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Independent Auditor’s Review Report on the Interim Condensed Consolidated
Financial Information

To the Shareholders

Saudi Cable Company

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

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of Saudi Cable
Company (A Saudi Joint Stock Company) (the “Company”) and its subsidiaries (the “Group”} as at September 30,
2019, and the related interim condensed consolidated statement of profit of loss and other comprehensive income for
the three month and nine month petiod then ended and the interim condensed consolidated statement of changes in
shareholders’ equity and statement of cash flows for the nine month period then ended, and a summary of significant
accounting policies and other explanatory notes. Management is responsible for the preparation and presentation of
these interim condensed consolidated financial information in accordance with International Accounting Standard 34,
“Interim Financial Reporting" ("JAS 34“) that is endorsed in the Kingdom of Saudi Arabia. Our responsibility is to
express a conclusion on these interim condensed consolidated financial information based on our review,

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410, "Review of
Interim Financial Information Performed by the Independent Auditor of the Entity" endorsed in the Kingdom of Saudi
Arabia, A review of interim financial information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing that are endorsed in the
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 identified in an audit. Accordingly, we do not express an audit opinion.

Basis of qualified conclusion

As of December 31, 2018 the subsidiary, Mass Kablo Ve Ticaret Anonim Sirketi, reported a net loss amounting to
SAR 94.5 million and its accumutated losses at that date have reached to SAR 413.3 million, representing 86.7% of
the Subsidiary’s share capital, which indicate a significant doubt about its ability to continue as going concern and its
ability to meet it’s obligations when it becomes due. The Subsidiary has been restructured its due amounts to banks
and other creditors and plans to reduce its payables considering future cash flows from its current outstanding projects.
Therefore, the Company’s management does not foresee any risk regarding going concern and has prepared its
financial statements under going concern basis.
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Crowe

Independent Auditor’s Review Report on the Interim Condensed Consolidated
Financial Information - Continued

To the Shareholders

Saudi Cable Company

(A Saudi Joint Stock Company)

Jeddah, Kingdom of Saudi Arabia

QOiher Maiters

Without further qualifying our conclusion, we draw attention to the following:

- The Company has absorbed the accumulated losses by SAR 293.5 million through a reduction of the Company’s
share capital. Accordingly, the Company’s new capital has been revised to SAR 1106 million in accordance with

the Board of Directors' decision dated August 2, 2018,
- The Group has disposed one of its subsidiaries through sale on August 31, 2018,

- The Group’s current liabilities exceeded its current assets as at September 30, 2019 by SAR 372.6 million
(December 31, 2018: SAR 369.9 million), which indicates that the Group is unable to meet its short-term liabilities

when it becomes due.

Qualified conclusion

Based on our review, except for the effects of the matters described in Basis of qualified conclusion paragraph
mentioned above, nothing has come to our attention that causes us to believe that the accompanying interim condensed
consolidated financial information is not prepared, in all material respects, in accordance with IAS 34 “Interim
Financial Reporting” that is endorsed in the Kingdom of Saudi Arabia.
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SAUDI CABLE COMPANY
{A Saudi Joint Stock Company)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS OF SEPTEMBER 30,2019
(Expressed in thousands of Saudi Arabian Riyals)

Current assets

Cash and cash equivalents

Accounts receivable

Unbilled revenue

fvenlories

Due from related parties

Retentions receivable - current portion
Prepaid expenses and other debit balances
Tatal current assets

Non-current assets

Financial assets st fair value through other comprehensive income
Investments in an associate

Retentions receivable - non-current portion
Investiment properties

Property, plant and equipment

Deferved lax assefs

Intangible assets

Total Non-current assets

Total assels

FIABILITIES AND SHAREHOLDERS: EQUITY
Current liabilitics

Short-term loans

Long-term loans - current portion

Obligation under finance lease - current portion
Accournis payable

Due to refated parties

Accraed expenses and other liabilities

Zakat and income-tax provision

Total current liabilities

Non-current liabilitics

Long-term loans - non-current portion

Obligation under finance lease — non-current portion
Retentions payable

Employee benefit obligations

Total non-current liabilitics

Total liabilities

SHAREHOLDERS' EQUITY

Share capital

Fair value reserve

Foreign currency translation reserve

Employees benefit reserve

{Accumulated losses) retained earnings

Total Shareholders' equity before Non-controHing interest
Non-controlling interest

Tatal Shareholders' equity

Total liabilities and Shareholders’ equity

As of

September 34, As of December

2019 31,2018

Note  (Unaudited) {Audited)

6 13,411 15,488
7 156,782 225714
25,592 18,845
8 135,755 112,287
187 25,709
66,494 64,153
160,852 169,288
559.073 631,484
45 45
g 319,600 321,982
25,117 35,738
2,261 3.053
10 369,104 393,380
8,408 8,408
11 2,208 2,500
726,740 765,106
1,285,813 1,396,560
12 4,865 50,492
12 210,871 188,373
74 1,103
258,026 276,574
48,945 50,749
309,162 332,147
13 99,725 101,946
931,668 1,001,384
12 208,819 183,658
1,235 469
7,528 7,018
49,048 42264
266,622 233,409
1,198,290 1,234,793
14 110,614 116,614
839 958
(5,051} (6,703)
2,277 2,277
(19,200} 55,006
89,479 162,152
(1,956) (355)
87,523 161,797
1,285,813 1,396,590

