying accounting
policies that have significant effect on the amounts recognized in the financial statements are as follows:




AL KHALEEJ TRAINING AND EDUCATION COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
30 September 2017 ’

3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Actuarial valuation for employees end of services Habilities

The present value of the obligation depends upen a number of factors that are determined on actuariaf basis using
a number of assumptions. Further, obligation determined requires assumptions to be made for future outcome
which mainly includes increase in salaries and benefits, discount rate used to convert future cash flows to present
values. Any changes in these assumptions will impact the carrying amount of the obligation. Underlying
assumptions are disclosed in note 11.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events,
it is probabile that an outflow of resources will be required to settle the obligation and a reliable estimate can be
made of the amount of the obligation.

Estimate of useful life, rate of depreciation, depreciation method and residual values of property
and equipment

Management reviews its estimate of the useful lives of depreciable assets, rate of depreciation, depreciation
method, and residual value used in the caleulation of depreciation at each reporting date, based on the expected
utility of the assets. Uncertainties in these estimates relates to technological obsolescence that may change utility
of assets. The Group did not include any residual value of the assets on the transition as tnsignificant, and in line
with the opinion of the Saudi Accounting Standards Committee of Saudi Organization for Certified Public
Accountanis that the companies on the transition date to IFRS should not adjust the carrying amount of assets
that were depreciated in accordance with the Saudi Standards even if that amount reaches zero, uniess there isa
clear error in estimating the useful life of those assets.

Impairment of financial assets

A provision for impairment in financial assets is established when there is an objective evidence that the Group
will not be abie to collect all amounts due according to the original terms of the agreement. Si gnificant financial
difficulties of the debtor, probability that the debtor will enter bankruptey or financial reorganization, and default
or delinquency in payments are considered indicators of objective evidence that the trade receivable is impaired.
For significant individual amounts, assessment is made on an individual basis, Amounts which are not
individually significant, but are overdue, are assessed collectively and a provision is recognized considering the
length of time considering past recovery rates.

Net realizable value of inventories

The management makes a provision for slow moving and obsolete inventory items. Estimates of net realizable
value of inventories are based on the most reliable evidence at the time the estimates are made, and provide a
provision for slow moving and obsolete inventory.

Fair value measurement

Management uses valuation techniques to determine the fair value of financial instruments (where active market
quotes are not available). This involves developing estimates and assumptions consistent with how markes
participants would price the instrument. Management bases its assumption on observable data as far as possible
but this is not aiways available. In that case management used the best information available. Estimated fair
values may vary from the actual prices that would be achieved in an arm’s length transaction at the reporting
date.

Classification of investments

On acquisition of an investment, management has to decide whether it should be classified as “af fair value
through profit or loss™, “available for sale” or as “loans and receivables”. in making that Jjudgment, the Company
considers the primary purpose for which it is acquired and how it intends to manage and report its performance.
Such judgment determines whether it is subsequently measured at cost or at fair value and if the changes in fair
value of instruments are reported in the statement of profit or loss or directly in equity.




AL KHALEEJ TRAINING AND EDUCATION COMPANY

{A. Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
30 September 2017

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Current versus non-current classification

The Group presents assets and [iabilities in the statement of financial position based on current/non-current
classification,

An asset is current when it is:

+  Expected to be realised or intended to be sold or consumed in the normal operating cycle

#  Held primarily for the purpose of trading

» - Expected to be realised within twelve months after the reporting period; or

»  Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least

twelve months after the reporting period.

Al other assets are classified as non-current.
A liability is current when:
s 1t is expected to be settled in the normal operating cycle
o Itis held primarily for the purpose of trading
+  Itis due to be settled within twelve months after the reporting period; or
¢ There is no unconditional right to defer the settlement of the liability for at least twelve months after the
reporting period

The Group classifies ail other liabilities as non-cusrent.

Property and equipment

Land held for use in production and administration is stated at cost. As no finite useful life for land can be
determined, related carrying amounts are not depreciated.

All other assets are recognized initially at acquisition cost, including any costs directly attributable to bringing
the assets to the location and condition necessary for them to be capable of operating in the manner intended by
the Company’s management, These assets are subsequently measured at cost less accumulated depreciation and
accumulated impairment losses if any.

Where major components of an item of property and equipment have different useful lives, they are accournted
for as separate items in property and equipment.

Subsequent expenditure is capitalized only when it increases the future economic benefits of the Group that can
be measured reliably. Finance costs on borrowings to finance the construction of the assets are capitalized during
the period of time that is required to complete and prepare the asset for its intended use.

Depreciation is charged to the profit and loss condensed consolidated interim statement on a straight-line basis
over the estimated useful lives of individual item of property and equipment. The estimated useful lives of assets
will be depreciated as follow:

Description Years

Buildings, 15-50

Furniture, office equipment and tools 4-9

Leasehold improvement 15 or less of the lease term
Vehicles 7

Assets acquired under financing leases 20

The carrying values of property and equipment are reviewed for impairment when events or changes in
circnmstances indicate that the carrying value may not be recoverable. If any such indication exists and where
the carrying values exceed the estimated recoverable amount, the assets are written down to their recoverable
amount, being the higher of their fair value less costs to sell and their value in use.

Capital work in progress at the end of the period includes certain assets acquired but not ready for the intended
use. These assets are transferred to related asset classes and depreciated when they are ready for use. Depreciation
method, residual value estimates and estimates of useful life are reviewed annually,

Gains or losses arising on the disposal of property and equipment are determined as the difference between the
disposal proceeds and the carrying amount of the assets and are recognized in condensed consolidated interim
statement of profit and loss within other income or other expenses.

