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TO: THE SIIAREHOLDERS
MIDDLE EAST SPECIALIZED CABLES COMPAIIY
(A SAUDI JOINT STOCK COMPANT)

Scope of Audit: We have audited the accompanying consolidated balance sheet of Middle East
Specialized Cables Company (A Saudi Joint Stock Company) (..the Company,,) and its
subsidiaries (collectively the "Group") as at 3l December 2016 and, the related consolidated
statements of income, cash flows and changes in shareholders' equity for the year then ended and the
attached notes (l) through (25) which form an integral part of the consolidated financial statements.
These consolidated financial statements are the responsibiiity of the Group's management in accordance
with Article (126) of the Regulations for Companies. our responsibility is to exlress our opinion on
these consolidated financial statements based on our audit and the information and explanations we
obtained which we considered necessary for the purposes of our audit.

We conducted our audit in accordance with auditing standards generally accepted in the Kingdom of
Saudi Arabia. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall consolidated financial statements presentation.
we believe that our audit provides a reasonable basis for our opinion.

Unqualified Opinion: ln our opinion, the consolidated financial statements taken as a whole:

l) Present faitly, in all material respects, the consolidated financial position of the Group as at 3l
December 2016, and the consolidated results of its operations and its cash flows for the year
then ended in accordance with generally accepted accounting standards in the Kingdom of Saudi
Arabia appropriate to the circumstances of the Group.

2) Comply with the requirements of the Regulations for Companies and the Company's By-laws
with respect to the preparation and presentation of the consolidated financial statements.

15 JumadaAl-Thani 1438H (March 14,2017\
Riyadh, Kingdom of Saudi Arabia

I}IDEPEI\DENT AUDITORS' REPORT

Abdullah M. AlAzem

License No. 335

'6gt;6fi*6yv@
fii,lt, A ,,iff,i,
3$au"ft,s,"F##jg

AlAzem & AlSudairv

Abdullah M.IAJ Azem
License No.335

Audit, Tax & consultants



MIDDLE EAST SPECIALIZND CABLES COMPANY
(A Saudi Joint Stock Company)
CONSOLIDATED BALAI\CE SHEET
(Amounts in Saudi Rival)

ASSETS
Current assets
Cash and cash equivalent
Account receivables
Current portion of retention receivables
Inventories
Due from a related party
Advances, prepayments and other current assets

Total current assets

Non-current assets
Available for sale investments
Retention receivables
Fixed assets
Intangible assets

Total non-current assets

Total assets

LIABILITIES AND SHAREHOLDERS' EOUITY
LIABILITIES
Current liabilities
Short term loans
Current portion of long term loans
Trade and notes payable
Due to a related parfy
Accrued expenses and other current liabilities

Total current liabilities

Non-current liabilities
Long term loans
Employees' end of service benefits

Total non-current liabilities

Total liabilities

SHAREHOLDERS' EQUITY
Equity attributable to Company,s shareholders
Share capital
Statutory reserve
Accumulated losses
Unrealized gain on available for sale investments

Total equity attributable to Company's shareholders

Non-controlling interest

Total shareholder's' equity

Total liabilities and shareholders' equity

As at 31 December

2016 2015

26,846,960 34,949,393
405,437,609 369,665,015
21,294,705 9,954,962

197,642,497 231,995,926
654,051

19,429,694 27,706,073

671,295,405 673,161,159

4,537,349
30,981,112 33,492,146

333,133,749 429,315,964
1,533,591 1,294,495

370,185,799 463,092.495

Note

12 (a)
12 (b)

12 (b)

102,699,299
118,202,743
160,644,439
42,393,510
76,363,354

141,223,932
160,890,703
r32,204,355

2,439,725
59,207,929

4
5

6

7
l3
8

9
6

l0
l1

l,04lo4glo204 1,136,253,654

13

t4

500,292,343 495,955,443

75,413,292 296,933,623
21,045,395 32,695,260

96,458,677 329,618.883

596,751,020 925,574,326

600,000,000
28,985,190

(175,225,055'.)

4,537,349

600,000,000
28,995,190

(254p92,562)_

458,297,473 373,992,619

(13,567,299) (63,313,290)

444,730,194 310,679,329

1,041,491204 1,136,253,654

The attached notes I to 25 form part of these consolidated financial statements.
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MIDDLE EAST SPECIALTZED CABLES COMPANY
(A Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF INCOME
(Amounts in Saudi Riyal)

Sales
Cost of sales

GROSS PROFIT

EXPENSES
Selling and marketing expenses
General and administrative expenses
Cost of unutilized production capacity
Impairment of fixed assets

TOTAL EXPENSES

rNcoME / (LOSS) FROM OPERATTONS

Financial charges
Other income (expenses), net

TNCOME (LOSS) BEFORE ZAKAT AND TNCOME TAX
AI\D NON-CONTROLLING INTERESTS

Zakat

rNcoME (LOSS) BEFORE NON-CONTROLLTNG
INTERESTS

Non-controlling interests

NET TNCOME (LOSS) FOR THE YEAR

Earnings / (loss) per share:

Atnibutable to:
lncome / (loss) from operations

Net income (loss) for the year

For the year ended
3l December

2016 20t5

836,163,994 997,697,031
(714,036,989) (806,951,402)

122,126,906 80,735,629

Note

t6
t7
18

19

(41,571,753\
(40,760,969)
(12,390,563)

(71,132,076)
(43,870,720)
(23,856,169)
(61,494,700)

(94,723285) (200,343,665)

27,403,621

Q3,06s206)
72,449,192

(119,609,036)

(29,539,073)
(507,435)

21

76,797,597 (149,653,544)

(7,778,948) (3,572,769)

69,008,649 (153,226,312)

10,759,959 49,525,449

79,767,507 (103,700,964)

I5

0.46 (l.ee)

(1.73)1.33

'The attached notes I to 25 form part of these consolidated financial statemen$.
?