The accompanying notes from 1 10 19 form an integral part of this interim candensed consolidated financial information and
should be read together with the interim condensed consolidated financial information and independent auditor’s review report

~
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SAUDI CABLE COMPANY

{A Saudi toint Stock Company)

INTERIM CONDENSED CONSCLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME

FOR THE THREE MONTHS AND NINE, MONTHS PERIOD ENDED SEPTEMBER 30, 2019

(Expressed in thousands of Saudi Arabian Riyals)
For the nine months For the three months
period ended September 30 period ended September 30
2019 2018 2019 2018

Note  (Unawdited}  (Unaudited)  (Unaudited) {Unaudited)

Revenues i7 274,666 706,003 81,628 178,970
Cost of revenues (297,394) (734,208 (83,287) (201,018)
Gross loss for the period (22,728) (25,140) (1,659 (22,048)
Selling and distribution expenses (15,324) (23,085) (3,861) {8.836)
General and administrative expenses (47,749) (54,554) (16,567) (18,310)
Loss from main operations (85,801) {102,779} (22,087) (49,194)
Finance costs (14,516) (40,309} {6,836) (12,462)
Group's share from an associate financial result (3,051) (62,230) (2,806) (4,373)
Other income - net 35,367 79,531 9,228 53,188
L.oss before zakat and income tax (68,001) (125,787 (22,501) (12.811)
Zakat and income-tax (7,348) (8,448) (1,833 (2.948)
Loss for the period (75,349)  (134.235) (24,334) (15.789)
Other Comprehensive income :
Group's share of fair value reserve (119) 10,361 2,493 438
Foreign currency translation adjustments 1,652 1,315 340 1,315
Total comprehensive loss for the period (73,816) (122,559 (21,561) {14,036)
Loss for the period attributable to
Parent Company shareholders {74,206) {133,668) (23,791) {15,710)
Non-controlling interest (1,143) {567) (543) (79)
(75,349) (134,235) (24,334) (15,789)
Total comprehensive loss for the period attributable to
Parent Company sharcholders (72,673) (121,992) (20,958) (13,957)
Non-controlling interest (1,143) {567} (543) )
(73,816) (122,559 (21,501) (14,036)

Loss per share from:

Main operations for the period 15 {7.76) (2.75) 2,08) (1.57)
Loss for the period 15 (6.71) (3.57) (2,15) (0.50)

The accompanying notes from 1 to 19 form an integral part of this interim condensed consolidated financial
information and should be read together with the interim condensed consolidated financial information and

independent auditor’s review report




SAUDI CABLE COMPANY
(A Saundi Joint Stock Company)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
FOR THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2619
(Expressed in thousands of Saudi Arabian Riyals)

Balance ar January 1, 2018

Loss for the period

Changes in fair value reserve

Foreign currency transfation adjustments
Reduction of share capital

Balance at September 30, 2018
{unaudited)

Balance at January 1, 2019

Loss for the period

Changes in fair value reserve

Foreign currency transiation adjustments
Net movement in non-controlling interest

Balance at September 30, 2019
{unaudited)

Foreign Non-
eurrency  Employee controlling Total
Share Fair value transiation  benefit Accumulated interest shareholders’
capital reserve reserve reserve losses Total (NCI) equity
404,114 (11,650) {7,068) - {175.542) 209,854 5,596 215,450
- - - - (133,668) (133.668) (567) £134.235)
- 19,361 - - - 10,361 - 10,361
- - 1,315 - - 1,313 - L31s
(293.500) - - - 293,500 ~ - -
110,614 (1,289) {5,753) - (15,710% 87.862 5.029 02,891
110.614 558 {6,703) 2,277 55.006 162,152 355) 161,797
- - - - (74,2086) {74,206} {1,143) {75,349)
- (119 - - - {119) - (119)
- - 1,652 - - 1,652 - 1,652
- - - - - - {458) {458)
110,614 839 (5,051) 2277 {19,200} 89,479 (1,956) 37,523

The accompanying notes from | to 19 form an integral part of this interim condensed consolidated financiaf information and should be read together with the interim

condensed consolidated financial information and independent auditor’s review report




SAUDI CABLE COMPANY
{A Saudi Joint Stock Company)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2019

{Expressed in thousands of Saudi Arabian Riyals)

Cash ltows from aperating activifies:

L.oss before Zakat and income-lax

Adjustments for:

Depreciation

Reversal of allowance for doubtful debts

Reversal of provision for obsolete and siow-moving inveniories
Gain from disposal of property, plant and equipment and investment property
Gain from disposal of Investments in subsidiaries

toss from financial assels at fair value through other comprehensive income
Amortization of intangible assels

Deferred tax assel

Group’s share of an associate {inancial results

Employees benefit obligations charged for the period
Extinguished financial liabilities

Finance costs

Changes in operating assets and liabilities;

Accounts receivabie

Retentions receivable

Prepaid expenses and other debit balances

Linbilled revenue

Inventories

Due from related parties

Accounts payable

Accrued expenses and other liabilities

Retentions payable

Due to related partics

Zakat and income-tax paid

Finance costs paid

Employees benefit obligations paid

Net cash (used in) provided by operating activities

Cash flows from investing activities
Additions 10 property and equipment
Additions to intangible assets

Proceeds from sale of property and equipment
Proceeds from disposai of investment