9



AL KHALEEJ TRAINING AND EDUCATION COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
30 September 2017 :

3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Intangible assets (excluding goodwiil)

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses.
Internally generated intangible assets, excluding capitalised development cost, are not capitalised and
expenditure is reflected in the consolidated statement of profit or loss in the year in which the expenditure is
incurred. The useful lives of intangible assets are assessed to be either finite or indefinite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible assets may be impaired. The amortisation period and the
amortisation method for an intangible asset with a finite useful life is reviewed at least at the end of each reporting
period.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually either
individually or at the cash-generating unit level. The assessment of indefinite life is reviewed annually to
determine whether the indefinite life continues to be supportable. If not, the change in useful life from indefinite
to finite is made on a prospective basis.

Gains or losses arising from de-recognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognised in the condensed consolidated interim
statement of profit and loss when the asset is derecognised.

Changes in the expected useful life or the expected pattern of consumption of future economic benefits embodied
in the asset are considered to modify the amortisation period or method, as appropriate, and are treated as changes
in accounting estimates. The amortisation expense on intangible assets with finite lives is recognised in the
condensed consolidated interim statement of profit and loss in the expense category consistent with the function
of the intangible asset.

Inventories
Inventories comprise mainly books and educational curriculums distributed during courses. Inventories are

valued at the lower of cost OT net realisable value. Cost is determined on a weighted average basis, The Group
reviews the carrying amount of inventories on a regular basis and as appropriate, inventory is
written down to its net realizable value or provision is made for obsolescence if there is any
change in usage pattern and/ or physical form of related inventory.

Financial instruments
a) Financial assets
Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or
loss, loans and receivables, held-to~-maturity investments, or financial assets available-for-sale, or derivatives
as appropriate, The Group determines the classification of its financial assets at initial recognition,

All financial assets are recognised initially at fair value plus transaction cost exeept, in the case of financial
assets recorded at fair value through profit or loss.

The Group’s financial assets include cash and bank balances. accounts receivable. quoted and unquoted
financial assets available-for-sale, amounts due from related parties.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as described below:

Financial assets available-for-sale

Financial assets available-for-sale are non-derivative financial assets that are designated as available-for-
sale or are not classified as financial assets at fair value through the statement of profit or loss, financial
assets held-to-maturity or loans and receivables.

After initial measurement, financial assets available-for-sale are subsequently measured at fair value with
unreatised gains or losses being recognised as other comprehensive income in the cumulative changes in fair
value reserve untii the investment is derecognised at which time the cumulagive gain or loss is recognised in
the condensed consolidated interim statement of profit and loss. Investments whose fair value cannot be
reliably measured are carried at cost less impairment losses, if any.
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AL KHALEEJ TRAINING AND EDUCATION COMPANY

{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
30 September 2017

3  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)
Accounts receivable

Accounts receivables are shown at the balance due, net of any related deferred income and net of provisions for
amounts estimated to be uncollectible. Accounts receivable falling due within the twelve month period following
the reporting date are included in “Accounts receivable™ A provision for impairment is made when there is an
objective evidence that the Group will not be able to collect all of the amounts due under the original terms of
the invoice (such as the probability of insolvency or significant financial difficulties of the debtor). The carrying
amounts of the receivable are reduced through use of an allowance account, Impaired receivables are
derecognised when they are assessed as uncollectible.

De-recognition

A financial asset {(or, where applicable 2 part of 2 financial asset or part of a group of similar financial assets) is
derecognised when:
» The rights to receive cash flows from the asset have expired

¢ The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement; and either (a) the Group has transferred substantially alf the risks and rewards of the asset, or
(b) The Group has neither transferred nor retained substantially all the risks and rewards of the asset, but
has transferred control of the asset.
‘When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership. When it has
neither transferred nor retained substantiatly all of the risks and rewards of the asset nor transferred control of
the asset, the asset is recognised to the extent of the Group’s continuing involvement in the asset. In that case,
the Group aiso recognises an associated liability. The transferred asset and the associated liability are measured
on a basis that refiects the rights and obligations that the Group has retained. Continuing involvement that takes
the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of the
asset and the maximum amount of consideration that the Group could be required to repay.

b) Financial linbilities
Initial recognition and measurement

Financial Habilities within the scope of IAS 39 are classified as finaneial liabilities at fair value through the
statement of profit or loss, loans and borrowings, as appropriate. The Group determines the classification of its
filities at initial recognition.

Financial liabilities are recognised initially at fair value and in the case of loans and accounts pavable, net of
directly attributable transaction costs.

The Group's financial liabilities include accounts payable and accruals, amounts due to related
parties, due to banks and term loans.
Subsequent measurentent

The measurement of financial liabilities depends on their classification as described below:
Financial liabilities at fair value through the statement of profit or loss

Financial liabilities at fair value through the statement of profit or loss include financial Habilities held for trading
and financial liabilities designated upon initial recognition as at fair value through the statement of profit or loss.
The Group did not specify any liabilities of this classification,

Loans

After initial recognition, interest bearing loans are subsequently measured at amortised cost using the Effective
Interest Rate {("EIR™) method. Gains and losses are recognised in the condensed consolidated interim statement
of protit and loss when the liabilities are derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on gequisition and fees or costs that
are an integral part of the EIR. The EIR amortisation is included in finance costs in the condensed consolidated
interim statement of profit and loss.

De-recognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
‘When an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
de-recognition of the original Hability and the recognition of a new liability.

3!



AL KHALEET TRAINING AND EDUCATION COMPANY

{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
30 September 2017

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments - continued

The Difference in the respective carrying amounts is recognised in the condensed consolidated interimn statement
of profit and loss.

¢} Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the condensed consolidated
interim statement of financial position if there is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to realise the assets and settle the liabilities
simuitaneously.

Employees’ end of service benefits

Employee benefits are payable to all employees employed under the terms and conditions of the Labor Laws
applicable on the Company and its subsidiaries, on termination of their employment contracts.

