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To the Sharcholde ls ol'Saurli Cablc Cornparry
(Saudi .loint Stock Cionrparn,)
Jcddnh. Saucli Atabia

Sco;rc of rcvicrv

We have rcvierverl thc acconrpanyirrg irrlcrirn consoliclatcd balarrccshcet of'Saucli Cable (lornpnny(Sautli

Joint Stock Cornpany) (the "Conrpan)") and its subsicliaries (thc "Croup") as ol'Malch 31.20 l5 artd (hc lclatcd
intcrinr consolidatcd statenrent ol'opr"rrations, clranges in shareholders'cquit1, and cash llorvs for tlrc pcriocl

therr ended, atld noles I to l6 which fbrrn an integral parl of thcse interim corrsolidated linancial slaterncnts ils
prepared by the (iroLr;r and prescnletl to us rvitlr all necessary infirrmation nrtd explanatiorrs. l'ltcse interirn
consolidated linarrcial stalcnrelrts are thc rcsponsibility of tltc Croup'5 rnanagenlent.

We contluctcti our revicw irr accordarrce rvilh titc startdanl of rcview of lnterinr Firrnncial Reportirrg issLrcd hy

the Saudi Organizariorr fnr C'ertifiecl Prilrlic Accountants. A revicw ol intelirn corrsolidated financial slalenrents
cctrrsists principally of applying arralytical proccdures to financial data and irrforrrtation arrd making inquiries ol'
persolts lcsponsiblc lrrr financlal accounting rnalters, 'llte scope ofthc revicw is substantinlly lcss than an audit

conducted in accordance rvith auditing startdards generally ncceptcd in the Kingdorn tlf Saudi Arabia. thc

objectivc of rvhich is the cxprcssion of an opinion regarding thc financial statcmcnls takcn as a rvltolc.
Accordingly. rve do rrol exprcss such an opinion.

Ol)$crr,alions

'l'hc (irnu1: incurrer.l a ne t loss ol- Sl{. 7.94 nrillion tbr the tluec-nronlh pcriod ended Malclr 31. 20 l5
nnd. as ol'llrat rltlc thc (irorrp's crurcnt liabilitics cxcecdcd ils currcnt assets lry Slt 64(r, l2 rnillion and
it lras accurnrrliltecl klsscs ol'Slt J75.27 rnillion rvhich represcnt 4{/.rtr% ol'lhe shilru capital. 'l'he

ntarlflgcnrcnt has plcparcrd lbrcca$ts thnt prcdict prolitablc resrtlts lirr the 20 l5 financial ycar anrl

rvhiclr arc depcndcnt on succcsslirlly restructuring, itr loans nnd operations. "l'hc rqslructuring of lonns

Iras rrot llccrr conrplctcl.v llnalized arrcl ort April 7.20 l5 the Corrrpany signcrl rvitlr thrce olits lenders
irrdicativc tcrnrs to restructurc part ol'1olal indebtcrlness with tlrese threc lcndcrs olapproximatcly SR

640 rnillion plrrs acclued interest nncl wtrich are still subjecl tn review b1'the lcnders' lcgal counscl
and the Crurrpany sali$factorily mceting ccrtain ncw restructuring rcquircntcnts.

'[-lrc (iroup hns also an overdue loarr of approxirnalely Sl( 99.6 rnillion lbr which there is no agrccnrent
rvith tlrat lcnder tr-r rcslruclurc that loan arrd it hns alsu nol conrplietl with the covennlrts rel.rting t(l
loans o1'liR ll?.9 ruilliorr lvith arrother lendcr, which give lise to delaults relatirtg to celtain of the
Croup's borrorvings; ctrnscqur:rttly llte related lrortorvings hccorne repayablc orr clernand rvhich werc
rrot refleclcrl in thc prescr.rtalion ol'lhcsc loans os currenl liahilitics irr the accornpanying inlerirn
consolidatcd llnancial statenlents.

Me,nbe{ ol Oelorllrr Ttu(lE Tohrnntlu lmrted



REVIDW RIIPOIIT (continucd)

To the Shareholders of Saudi Clahle Company
(Saudi Joir* Stock Conrpany)
Jeddah, Saudi Ar':rllia

In expressirrg our conclusion, we havc considered the adequacy of thc disclosures made in thc

interinr corrsolidated lirrancial $tafensrlts concerning the possible outcome ol nteeting the new

restnrcturing requiretnents and of finalizing the reslructuring ol'the Group's loan obligations

tolalling approxinrately SR 1.2 billion as of March 31, 2015, As indicated in the preceding

paragraphs. whilst the Company has been able to secure indicativc terms for restructuring part of
the Group's loans from three of its lenders to restructure patt of approximately SR 1.2 hillion of
the total Group indebtedness subject to the satisfactory conclusion ofrequiretnents by the lenders

ancl the (iornpany, the outcome of which is still uncertain, the Company has also another overdue

anlout'lt for which no agreentcnt has yet bcen reached with that lortder to restrticture that loan and

nor has it becn able to obtain a rvaiver from another lender for the breach of loan covenant. Even

tholglr tlresc f'actors indicate the existence of uncertainties which tnay cast doubt on the Group's

ability to continue as a going concern, thc interim consolidated ltnancial $tatcments which have

been prepared on a going concem basis, the validily of which depends on successfully

rcstr.r.rcturirrg its fir.rancial and operational plans do not include any adjustments that would result

frorn a firilure to:

r Irinalisc on the signed indicativo l€rms to restruolure its loans with three ol'its lenders;
. 

lf:i:.'.1, 
a satislactory restructuring plan with another of its lenders on an overdue loan

Obrain a written waiver lrorn one more of its lenders lbllowing a breach of covenant.