Net cash (used in} provided by investing activities

Cash flows from financing activities

Net movement in long and short-tenm loans
Obligation under finance lease

Change in restricted cash

Net cash provided by {used in) financing acfivities
Net change in cash and cash equivalents

Cash and vash equivalents af the beginning of the period
Cash from disposal of investment in subsidiary

Cash and cash equivalents at the end of the periad
Additional information for non-cash items:

Changes in fair value reserve
Foreign currency translation adjustments

The accompanying notes from | fo 19 form an integral part of this interim condensed consolidated financial
information and should be read together with the interim condensed consolidated financial information and
independent auditor’s review report

O@A

Fop the nipe months period ended September 30

2019 (Unaudited)

2018 (Unaudited)

(68,001} (125,787
16,587 50,133

- (4,748)
(9,943) (5,914)
- (866)

. (47,564)

- 499

295 6,492

- (2,195}

3,051 62,230
8,602 4,255

- (24,986)

14,516 46,309
68,932 70,656
8,280 3,740
8,436 (101,796}
(6,747) 8,807
(13,525) 92,525
25,522 -
(18,548} 6,771
(22,579) (3.789)
502 -
(1,804) 19,248
(9,569) (198)
(14,516) (25,181)
(1,818) {15,500}
(2,327) 7,141
{1,519) (25,601)
- (743)

- 8,169

- 66,025
(1,519) 47,850
2,032 (74,028)
(263) (2,914

- (6,861)

1,769 {83,803)
(2,077 (28,812)
15,488 83,264

- (5,205)

13,411 49,247
(119 10,361
1,652 1,315




SAUDI CABLE COMPANY

{A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
FOR THE THREE MONTHS AND SIX MONTHS PERIOD ENDED SEPTEMBER 30, 2019
{Expressed in thousands of Saudi Arabian Riyals)

1. ORGANIZATION AND PRINCIPAL ACTIVITIES

Saudi Cable Company (“the Company” or “the Parent Company™) is a Saudi joint stock
company rvegistered in the Kingdom of Saudi Arabia under Commercial Registration No.
4030009931 dated 27 Rabi AlThani 1396H, (corresponding to April 27, 1976).

The Group’s (*Parent Company” and its “subsidiaries™) activities represents manufacturing and
supplying electrical and telecommunication cables, copper rod, PVC compounds, wooden reels
and related products, The Group is also engaged in the contracting, trading, distribution and
supply of cables, electronic products, information technology products and related accessaries.

The registered office of the Company is jocated at the following address:
Saudi Cable Company

P. (. Box 4403, Jeddah 21491

Kingdom of Saudi Arabia

This interim condensed consolidated financial information was approved by the Board of
Directors on November 6, 2019,

2. BASIS OF PREPARATION OF THE INTERIM CONDENSED CONSOQLIDATED
FINANCIAL INFORMATION

Statement of compliance

The interim condensed consolidated financial information has been prepared in accordance with
International Accounting Standard (IAS) 34 “Interim Financial Reporting”™ that endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements issued by the Saudi
Organization for Certified Public Accountants, and should be read in conjunction with the
Group's consolidated financial statements for the year ended 31 December 2018 prepared in
accordance with international financial reporting standards and other standards and
pronouncements issued by the Saudi Organization for Certified Public Accountants considering
that the financial performance of the interim condensed consolidated financial information for
the period ended September 30, 2019 does not necessarily represent an indication of the expected
financial performance for the year ending December 31, 2019. Provisions effecting profit for the
period have not been made for the reserves which calculated in the annual consolidated financial
statements as at 31 December.

This interim condensed consolidated financial information does not include all the information
and disclosures required in the annual consclidated financial statements. 1AS 34 states that the
interim condensed financial information is intended to provide an update on the latest complete
set of annual financial statements. Hence, IAS 34 requires less disclosures in interim condensed
financial information than 1FRSs require in the annual financial statements.

Fair value measurement

Fair value represents the amount that may be collected from the sale of an asset or payment to
transfer an obligation between knowledgeable parties and with the same terms of dealing with
third parties. The fair value measurement depends on the following conditions:

- The principal market for assets or liahilities, or
- The most advantageous market for assets and labilitics in the absence of a major market, or
- Use of discounted cash flow in the absence of a major market or 2 more advantageous market.

-7-




SAUDI CABLE COMPANY

{A Saudi loint Stock Campany)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
FOR THE THREE MONTHS AND SIX MONTHS PERIQD ENDED SEPTEMBER 34, 2019
(Expressed in thousands of Saudi Arabian Rivals)

Asscts or Habilities measured at fair value

- Separate assets or Habilities,

- A group of assets or a group of liabilities or a group of assets and Fabilities.

- A set of accounting policies and hiterpretations that require {he calculation of fair value for
financial and non-financial assets and liabilities.

The group uses observable market inputs to the extent possible when measuring the fair value
of assets and Habilities. The group determines fair value using valoation techniques. The
company also uses the following levels which reflect the importance of inputs used in
determining fair value:

- Level 1: quoted prices {unadjusted) in an active market for similar assets or liabilities,

- Level 2: valuation methods based on inpuis other than quoted prices included in Level 1 that
can be observable for assets and Habilities, directly or indirectly.

- Level 3: valuation techniques that use inputs that have an important impact on fair value but
are not based on observable inputs.