MIDDLE EAST SPECIALIZED CABLES COMPANY
(A Saudi Joint Stock Company)
CONSOLIDATED STATEMENT Or C,ISrr rr,OWS
(Amounts in Saudi Riyal)

OPERATING ACTIVITIES
Income (loss) before zakat and income tax and non-controllins interests
Adjustments to:

Depreciation and amort ization
Impairment of fixed assets
Finance charges
Provision for doubtful receivables
Provision for doubtful retention receivables and impairment
Provision for slow moving inventories
Gain from sale of investment
Loss from sale of available for sale investments
Loss from sale of fixed assets

Provision for employees' end of service benefits

Changes in operating assets and liabilities;
Trade receivables
Retention receivables
Advances, prepayments and other cuffent assets
Inventories
Accounts and notes payable
Due from lto arelated,pafty
Accrued expenses and other current liabilities
Employees' end of service benefits paid
Zakat and, income tax paid

Net cash from operating activities

INVESTING ACTTYITIES
Proceeds from sale of available for sale invesrments
Additions to fixed assets

Addition to intangible assets

Net cash used in investing activities

FINANCING ACTIVITIES
Proceeds from short term loans
Repayments of short term loans
Proceeds from long term loans
Repayments of long term loans
Finance charges paid
Net cash used in financing activities

(DECREASE) / INCREASE IN CASH AND CASH EQUIVALENT
MESC - Jordan share reversal after selling the investment

9qr!:r9-gph^e9g!yalent at the beginning of the year
cAsH AND CASH EQUryALnXr.lf THE Ei\D OF THE
YEAR

NON CASH TRANSACTIONS:
Unrealized loss on available for sale investments

For the year ended
3l DecemberNote

t9

5

6
7

20

2016

76,797,597

36,932,315

16,158,107
49,543

932,443
31965,431

(73,932,544)

520,731
4,555,590

2015

(149,653,544)

41,955,071
61,494,700
23,169,ggl
22,324,952

9,629,933
rg,6lI,g3g

1,623,590

9,141,g3;

2l

65,969,213

(46,710,722)
(10,761252)

5,3491540
7,401,062

44,059,554
(12,794,897)

16,579,313
(6,605,927',)
(7,929,748'.)

38,299,151

47,075,230
(767,353)
1,962,413
2,656,326
9,597,315

395,4gg
(2,604,911)
(1,991,475)
(8,929,513)

54,555,136 85.682"782

(3,g39,631;
(670,838)

3,221,592
(8,669,662)

(4,610,469)

107,761,465
(109,202,075)

(44,232,576)
(9,153,429)

(54,926,614)

(4,891,947)

Q,220,576)
34,949,393

(5,447,090)

244,543,561
(261,913,434)

6,714,415
(41,624,435)
(t9,295,201)
(71,575,094)

8,660,609

26,299,775

26,846,960 34,949,393

4,537,349

The attached notes I to 25 form part of these consolidated financial statements.
4
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MIDDLE EAST SPECIALIZED CABLES COMPANY

1 ORGANISATION AND ACTTVITIES

Middle Easl Spgcia.lized.Cables Co^qpany ("MESC") (the "Company") is a Saudi Joint Stock Companvr.eeislepd. in Riyadh,.Si1g{g. of Saudi.Arabia, rird". commircial'r"girt uiion;;#;b l;iyi;gi
dated 10 Jumada Awal 1413H (corresponding to 4 November lgg2). e -- ------'

The. Company and its subsidiaries mentioned.below (collectively the "Group") are engaged in theproduction.and sale of flexible electric, coaxial, rubbei and nylori .out"a *iie'. ind cablEs."i"r""fr"""
cables for internal extensions, computer cables,'safety and anli-fire wires una .uUl"r-;il;";tdi';;;
transmission of information cables.

The address of the Company's registered office is as follows:

Al Bait project, Building no. 1

Salahuddin Sheet
P.O.Box 585
Riyadh 11383
Saudi Arabia

The Company's share capital is divided
2015:60 million shares) of SR 10 each.

(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIII SUrNrVrNrtr,S
tr.OR THE YEAR ENDED 31 DECEMBER 2016

into 60 million shares as of 3l December 2016 (31 December

Country of
tion

The company-had thefollowing subsidiaries & investments as at 31 December 2016. The financial
statements of these subsidiaries are consolidated, and the investments are recorded atfair market,;Gl;
these consolidated financial statements.

Current legal
ownership 7ozols zots

Middle East Specialized
Cables Company- Jordan
(MESC Jordan) (a)

Joint Stock Company 19.9 49 Jordan 31 December

57.5 69.14 Jordan 3l December

United
100 Arab 3l December

Emirates

Financial
Year end

MESC for Medium and High Closed Joint Stock
Voltage Cables Company (b) Company
MESC - Ras Al-Khaimah 

Limited Liabiliry
Company

a) On 28 March 2016,withan aim to restructure MESC Jordan ownership, the Company has enteredinto a share s4j^agr_eement wherebyahe Company sold.and t"g"i{t ariif;;; o*rr"r'.hif of zg.lr,of shares in MESC Jordan. In 
^Aprii 20 I 6, the'composition of tire board of directors of MesCroiaan

y:p:4qlg".d and as a result of the share sale transiction reducing tht;wn;nip in MEStI;ra;;-'
MESC-KSA wjs re_qgle4 to_reduce its board representation of ITZESC J".d;G"d[fi;;L;r;f'
control. Therefore, MESC KSA stopped consoli'dating MESC Jordan nom Oi eprit 7OtO. 

-- --

b) gl_ry.tniR in MESC for Medium and High Voltage Cables Company is 57.5% directly andremaining indirectly through its subsidiiry, tuiatte East SpeiiaiiZed-Cfii;J Cii|p;";_
Jordan.

2 BASIS OF'PREPARATION

a) Statement of compliance

These consolidated financial statements have been prepared in accordance with the generally accepted
1cgg'yntfng standards inrhe.Kingdom of Saudi ara'Uia issued by the Suuai Cj;gilr;ti"";;', e-"-f,;?;;;Public Accountants (SOCPA).

The Group will prepareits consolidated financial statements from January 1,2017 in accordance with theInternational Financial Reportjlg Standards.(Ens) .issued Qv lternatio"nuf at"ounting sianJard B;;;;(IASB) which i t:-::,":9it"9 
!y,th", $udi'Q1sf ization for Certified iuuri" Accou'ntants (socra).once The Grorlp. apPlies International Financial-Reporting St?n$rd; (mnSj,-if must compry *itr, ir.i"requirements of^(IFRS l) "First-time adoption of Internat'ionut Finunc)A nJp*irg Standalds,'ioi ifi,periods starting from January 1,2017.

100



MIDDLE EAST SPECIALIZED CABLES COMPANY
(A Saudi Joint Stock C v)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

2 BASIS OF PREPARATION (continued)

b) Basis of measurement

These consolidated financial statements have been prepared on the historical cost basis, except for the
measurement at fait value of held for trading investments and available for sale investments, using the
accrual basis ofaccounting and going concern concept.