The intcr.irl consolidaled linancial $latements and notes thcroto do not di$close thc details relating

to these lacts.

ii) Aclditionally, rve wcrc unable to obtain sufficient audit evidence in relation to the recoverability of
ol<J unbilled revet)ues of SR 55.6 million as disclosed in note 5 and ths cotnmercial and finarrcial

lbasibility of development cost of SR 52 million. Any adjustmcnt to this number would have a

colsequcnlial inlpact on the interim consolidated statelnetrts ofoperations, assets, liabilities and

the equity. Further, we w€re unable to obtairr nranagement representations relating to the above.

Review results

Based orr our review. cxcept lbr the elfects of mattcrs described in the observat.ion paragraphs mctrtioned

above, we are r10r awatc ol any niaterial modific.ations that should be tnade to the interirl consolidated

financial stateuletlts fbr rlrctn to bc in c<lnformity with accountirrg standards gerrcrally accspted in the Kingdoln

of Saudi Arabia.

Deloitte &'l'ouche

Certified Public Accoutrtant
Liccnse No. 296

I Rajab, 1436
April 20, 2015
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SAUDI CABLE COMPANY
(sAUDr JOINT STOCK COMPANY)

INTERIM COI{SOLIDATED BALANCE SHEET
AS OF MARCH 31,2015
(Expressed in thousand Saudi Riyals unless otherwise stated)

Note
2015

(Unaudited)
2014

(Unaudited)

ASSETS

Current assets
Cash and cash equivalents
Accounts receivable
Due from a related party
Prepayments and other receivables
Unbilled revenue
Inventories

Total current assets

Investments
Non-current portion of retentions receivable
Properly, plant and equipment
Investment properties
Deferred tax asset

Other intangible assets

Goodwill
Total non-current assets

TOTAL ASSETS

LIABILITIES AND EQUITY

Current liabilities
Short term loans
Accounts payable and other liabilities
Current porlion of long term loans

Current obligation under finance lease

Due to related parlies
Billing in excess of contract revenue
Advances from customers
Zakat and income tax

Total current liabilities

Non-current liabilities
Obligation under finance lease

Long term loans

Other long term liabilities
End-of-service i ndernnities

Total non-current liabilities

64,068
603,001

16537;
78,404

67,037
600,975

84
117,905
215,695
471,227357.705

1.268.555 t.478.923

424,065
44,948

748,659
30,482

4,222
60,825
74,216

3 83,879
57,389

808,428
32,058

3,800
I4,911
86"558

1,387,417 1,447,023

2,655,972 2.925.946

16

t6

768,495
691,271
192,008

7,011
39,689
34,177

113,292
68.730

923,709
643,623
161,805

7,173
36,1 88
13,981

146,843
53,820

1,914,673 1,987 ,142

t6
27,852

215,091

68"034

40,666
207,383

48,722
s9,212

310,977 355,983

The accompanying notes form an integral part of these interim consolidated financial statements
-3-



SAUDI CABLE COMPANY
(sAUDr JOINT STOCK COMPANY)

INTERIM CONSOLIDATED BALANCE SHEET - CONTINUED
AS OF MARCH 31,2OI5
Expressed in thousand Saudi Riyals unless otherwise stated

Equity
Share capital
Statutory reserve

Cumulative changes in fair values
Foreign currency translation reserve

Accumulated losses

Equity attributable to the shareholders of the parent

Non-controlling interest

Total Equity

TOTAL LIABILITIES AND EQUITY

2015 201 4

Note (Unaudited) (Unaudited)

7

8

9

760,000
63,432

(15,738)
(9,143)

G75,274\

760,000
63,432

(29,427)
(7,1 85 )

(206,718)

423,277

7,045

580,042

2,779

integral part ofthese interim consolidated
-4-

430.322 582,821

2,655,972 2,925,946

The accompanying notes form an financial statements



SAUDI CABLE COMPANY
(SAUDI JOINT STOCK COMPAI\D

INTERIM CONSOLIDATED STATEMENT OF OPERATIONS
THREE-MONTH PERIOD ENDED MARCH 31, 2015
(Expressed in thousand Saudi Riyals unless other"wise stated)

Three-month period
Note ended March 31

2015 2014
(Unaudited) (Unaudited)

Sales
Contract revenue

Total revenue

Cost of sales
Contract cost

Gross profit

General and administrative expenses

Selling and distribution expenses
Allowance for doubtful debts

Amorlization of other intangible assets

Loss from main operations

Fair value of derivative financial instruments
Foreign currency measurement gain/(loss)
Financial charges
Share ofprofit from associates
Other (expense)/income

Net loss before zakat and income tax
and non-controlling interest

Zakat and income tax

Net loss before non-controlling interest

Non-controlling interest

Net loss for the period

Loss per share from net loss (SR)
Loss per share from main operations (SR)
Income per share from other operations (SR)

472,238
26.1t2

393,310
65.247

498,350 458,557

(448,165) (380,102)
(20.849) 62.109)

u69.014) G42.211),

29,336

(24,723)
(14,917 )

(74e)
(4,745)

16,346

(23,108 )
(24,099)

(4,584 )
(5,048 )

(15,798 )

3,394
(25,139 )
33,609

(332 )

(40,493)

4,358
(1,792)

(34,680 )
27,705

6,291

(4,266) (38,611)

(4,046) (4,201)

(8,312 )

370

(42,812)

1.687

(7,942) (41.t2s)

t0
10

10

(0.10 )
(0.21)
0.15

(0.s4 )
(0.s3 )
0.02

The accompanying notes form an integral parl of these interim consolidated financial statements
-5-