The company recognizes transfers between fair value levels at the end of the reporting period at
the same time as the change occurs, the management believes that its estimates and
assumpiions are reasonable and sufficient,

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of Group’s interim condensed consolidated financial information requires
management to make judgmenis and cstimates that affect the application of the accounting
policies and reported amounts of revenues, expenses, assets, liabilities. Actual result may differ
from the previous estimates as a result of the changes in the circumstances in the future.

4. SIGNIFICANT ACCOUNTING POLICIES

New Standards, Amendment to Standards and Interpretations

The Group has adopted IFRS 16 “leases™ on Januvary I, 2019 using the revised retrospective
application methodotogy. Accordingly, the cumulative effect of applying IFRS 16 will be
recognized as an adjustment 1o the opening balance of retained earnings as at January 1, 2019
without adjusting the comparative financial information, which will continue to be presented
under IAS 17 and IFRIC 4.

Annual Improvements to IFRSs

- IFRS 3, 'Business combinations’, - a company remeasures its previously held interest in a joint
operation when it obtains control of the business.

- 1ERS 11,"Joint arrangements’, - a company does not remeasure ifs previously held interest in 4
joint operation wher it obtains joint control of the business.

- TAS 23, Borrowing costs' - a company treats as part of general borrowings any borrowing
originally made to develop an asset when the asset is ready for its intended use or sale. The
amendmenis are effective from January 1, 2019, with early application permitted, subject to KSA
endorsement.




SAUDI CABLE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
FOR THE THREE MONTHS AND SIX MONTHS PERIOD ENBED SEPTEMRBER 30, 2019

(Expressed in thousands of Saudi Arabian Riyals)

Changes in significant accounting policies:

Excepl as described below, the accounting policies applied in these Interim Condensed
Consolidated Financial Information are the same as those applied in the Jast annual
Consolidated Financial Statements for the year ended December 31, 2018,

IFRS 16 - Leases

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

1FRS 16 establishes principles for the recognition, measurement, presentation and disclosure
of leases and requires tenants to account for alf leases under one model in the statement of
financial position similar to accounting for finance leases under TAS 17. The standard
includes two waivers of lease recognition - "low value asset” leases and short-term leases
(Jeases of 12 months or less). Al the inception of the lease, the lessee recognizes the
obligation to pay the lease payments (the lease obligation) and the asset that represents the
right to use the asset during the lease term {right to use the asset). Tenants will have to
recognize separately the interest expense from the lease obligation and depreciation expense
from the right 1o use the asset. Tepants will also have to re-measure the lease liability when
cerfain events occur {i.e., a change in the lease term or a change in future Jease payments as a
result of the change in the index or rate used to determine these payments).

In general, the lessee will recognize the amount of the re-measurement of the lease obligation
as an adjustment fo the right to use the asset. The accounting of the lessor remains in
accordance with International Financial Reporting Standard No. 16, with no material change
to the current accounting in accordance with [AS 17, Lessors will continue to classify all
leases using the same accounting principle as IAS 17 and distinguish between two types of
leases: operating leases and finance leases.

IFRS 16 requires fenants and lessors to provide more comprehensive disclosures than
disclosures under IAS 17. IFRS 16 applics fo annual periods beginning on or after 1 January
2019, Early adoption permitted, but not before the entity applies IFRS 15. The tenant may
choose to apply the standard either full retrospective approach or modified retrospective
approach. The standard allow certain exemptions.

The Group adopted IFRS 16 on January 1, 2019 using the modified retrospective approach.
Accordingly, the cumulative effect of applying IFRS 16 will be recognized as an adjustment
to the opening balance of retained earnings as at January 1, 2019 without adjusting the
comparative financial information Which will continue to be presented under 1AS 17 and
IFRIC 4 and there was no impact on the interim condensed consolidated financial information
for the period ended September 30, 2019 in accordance with the application of the IFRS (16).

The Group has clected to use the proposed exemptions by the standard for leases with a lease
term of 12 months or less from the date of initial application of the standard, in addition to
leases contracts for which the underlying asset is low in value.




SAUDI CABLE COMPANY

(A Saudi Jfoint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
FOR THE THREE MONTHS AND SIX MONTHS PERIOD ENDED SEPTEMBER 30, 2019
{Expressed in thousands of Saudi Arabian Rivals)

5. BASIS OF CONSOLIDATING THE INTERIM CONDENCED FINANCIAL INFORMATION
Subsidiaries

These Interim Condensed Consolidated Financial Information comprising the Interim
Condensed Consolidated Statement of Financial Position, Interim Condensed Consolidated
Statement of Profit or Loss and other comprehensive income, Interim Condensed Consolidated
Statement of Changes in Sharcholders’ Equity, Interim Condensed Consolidated Statement of
Cash Tlows and notes to the Interim Condensed Consolidated Financial Information, include
assets, liabilities and the results of the operations of the Company and its subsidiaries.

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 control commences until the date on which controf 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 amount of Non
— Controlling Interest (“NCI”) over the fair value of the identifiable net assets acquired is
recorded as goodwill in the Interim Condensed Consolidated Statement of Financial Position.
NCT is measured at their proportionate share of the acquiree’s identifiable net assets at the date
of acquisition. If the business combination is achieved in stages, the carrying value of the
Group’s previously held equity interest in the acquiree i5 re-measured 1o fair value a1 the
acquisition date. Any gains or {osses arising from such re-ineasurement are recognised in profit
or loss. Intra-group balances and transactions, and any unrealized income and expenses arising
from intra-group transactions, are eliminated. Accounting policies of subsidiaries are aligned,
where necessary, to ensure consistency with the policies adopted by the Group. The Company
and its subsidiaries have the same reporting periods.