The consolidated financials have been prepared on a going concern basis, which assumes that the Group
will continue to operate and meet its customers, vendors and lenders commitments.

As at 3l December 2016,the Group has accumulated losses of SR 175 million, of these accumulated
losses Jordanian operations have contributed SR 230 million loss, which has been offset by retained
earnings of SR 55 million from the Saudi and UAE operations of the Group. The Saudi and UAE
operations generate 85% of the Group's total revenue with all the operating segments, including
operations in Jordan, generating gross operating profit. The Jordaniun op"rutions aie operatingat34% if
its normal capacity and therefore has resulted in a net loss situation for the Jordanian operations.

To stop the continual increase in the accumulated losses and to turn the Jordanian operations into profit,
the management is taking the following corrective actions:
o right sizing of the operations;
e focusing on securing new business in the region; and
o renegotiating the credit facilities on favorable terms.

Further the Group:
o overall is generating positive operating cash flows SR 54.6 million for 2016 (2015: SR 85.7 million);o has a positive current ratio; and
o all segments are generating positive gross margins.

At this time, the Management is of the opinion that no asset is likely to be realized for an amount less
than the amount at which it is recorded in the consolidated financial statement as at 3l December 2016.

Further, the Group companies also have syndicated loans. Under the terms of loan agreements, the banks
have the right to demand immediate repayment of the loans if any covenants are not met. As of 3l
December 2016, the Group was not in compliance with certain covenants, and the management is in the
process of obtaining a waiver from the banks for such covenants. Loans where the covenant conditions
have not been met have been included under current liabilities. The ongoing viability of the Group
entities and their ability to continue as a going concern and meet their debts and commitments as they
fall due are mainly dependent upon the Group entities being successful in:
o receiving the continuing support from its banks; and
o achieving forecast operational performance and generating sufficient future cash flows to meet its

business objectives and financial obligations.

The Management is confident that the Group will be successful in the above matters and will be able to
continue in operations for the foreseeable future and has accordingly prepared these consolidated
financial statements on a going concern basis.



MIDDLE EAST SPECIALTZED CABLES COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMNNTS
FOR THE YEAR ENDED 31 DECEMBER 2016

2 BASIS OF PREPARATION (continued)

c) Functional and presentation currency

These consolidated financial statements are presented in Saudi Riyal (SR), which is the functional and
reporting cunency of the Company.

d) Basis of consolidation

These consolidated financial statements include the assets, liabilities and the results of the operations of
the Company and its subsidiaries as stated in note I above.

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern
the financial and operating policies of an entity so as to obtain benefits from iti activitiei. The fiiancial
statements of subsidiaries are included in the consolidated financial statements from the date that control
commences until the date that control ceases.

Wherever necessary, adjustments are made to the financial statements of subsidiaries to brins their
accounting policies in line with those used by the Group.

All intra-group transactions, balances, income and expenses including unrealized gain and losses entities
are eliminated in full on consolidation.

Non-controlling interest represents the interest in subsidiary companies, not held by the Group which are
measured at their proportionate share in the subsidiary's recognizable net assets. Transactions with Non-
controlling interest holders are treated as transactions with parties external to the Group.

e) Use of estimate and judgment

The preparation of consolidated financial statements requires management to make judgment, estimates
and assumptions that affect the application of policies and reported amounts of assets, liabilities, income
and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised and in future periods affected.
Significant areas where management has used estimates, assumptions or exercised judgment are as
follows:

i) Provisionfor slow moving inventorv items

The management makes a provision for slow moving and obsolete inventory items. Estimates of net
realizable value of inventories are based on the most reliable evidence at the time the estimates are
made' These estimates take into consideration fluctuations of price or cost directly related to events
occurring subsequent to the balance sheet date to the extent that such events Confirm conditions
existing at the end of period.

ii) Impairment of availablefor sale investment

The Group exercises judgment to calculate the impairment loss of available for sale investments as
well as their underlying assets. This includes the assessments of objective evidence which causes other
than temporary decline in the value of investments. Any significant and prolonged decline in the fair
value of equity investments below its cost is considered objective evidence foi the impairment. The
determination of what is "significant and prolonged" requires judgment. The Group also considers
impairment to be appropriate when there is evidence of deterioration in the financial health of
investee, industry and sector performance, changes in technology, and operational and financing cash
flow.



MIDDLE EAST SPECIALIZED CABLES COMPANY
(A Saudi Joint Stock C v)
NOTES TO THE CONSOLIDATED FINANCINT, STA.TNMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

2 BASIS OF PREPARATION (continued)

f) Use of estimate and judgment (continued)

i ii) Impairment qf ac c ounts r e c e iv ab I e

A provision for impairment of accounts receivable is established when there is objective evidence that
the Group will not be able to collect all amounts due according to the original terms of the receivables.
Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
financial rcorganization, and default or delinquency in payments are considered indicators thai th"
account receivables are impaired. For significant individual amounts, assessment is made on
individual basis. Amounts which are not individually significant, but are overdue, are assessed
collectively and a provision is recognized considering the tengttr of time and past recovery rates.

iv) Impairment of non-financial assets

The Group assesses, at each reporting date or more frequently if events or changes in circumstances
indicate, whether there is an indication that an asset may be impaired. If any indication exists, or when
annual impairment testing for an asset is required, the Group estimates the asset's recoverable amount.
An asset's recoverable is the higher of an asset's or cash genirating unit's (CGU) fair value less cost to
sell' and its value in use, and is determined for the individual asset, unless the asset does not generate
cash inflows which are largely independent from other assets or groups.

Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. In determining the
fair value less costs to sell, an appropriate source is used, ,u"h u, observable market price or, if no
observable market price exists, estimated prices for similar assets or if no estimated prices for similar
assets exist, it is based on discounted cash flow calculations.

3 SIGNIFICAIIT ACCOT]NTINGPOLICIES

The significant accounting policies of the Group are set out below:

a) Cash andcash equivalent

Cash and cash equivalent comprise cash on hand, cash at banks in current accounts and other short-term
highly liquid investments with original maturities of three month or less, if any, which are available to the
Group without any restrictions.

b) Accounts receivable

Accounts receivable are stated at original invoice amount less provision made for doubtful debts. A
provision against doubtful debts is established when there is objective evidence that the Group will not be
able to collect the amounts due according to the original terms of receivables. Bad debts are written off
when identified, against its related provisions. The provisions are charged to consolidated statement of
income and any subsequent recovery of receivable amounts previously written off are credited to the
statement of income .