SAUDI CABLE COMPANY
(SAUDI JOINT STOCK COMPANI',)

INTf,RIM CONSOLIDATED STATEMENT OF CHANGES IN SHARXHOLDERS'EQUITY
THREE-MONTH PERIOD ENDED MARCH 3I, 2OI5
(Expressed in thousand Saudi Riyals unless otherwise stated)

Three-month period ended
March 31

2015 2014
(Unaudited) (Unaudited)

Share capital

Statutory reserve

Cumulative changes in fair values

January 1

Fair value adj ustments

March 3l

Foreign currency translation reserye

January 1

Movement during the period

March 31

Accumulated losses

January 1

Net loss for the period

March 31

Total equity attributable to the shareholders of the parent

Non-controlling interest

January I

Net movement during the period
Net loss for the period attributable to non-controlling interest

March 3l

Total equity

7

8

760,000 760,000

63.432 63_432

(20,123)
4,385

23,087
(52,514)

(15,738 ) (29,427 )

(6,234)
(2,909)

(7,1 85 )

(9,143) (7,185)

(367,332) ( 165,653 )
(7,942 ) (41,125)

47s274) Q06Jn)

423,277 580,042

7,415

(370) (1,687)

7,045

430,322

The accompanying notes form an integral part of these interim consolidated financial statements
-6-

4,469
(3)

2,779

582,821



SAUDI CABLE COMPANY
(sAUDr JOrNT STOCK COMPANY)

II{TERIM CONSOLIDATED STATEMENT OF CASH FLOWS
THREE-MOI{TH PERIOD ENDED MARCH 3I,2015
(Expressed in thousand Saudi Riyals unless otherwise stated)

Three-month period ended
March 31

2015
(Unaudited)

2014
(Unaudited)

OPERATING ACTIVITIES
Net loss before zakat and income tax and non-controlling interest
Ad.justments for:
Depreciation of properly, plant and equipment and

investment properties
Allowance for doubtful debts
Reversal of allowance for slow moving inventories
Loss on disposal of properly, plar-rt and equipment
Amorlization of other intangible assets

Provision against investrnent
Share oI profit lrom associates
Employees' termination benefits, net
Finance charges
Fair value of derivative financial instrnments

Changes in operating assets and liabilities:
Accounts receivable
Non-crrrrenl portion oI relenlion
Prepayments and other receivables
Unbilled revenLre

Inventories
Accounts payable and liabilities
Billing in excess of contract revenue
Advances from customers
Due to related parties

Cash (used in)/from operations
Zakat and income tax paid
Financial charges paid

Net cash (used in)/from operating activities

INVESTING ACTIVITIES
Additions to properly, plant and equipment, net
Dividends received from an associate
Purchase of other intangible assets

Net cash from investing activities

FINANCING ACTIVITIES
Repayment of long term and short tem loans

Obligation under finance lease
Other long term liabilities

Net cash used in financing activities

Net change in cash and cash equivalents

Cash and cash equivalents, January 1

CASH AND CASH EQUIVALENTS AT END OF THE PERIOD

(4,266)

18,839
749

3,572
712

3,472

(33,609 )
97

25,139_

(79,895 )
11,004

(54,600)
(1,323 )
57,601
44,638

(1I,807 )
(2,597)
(1,881)

(38,611 )

19,881
4,584
1,949

5,048
2

(27,705)
554

34,680
(4,358 )

90,3 88
(5,707 )
44,666
(1,104)
41,395

(80,501 )
1,030
5,1 59

( 1 8,848 )

(24,155) 65,801
(3,500 )

(6,626) (23,050 )

(30,781) 39,251

(5,638 )
75,000

(2,535)
85,292
(1,302)

69,362 81,455

(32,512)
(3,952 )

(173,403 )
(2,430)

135

(36,464) ( 1 75,698 )

2,117 (s4,992)

61.951 122.029

64,068

The accornpanying notes form an integral parl of these interim consolidated financial statements
-t -

67,037



SAUDI CABLE COMPANY
(SAUDI JOINT STOCK COMPAN\',)

NOTES TO THE INTERTM CONSOLIDATED FINANCIAL STATEMENTS (UI{AUDITED)
THREE-MOI\TH PERIOD ENDED MARCH 31,2015
Expressed in thousand Saudi Riyals unless otherwise stated

l. GENERAL INFORMATION

Saudi Cable Company is a Saudi joint stock company registered in Saudi Arabia under Comrnercial

Registration No. 4030009931 dated 27 P.abi Thani 1396 H, corresponding to Apri\27,1976.

The objectives of the Group are the manufacture and supply of electrical and telecommunication

cables, copper rod, PVC compounds, wooden reels and related products. The Group through its
subsidiaries is also engaged in the manufacture, contracting, trading, distribution and strpply of
cables, electronic products, information technology products and related accessories.

The accompanying interim consolidated financial statements include the accounts of the following
subsidiaries (collectively referred to as "tlte Group"):

Country of oZ of ownership

Domestic

Saudi Cable Company for Marketing

Limited

Mass Projects for Power and

Telecommunications Limited

Mass Centers for Distribution of
Electrical Products l,imited

lnternational

Mass Kablo Yatirim Ve Ticaret

Anonim Anonim Sirketi)

Demirer Kablo Tesisleri Sanayi Ve
"l-icaret Anonim Sirketi

Mass International Trading Company

Limited (dormant)

Saudi Cable Company (U.A.E) L.L.C.

Elimsan Salt Cihazlari ye

Elektromekanik San ve Tic. A.S.

Irlimsan Metalurji ve Makine San. Ve

Tic. A.S.