~ 10 -




SAUDI CABLE COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
FOR THE THREE MONTHS AND SIX MONTHS PERIOD ENDED SEPTEMBER 30, 2019
(Expressed in thousands of Sandi Arabian Riyals)

The accompanying interim condensed consolidated financial information

liabilities and the results of the operations of the following subsidiaries:

Company’s name

Principal activities

Country of
incorporation

include assets,

Effective % of

Domestic
Saudi Cable Company for
Marketing Limited

Mass Projects for Power and
Telecommunications Limited

Mass Centers for Distribution of
Electrical Products Limited

International
Mass Kablo Yatirim Ve Ticarel
Aneonim Sirketi

Demirer Kablo Tesisleri Sanayi Ve
Ticaret Anonim Sirketi

Mass International Trading
Company Limited (dormant)

Saudi Cable Company (U.A.E)}
L1.C

Elimsan Salt Cihazlari ye
Elcktromekanik San ve Tic. A.S

Elimsan Metalurji ve Makine San.
Ve Tic. A.S.

Purchase and sale of electrical
cables and related products

Turnkey power and
telecommunication projects

Electrical and

telecommunication
distribution services

Holding Company (Previously
Mass Holding Company)

Manufacture, supply
and trading of electrical cables

International trading
Sale of cables and refated
products

Manufacture 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

ownership

2419 2018
160% 100%
HIO% 100%
100% 100%
100% 1080%
160% 100%
100% 100%
94% 94%
4% 94%

As at September 30, the Group has the following investments in equity accounted investees:

Country of

Effective % of

Company’s name Principal activities incorporafion owncrship
2019 2018
Midal Cables W.L.L. Conductors & related Bahirain 50% 50%
products
XECA International Implementation of Saudi Arabia 25% 25%

Information Technology

information Systems and

network services

All subsidiaries and equity accounted investees have the same year-end as the Parent Company.

“11 -




SAUDI CABLE COMPANY

{A Saudi Joint Stock Company}

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
FOR THE THREE MONTHS AND SIX MONTHS PERIOD ENDED SEPTEMBER 30,2019
{Lxpressed in thousands of Saudi Arabian Riyais)

Financial Instruments

[FRS 9 sets out requirements for recognising and measuring financial assets, financial liabilities
and some contracts to buy or sell non-financial items. This standard replaces TAS 39 Financial
Instruments: Recognition and Measurement,

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

Classifieation and measurement of financial assets and financial liabilities

IFRS 9 largely retains the existing requirements i IAS 39 for the classification and
measurement of financial liabilities. However, it eliminates the previous IAS 39 categories for
financial assets held to maturity, loans and receivables and available for sale.

Under IFRS 9, on initial recognition, a financial asset is classified as financial assets measured
at amortized cost; FVOCI — debt investment; FVOCH - equity investment; or FVTPL. The
classification of financial assets under IFRS 9 is generally based an the business model in which
a financial asset is managed and its contractual cash flow characteristics. Derivatives embedded
in contracts where the host is a financial asset in the scope of the standard are never separated.
Instead. the hybrid financial instrument as a whole is assessed for classification.

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

- Itis held within a business model whose objective is 1o hold assets to coilect contractual

cash flows; and
- Its contractual terms give rise on specified dates to cash flows that are solely payments

of principal and interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:
- 1t is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

- Iis contractual ferms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

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

All financial assets not classified as measured at amortized cost or FVOCI as described above
are measured at FVTPL. This includes all derivative financial assets. On initial recognition, the
Group may irrevocably designate a financial asset that otherwise meets the requirements be
measured at amortized cost or at FVOCT as at FVTPL, if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

A financial asset (unless it is a trade receivable without a significant financing component that is
initially measured at the transaction price} is initially measured at fair value, for an item not at
EVTPL, plus transaction costs that are directly attributable to its acquisition.
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Impairment of financial asse(s

IFRS 9 replaces the ‘incurred foss’ mode] in IAS 39 with an “expected credit loss® (ECL) model.
The new impairment model applies to financial assets measured at amortized cost, confract assets
and debt investments at FVOCI, but not to investments in equity instruments. Under IFRS 9,
credit Tosses are recognized as earlier under TAS 39,

Credit-impaired financial assets

At cach reporting date, the Group assesses whether financial assets carried at amortized cost are
credit-impaired. A financial asset is ‘credit-impaired” when one or more events that have a
detrimental impact on the estimated future cash flows of the financial asset have occurred.

Presentation of impairment

Loss allowances for financial assets measured at amortized cost are deducted from the gross
carrying amount of the assets.

Impairment losses related to trade receivables are presented in the Consolidated Statement of
Profit or Loss.

Itedge Accounting

IFRS 9 requires the Group to ensure that hedge accounting relationships are aligned with its risk
management objectives and strategy and to apply a more qualitative and forward-looking
approach to assessing hedge effectiveness.

All hedging relationships designated under IAS 39 at 31 December 2017 met the criteria for
hedge accounting under IFRS 9 at [ January 2018 and are therefore regarded as continuing

hedging relationships.

The Group has taken an exemption not to restate comparative information for prior periods with
respect to classification and measurement (including impairment) requirements. Differences in
the carrying amounts of financial assets and financial liabilities resulting from the adoption of
IFRS § are not recognised in retained camings as at 1 January 2018 as amount was not waterial.
Accordingly, the information presented for 2017 does not generally reflect the requirements of
[FRS 9 but rather those of IAS 39,

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

- The determination of the business mode] within which a financial asset is held.