MIDDLE EAST SPECIALIZED CABLES COMPANY

NorES To rHE CONSOLTDATED FINANCIAT, sr.trrwtrt{rs
FOR THE YEAR ENDED 31 DECEMBER 2016

3 SIGNIFICAI\T ACCOUNTING POLICIES (continued)

c) Inventories

Inventories are measured at the lower of cost and net realisable value. Cost is determined using the
weighted averuge method. Cost includes expenditure incurred in acquiring the inventories, productiin or
conversion costs and other costs incurred in bringing them to their existing location and condition.

In the case of finished goods and work in progress, cost includes an appropriate share of production
overheads based on normal operating capacity.

Net realisable value comprises estimated selling price in the ordinary course of business, less further
production costs to completion and appropriate selling and distribution costs. Provision is made" where
necessary, for obsolete, slow moving and defective stocks.

d) Investments

Available fnr sale investments
Available for sale_investments principally consist of less than20Yo share in quoted and unquoted equity
investments including mutual funds investments, which are not held for trading purposes und ,rh"r" th"
Group does not have any significant influence or control. These are initially rec6gnizeA and subsequently
re-measured at fair value. Any changes in fair value are recognized in equity as fair value reserve until the
investment is disposed. Any significant and prolonged dicline in 

-vaiue 
of the available for sales

investments, if any, is charged to the consolidated statement of income . The fair value of investments that
are actively traded in organized financial markets is determined by reference to quoted market bid prices at
the close of business on the consolidated balance sheet date. For investments where there is n^o active
market, including investments in unquoted privet equity, fair value is determined using valuation
techniques. Such techniques include using recent ur.'r iingth market transactions; reference to the current
market value of another instrumen! which is substantially the same; discounted cash flow analysis and
option pricing models, otherwise the cost is considered to be the fair value for these investments.

Investment in an associate
Associates are those entities in which the Group has significant influence, but not control, over the financial
and operating policies. Significant influence is presumed to exist when the Group holds betwe en 20%o and
50Yo of the voting power of another entity. Investment in associates are initially recognized at cost. The
Company's investment includes goodwill identified on acquisition, net of any accumulated impairment
losses. The financial statements include the Group's share of income and 

"*p".r.", 
and equity movlment of

the investment in associates from the date that significant influence cb--"n"es until the date that
significant influence ceases.

When the Group's share of losses exceeds its interest in an associate, the carrying amount is reduced to nil
and recognition of further losses is discontinued except to the extent that the Gioup has incurred legal or
constructive obligations or made payments on behalf of an associate. The Group's share of profits o. l-orr.,
of the investee companies is credited or charged to the consolidated statement of in"o-" as ,,Share in results
of Investment in Associates".

e) Intangible assets - software

Intangible assets acquired separately are reported at cost less accumulated amortization and accumulateci
impairment losses. Amortization is charged on a shaight-line basis over their estimated useful life of 6
years' The estimated useful life and amortization method are reviewed at the end of each annual reporting
period, with the effect of any changes in estimate being accounted for on a prospective basis. ' r
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MIDDLE EAST SPECIALTZED CABLES COMPANY
(a.Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

SIGNIFICANT ACCOUNTING POLICIES (conrinued)

Fixed assets

Fixed assets are stated at cost less accumulated depreciation and any impairment in value. Land and
capital work in progress are not depreciated. The fixed assets are depreciatei on a straight line basis over
the estimated useful lives of the assets.

The following annual rates are applicable:

i)

Buildings
Plant and machinery
Furniture, fixture and office Equipment
Vehicles

Rate
s%
7%-25% (accessories and testing equipment)
tl%-t5%
2s%

Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in
the item of fixed assets' All other expenditures are recognized,inthe consolidated statement of income
when incurred.

g) Provisions

A provision is recognized if, as a result of past events, the Group has a present legal or constructive
obligation that can be estimated reliably, and it is probably that an outflow of 

".ono111i" 
benefit, will be

required to settle the obligation.

h) Trade Payable and Accruals

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether
billed by the supplier or not.

i) Employees'end of semice benefits

Employees' end of service benefits are accrued currently and are payable as a lump sum to all employees
under the terms and conditions of local labor regulations on termination / end of their employment
contracts. The liability is calculated as the current value of the vested benefits to which the employee is
entitled, should the employee leave at the statement of financial position date. End-of-service payments
are based on employees' final salaries and allowances and their cumulative years of service, as dlfined by
the conditions stated in the local laws.

j) Zokat and Income tax
The Company is subject to zakat in accordance with the regulations of General Authority of Zakat and
Tax ("GAZT"). Foreign subsidiaries are subject to the relevant Zakat and Tax regulations in their
countries of domicile. Company's zakat and its share in the foreign subsidiaries zakat are accrued and
charged to the consolidated statement of income currently. Foreign zakat and income tax attributable to
the foreign subsidiaries shareholders are charged to non-controlling interests in accompanying
consolidated financial statements. Additional zakat and foreign income tax liabilities, if any, r"fut"a tt
prior years' assessments are accounted for in the period in which the final assessments are finalized.

k) Statutory reserve

In accordance with the Regulations for Companies in Kingdom of Saudi Arabia,the Company is required
to transfer l|Yo of its net income for the year to a statutory reserve until such reserye equals 30% of its
share capital. This statutory reserve is not available for distribution to shareholders.

ll



MIDDLE EAST SPECIALIZrcD CABLES COMPANY
A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

Q Operating leases

Payment under operating lease is recognized in the consolidated statement of income on a straight-line
basis overthe term of the lease. Lease incentives received are recognized as an integral part of the total
lease expense over the term ofthe lease.

m)Borrowings

Borrowings ate recognized at the proceeds received, net of transaction costs incurred. Borrowing costs
that are directly affributable to the construction of a qualifring asset arc capitalized up to stage when
substantially all the activities necessary to prepare the qualifuing asset for its intended .rr" ur" co"mpleted
and, otherwise, such costs are charged to the consolidated statement of income .

n) Revenue recognition

Revenue from sales is recognized upon delivery of products by which the significant risks and rewards of
ownership of the goods are transferred to the buyer and the Group has no eifective control or continuing
managerial involvement to the degree usually associated with ownership over the goods. Sales is
recorded net ofreturns, trade discounts and volume rebates.