Purchase and sale of electrical

cables and related products

Turnkey power and

telecommunication projects

Illectrical and telecommunication

distribution services

Sirketi (Previously Mass }lolding
Holding Company

Manufacture. supply

and trading olelectrical cables

international trade

Sale ofcables and related products

Manuf'acture and distribution of
electronic gears and goods

Manufacture and distribution of
electronic gears and goods

Saudi Arabia

Saudi Arabia

Saudi Arabia

Turkey

Turkey

Ireland

United Arab

Emirates

Turkey

Turkey

l00%o 10001o

100'/0 l00o

100"h 100o/o

100% 100%

100,h 100%

100Y" 100o/o

1000h 100%

94o/o 79%

7gYo940h

8-



SAUDI CABLE COMPANY
(SAUDI JOINT STOCK COMPAN9

NOTES TO THE INTERTM
THREE-MONTH PERTOD

CONSOLIDATED FINANCIAL STATEMENTS (TINAUDITED)
ENDED MARCH 31,2OI5

Exnressed in thousand Saudi Rivals unless otherwise stated

a) The Group has the following investments in associates, which
March 31 using unaudited management accounts:

Name of entitv Principal field of activities

are accounted for on

Country of
Incorporation

equity basis as at

7o of ownership
20ts 20t4

Midal Cables W.L.L. Conductors & related products

XECA International Information Implementation of information
'Iechnology systems and network services

Bahrain

Saudi Arabia

500

250

50%

25%

) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying interim consolidated financial statements have been prepared in accordance with the

interim accounting standard issued by the Saudi Organization for Cerlified Public Accountants. These

interim consolidated financial statements have been prepared according to the accounting standards

annually adopted by the Company in preparing the annual consolidated financial statements. The

following is a summary of significant accounting policies applied by the Group and should be read in

conjunction with the Group's audited consolidated financial statements for the year ended December 31,

2014.

Critical accounting estimates and judgments

The preparation of interim consolidated financial statements in conformity with accounting standards

generally accepted in the Kingdom of Saudi Arabia requires the use of estimates and assumptions that

iould affect the reported amounts of assets and liabilities and disciosure of contingent assets and

liabilities at the reporting date of the interim consolidated financial statements in addition to the reported

amounts of revenues and expenses during that period. Aithough these estimates are based on

management's best knowledge of current events and activities available with the management actual

result ultimately rnay differ from those estimates.

lnterim consolidated financial statements

The interim consolidated financial statements include the accounts of the Company and its subsidiaries

(thereafter referred to as "the Group") as stated in note 1. All significant intercompany balances and

transactions among the Company and its subsidiaries are eliminated in the consolidation.

Sales

Sales are recognized upon deiivery ofgoods and are stated net ofdiscounts.



SAUDI CABLE COMPANY
(SAUDI JOINT STOCK COMPAND

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (TINAUDITED)
THREE-MONTH PERIOD ENDED MARCH 31,2015
(Expressed in thousand Saudi Riyals unless otherwise stated)

Contract Revenue

Revenue on long-term contracts, where the outcome can be estimated reliably, is recognized under the
percentage of cornpletion method by reference to the stage of completion of the contract activity. The
stage of completion is measured by calculating the proporlion that costs incurred to date bear to the
estimated total costs of a contract. The percentage of completion is then applied to the total contract value
to detennine the revenue earned to date. When the current estimate of total contract costs and revenues

indicate a loss, provision is made for the entire loss on the contract irrespective of the amount of work
done. Revenue recognized in excess of amounts billed to customers are classified under current assets as

unbilled revenLle. Amounts billed to customers in excess of revenue recognized are classified under
cllrrent liabilities as billings in excess of revenue.

Expenses

Selling and distribution expenses principally comprise of costs incurred in the distribution and sale of the

Company's products, All other expenses are classified as general and administrative expenses.

General and administrative expenses include direct and indirect costs not specifically part of cost of sales

or contract cost as required under accounting principles generally accepted in the Kingdom of Saudi
Arabia.

Allocations between general and administrative expenses,

are made on a consistent basis.

Inventories

cost of sales and contract cost, when required,

Inventories are stated at the lower of cost or net realizable value. Cost of finished goods includes cost of
materials, labour and an appropriate proporlion of direct overheads. Other inventories are valued on a

weighted average cost basis. An allowance is made wherever necessary for obsolete, slowing-moving and

defective stock.

Net realizable value represents the estimated selling price for the inventories less costs necessary to make

the sale.

lnvestments available-for-sale

Investments in financial instruments are classified according to the Group's intent with respect to those

securities. Financial instruments available-for-sale ("AFS") are stated at fair value, and unrealized gains

and losses thereon are included in interim consolidated statement of shareholders' equity. Where the fair
value is not readily determinable, such financial instruments are stated at cost. The carrying amount of
investment in financial instruments is reduced to recognize other than temporary diminution in value.

Income from the investments in firTancial instruments is recognized when dividends are declared.

Investment in subsidiaries

Investments in subsidiaries which are more than 50Yo owned and in which the Group exercises control are

consolidated based on the financial statements of the respective subsidiaries in the interim consolidated

financial statements of the Group.

Intercompany transactions, balances and unrealized gains and losses on transactions between Group

companies are eliminated. Accounting policies of subsidiaries have been changed where necessary to
ensure consistency with the policies adopted by the Group.

t0



SAUDI CABLB COMPANY
(sAUDr JOrNT STOCK COMPANY)

NOTES TO THE INTERIM COI{SOLIDATED FINANCIAL STATEMENTS (TINAUDITED)
THREE-MONTH PERIOD ENDBD MARCH 3I,2015
(Expressed in thousand Saudi Riyals unless otherwise stated)

The carrying amount of all investments and financial instruments is reduced to recognize other than

temporary diminution in value.