- The revocation of previous designations of certain financial assets

- The designation of certain investments in equity instruments not held for trading as at FVOCI.

6. CASH AND CASH EQUIVALENTS

September December
30,2019 31,2018
(Unaudited) {Audited)
Cash in hand 1,378 7i6
Cash at banks 12,033 14,772
13,411 15,488




SAUDI CABLE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
FOR THE THREE MONTHS AND SIX MONTHS PERIOD ENDED SEPTEMBER 30, 2019
(Expressed in thousands of Saudi Arabian Rivals)

7. ACCOUNTS RECEIVABLL

September December
30,2019 31,2018
{Unaudited) {Audited)
Trade recervables 364,415 373,347
Less: aliowance for doubtful debts {147,633) (147,633)
156,782 223714
Allowance for doubtful debts Movement was as follows:
September December
30,2019 31,2018
{Unaudited) {Audited)
Jan 1 147,633 158,648
Reversals - (4,748)
Written off - {6,267)
147,633 147,633
8. INVENTORIES
September December
36,2019 31,2018
{Unaudited) {Audited)
Raw materials 48,215 54,780
Finished goods 49,919 42,890
Spare parts and wooden reels 35,291 37,623
Less: Provision for slow moving and obsolete inventories {45.685) (55,628)
87,740 79,665
Goods in transit 5,689 -
Inventory under production 42,326 32,622
135,755 112,287

Provision for slow moving and obsolete inventories movement was as follows:

September December
30, 2019 31,2018
(Unandited) {Audited)
Jan 1 55,628 64,004
Reversals (9,943} (8,976)
45,685 55,628
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9. INVESTMENT IN AN ASSOCIATE
9.1'The movement in investment in an associate 15 as follows:

September  ecember
30,2019 31,2018
{(Unaudited)  (Audited)

January 1 321,982 416,844

Group share from losses for the period / year (3,031) (86,450}

Group share of net movement of unrealized gains related to cash

flow hedges, fair value and translation of foreign operations 669 17,561

Dividends received - (25,933)
319,600 321,982

9.2 Summarized financial information of associale company is as follows:

Midal Cable Ownership

W.L.L. % Assets Liabilities Revenues Net loss
September 30,
2019 50% 1,632,260 994,589 2,179,429 {6,102)
December 31,2018 0% 1,605,135 067,808 3,221,141 (172,980)

9.3 The Group has reduced the carrying value of investment in Xeca international Company for
information technology 10 SAR Nil in the previous years.

10. PROPERTY, PLANT AND EQUIPMENT

- Additions to property, plant and equipment during the period amounted to SR 1.519 million
(December 31, 2018: SAR 32.09 million).

- Depreciation expense of property, plant, and equipment for the nine months ended September
30, 2019 amounted to SAR 25.795 million (SAR 50.133 million for the nine months ended
September 30, 2018).

11. INTANGIBLE ASSETS

- There have been no additions to intangible assets during the period (December 31, 2018 SAR
1.46 million).

- The amortization of intangible assets for the nine months ended September 30, 2019 amounted
to SAR 0.295 million (SAR 6.492 million for the nine months ended September 30, 2018).

12. BANK BORROWINGS AND FINANCIAL RESTRUCTURING
The Group has several financing arrangements with local and foreign banks and development
financial institutions (SIDF) with short and long-term maturity to finance its working capital and
capital expenditure requirements. All these loans are obtained at prevailing commercial rates.
Short-term loans are secured by the assignment of Group’s receivables and have contractual
maturity within one year, whereas the loans relating to subsidiaries’ are sccured by the

Company’s guarantee.
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Short-term foans comprises the Tollowing:

September December
30,2019 31,2048
{Unaudited) {Audited)
L.ocal banks 2,739 3,141
Lenders of subsidiaries (outside Saudy Arabia) 2,126 47,351
4,865 50,492
Long-term loans comprises the following:
September December
30, 2019 31,2018
(Unaudited) {Audited)
Restructured 1oans with commercial banks 266,913 261,892
enders of subsidiaries (outside Saudi Arabia) 56,567 889
Loan from SIDF 108,278 109,250
419,694 372,031
Less: current portion of long tenm loans (210,871) {188,373)
Non-current portion of long term loans 208,819 183.658

On February 23, 2016, the Group has entered info financial restructuring agreements with its four
main lenders, which requires the Group to comply with additional covenants and atlows the Group
to reschedule repayment of its debts over a period of 7 years, with a final payment at the end of
December 2022 and subject to certain additional requirements. The total debt restructured was SAR
793 million including accumulated financing costs of SAR 85 million.

On April 17, 2017, the Group had entered into a final settlement Agreement with BNP Paribas
Bank on the basis of which the Group made a payment of SAR 40 million. Based on the terms of
the said agreement, on receipt of SAR 40 million by BNP Paribas Bank, the loan amount of BNP
Paribas Bank shall be reduced from SAR 142 million to SAR 24.99 million. Accordingly, the
Group has reversed the obligation through profit and loss, by SAR 77 million.