The Group's obligation in respect of defined benefit plan is calculated by estimating the amount of fisture benefits
that employees have earned in current and prior periods and discounting that amount to arrive at present value.

Group sets the assumptions used in determining the key elements of the costs of meeting such future obligations.
These assumptions are set after consultation with the Group's actuaries and include those used to determine
regutar service costs and the financing elements refated to the liabilities. The calculation of defined benefit
obligation is performed by a qualified actuary using the projected unit credit method.

Re-measurement of defined benefit fiability, which comprise of actuarial gains and losses are recognised
immediately in condensed consolidated interim statement of comprehensive income. The Group determines net
interest expense on the defined benefit obligation for the period by applying the discount rate used to measure
the defined benefit obligation at the beginning of the annual period to then-net defined benefit, taking into account
any change in the net defined benefit obligation during the period as a result of contributions and benefit
payments. Net interest expense and other expenses related to defined benefit plans are recognised in condensed
consolidated interim statement of profit or foss.

Statutory reserve

In accordance with Saudi Arabian Regulations for Companies, the company must set aside 10% of its net income
for the year till it has built up a reserve equal to 30% of the capital. The reserve is not available for distributions.

Zakat and income tax

Zakat and income tax provision is calculated in accordance with the regulations of the General Authority of Zakat
and income tax in the Kingdom of Saudi Arabia. Any differences in the estimate are recorded in the condensed
consolidated interim statement of profit and loss when the final assessment is approved, at which time the
provision is cleared.

Overseas subsidiaries provide for income tax liabilities, if any, in accordance with the regulations of the countries
in which they operate. Zakat and income tax provision is charged to the condensed consolidated interim
statement of profit and loss. .

Revenue recognition

Revenue represents the value of services rendered by the Group during the year, net of discounts. Revenue is
recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can
be reliably measured. Revenue is measured at the fair vaiue of the consideration received, excluding discounts,
rebates, and other sales taxes or duty.

Other revenues are recognised when the related services are rendered, and classified as other income in the
condensed consolidated interim statement of profit and loss.

Revenue and expense are presented in net only when permitted under IFRS, or the profit and loss arising from a
combination: of similar transactions.
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AL KHALEEJ TRAINING AND EDUCATION COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
30 September 2017

3  SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)
Leases

Finance leases are capitalized at the present value of the minimum lease payments at the inception of the lease
term and are disclosed as “assets held under finance leases™ under property and equipment, Lease payments are
apportioned between the finance charges and reduction of the lease liability so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance charges are charged directly to the condensed
consolidated interim statement of profit and loss.

Capitalised leased assets are depreciated over the lower of lease term or assets estimated useful life,

Operating tease receipts and payments are recognised as an income and expense in the condensed consolidated
interim statement of profit and loss. on a straight line basis over the lease term.

Expenses

Seiling and marketing expenses are those which specifically relate to salesmen, promotions, advertising and
marketing as well as provision for doubtful debts. All other expenses are classified as generat and administration
expenses,

Foreign currencies
Transactions

Transactions in foreign currencies are recorded in Saudi Riyals at the rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling
at the balance sheet date. All differences are taken to the condensed consolidated interim statement of profit and
loss.

Foreign currency translation

The financial statements of overseas subsidiaries' operations are translated into Saudi Riyals using the exchange
rate at each balance sheet date, for assets and liabilities, and the average exchange rate for each year for revenues,
expenses, gains and losses. Components of equity, other than retained earnings, are translated at the rate ruling
at the date of occurrence of each component. Translation adjustments are recorded as a separate component of
shareholders’ equity.

Cash dividends and non-cash dividends to shareholders of the parent company

Cash or non-cash dividends to sharcholders of the parent company are recognized as a liability when the
distribution is approved. According to the Regulations for Companies in the Kingdom of Saudi Arabia, dividends
are approved upon approval by shareholders. The dividend amount is directly deducted from equity and
recognized as a liability.

Non-monetary dividends, if any, are measured at the fair vatue of the assets to be allocated and the fair value re-
measurement is recognized directly in equity. When a non-cash asset is distributed, any difference between the
carrying amount of the Jiability and the carrying amount of the asset is recognized in the condensed consolidated
interim statement of profit and loss.

Segmental information

A segment is a distinguishable component of the Group that is engaged either in providing products or services
(2 business segment) or in providing products or services within a particular economic environment (a geographic
segment), which is subject to risks and rewards that are different from those of other segments. Because the
Company carries out majority of its activities in the Kingdom of Saudi Arabia, reporting is provided by business
segment only.

4 NEW STANDARDS, AMENDMENTS AND STANDARDS ISSUED AND NOT YET EFFECTIVE

New standards, amendment to standards and interpretations

The Group has adopted, as appropriate, the following new and amended international standards, effective 1
January 2017:

1) Disclosure initiative (Amendments to IAS 7)

The amendments require disclosures that enable users of financial statements to evaluate changes in liabilities
arising from financing activities, including both changes arising from cash flow and non-cash changes,

Group’s financing activities, as disclosed in condensed consolidated interim statement of cash flows, represents
only cash flow changes, except for finance cost paid for which non cash change is reflected in cash flow from
operating activities.
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AL KHALEEJ TRAINING AND EDUCATION COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
30 September 2017

4

New Standards, Amendments And Standards Issued And Not Yet Effective {Continued)

2) Recognition of deferred tax assets for unrealised losses {Amendments to IAS 12)
The amendments clarify the accounting for deferred tax assets for unrealised tosses on debt instruments measured
at fair value.

The Group does not hold any debt instruments measured at fair value; therefore, there is no impact of this
amendment on CONDENSED CONSOLIDATED INTERIM financial statements.