o) Expenses

Selling and marketing expenses are those arising from the Group's efforts underlying the marketing,
selling and distribution functions. All other expenses, excluding cbst of sales ana nnancial charges, are
classified as general and administrative expenses. Allocations of common expenses between cost of sales
and selling, marketing, general and administrative expenses, when required, are made on a consistent
basis. Direct costs pertaining to unutilized production capacity is charged to income statement and
disclosed separately.

p) Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are
subject to risks and returns that are different from those of other business segments. A geographical
segment is engaged in producing products or services within a particular ..onorni" environmeni that are
subject to risks and returns that are different from those of segments operating in other economic
environments.

q) Earning / (Loss) per share

Earnings i (loss) per share attributable to income / (loss) from operations and net income / (loss) for the
yeat arc calculated by dividing income / (loss) from operations and net income / (loss) ior tire year,
respectively, by the number of shares outstanding.

r) Foreign cunency translation

Tr ans actions and b al anc e s
Transactions denominated in foreign currencies are translated to the functional cuffency of the Group
entities at the exchange rates ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are translated to the functional currency ofthe
Group entities at the exchange rate ruling at that date. Exchange difference arising on translaiion are
recognized in the consolidated statement of income currentlv.

F ore i gn sub s idiaries and as s o c i ate s
The results and financial position offoreign subsidiaries and associates having reporting currencies other
than functional currency of the Company, are translated into the functiJnuf 

"uoen"y. 
Cumulative

adjustments resulting from the translations are reported as a separate component of equity.

When investment in a foreign subsidiary and associate is partially disposed off or sold, currency
translation differences that were recorded in equity are recognized in 

"on.btduted 
income statement as

part of gain or loss on disposal or sale.

l2



MIDDLE EAST SPECIALTZED CABLES COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCINi Sr,trNVrNrVr,S
FOR THE YEAR ENDED 31 DECEMBER 2016
(Amounts in Saudi Riyal)

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

s) Contingent liabilities

All possible obligations arising from past events whose existence will be confirmed only by the
occuffence or non-occurrence of one or more uncertain future events not wholly with the contiol of tn.
Company; or all present obligations arising from past events but not recognized because: (i) it is not
probable that an outflow of resources embodying economic benefits witt be required to settle the
obligation, or (ii) the amount of the obligation cannot be measured with sufficient reliability; allshould
be assessed at each balance sheet date and disclosed in the Company's financial statements under
contingent liabilities.

t) Offsetting

Financial assets and liabilities are offset and reported net in the consolidated balance sheet when there is a
legally enforceable right to set off the recognized amounts and when the Group intends to seffle on a net
basis, or to realize the asset and settle the liability simultaneously.

4 CASH A]\D CASH EQUTVALENT

Cash in hand
Cash at bank - current account

5 ACCOTNIT RECETVABLES

Accounts receivables
Less: provision for doubtful receivables

Movement of the provision for doubtful receivables was as follows:

At the beginning of the year
Additions during the year
Amounts written off during the year

MESC - Jordan share reversal after selling the investment
At the end of the year

RETENTION RECEIVABLES

Retention receivables
Less: provision for doubtful retention receivables and impairment

Presented in the balance sheet as follows:
Retention receivables
Current portion of retention receivables

2016

246,355
26,600,505

J5&15,860

2015

240,933
34,709,450
34,949,393

2016 20t5

449,323,176 436,613,757
(43,885,569) (66,948,742)
n5,437,608_ 36946s pr:_

2016

66,949,742
49,543

(33,817)
(23,078,900)

20rs

45,349,670
22,324,952

(724,780)

_11!!lEqr

2016

61,929,093
(9,562,276)

_ s2a6sw_

30,ggl,ll2
21,294,705

_ s226sw_

_ rg2lu42

2015

51,066,941
(9,629,933)

_42,43f_08_

33,492,146
9,954,962

_ 42,43U08
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MIDDLE EAST SPECIALIZED CABLES COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016
(Amounts in Saudi Riyal)

Movement of the provision for doubtful retention receivables and impairment was as follows:

(A Saudi Joint Stock C v)

At the beginning of the year
Additions during the year
At the end of the year

7 IIIVENTORIES

Finished goods
Raw and packing materials
Work in progress
Spare parts
Goods in transit

Less: provision for slow moving inventories

Movement in the provision of slow moving inventories was as follows:

At the beginning of the year
Charge for the year
Written off during the year

MESC - Jordan share reversal after sellins the investment
At the end of the year

8 ADVANCES, PREPAYMENTS AI\D OTIIER CURRENT ASSETS

Advances to suppliers
Prepaid expenses
Margin deposits
Employee loans
Insurance receivables
Other current assets

9 AVAILABLE F'OR SALE IIYVESTMENTS

Cost:
At the beginning
Disposal during the year
At the end of the year

Unrealized gains (losses):
At the beginning
Net movement during the year
At the end of the year

Net carrying amount

2016

8,629,933
932,443

__26ofr6

2015

9,629,933

@

2016

840139,664
84,041,974
20,090,615
14,027,824
21,710,592

224,009,659
(26,367,162)

_p74ag_

2016

39,742,944
3,965,431

(7,258,011)
(10,083,102)

2015

101,714,063
104,092,601
3I,949,626
19,930,955
74,941,525

271,629,670
(39,742,944)
231,995,926

20t5
20,567,417
19,611,939
(436,511)

__2546 62 __32142$!t

2016

5,963,347
6,886,040
2,702,937
1,378,425

579,607
lr9l9,42g

19,429,684

201s

10,718,173
10,697,691
2,351,963
1,792,265

633,699
1,512,403

_ zrfgs,071_

20r5

4,945,162
(4,845,162)

2016

4,537,349
415371349

4,537,349

(938,837)

__2tw+

t4



lc-r | .f
lvl \olrnl oo

ldl vi
l-l *
I t-- | a.)
l-ll od
I.n I c.l
lt, l sf,

s5$ Rlq€" n ls"l*OO v lol3 l8l

v
s
co
C.)
(a)