On Jume 11, 2017, the Group finalized further renegotiations to "Restructuring Frameowork
Agreement” through an amendment and restructuring by the Participating Banks (excluding BNP
Paribas Bank) and have agreed to defer the repayment of the loans for a further periods. According
to the terms of the said agreement, the Company shall increase its capital through issuance of right
shares and settle an amount of SAR 188.38 million. from the said proceeds by 30 June 2018. The
remaining amount of SAR 371.65 million is due in equal instalments commencing from December
31, 2018 to June 30, 2022,

On December 25, 2018, the Group entered into a Final Sertlement Agreement with National
Commercial Bank and Bank Al Jazira on the basis of which Saudi Cable Company paid an amount
of SAR 110 million, against receiving a waiver for the balance SAR 203 million due to these
banks. Accordingly, the Group has reversed the obligation through profit and loss.

The management believe that the remaining balance with Al Rajhi Bank, will continue unti] mutual
terms and conditions are agreed apart from the previous restructuring agreement.

The outstanding facilities are secured by a promissory note and morigage of part of Group’s
property, plant and equipment.
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Furthermore, the Group has agreed to dispose certain domestic and international real estate
properties and utilize its proceeds for repayment of restructured Murabaha Facility Agreement
amounting 1o SR 172.93 million. Moreover, the Group shall not create charge, mortgage, lien,
pledge or other encumbrance on any of the Group’s property, revenue or assets without
obtaining the consent of Financing Institutions,

13. ZAKAT AND INCOME TAX

Below is the status of zakat and income tax for the Companies in the Group:

Saudi Cable Company

The General Authority of Zakat and Tax (GAZT) assessed a zakat hability of SR 22 million on
the Company for the vears 2002 to 2004, The Company objection was filed in court but ended
not being in its favor. As a result, the bank guarantee with BNP Paribas of SR 11 million was
immediately in-cashed by the GAZT and remaining was scheduled for payment in accordance
with an installment plan starting from January 2019 onwards,

GAZT issued the assessment for the years 2005 to 2007 and claimed additional zakat and
withholding tax liability of SR 33.7 millicn. The Company objected the said assessment and
approached the Preliminary Appeal Committee (PAC) for the review and decision. PAC
approved the GAZT point of view. Accordingly, the Company filed an appeal against PAC’s
decision with Higher Appeal Committee (HAC), which also ruled in favor of GAZT. As a last
resort, the Company file a petition with BOG, which is still under review.

The GAZT has raised assessment for the years 2008 and 2009 with additional liability of 32.9
million. The company has filed an appeal against the GAZT’s assessment with the Preliminary
Appeal Committee (PAC).

The GAZT issued the assessment for the years from 2010 to 2012 and claimed additional Zakat
liability of SR 66.97 million. The company has filed an appeal against the GAZT’s assessment
with the Preliminary Appeal Committee (PAC). PAC approved the GAZT point of view.
Accordingly, the Company filed an appeal against PAC’s decision with Higher Appeal
Committee (HAC), which is under review,

The Company booked a provision of SR 99.7 million against current and above mentioned
assessment years by the GAZT. The Company filed its Zakat returns for the year between 2013
and 2018 and has obtained the restricted Zakat certificates.

Mass Centers for Distribution of Electrical Products Limited

The GAZT issued the Zakal assessments for the years from 1998 to 2007, which showed Zakat
liability of Saudi Riyals 1 million. The Company filed an appeal with the Higher Appeal
Committee (HAC) against the said assessments and is confident of favorable outcome. The
Company filed its Zakat returns for the years ended December 31, 2008 to 2010. The GAZT did
not issue the final Zakat assessments for the said years till to date. Although, the Company is
essentially dormant but is in the process to file the Zakat returns for the years from 2011 to 2018.
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Mass Projects for Power & Telecommunications Limited

The GAZT issued the Zakat assessments for the years from 1999 to 2004 and claimed additional
Zakat differences of SR 3.2 million. The Company filed an objection against the GAZT
assessment.

The GAZT issued the amended Zakat assessment of the Company for the vears ended December
31, 1999 to 2004 based on the Company’s objection, which has shown a Zakat liability reduction
of SR 13,462. The Company has requested the GAZT to transfer its objection for the said years
to the Preliminary Objection Commitiee (POC). The POC issued ils decision, by which the Zakat
differences were reduced by SR 2.1 million.

The Company filed an appeal against the said POC’s decision with the Higher Appeal Committee
{HAC) and submitted a bank guarantee of SR 1.0 million, which is still under review by HAC.

The (3AZT issued the Zakat assessments for the years from 20035 1o 2012 and claimed additional
Zakat differences of SR 34.7 million. The Company filed an objection against the GAZT
assessments, and GAZT recently issued the amended zakat assessment which has shown zakat
difference 27.7 million after reduction which is still under review.

The Company filed its Zakat returns for the years ended December 31, 2013 10 2018 and
obtained the restricted Zakar certificate for the year ended December 31, 2018. The GAZT did
not issue the Zakat assessment for the said years to date.

Saudi Cable Company for Marketing Limited

The GAZT issued the final assessment for the years 1996 to 2004, and claimed Zakat differences
of Saudi Rivals 17 million, The Company filed its objection against the said Zakat differences
and is confident of favorable outcome. The Company filed its Zakat returns for the years 2005 to
2007, The GAZT did not issue the final Zakat assessment for the said years till to date. Although,
the Company is essentially dormant but is in the process to file the Zakat returns for the years up

1o 2018,

14. SHARE CAPITAL

On August 2, 2018, the Board of Directors' decided to reduce the share capital of the Company
by SR 293.5 million by reducing the number of shares by 1:1.38, subsequent to approval of
Capital Market Authority. Consequently, the revised shares are 11,061,406 shares stated at SAR

10 each as at September 30, 2019 and 31 December 2018.