3) Annual Improvements to IFRSs 2014-2016 Cycle (Amendments to IFRS 12 Disclosure of Interests in
Other Entities)

The amendments clarify that disclosure requirements for interests in other entities also apply to interests that are
classified as held for sale or distribution. There is no impact of this amendment on CONDENSED
CONSOLIDATED INTERIM financial statements.

Standards issued but not vet effective

Following are the new standards and amendments 1o standards that are effective for annual periods beginning
after 1 January 2018 and earlier application is permitted; however, the Group has not early adopted them in
preparing these CONDENSED CONSOLIDATED INTERIM financial statements:

1} IFRS 15 Revenue from confracts with customers
IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is
recognised. It replaces existing revenue recognition guidance, including IAS 18 Revenue, IAS 11 Construction
Contracts and IFRIC 13 Customer Loyalty Programmes.

2) IFRS 9 Financia! instruments
In July 2014, the International Accounting Standards Board issued the final version of IFRS 9 Financial
Instruments. IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early adoption
permitted.

Classification — Financial assets

IFRS 9 contains three principal classification categories and new measurement approach for financial assets that
reflects the business model in which assets are managed and their cash flow characteristics.

The principal classification categories for financial assets are: measured at amortized cost, fair value through
other comprehensive income (FVOCI) and fair vatue through profit or loss (FVTPL). The standard eliminates
the existing IAS 39 categories of held to maturity, loans and receivables and available for sale.

Under IFRS 9, derivatives embedded in contracts where the host is 2 financial asset in the scope of the standard
are never bifurcated. Instead, the hybrid financial instrument as a whole is assessed for classification.

Impairment — Financial assets and contract assets

IFRS 9 replaces the "incurred loss” model in IAS 39 with a forward-looking “expected credit loss’ (ECL) model.
This will require considerable judgment as to how changes in economic factors affect ECLs, which will be
determined on a probability-weighted basis. The new impairment model wiil apply to financial assets measured
at amortized cost or FVOCI, except for investments in equity instrumments, and to contract assels.

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

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

- Lifetime ECLs are those that result from all possible default events over the expected life of a financial
instrument.
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AL KHALEEJ TRAINING AND EDUCATION COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
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4

3)

New standards, amendments and standards issued and not yet effective (continued)
2) IFRS 9 Financial instruments (continued)

Lifetime ECL measurement applies if the credit risk of a financial asset at the reporting date has increased
significantly since initial recognition and 12-month ECL measurement applies if it has not. An entity may
determine that a financial asset’s credit risk has not increased significantly if the asset has low credit risk at the
reporting date. However, lifetime ECL measurement always applies for trade receivables and contract assets
without a significant financing component; an entity may choose to apply this policy also for trade receivables
and contract assets with a significant financing component.

Classification — Financial Jiabilities
IFRS 9 largely retains the existing requirements in IAS 39 for the classification of financial liabilities.

However, under IAS 39 all fair value changes of liabilities designated as at FVTPL are recognized in profit or

loss, whereas under IFRS 9 these 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 lability is presented
in OCL

- the remaining amount of change in the fair value is presented in profit or loss.

Hedge accounting

When initially applying IFRS 9, the Group may choose as its accounting policy to continue to apply the hedge
accounting requirements of IAS 39 instead of the requirements in IFRS 9. IFRS 9 will require the Group to
ensure that hedge accounting relationships are aligned with the Group's risk management objectives and strategy
and to apply a more qualitative and forward-tooking approach to assessing hedge effectiveness. IFRS 9 also
introduces new requirements regarding rebalancing of hedge relationships and prohibiting voluntary
discontinuation of hedge accounting. Under the new model, it is possible that more risk management strategies,
partticularly those involving hedging a risk component (other than foreign currency risk) of a non-financial item,
will be likely to qualify for hedge accounting.

Under IAS 39, for all cash flow hedges, the amounts accumulated in the cash flow hedge reserve are reclassified
to profit or loss as a reclassification adjustment in the same period as the hedged expected cash flows affect
profit or loss. However, under IFRS 9, for cash flow hedges of foreign currency risk associated with forecast
non-financial asset purchases, the amounts accumutated in the cash flow hedge reserve and the cost of hedging
reserve will instead be included directly in the initial cost of the non-financial asset when it is recognized.

Disclosures _
IFRS 9 will require extensive new disclosures, in particutar about hedge accounting, credit risk and expected
credit losses.

IFRS 16 1 eases

IFRS 16 introduces a single, on-balance lease sheet accounting model for lessees. A lessee recognizes a right-
of-use asset representing its right to use the underlying asset and a lease liability representing its obligation to
make lease payments. There are optional exemptions for short-term leases and ieases of low value items. Lessor
accounting remains similar to the current standard —i.e. lessors continue to classify leases as finance or operating
leases.

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

The standard is effective for annual periods beginning on or after 1 January 2019, Early adoption is permitted
for entities that apply IFRS 15 Revenue from Contracts with Customers at or before the date of initial application
of IFRS 16,
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4

New standards, amendments and standards issued and not yet effective (continued)

3)

4)

)]

IFRS 16 Leases

Determining whether an arrangement contains a lease

On transition to IFRS 16, the Group can choose whether to:

- Apply the IFRS 16 definition of a lease to all its contracts; or

- Apply a practical expedient and not reassess whether a contract is, or contains, a lease.

Annual improvements to IFRSs (2014-2016 cycle ) :

~ IFRS 1 First-time adoption of IFRS - Outdated exemptions for first-time adopters of {FRS are removed.
Effective for annual periods beginning on or after 1 January 2018.

- IAS 28 Investments in Associates and Joint Ventures - A venture capital organization, or other qualifying
entity, may elect to measure its investments in an associate or joint venture at fair value through profit or
toss. This election can be made on an investment-by-investment basis.