Investment in associates

Investments in companies which are at least 20Yo owned and in which the Group exercises significant
influence are recorded using the equity method, under which the investment is stated initially at cost and

adjusted thereafter for the post acquisition change in the Group's share of the net assets of the investee.

These are referred to as associates. The Group's share in the associates' net income for the period is
included in the interim consolidated statement of operations. Dividends are recorded when the right to

receive the dividend is established.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation. Expenditure
maintenance and repairs is expensed, while expenditure for betterment is capitalized. Depreciation
provided over the estimated useful lives of the applicable assets using the straight line method.

The estin,ated rates ofdepreciation ofthe principal classes ofassets are as follows:

on
is

Buildings
Plant and machineries
Furniture and fixtures

Capital work-in-progress

Capital work-in-progress represents all costs relating directly and indirectly
is capitalized as propefiy and equipment when the project is completed.

Number of years
15-50
4-20
4 - t0

to the projects in progress and

Investment properties

Investment properties are properties held to earn rentals and/or for capital appreciation (including

properly under construction for such purposes). Land is recorded at cost. Investment properties,

excluding lands, are stated at cost, including transaction cost less accumulated depreciation and reviewed

every balance sheet date for any decline in the value of the investment.

Any gain or loss arising on derecognition of the properly (calculated as the difference between the net

disposal proceeds and the carrying amount of the assets) is including in the interim consolidated

statement of operations in the period in which the property is derecognized'

Deferred cost

Deferred cost represents key money paid fbr acquiring a land and is amortized over five years.

11-



SAUDI CABLE COMPANY
(sAUDr JOrNT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
THREB-MOI{TH PERIOD ENDED MARCH 31,2015
(Expressed in thousand Saudi Riyals unless otherwise stated)

Non-current retentions receivable

Non-current retentions receivable are measured at their fair value at each period end by discounting them
at the Group's effective borrowing rate, which management considers to be the appropriate discount rates
for these assets.

Goodwill

Goodwill represents the excess of the investment over the Group's share in the fair value of the

identifiable net assets of the investee company at the date of acquisition and is stated at cost less any
impairment, if any. Goodwill is not amofiized but is reviewed for impairment at least annualiy.

Impairment of goodwill

For the purpose of impairment testing, goodwilI is ailocated to each of the cash generating units expected
to benefit from the synergies of the combination. Cash generating units to which goodwill has been

allocated are tested for impairment annually, or more frequently when there is an indication that the unit
may be impaired. If the recoverable amount of the cash generating unit is less than the carrying amount of
the unit, the impairment alxount is allocated first to reduce the carrying amount of the any goodwill
allocated to the unit and then to the other assets of the unit pro rata on the basis of the canying amount of
each asset in the unit. An impairment loss recognized for goodwill is not reversed in a subsequent period.

On disposal of a subsidiary or a jointly controlled entity, the attributable amount of goodwill is included
in the determination of the profit or loss on disposal.

Research and development costs

Research costs are charged to the interim consolidated statement of operations in the period in which they
are incurred.

Development costs are charged to the interim consolidated statement of operations in the period in which
they are incurred, except where a clearly-defined project is undertaken and it is reasonably anticipated

that development costs will be recovered through future commercial activity. Such development costs, if
any deferred and amofiized on a straight line basis over the life of the project from the date of
commencement of commercial operations.

Provision for obligations

A provision is recognized in the interim consolidated balance sheet when the Group has a legal or
constructive obligation as a result of a past event, it is probabie that an outflow of resources embodying
economic benefits will be required to settle the obligation and a reliable estimate can be made of the

amount of the obligation.

Provisions for restructuring costs are recognized when the Group has a detailed formal plan for the

restructuring which has been notified to affected pafiies.
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NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (TINAUDITED)
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(Expressed in thousand Saudi Riyals unless otherwise stated)

Segmental reporting

An operating segment is a component of the Group that is engaged in business activities from which it
earns revenues and incurs expenses and about which discrete financial information is available that is
evaluated regularly by the chief operating decision maker in deciding how to allocate resources and in
assessing performance. For management purposes, the Group is organized into business units based on
their products and services and has following three reportable operating segments under manufacturing/
sale of prodr"rcts and turnkey power and telecommunication products:

Kingdom of Saudi Arabia
Other Gulf Cooperation Council Countries
Turkey

Segment performance is evaiuated based on profit or loss which, in cefiain respects, is measured
differently from profit or loss in the accompanying interim consolidated financial statements.

Non-controllin g interests

Non-controlling interests in the net assets of consolidated subsidiaries are identified separately from the
Group's equity therein. Non-controlling interests consist of the amount of those interests at the date of the
original business combination and the non-controlling interest's share of changes in equity since the date

of the acquisition. Losses applicable to the non-controlling interest in excess of its share in the

subsidiary's equity are allocated against the interests of the Group except to the extent that the non-
controlling interest has a binding obligation and is able to make an additional investment to cover the
losses.

Impairment of non-current assets, excluding goodwill

At each balance sheet date, the Group assesses whether there are any indications, whether internal or
external, of impairment in the value of non-current assets. If any such indication exists, the recoverable

amount of the asset is estimated in order to determine the extent of the impairment loss. The recoverable

amount of an asset is the higher of its value in use and fair value less cost to sell.

Intangible asset with indefinite useful life are tested for impairment annually or whenever there is an

indication that asset may be impaired.

A non-current asset is considered impaired if its carrying amount is higher than its recoverable amount.
To determine impairment, the Group compares the non-current asset's carrying amount with the non-

discounted estimated cash flow from the asset's use. If the carrying amount exceeds the non-discounted
cash flow from the asset, the Group estimates the present value of the estimated future cash flows from
the asset. The excess of the carrying amount over the present value of the estimated future cash flows
from the assets is considered an impairment loss.