.i llr-il
oillrll
ail
o\ ll*tl

tl

= ' sltrlh $lsl; ^-^l5le l*ltl

(a
r,o
\o
N

SilSF I

;{;q+
R+ES
o\*v+
$.f, \o

il*g' s
iag {
66- V
l.ai' '- \O

9

q)

tr

Iro
'5el 

-.fl z' #=
F E iE
E.E H E-Pos ().3 -E >,'O !?rI€ se
E re.stE
i!2IEE

= 
H SF:9J (g ti o-

dASii,E

.^-t bvtr^a
tsQ

=oosil c.t:.) P!.vgE 6N A69€,< \
LE ts (fi \
9E 9? r 'o.EgA: E
:'= : T €
€€ : i s
Eq j g F
T= 5 t xOH 9 ? d
!4 t= E r\9"4!^l
g€ E EHgR

a=\o93X
= 

b0 h.r L

ix t.F 0 E €
Ef.Eg. sfi g

S*E€ g i A

; E E H €€ E
?:,E€ € S ;
EEcl ,i; ii

sfiEEg s€ fi

t\

tr)l

c\U htr
o'5

o- c)'-

'6A

E(D
d6

.-o
Xor -iFE (\
v): *
oE g

*- I

trB ePP e€6 HA
oc.)tt-g €FF ?

d9i- bb
H= Cgr:< €

'i

os o

u0 2tia9A726
2tn XFc.t fu5o F^w
F.:O E.Y.= 7J_ F

-v'- C 6)Eg Fc.l (,$9 IaA .9a.6. 
=-hts E

=H o\
X ca c'l
\j'+ (.,

tV
o= a
=t .;n<*
oo -o c.l.cnda&Ecnr- 

=HF Ev9F
al .^

=u 
r.l

-|.<*>f ./*o a
JCg

5e I
la 

=

tg o
oo9 s
EE i
=.='=d

5F =.=.:n: F
.lJ- .jo(€ x

-z xax at
5H > 9

-v 
i 1.-o\<t cEi u

tr4 A. o!ivd I-^- g c)
5b {3-Q Ltr'tr q/ 6E€ e e

.J!-V5 =.- xFa<E ii
AdA

\o il\o ll(ll
o.ill
c* tl
r-- ll

il

tl

tl

co ll\o 
ll

+tl$ll\o ll

tl

ci ll

o\ ll

vill
Ntl$tl
cril

tl

il

or llo\ ll

c.i llf'- llo\ ll

olll$tl
oril

tl

rrl *ll(at til
?.) | I* ll+l rtllin | ?.t ll\Ol F{ll
Frl (')ll
ol (.)llrl tall

tilttl

€
€
00t-
t(a
r-.$$$$

HS"$' ',lH.l "'
N oo.{ lO\ |

F 3"V lql*vl*l
ll

$$$ $lq

q{a$ a lq qes
qqss p lfl nK*
E- i 

=lfil 
€KJ

-l I

lol \e qr' l lrr l-st 8"a H t5l
El ;h 

=. 
lillnal s^ s" l3lI x Hlql

| '- -l*l

inil
€ll
oill\o ll(f)ll

ltl
-ll

tl

tl

\fil
?4il
tn ll

€tl(\ tl

o\ 
ll

tl

ll

ot lltntl
t-t ll

odll
|,ntl
r'. il

6r 
ll
tl

tl

ra ll?4il

r-. Il

\o tl

6il
o\ ll
!-r 

ll
tl

il

or ll

\o tl

.tll
(')il
(4il
o\ ll

-ll-ll
tl

li

\o
o\€
GI\o(a
o\

IrO I

t6t I

I t-,'{ I

l.dl
l'-{ |tltl

t|,nllo\ |

t\o Itin I

Itf I

lt")l
IItt
l=l
l\0 I

Itl

tNllr- |ttl
lFltltltttl

*OO,^:=5 S
;d.$"i vl
r^ A si a.l
eiFt-- N
V.v

=9P 
' e;5A od€"i €F- 9

ol
c.t

c.l

$c-
ol
$
co

qg" $ gle]

F$ $ sl$l

talo pl

= Fol:91
.E aJ

.t.sl\JI

\ %I

F*l
S.s IYI-l

I

ni\ 9 tl

s Ftsl
.Ss"$l\:{ ul\l

ESI\'\|
S-Sl
s8l* *l

I

\OF- |
rn(r)
\o ral
O\ cO
oo co
c.i oo
soo

rttl

\0

N

.ha
&F.r llEAta,i
'= rrEX=-o

t9IFtz
I r-'ltf-
t>
I r-'lIF
IF
t3IF
lallt<
l-
IUlz
t*:l-o
Itr ol
la&

iE/a-tr9
. I lil'{

;HZa; 
'-vErl

z
ge
Fr<
a[9y>
Qtr
Fi F(
-ie6Afu

>.-

(-)
J()
+)a
e

.+lrol

v)l
I<t

z
't,

A
Q
a
r--l

i
^t

U
A
!l
r--]E
N
-j

U
r-'l
-tt,
0
Fa
-r--]
-|.]A
-A
E



MIDDLE EAST SPECIALTZED CABLES COMPANY
A Saudi Joint Stock Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR TIIE YEAR ENDED 31 DECEMBER 2016
(Amounts in Saudi Riyal)

10 FD(ED ASSETS (CONTrr\UED)

Depreciation charge for the year is as follows:

Cost of sales

Cost of unutilized production capacity (note l g)
General and administrative expenses (note 17)

41,495,023

1I INTANGIBLE ASSETS

Intangible assets represent costs relating to the information systems. Movement in the intangible assets
were as follow:

2016

29,745,316
5,538,729
1416,539

lffqgdqr_

2016

1,294,495
670,939

(431,732)
1,533,591

20r5

31,357,922
9,183,156

953,945

20ts

1,754,533

(460,048)

_ r2elllt_
t2

a)

At the beginning of the year
Additions during the year
Amortization during the year
At the end of the year

BANK BORROWINGS

Short term loans

Short term loan
Murabaha loan

20t5

4l,69g,29g 91,723,932
61,000,000 49,500,000

102,699,299 141,223,932

Murabaha and term loans are obtained from various financial institutions and are secured by
promissory notes, corporate guarantees and pledge of certain fixed assets. The facilities bear
financial charges on prevailing market rates at SIBOR plus margin as defined in the facilities
agreements.

b) Long term loans

2016 2015
Presented in the balance sheet as follows:
Long term loans
Current portion of long term loans

i. During the year ended 3l December 2015, the subsidiary (Middle East Specialized Cables
Company - Jordan) signed a new loan restructuring agreement (the "Agreement,') with its
bankers to restructure its short term loans, which has beenionvertedinto a sfndicated ioan.

ii. Current portion on long term loans include a loan balance of SR 83 million (2015: SR ll5
million) which as per original loan contract is not due within 12 months however the Loan
agreements contains certain covenants that were not met as of 31 December 2016. As banks
faye the right to demand immediate repayment of the loans in case of a covenants breach, this
balance has been classified into current iiabilities.

iii. Long term loans are obtained from various financial institutions and are secured by promissory
notes, corporate guarantees and pledge ofcertain fixed assets.