A non-investment entity investor may elect to retain the fair value accounting applied by an investment entity
associate or investment entity joint venture to its subsidiaries. This election can be made separately for each
investment entity associate or joint verture. Effective retrospectively for annual periods beginning on or
after 1 January 2018; early application is permitted.

Other Amendinents

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

- Classification and Measurement of Share-based Payment Transactions (Amendments to IFRS 2).

- Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to
iFRS 10 and IAS 28).

- Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts {Amendments to IFRS 4)
Amendments respond to industry concerns about the impact of differing effective dates.

- Transfers of Investment Property (Amendments to TAS 40) A property asset is transferred when, and only
when, there is evidence of an actual change in its use.

- IFRIC 22 Foreign Currency Transactions and Advance Consideration - clarifies the transaction date used
to determine the exchange rate.
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AL KHALEEJ TRAINING AND EDUCATION COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
30 September 2017

S PROPERTY AND EQUIPMENT

For the Nine
months ended 30 For the year ended
September 2017 31 December 2016
SR SR

Balance at 1 January 681,928,835 618,980,563
Additions during the period/year 72,796,436 123,132,315
Depreciation during the period/year (17,616,337 (23,661,208)
Net book value of disposed property and equipiment -- (36,522 835)
737,108,934 681,928,835

6 TRADE RECEIVABLES, PREPAYMENTS AND OTHER RECEIVABLES

Included in trade accounts receivable are amounts totaling SR 323 million (31 December 2016: SR 233
millien. 1 January 2016: SR 225 miliions) due from government and quasi-governrment institution in which
balance of SR 84 million due over one year as of 30 September 2017 (31 December 2016: SR 80 millions.]
January 2016: SR 42 millions). The management believes the whotly collectability of these amounts. In the
cstimation of the Group's management, it is expected that uncollectible receivables will be collected. The
Group does not obtain guarantees against these receivables.

Movements in the Provision for doubtful debts were as follows:
For the Nine months
ended 30 September For the year ended 31

2017 December 2016
SR SR
Balance at 1 January 10,313,354 10,119,000
Charge for the period/year 3,550,000 7,640,669
Amounts written off during the period/year {3,889,315) (7.446,315)
9,974,039 10,313,354

7 RELATED PARTIES TRANSACTIONS

For the Nine months

For the Nine months

ended 30 September ended 30 September
2017 2016
Related party Natitre of transactions SR SR
Companies owned by directors  Rent as Iessee 885,000 885,000
Rent as Lessor 1,045,000 1,045,000

Amounts due from / to related parties are shown in the assets and liabilities in the consolidated balance sheet
respectively.

Transactions with related parties are made on terms similar to those prevailing in normal transactions,
Balances due at the end of each year are unsecured and do not bear commissions and are settled in cash.
There are no guarantees from or to the related parties. For the period ended 30 September 2017, the Group
has not recorded any impairment loss on amounts due from related parties (31 December 2016: nil). Valuation
of impairment is performed every financial year by examining the financial position of the related entity and
the market in which the entity is involved.

8 SHARE CAPITAL

The company’s capital consists of 40 Million shares as at 30 September 2017 (31 December 2016: 40 Million
shares) of SR 10 each,

9 CREDIT FACILITIES

The Company has obtained loans facilities from local banks to finance its working capital requirements. These
are secured by promissory notes and personal guarantees from some major shareholders and accrue
commission at cotmmercial prevailing rates.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTINUED)
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10 FINANCE LEASE OBLIGATIONS

The obligations resulting from the acquisition of assets through finance leases, and consists of the following:

a) Lased computers from 3 to 4 years.

b) Leased building through sale and lease back. As the Company has completed, on 15 September 2015, the

sale of a newly constructed management building in Al-Ghadeer area in Riyadh, the cost of which is
approximately SR 58.9 miltion, to Manafe’ Holding Company, at a selling price of SR 75 million, in order
to finance the Company’s expansion in educational projects. And leased back the building for 20 years
ending in the year 2034, Gain from the sale transacticn, amounting to approximately SR 16 million, were
deferred in accordance with the requirements of the Standard of Accounting for Ieases issued by the Saudi
Organization for Certified Public Accountants, and wilt be recognized in subsequent periods in correlation
with depreciation, as the leaseback was classified as a finance lease. During the year 2016 the rental value
of the land for the building was separated where the building was classified as finance lease (with present
value of SR 48.7 million) and the rent land was classified as operating lease. It has been recognized an
amount of SR 200,937 as gains from the sale of the bujlding in the condensed consolidated interim statement
of profit and loss during the period (2016: SR 200,937).

Schools leased building in Dammam. on 25 August 2016 the Company has signed a contract with
Mohammed Abdulaziz Al Rajhi & Sons Investment Company, to lease Al Ishraq Building Schools for 20
years. The building lease was classified as a finance lease {with present value SR 17.8 million) and the rent
land was classified as operating lease.

The following table represents the minimum lease payments for the years after the date of the financial
position, and in total:

Computers Building Total
SR SR SR
2017 250,053 1,806,629 2,056,682
2018 714,388 5,330,440 6,044,828
2019 212,220 5,330,440 5,542,660
2020-2036 - 94,956,755 94,956,755
1,176,661 107.424 264 108,660,925

11 Employees® end of service benefits

The Group manages the end of service benefits program for its employees in accordance with the
requirements of the Labor Law in the Kingdom of Saudi Arabia. The movement in the provision for
employees' end of service benefits for the period / year is based on actuarial assumptions, the most important
of which is the use of a discount rate of 2.5% and an actual salary increase rate of 1.5%:

For the Nine For the year For the Nine
months ended ended 31 months ended
30 September December 30 September
2017 2016 2016
SR SR SR
Balance at 1 January 43,801,134 47423473 47423473
Cost of service and interest included in profit or loss 7,981,842 13,788,877 10,349,575
The actuarial profit included in comprehensive
income ' - {2,610,943) (890,587)
Paid during the period/year {5,790,692) (14,800,273) {9,262,894)
45,992,284 43,801,134 47,619,567
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12 EARNING PER SHARE

Earnings per share is catculated by dividing the profit for the period attributable to equity hoiders of the
Parent Company by the weighted average number of ordinary shares during the period. Diluted earnings per
share does not apply to the Group. Earnings per share from continuing operations is not presented because
there are no discontinued operations during the period.