An impairment loss is recognized immediately in the interim consolidated statement of operations. Where

an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised

estimate of its recoverable amount, sucir that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognized for the asset in the

prior years. A reversal of an impairment loss is recognized immediately in the interim consolidated

statement of operations. Impairment loss relating to intangible assets with indefinite lives is not reversed

in a subsequent period. A reversal of an impairment loss to intangible assets with identified useful life is
recognized immediately in the interim consolidated statement of operations.

13
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Financial assets and liabilities

Financial assets comprise of cash and cash equivalents, accounts receivables, due from related a party,

investments, non-current retention receivable and other receivables. These financial assets except for
investment in associates and available-for-sale investments-unqouted are initially measured as fair value

and thereafter at their cost value as reduced by appropriate allowance for estimated irrecoverable

amoLrnts.

Financial liabilities are classified accordingto the substance of the contractual arrangements entered into.

Significant financial liabilities include short term and long tenn loans, accounts payable, finance lease

obligations, other liabilities and due to related parlies and are stated at their fair value.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are

impaired where there is objective evidence that, as a result of one or more events that occurred after the

initial recognition of the financial asset, the estimated future cash flows of the investment have been

impacted.

Cerlain categories of financial assets, such as accounts receivable, that are assessed not to be impaired

individually are subsequently assessed for impairment on an individual basis. Objective evidence of
impairment for a portfolio of receivables could include the Group's past experience of collecting

payments, an increase in the number of delayed payments in the portfolio past the average credit year as

well as observable changes in national or local economic conditions that correlate with default on

receivables.

The carrying amount of the financial asset is reduced through an allowance account. When a financial

asset is not considered recoverable, it is written-off against the allowar-rce account. Subsequent recoveries

of amounts previously written-off are credited to the interim consolidated statement of operations.

Changes in the carrying amount of the allowance account are recognized in the interim consolidated

statement of operations.

Zakat and income tax

The Company and its Saudi Arabian subsidiaries are subjecttothe regulations of the Directorate of Zakat

and Income Tax (DZIT) in the I(ingdom of Saudi Arabia. Zakat is provided on an accrual basis. The

Zakat charge is computed on the Zakat base. Any differences in the estimate is recorded when the final

assessment is approved at which time the accrual is cleared.

Foreign subsidiaries are subject to income taxes in their respective countries of domicile. Such income

taxes are charged to interim consolidated statement of operations'

Deferred tax

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the

financial statements of the subsidiary and the corresponding tax bases which are used in the computation

of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are

generally recognized for all taxable temporary differences and deferred tax assets are recognized for all

deductible temporary differences to the extent that it is probable that taxable profits will be available

against which those deductible temporary differences can be utilized.

The carrying alxount of deferred tax assets is reviewed at each balance sheet date and reduced to the

extent that ii is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

14
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End-of-service indemnities

End-of-service indemnities, required by
consolidated financial statements based on

Derivative financial instruments

Saudi Arabian Labor Law, are provided in the interim
the employees' length of service.

i) The Group uses derivative financial instruments such as metal futures that are cash settled to hedge
the exposure against metal price changes risk on sale ofgoods.

Derivative financial instruments are initialiy recognized at fair value and subsequently re-measured at
fair value. Derivatives are recognized as a financial asset if it has a positive fair value and as a
financial liability if has a negative fair value.

The gain or loss on re-measurement to fair value is recognized immediately in the interim
consolidated statement of operations. However, where derivatives qualify for hedge accounting,
recognition of any resulting gain or loss depends on the nature of the item being hedged.

The derivative instruments used by the Group are designated as cash flow hedges of the risks being
hedged. The use of financial derivatives is governed by the Group's policies which provide written
principles on the use of financial derivatives consistent with the Group's risk management strategy.

Changes in the fair value of derivative financial instruments that are designated and effective as

hedges of forecast transactions are recognized directly in interim consolidated statement of
shareholders' equity. If the cash flow hedge results in the recognition of an asset or a liability, then at
the time the asset or liability is recognized, the associated gains or losses on the derivative that had
been recognized in interim consolidated statement of shareholders' equity are included in the initial
measurement of the asset or liability.

Changes in fair value of derivative financial instruments that do not qualify for hedge accounting are
recognized in the interim consolidated statement of operations as they arise. Hedge accounting is

discontinued when the hedging instrument expires or is sold, terminated, or exercised, or no longer
qualifies for hedge accounting. At that time, for forecast transactions, any cumulative gain or loss on
the hedging instrument recognized in equity is retained in equity until the forecasted transaction
occurs. If a hedged transaction is no longer expected to occur, the net cumulative gain or loss
recognized in equity is transferred to the interim consolidated statement of operations for the period.

ii) The Group uses interest rate swaps to manage its exposure to interest rate fluctuations on its bank
borrowings.

Derivatives are initially recognized at fair value at the date a derivative contract is entered into and
are subsequently re-measured to their fair value at each balance sheet date. The resr-rlting gains or
losses are recognized in the interim consolidated statement of operations immediately unless the
derivative is designated and effective as a hedging instrument, in which event the timing of the
recognition in the interim consolidated statement of operations depends on the nature of the hedge

relationship.