15. EARNINGS PER SHARE

Earnings per share for the period ended Scptember 30, 2019 and for the period ended September
30, 2018 were calculated by dividing the foss from operations and loss for each period by the
weighted average number of shares outstanding during the period.
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16. COMMITMENTS AND CONTINGENCIES

The following are the commitments and contingencies:

Septeniber December
30,2019 31,2018
_(Unaudited) {Audited)
Property mortgage and guarantees 177,785 167,313
QOutstanding forward metal contracts 69,564 91,036
Contingent liabilities in respect of performance and bid bonds 45,511 54,849
Authorized capital expenditure commitments 3,733 4222

In addition to providing guarantees in respect of bank facilities available to certain subsidiaries,
the parent company is commitied to support such subsidiaries in meeting their Jiabilitics as they
fall due,

17. SEGMENTAL INFORMATION
Operating Segment

The Group has the following main business segmenis:

e Sale of manufactured goods.
o Turnkey power and telecommunication projects (based on the confracis).

These form the basis of internal management reporting of main business segments

Sale of goods Contract revenue Total
September December September December September December
36,2019 31,2018 30, 2019 31,2018 30,2619 31,2018
(Unaudited)  (Audited)  (Unaudited)  (Audited)  (Unaudited) (Audited)

Assets 1,104,894 1,209,781 180,919 186,809 1,285,813 1,396,590
Liabilities 887,111 1,160.313 311,179 74,480 1,198,290 1,234,793
Net Sales 216,478 801,223 58,188 03,800 274,666 865,023
Net Profit \ (Loss) {84,6180) (62,833) 10,404 {119} (74,206} (62,9523
Sale of goods Contract revenuc Total
September September  September  September  September September
30,2019 30,2018 30,2019 30,2018 30,2019 30,2018
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) {Unaudited)
Assets 1,104,894 1,451,876 180,919 169,156 1,285,813 1,621,032
Liabilities 887,111 1,221,107 311,179 307,034 1,198,290 1,528,141
Net Sales 216,478 660,711 58,188 45,357 274,666 706,068
Net Prafit \ (Loss) (84,018) (133,451) 16,404 (217) (74,206) (133,668)
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Geographic Information

The Group's operations are conducted in Kingdom of Saudi Arabia, UAE and Turkey. Seleeted
financial information summarized by geographic area, is as follows:

Saudi Arabia UAE Turkey Total
September 30,
2019 (Unaudited)
Assets 847,558 33,930 404,325 1,285,813
Liabilities 866,326 1,875 330,089 1,198,290
Net Sales 251,984 0,018 16,664 274,666
Net Loss (63,469) (1,449 (9,288) (74,2006)
Sandi Arabia UAE Turkey Total
September 30,
2018 (Unaudited)
Assets 1,380,528 57,634 182.870 1,621,032
Liabilities 1,184,973 24,030 319,138 1,528,141
Net Sales 480,738 56,317 169,013 706,068
Net loss (126,994) {1,078) (5,596) {133,668)
Saudi Arabia UAE Tuarkey Total
December 31,2018
(Audited)
Assets 962,400 23,768 410,422 1,396,590
Liabilities 062,312 2,292 330,189 1,234,793
Net Sales 625,290 76,705 163,028 863,023
Net Profit \ (Loss) 14,624 {1,713) {75.863) (62,952)
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18, FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

The following table shows the carrying amounts and fair valuss of financial assets and financial
liabilities, including their levels in the fair value hierarchy. It does not inelude fair value
information for financial assets and financial liabilities not measured at fair value if the carrying
amount is reasonably approximate to its fair value,

Carrying amount Fair Value
Amortized Fair Level Level Level
Cost Value H {2) (3} Total

September 30,2019

Financial Assets
Cash and Cash Equivalents 13,411 . - - - -
Financiai assets at fair vatue through

other comprehensive income - 45 - 45 - 45

Retentions receivable 91,611 - - - - -

‘Trade receivable and other

reccivables and De from related

parties 317,821 - - - - - :
422,843 45 - 45 - 43 -

Financial Liabilities

Accounts payable 258,026 - - - - -

Derivative Financial instruments - 7106 “ 796 - 796

Due to related parties 48,945 - - - - -

Short term loans 4,865 - - - - -

Long term loans 419,690 - - - - -
731,526 796 - 796 - 796

December 31, 2618

Fipancial Assets

Cash and Cash Equivalents 15,488 - - - . -

Financial assets at fair value through

other comprehensive income - 45 - 45 - 45

Retentions receivable 99,89] - - - - -

Trade receivable and other

receivables and Due from related

partics 420,711 - - - “ -
536,090 45 - 45 - 45

Financial Liabilities

Accounts payable 276,574 - - - - -

Derivative Financial instruments - 1,659 - 1,659 - 1,659

Due to related parties 50,749 . - - - -

Short terin Joans 50,492 - - - - -

Long term loans 372,031 - - - - -
749,846 1,659 - 1,659 - 1,659

19, SUBSEQUENT EVENTS

The management believes that there was no significant subsequent events since the period-end
that require disclosure or adjustment in these lnterim Condensed Consolidated Financial
Information.
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