For the Three month perieds For the Nine month periods
ended ended
30 September 30 September 30 September 30 September
2017 2016 2017 2016
5R SR SR SR
Income for the pericd 20,903,517 19,981,445 37,863,706 24,592,585
Weighted average number of ordinary shares 400,000,000 400,000,000 400,000,060 400,000,000
Earnings per share 0.52 0.49 0.94 0.61

13 SEGMENT INFORMATION

The segmental information are attributable to the Company’s activities and business as approved by the
Group management to be used as a basis for the financial reporting and consistent with the internal reporting
process.

The segment results and assets comprise items that are directly attributable to certain segment and items that
can reasonably be allocated between business segments,

The Group is organised into following main business segments:

i- Computer
Serves individual and corporate segments. Individual segment incorporates training courses with
pericd from 3 month to two years diplomat. Corporate segment incorporates all advanced
programming, networking and computer solutjions. The Group follows the global methodology of
New Horizon Company, of which the Group owns the franchise in the Middle East Region.

2- Language
Provides training courses in English language, consisting of 6 levels. The courses are held over a
period of 2 to 14 months. The Group foilows the global methodology of Direct English Company,
of which the Group owns the franchise in the Middle East Region.

3- Educational projects
This segment represents the educational projects related to universities and the Ministry of
Education, including operating the orientation vears for several Saudi universities. These projects
are focused on providing the academic staff for the orientation years according to scientific basis
and standards set by the universities, and managing these human resources for the universities.

4- Financial and management training

This segment aims te provide trainees with information and various skilis and up-io-date methods
in relation to their jobs, and fo improve and develop their abilities and skilis. This includes
development courses in management, leadership, stock trading and others, improving their
efficiency and productivity through international certifications.

S Communication centers

This segment provides management and operating services of customer services centers via
telephone for a number of companies and bodies.

6- Schools

This segmeni is engaged in incorporating private educational schools for (boys / girls) inside the
Kingdom of Saudi Arabia.
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13 SEGMENT INFORMATION - continned

Finaneial and
Educational management  Communicati .
Computer  Language projects training on center Schools Total
SR SR SR SR SR SR SR
30 September 2017
Revenues 70,101,539 70,522,261 48832874 40,886,050 229087421 67,318,064 526,748,209
Depreciation and amortization 4,063,552 2,289,194 1,650,805 1,608,765 2,113,601 6,305,768 18,031,685
;‘;""’e before zakat and income 2,529,582 9,968,407 1406592 2,616.788 20,284,189 2,058,148 38,863,706
Total assets 241,920,037 120,960,018 16,128,002 24,192,004 303,887,645 369,323,945 1,276.411,651
Total liabilities 49,129,369 26,600,686 3,546,758 5,320,137 85,088,314 558,447,642 728,132,906
Other
Capital expenditure 8,053471 3,112,673 415,023 622,535 4,124 438 56,468,296 72,796,436
30 September 2016
Revenues - 83,792,131 43,520,144 72,877,324 34,748,712 181,485,447 46,797,957 463,221,715
Depreciation and amortization 4,423,939 2297715 3.847.674 1,834,614 2,041,881 5,403,200 19,849 923
Income before zakat and income 1,627,986 (4,597,081 2,811,672 3,863,335 18,768,485 3,219,109 25,693,506
tax
Total assets 289,123,720 144,561,860 19,274,914 28,912,372 227,514,057 475,125,524 1,184,512,447
Total liabilitics 91,897,474 45,948,737 6,126,498 9,189,748 46,818,167 467,147,662 667,128,286
Qther
Capital expenditure 5,497,253 2,748,627 366,484 549,725 1,845 434 36,945,011 47,952,534

Substantially, all the Group’s operating assets are located in the Kingdom of Saudi Arabia. H is not
meaningiul to disclose information to individual geographic areas.

14 FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

As stated in note 2-1, the CONDENSED CONSOLIDATED INTERIM financial statements for the nine
months ended 30 September 2017 are the third the Group has prepared for a part of the period covered by
the annual financial statements which will be prepared in accordance with International Financial Reporting
Standards (IFRS) endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued
by the Saudi Organization for Certified Public Accountants (SOCPA).

Accordingly, the Group has prepared the condensed consolidated interim financial statements that comply
with IFRS endorsed in the Kingdom of Saudi Arabia as at 30 September 2017, together with the comparative
condensed consolidated interim financial statements for the period ended 30 September 2016, the Group's
opening statement of financial position was prepared as at | January 2016, the Group’s date of transition to
IFRS. This note explains the principat adjustments made by the Group in restating its consolidated financial
statements in accordance with accounting standards generally accepted in the Kingdom of Saudi Arabia,
including the statement of financial position as at 1 January 2016 and the condensed consolidated interim
financial statements for the period ended 30 September 2016.