Interest rate swaps, ifmaterial, are presented as a non-current asset in case offavorable contracts or a
non-current liability in case of unfavorable contracts if the remaining maturity of the instrument is
more than 12 months and it is not expected to be realized or settled within 12 months. Other
derivatives are presented as current assets or current liabiiities.
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Foreign currency translation

Foreign currency transactions are translated into Saudi Riyals at the rates of exchange prevailing at the
time of the transactions. Monetary assets and liabilities denominated in foreign currencies atthe balance
sheet date are translated at the exchange rates prevailing at that date. Gains and losses from settlement
and translation of foreign currency transactions are included in the interirn consolidated statement of
operations.

On consolidation, the assets and liabilities of the Group's overseas subsidiaries are translated at exchange
rates prevailing on the interim consolidated balance sheet date. Income and expenses are translated at the

average exchange rates for the year. E,xchange differences arising, if any, are classified as equity and
transferred to the Group's translation reserye. Such translation difference are recognized in the interim
consolidated statement of operations in the period in which the overseas subsidiary is disposed.

Leasing

Leases are classified as capital leases wheneverthe terms of the lease transfer substantially all of the risks
and rewards of ownership to the lessee. A11 other leases are classified as operating leases.

Assets held under capital leases are recognized as assets of the Group at the lower of the presentvalue of
the minimum lease payments or the fair market value of the assets at the inception of the lease.

Finance costs, which represent the difference between the total leasing commitments and the lower of the

present value of the minimum lease payments or the fair market value of the assets at the inception of the
lease, are charged to the interim consolidated statement of operations over the term of the relevant lease

in order to produce a constant periodic rate of charge on the remaining balance of the obiigations for each

accounting year.

Rentals payable under operating leases are charged to interim consolidated statement of operations on a

straight line basis over the term ofthe operating 1ease.

INTERIM FINANCIAL RESULTS

The interim consolidated financial statements for the three-month period ended March 31,2015 have

been prepared in accordance with SOCPA's Standard of Review of Interim Financial Reporting, on the

basis of integrated periods, which views each interim period as an integral part of the financial year.

Accordingly, revenues, gains, expenses and losses of the period are recognized during the period. The

accompanying interim consolidated financial statements include all adjustments, comprising mainly of
normal recurring accruals, considered necessary by the management to present fair statements of financial
position, results of operations and cash flows. The interim consolidated financiai statements do not
include all information and disclosures required in the annual consolidated financial statements and

should be read in conjunction with the Group's audited consolidated financial statements for the year

ended December 31 .2014.

3.
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(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERTM CONSOLIDATED FINANCIAL STATEMENTS (T.iNAUDITED)
THREE-MOI{TH PERIOD ENDED MARCH 3I,2015
(Expressed in thousand Saudi Riyals unless otherwise stated)

PREPAYMENTS AND OTHER RECETVABLES

Prepayment and other receivables include an amount of SR 8.83 million (31 March 2014: SR 16.83 million)
paid to the Custom Authorities on account of custom duty levied on the Company for ceftain imports during
previous years. The Company has pursued this matter with the Custom Authorities and mannagement

believes that this amount is recoverable based on communication with the ministry.

UNBILLED REVENUE

Unbilled revenue represents revenue eamed but not yet billed up to the period end. These amounts will be

billed in the subsequent periods. It also includes an amount of SR 55.6 million (31 March 2014: SR 107.7

million) which is ontstanding for more than one year. The management believes that this amount will be

invoiced and collected during 2015.

GOODWILL

On July 31,2009, the Group acquired 79Yo of the issued share capital of Elimsan Salt Cihazlari ye

Elektromekanik San ve Tic. A.S. (gror"rp of companies) for consideration of SR 128,336 thousand.

The acquisition has been accounted for using the purchase method of accounting. The purchase

consideration in excess of the fair vah-re of the net assets acquired, amounted to SR 86,558 thousand, and

lras been accounted for as goodwill in these interim consolidated financial statements. During 2014, due

to increase in capital of Elimsan $alt Cihazlari, the ownership percentage increased to 94Yo.

During 2014, the Group perfomed an impairment analysis on cash generating unit related with goodwill

and as a result, SR 12.34 million was recorded as impairment.

SHARE CAPITAL

The share capital consists of 76,000,000 shares of Saudi Riyals 10 each as at March 37,2075 and

March 31,2014.

STATUTORY RESERVE

In accordance with Regulations for Companies in Saudi Arabia and the by-laws of the Company, after

recovering the accumulated losses, the Company establishes a statutory reserve by appropriation of 10%

of net income until the reserve equals 50% of the share capital. This reserve is not available for dividend

distribution.

CUMULATIVE CHANGES IN FAIR VALUES

Movement in cumulative changes in fair values is as follows as of March 31:

2015 2014

January 1

Net movement in unrealized gains on available-for-sale
investments

Net movement in unrealized gains/(losses) relating to
cash flow hedges

March 3l

(20,123)

4,385

t'7

5.

6.

1

8.

9.

23,087

208

(52,722)

(15,738) (29,427 )
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THREE-MONTH PERIOD ENDED MARCH 31,2015

in thousand Saudi Rivals unless otherwise

The balance of cumulative changes in fair values is comprised of the following as at March 31 :

2015 2014

Net unrealized gains on revaluation of investments
Net unrealized loss relating to cash flow hedges

March 31

- 1,1 10

(15,738 ) (30,537 )

10.

ll.

(15,738) (29.421)

(LOSS)/TNCOME PER SHARE

(Loss)/income per share for the three-month periods ended March 31, 2015 and 2014 have been

computed by dividing the net loss, loss from main operations and income per share from other operations

for such periods by the number ofshares outstanding at the end ofthe period.

SEGMENTAL INFORMATION

Segment information perlains to the Group's activities and operations as basis for preparing its own

financial information.

The Group currently operates in manufacturing and selling its products and turnkey power and

telecommunication proj ects.