2016

75,413,292 296,933,623
118,202,743 160,990,703

_1214 ri g,8J!;%
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MIDDLE EAST SPECIALIZED CABLES COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED rrNINCr,Ir, STTbIVIEI.{TS
FOR THE YEAR ENDED 31 DECEMBER 2016
(Amounts in Saudi Riyal)

13 RELATED PARTY TRANSACTIONS AND BALANCES

The related parties of the Group consists of its shareholders, affiliate companies, directors and key
management personnel. In the ordinary course of business, the Group enters into transactions witl
related parties which are based on prices and contract terms upprou.d by the Group's management.
Following are the details of major related party transactions during the year ended 3l DecembEr 2016
and 3l December 2015 along with their balances:

a) Transactions with related parties

Significant related party transactions during the year were as follows:

Nature of
Related partv Rerationship transactions 2016 2015

Middle East Fiber Cable Affiliate purchases
Manufacturing Company \g40,02g 2,g93,069

Sales 3,409,173 125,792

CONTRACTORS SERVICES co. Affiliate Sales 760,2t0

Middle East Specialized cables Affiliate purchases 30r026rs14
Company- Jordan (MESC Jordan)

Sales 16,734,535

The above transactions resulted in the following amounts due from and due to a related pafi at
balance sheet date:

b) Due from a related party

2016

654,051

2015

Middle East Fiber Cable Manufacturing Company

c) Due to a related part_y

6s4.051

2016

Middle East Fiber Cable Manufacturing Company
Middle East Specialized cables company- Jordan (MESC Jordan) 42,3g3,510

2015

2,439,725_

___32i!$1q __2,433121_
d) remuneration, compensation and bonuses of the key management personnel and attendance fee of

Board Directors and members of Board Committees paid during the year ended 31 Decemb er 2016
was SR 7,791,355 (2015: SR 6,207,295).

t7



MIDDLE EAST SPECIALIZND CABLES COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAT, ST.q.TNMEN'TS-
FOR TIIE YEAR ENDED 31 DECEMBER 2016
(Amounts in Saudi Riyal)

14 ACCRUED E)(PENSES AI\D OTHER CURRENT LIABILITIES

2016 2015

17,209,446 15,353,451
12,322,524 12,473,324
31,723,900 22,031,975
2,537rggg 3,371,460

120570,595 5,977,719

_J5A$A4 se291,82!_

15 EARNTNGS / (LOSS) PER STTARB

Basic earnings / (loss) per share is calculated by dividing income / (loss) from operations and net income
(loss) for the year by the weighted average number of issued shares of 60 million at 3l December 2016
(2015: 60 million shares).

16 SELLING AND MARI(ETING E)PENSES
2016 2015

15,860,749 16,495,966
49,543 22,324,952

8,579,233 9,900,926
932,443 9,629,933

9,759,420 9,596,913
1,293,117 1,211,907
957,177 7 55,325

412401071 4,326,454

_lwlfss* _J1,p2,075_

Accrued expenses
Zakatpayable
Advances from customers
Directors remuneration payable
Other current liabilities

Salaries and related costs
Provision for doubtful receivables
Freight
Provision for doubtful retention receivables and impairment
Promotion and advertisine
Travel
Rent
Others

17 GENERAL AND ADMINISTRATIVE E)PENSES

Salaries and related costs
Consultancy and professional fees
SIDF and restructuring finance charges
Repairs and maintenance
Travel
Depreciation (note 10)
utilities
Amortization of intaneible assets
Other

18 COST OF UNUTILIZED PRODUCTION CAPACITY

Salaries and related costs
Depreciation (note 10)

2016 20r5

60851,935 14,673,013
5,5390729 9,193,156

12,390,563 23,956,169

2016

27,797,379
3,329,139
2,426,694
l,4gg,g3g
1,032,416
l1216,539

t74,396
431,732

2,964,746

_40r60p6e-

2015

29,065,075
5,914,451
2,656,190
1,172,260
l,202,glg

953,945
495,445
460,049

3,060,497

_ 43,8?9120_

18



MIDDLE EAST SPECIALTZED CABLES COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCI,TI SrIrNVrrWrS
FOR THE YEAR ENDED 3I DECEMBER 2016
(Amounts in Saudi Riyal)

19 IMPAIRMENT OF'FXED ASSETS

As mentioned in note 2 (b), the Group is facing operational losses in Jordan. The challenging
environment and geo political conditions have adversely affected the anticipated sales anO mariinl
which has resulted in under-utilization of plant capacity leading to operationul lorr., in Jordan based
Cash Generating Unit (CGU). During December 2015, the Company has carried out a detailed
assessment of impairment of its CGU based in Jordan.

Based on the assessment, the fair value less cost to sell, determined by an independent valuer on disposal
basis, is higher than value in use of the CGU. Accordingly, the recoverable amount of the CGU is based
on the fair value less cost to sell. The fair value less cost to sell is lower than the carrying amount of the
fixed assets by SR 6l million.

The impairment loss relates to the fixed assets and charged to the income statement as follows:
Carrying
amount

Carrying
amount

2016 2015

_ (1,623,590)
73,932,544
(10483,3621 1,116,745
72,449,182 (507.435)

20r6 20ls

Plant and machinery - Middle East
Cables Company- Jordan
Plant and machinery - MESC for Medium and
High Voltage Cables Company

20 OTHER TNCOME (DPENSES), NET

Loss from sale of available for sale investments
Reversal of amounts due to subsidiary
Miscellaneous

Equity
Opening provisions and other adjustments
Book value ofnon-current assets

Adjusted net income
Zakatbase

before fmpairment after
impairment loss impairment

Specialized

73,729,944 (34,906,535) 3g,923,309

t!6,421,750 (26,679,165) g9,743,5g5

__ryugf24_ _re!,4ur!g_ _'2sfqqf4!_

2I ZAKAT AI\D INCOME TAX

a) Status of assessment

Zakat has been calculated in accordance with the General Authority for Zakat and Tax (GAZT)
Regulations. The Company has filed its Zakat declaration for the y"u.r up to 31 December 2015. No
final assessment is received from General Authority for Zakatand Tax (GAZD since 200g onwards.

b) Zakatcomponents

The significant components of Zakat base for the year ended comprise of the following:

439,507,739 542,791,200
83,265,959 62,134,723

(233,581,616) (160.184.473)
289,192,091 444,131,450
111'697,234 (59,497,945\

__4qd!2flr __!!I'6tiI9I_
The Company settles_zakat for Saudi operations and investments in foreign subsidiaries separately. The
above table shows the combined zakat base as at 3l December 20f6. The zakat baie for Saudi
operations and investment in MESC - Ras Al-Khaimah for the year ended December 31,2016 were SR
336 million (2015: SR 335 million) and SR 65 million (2015: SR 51 million) respectively.