Exemptions applied

IFRS | allows first-time adopters certain exemptions from the retrospective application of certain
requirements under IFRS.
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14 FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

Ly

2

3

4)

(CONTINUED)
The Group has applied the following exemptions:

IFRS 3 Business Combinations has niot been applied to either acquisitions of subsidiaries that are considered
businesses under IFRS, or acquisitions of interests in associates and joint ventures that cccurred before 1
January 2016. Use of this exemption means that the carrying amounts of assets and liabilities in accordance
with accounting standards generally accepted in the Kingdom of Saudi Arabia, that are required to be
recognised under IFRS, is their deemed cost at the date of the acquisition. After the date of the acquisition,
measurement is in accordance with IFRS. Assets and Habilities that do not qualify for recognition under
IFRS are excluded from the opening IFRS statement of financial position. The Group did not recognise or
exclude any previously recognised amounts as a result of IFRS recognition requirements,

IFRS 1 aiso requires that the carrying amount of goodwill in accardance with accounting standards generally
accepted in the Kingdom of Saudi Arabia must be used in the opening IFRS statement of financial position
(apart from adjustments for goodwill impairment and recognition or derecognition of intangible assets). In
accordance with IFRS 1, the Group has tested goodwill for impairmeat the date of transition to IFRS. No
goodwill impairment was deemed necessary at T January 2016.

The Group has applied the transitional provision in IFRIC 4 Determining whether an Arrangement Contains
a Lease and has assessed ali arrangements based upon the conditions in place as at the date of transition.

The Group has applied the transitional provisions in IAS 23 Borrowing Costs and capitalises borrowing costs
relating to all qualifying assets after the date of transition. Similarly, the Group has not restated for borrowing
costs capitalised under accounting standards generally accepted in the Kingdom of Saudi Arabia on
qualifying assets prior to the date of transition to IFRS.

Estimates
Except for the described below, the estimates at 1 Janvary 2016 and at 31 December, 2016 are consistent

with those made for the same dates in accordance with accounting standards generally accepted in the
Kingdom of Saudi Arabia,
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14 FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

(CONTINUED)

Group reconciliation of equity as at 1 January 2016 (date of transition 1o IFRS)

IFRS
Notes SOCPA Remeasurements 1 January 2016
SR SR SR
ASSETS
Current assets
Cash and bank balances 26,397,041 - 26,397,041
Trade receivables , prepayment and other receivables 404,398,052 - 404,398,052
Unbilled revenues 10,248,454 -~ 10,248,454
Inventories 11,953,744 -~ 11,953,744
Due from related parties 5,181,800 - 5,181,860
458,179,091 -- 458,179,091
Non-current assets
Available for sale investments 18,759,045 - 18,759,045
Advance on account of investments 1,126,800 -- 1,126,800
Property and equipment A 617,280,491 1,700,072 618,980,563
Intangible assets - 35,471,901 - 35,471,961
672,638,237 1,700,072 674,338,309
Total assets 1,130,817,328 1,700,072 1,132,517,400
OWNERS’ EQUITY AND LIABILITIES
Owners’ equity
Share Capital 400,000,000 - 400,000,600
Statutory reserve 63,577,698 -- 63,577,698
Retained earnings A&B 62,562,539 (3,792,740) 58,769,799
Foreign currency transiation reserve (1,210,565) -~ (1,219,565)
Total Shareholders’ Equity 524,929,672 (3,792,740) 521,136,932
Non-controlling interest 11,459,263 -- 11,459,263
Total Owners® Equity 536,388,935 (3,792,740) 532,596,195
Lizbilities
Current liabilities
Banks overdraft 53,474,817 - 53,474,817
Short term loans 168,000,000 - 168,000,000
Current portion of long term loans 80,059,494 - 80,059,494
Deferred gain from sale of property and equipment - current portion 803,748 -- 803,748
Current portion of finance lease obligations 3,482 993 - 3,482,993
Trade and other payables 39,505,576 - 39,505,576
Due to refated parties 4,799,153 - 4,799,153
Zakat arxd income tax payable 3,386,113 - 3,386,113
353,511,894 - 353,511,894
Non-current labilities
Long term loans 114,050,389 - 114,050,389
Deferred gain from sale of property and equipment — non-current portion 14,869,342 — 14,869,342
Finance lease obligations 70,066,107 - 70,066,107
Employees™ end of service benefits B 41,930,661 5,492,812 47,423,473
240,916,499 5,492,812 246,409311
Total liabilities 594,428,393 5,492,812 599,921,205
Total owners’ equity and liabilities 1,130,817,328 1,700,072 1,132,517,400
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14 FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

{CONTINUED)

Group reconciliation of equity as at 31 December 2016

IFRS
Notes 31 December
SOCPA Remeasurements 2016
SR SR SR
ASSETS
Current assets
Cash and bank balances 23,446,823 - 23,446,823
Trade receivables, prepayments and other receivables 368,632,956 - 368,632,956
Unbilled revenues 3,943,573 - 3,943,573
Inventories 13,972,131 wr 13,972,131
Due from related parties 1,247,685 - 1,247,685
411,243,168 - 411,243,168
Non-current assets
Available for sale invesiments 18,759,045 - 18,759,045
Property and equipment A 680,271,899 1,656,936 681,928,835
Intangible assets 13,229,800 - 38,229,800
737,260,744 1,656,936 738,917,680
Total assets 1,148,503,912 1,656,936  1,150,160.848
OWNERS® EQUITY AND LIABILITIES
Owners’ equity
Share Capital 400,000,000 - 460,000,000
Statutory reserve 67,932,827 an 67,932,827
Retained earnings A&B 60,858,695 (2,737,613) 58,121,082
Foreign currency translation reserve (1,113,749) - (1,113,749
Total Shareholders’ Equity 527,677,773 (2,737,613} 524,940,160
Non-controlling interest 9,571,800 -- 9,571,860
Total Owners® Equity 537,249,573 (2,737,613) 534,511,960
Liabilities
Current liabilities
Banks overdraft 36,676,467 -- 36,676,467
Short term loans 203,000,000 -~ 203,000,000
Currens portion of long term loans 46,187,461 - 46,187,461
Deferred gain from sale of property and equipment — current portion 803,748 - 803,748
Current portion of finance lease obligations 2,624,556 - 2,624,556
Trade and other payables 34,859,835 -- 34,859,835
Due to related parties 4,874,643 - 4,874,643
Zakat and income tax payable 3,764,186 -~ 3,764,180
332,790,896 - 332,790,896
Noen-current liabilities
Long term loans 163,112,063 n- 163,112,063
Deferred gain from sale of property and equipment — non current portion 14,065,594 — 14,065,594
Finance lease obligations 61,879,201 - 61,879,201
Employees” end of service benefits B 39,406,585 4,394,549 43,801,134
278,463,443 4,394,349 282,857,992
Total Habilities 611,254,339 4,394,549 615,048,888
Total owners’ equity and lLiabilities 1,148,503.912 1,656,936  1,150,160,848
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14 FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS
(CONTINUED)
Group reconciliation of total comprehensive income for the Nine months ended 30 September 2016
IFRS
for the Nine
month periods
ended 30
September
Notes SOCPA Remeasurements 2016
SR SR SR