The Group's operations are conducted in Saudi Arabia, GCC countries and Turkey. Revenues and costs

for the three-month period ended March 31:

Sale of goods Contract revenue
2015 2014 20t5 2014

Revenue

Kingdom of Saudi Arabia
Other Gulf Cooperation Council
Countries
Turkey

Cost

Kingdom of Saudi Arabia
Other Gulf Cooperation Council
Countries
Turkey

96,308 128,409 8,568 -

472.238 393.3 l0 26,112 65,247

Cost of sales Contract cost
2015 2014 2015 20t4

341,894 236,163 15,441 62,109

12,783 74,602
93.488 128.137 5,408

4{8.165 380. I 02 20,849 62,109

362,290

13,640

249,323

15,578

17,544 65,241
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The Group's operations are conducted in Saudi Arabia, GCC countries and Turkey. Selected financial

information for the three-month period ended March 31, and financial position as of March 31, 2015 and

March 31,2014, summarized by geographic area, is as follows:

Saudi GCC
Arabia countries TurkeY2015 (Unaudited)

Accounts receivable
Properly, plant and equipment, net

Shofi term loans
Long term loans
Net income / (loss)

2014 (Unaudited)

Accounts receivable
Property, plant and equipment, net

Shofi term loans

Long term loans

Net loss

Total

92,975 603,001
368,288 748,659

- 135,586 768,495
290,168 - 1L6,931 407,099

3.514 16 (11,4'72) (7,942)

497,977
380,293
632,909

12,049
78

Saudi
Arabia

GCC
countries Turkev Total

459,195
427,925
686,534

14,872 126,308 600,975
267 380,236 808,428

- 237,175 923,709

12.

3 1 5, I 08 - 54,080 369,1 88

(19,190) (226) (21,109) (11,121)

FINANCIAL RESTRUCTURING

These interim consolidated financial statements have been prepared on a going concern basis. The Group

has engaged intemationally renowned institutions of financial advisors, to restructure the financial

requirements of the Group. A comprehensive plan proposing a long term feasible financial structure for

the Group, with additionai working capital financing, including capital increase, which will help stabilise,

and strengthen the on-going operations, has been presented to its lenders. The Group has reached

ugr""*.ni*ith certain linders on its facilities, and continues to work closely with the remaining lenders,

in reaching agreement on its financial structure, and expects to finalise its restructuring plan with all its

lenders during 2015.

NON-CASH TRANSACTIONS

Non-cash transactions comprised the following:

2015 20t4

13.

Curnulative changes in fair values
Exhange difference on translation offoreign operations
Movement in non-controlling interest, net

4,385
(2,909)

52,514

1.690
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The Group's operations are conducted in Saudi Arabia, GCC countries and Turkey. Selected financial
information for the three-month period ended March 31, and financial position as of March 31,2015 and

March 31,2014, summarized by geographic area, is as follows:

2015 (Unaudited)

Accounts receivable
Property, plant and equipment, net
Short term loans
Long term loans
Net income / (loss)

2014 (UnaLrdited)

Accounts receivable
Property, plant and equipment, net

Shofi term loans
Long term loans
Net loss

Saudi GCC
Arabia countries Turkev Total

497,977
380,293
632,909
290,168

3,514

12,049
,l

16

92,975
368,288
135,586
116,931
(tL,472)

603,001
748,659
768,495
407,099

(7,942)

Saudi
Arabia

GCC
countries Turkey Total

459,795 14,872 126,308 600,915
421,925 267 380,236 808,428
686,534 - 237,175 923,709
3 1 5,1 08 - 54,080 369,1 88

(1e,1e0) (226) (21,10e) (4)_]21)

12. FINANCIAL RESTRUCTURING

These interirn consolidated financial statements have been prepared on a going concern basis. The Group

has engaged internationally renowned institutions of financial advisors, to restructure the financial

requirements of the Group. A comprehensive plan proposing a long term feasible financial structure for

the Group, with additional working capital financing, including capital increase, which will help stabilise,

and strengthen the on-going operations, has been presented to its lenders. The Group has reached

agreement with certain lenders on its facilities, and continues to work closely with the remaining lenders,

in reaching agreement on its financial structure, and expects to finalise its restructuring plan with all its
lenders during 2015.

NON-CASH TRANSACTIONS

Non-cash transactions comprised the following:

2015 2014

13.

Cumulative changes in fair values
Exhange difference on translation offoreign operations
Movement in non-controlling interest, net

4,385
(2,909)

52,514

1,690
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14. COMMITMENTS AND CONTINGENCIES

20L5

15.

Outstanding forward metal contracts

Contingent liabilities in respect of performance and bid bonds

Authorized and contracted for capital expenditure commitments

Contingent liabilities in respect of outstanding letters of credit

Corporate guarantees issued

In addition to providing guarantees in respect

parent company has also provided underlakings
they fall due.

COMPARATIVE FIGURES

2014

214,952 507,906

186,631 248,771

4,475

2,068

84,642 63,851

of bank facilities available to ceftain subsidiaries, the

to support such subsidiaries in meeting their liabilities as

Bank and
include:

expect to

Certain figures for 2014 have been reclassified to conform to the presentation of2015.

16. POST BALANCE SHEET EVENT

On April 7,2015, the Company and its main lenders, National Commercial Bank, Al Rajhi

Bank Al-Jazira, have signed a term sheet to restructure its debts. Salient details of the term sheet

- Moratorium on repayment s to the three banks untilMarch 312016'
- Repayment tenure for 8 Years
- Total amount to be restructured SR 640 million. Right issues planned by December 2011.

The lenders have appointed legal counsel who will be preparing the legal documents, which we

be completed by the end of the second quarter 2015.
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