I9



MIDDLE EAST SPECIALTZND CABLES COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAI, STATNVTTT.ruS
FOR THE YEAR ENDED 31 DECEMBER 2016
(Amounts in Saudi Riyal)

2t ZAKAT AND INCOME TAX (CONTTNUED)

c) Zakatprovision

Movement of the Group's Zakat provisions for the year ended 3l December comprise the following:

2015
17,929,069
9,650,000

(6,077,232)
(9,929,513)

__ n,473;4_

22 SEGMENT INT'ORMATION

a) The Group's operations are carried out in three principal geographical locations, Kingdom of Saudi
Arabia, Jordan and United Arab Emirates. Selected financial information as of 3 I December and for the
years then ended, summarized by geographic area, are as follows:

Balance at the beginning of the year
Zakatprovision for the year
Reversal of zakat provision
Paid during the year

Saudi Arabia

As st and for vear ended 3I December 2016

2016
12,473,324
10,000,000
(2,221,052\
(7,929,749',)

___n$n,521_

United Arab
Emirates

Elimination of
Intersegment
transactions
and balances Total

Sales
Gross profit
Cost of unutilized
production capacity
Depreciation and
amortization
Finance charges

705,292,490
95,757,550

16,690,916
8,394,462

120,274,096
3,392,149

(12,390,563)

9,460,09s
8,057,032

Q6,001,984)
153,537,030
161,853,631

235,951,409
22,977,209

10,791,304
6,613,712

3,760,493
338,904,249
158,157,755

(225,354,090_)

(310,457,4g;)
(124,460,307)

Elimination of
Intersegment

transactions and
balances

836,163,994
122,126,906

(12,390,563)

36,932,315
23,065,206

69,009,649
1,041,491,204

596,151,020

Total

Net income / (loss) before
non-controlling interest 91,250,150
Total assets 859,497,414
Total liabilities 40l,l9g,g4l

Saudi Arabia Jordan
United Arab

Emirates

As at andforyear ended 3I December 2015

Sales

Gross profit
Cost of unutilized
production capacity
Impairment of fixed assets
Depreciation and
amortization
Finance charges
Net income / (loss) before
non-controlling interest
Total assets

Total liabilities

lgl,g0g,gg6
(3,234,521)

(23,856,169)
(61,484,700)

14,679,951
14,733,936

(125,725,079)
321,092,153
446,792,493

20

(175,851,908) 887,697,031
90,735,629

Q3,956,169)
(61,494,700)

41,955,067
29,539,073

(153,226,312)
1,136,253,654

825,574,326

654,594,969
67,624,212

16,797,564
8,514,604

(27,912,991)
756,306,462
382,313,944

217,045,195
16,345,939

10,479,652
6,289,533

3ll,75g
340,963,543
137,116,059

(282,0g5,504;
(140,648,070)
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22 SEGMENT INFORMATION (CONTIT\UED)

b) Sales from one customer of the Group's operations in KSA represented SR 67.3 million (2015: SR g0.3
million) of the group's total sales.

c) The Group operations, primary segmentation, is on a geographical basis, with similar product ranges.

23 COMMITMENT A}[D CONTINGENCIES

a) At 31 December.20l6,the Group has outstanding bank guarantees of SR 156.66 million (2015: SR
139.67 million) issued by the local and foreign banks in respect of performance bonds.

b) At 31 December 2016, tlre Group has outstanding bank letter of credits of SR 30.75 million (2015:
SR 45.05 million) issued by the Group's banks against certain purchase of raw materials and other
supplies.

24 RISK MANAGEMENT

Financial assets of the Group consists of bank balance, accounts and others receivables, held for trading
investments, available for sale investments and other assets. Financial liabilities of the Group consis-t
from bank loans, account payables and other liabilities.

The Group activities expose the business to a number of key risks, which have the potential to affect its
ability to achieve its business objectives.

Fair value risk

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. As the accompanying financial
statements are prepared under the historical cost method, except for the revaluation of the available-for-
sale at fair value through equlty, differences may arise between the book values and the fair value
estimates.

Credit risk

Credit risk is the risk that one par:ty to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss and arises principally from Group, bank- balances,
accounts, and others receivable including due from related parties.

The credit risk in respect of bank balances is considered by management to be insignificant, as the
balances are mainly held with reputable banks in the Kingdom of Saudi Arabia, Jordon and United Arab
Emirates.

The Group attempts to monitor credit risk relating to accounts receivable by monitoring credit
exposures, limiting transactions with specific counterparties, and continually assessing the credit
worthiness of counterparties. As at year end, the counterparties have sound financial position and have
ability to repay their dues.

Market risk

Market risk is the risk to change in fair value of financial instruments from fluctuation in foreign
exchange rates(currency risk), market interest rates (interest rate risk) and market prices (price risf),
whether such changes are caused by factors specific to the individual instrument or its issuei or factois
affecting all instruments traded in the market.

2l
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24 RISKMANAGEMENT(continued)

Carrencv risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates' The Group's transactions are principally in Saudi Riyal (SR), United States Dollars
(USD), United Arab Emirates Dirham (AED) and Jordanian Dinar (JD). The Group is not exposed to
significant culrency risk as SR, AED and JD are pegged to the USD.

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market
interest rates.

The Group monitors interest rates on a currency-by-curency basis. The modified duration of the fixed
income investments in each cunency is used as an indicator of the sensitivity of the assets to changes in
current interest rates. lnterest rate risk exposure on bank loan is controlled by close monitoriig of
interest rate throughout the year. Immediate action is taken to stem any significant fluctuations.

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

25 APPROVAL OF TIIB CONSOLIDATED F'INAi\CIAL STATEMENTS

The consolidated financial statements were authorized for issuance by Board of Director on 14 March
2017.
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