Revenues 463,221,715 - 463,221,715
Cost of revenues B (366,368,490} {322,796) (366,691,286) '
GROSS PROFIT 96,853,225 (322,796} 96,530,429
Seiling and marketing (29,966,205) - {29,966,205)
General and administration A&B (37,838,469 (56,649)  (37,895,118)
TOTAL EXPENSES (67,804,674) (56,6049)  (67.861,323)
INCOME FROM MAIN OPERATIONS 29,048,551 (379,445) 28,669,106
Financial charges (11,788,593) - (11,788,593)
Other income, net 8,812,993 - 8,812,993
INCOME BEFORE NON CONTROLLING INTRESTS ZAKAT AND
INCOME TAX 26,072,951 (379,445) 25,693,506
Non-controiling interest (242,593} - (242,593)
INCOME BEFORE ZAKAT AND INCOME TAX 25,830,358 (379,445) 24,450,913
Zakat and income tax . (1,100,921) -~ (1,160,921}
NET INCOME FOR THE PERIOD 24,729,437 (379.445) 24,349,992
OTHER COMPREHINSIVE INCOME
Foreign currency translation reserve C -- 1,334,994 1,334,994
TOTAL INCOME AND OTHER COMPREHINSIVE INCOME 24,729,437 955,549 25,684,986

A)

B)

Property and equipment

1AS 16 requires that significant portions of property and equipment be depreciated separately. As at the date of
transition to IFRS, buildings have been separated into the building structure, elevators, major air conditioners
and other, The depreciation of each item separately resulted in a decrease in accumulated depreciation for the
periods up to 1 January 2016 amounting to SR 1,700,072 (with a corresponding increase in retained earnings as
at 1 January 2016) and an increase in depreciation for the year ended 31 December 2014 amounting to SR
43,136, distributed evenly between quarters by SR 32,352 for the nine months ended 30 September 2016.

Employees’ end of service benefits

1AS 19 “Employee Benefits” has been applied by calculating employees' end of service benefits based on the
actuarial calculation. The calculation resulied in an increase in the provision balance as at 1 January 2016
amounting to SR 5,492,812 (decrease in retained earnings at that date with the same amount). The study also
resulted in an increase in cost of service and interest cost for the year ended 31 December 2016 amounting to
SR 1,512,680 and actuarial profits amounting to SR 2,610,943, Actuarial gains amounting to SR 850,587 have
been recognized for the nine month period, as well as an increase in the cost of service and interest cost of SR
823,000 for the nine month period has been recorded, increasing end of service benefits by SR 347,093 of which
SR 322,796 for affected direct costs and SR 24,297 for genera! and administrative expenses.
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14 FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

(CONTINUED)

C) Foreign currency translation

15

it

Foreign exchange differences are included in other comprehensive income in the statement of comprehensive
income.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial liabilities of the Group consist of trade payable. other payables, loans, finance iease obligations and
due to related parties. Financial assets of the Group consist of bank balances, Trade receivables, prepayments
and other receivables, due from related parties and investments available for sale. The main financial risks
arising from the Group's financial instruments are credit risk, liquidity risk and fair value risk. Management
reviews and reconciles policies to manage these risks.

Credit risk is the risk that one party wilt fail to discharge an obligation and will cause the other party to incur
a financial loss. The Company has no significant concentration of credit risks, Cash and cash equivalents are
placed with national and international banks with sound credit ratings. Trade and other accounts receivable are
mainly due from large number of customers (corporations and individuals} as well as government institutions.
‘The Group limits its credit risk to customers by setting a credit limit for each customer and monitoring
outstanding accounts. Trade and other receivable are stated at their estimated realizable values,

Interest rate risk are the exposures to various risks associated with the effect of fluctuations in the prevailing
interes: rates on the Group's financial position and cash flows. The Group’s interest rate risk arise mainly from
short term bank debts and long term debts and finance lease obligations, which are at floating rates of interest.
All deposits and debts are subject to re-pricing on a regular basis. Management monitors the changes in interest
rates on a regular basis.

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments
associated with financial instruments. Liquidity risk may result from the inability to setl a financial asset quickly
at an amount close to its fair value, Liquidity risk is managed by monitoring on a regular basis that sufficient
funds are available to meet the Group's future commitments.

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Group's transactions are principally in Saudi riyal, United States dollar, Pound Sterling and
Arab Emirate Ditham. Other transactions in foreign currencies are not material. Currency risk is managed on
regular basis.

Fair value is the price that would be received to sell an asset or paid to transfer 2 liability in an orderly
transaction between matket participants at the measurement date. Differences between carrying amount and fair
vaiue estimates may arise. The definition of fair value is market-based measurement and assumptions used by
market participants

APPROVAL OF THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

The Board of Directors has approved the condensed consolidated interim financial statements on 11 Safar 1439
H {corresponding to 31 October 2017).
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