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Independent auditor’'s review report on the interim condensed consolidated financial
statements to the shareholders of Zamil Industrial Investment Company (A Saudi Joint Stock
Company)

Introduction:

We have reviewed the accompanying interim condensed consolidated statement of financial
position of Zamil Industrial Investment Company (“the Company") and its subsidiaries (collectively
referred to as “the Group™ as at 30 September 2019, and the related interim condensed
consolidated statements of income and comprehensive income for the three-month and nine-
month periods ended 30 September 2019, and the related interim condensed consolidated
statement of changes in equity and 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 statements in accordance with International Accounting Standard 34, “Interim Financial
Reporting” (“IAS 34") endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a
conclusion on these interim condensed consolidated financial statements based on our review.

Scope of Review:

We conducted our review in accordance with International Standard on Review Engagements
2410, "Review of Interim Financial Information Performed by the Independent Auditor of the
Entity” 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.

Conclusion:

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed consolidated financial statements are not prepared, in all
material respects, in accordantewith IAS 34 endorsed in the Kingdom of Saudi Arabia.

for Ernst & [Young
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Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

At 30 September 2019

1 CORPORATE INFORMATION

Zamil Industrial Investment Company ("the Company") was converted to a Saudi Joint Stock Company in accordance with
the Ministerial Resolution number 407 dated 14 Rabi' I 1419 H (corresponding to 9 July 1998). Prior to that the Company
was operating as a limited liability company under the name of Zamil Steel Buildings Company Limited. The Company is
registered in the Kingdom of Saudi Arabia under Commercial Registration number 2050004215 dated 19 Ramadan 1396 H
(corresponding to 14 September 1976) with the following branch in the Kingdom of Saudi Arabia:

Commercial registration number Date Location

2050099363 8 Jumada' Il 1435H Dammam

The Company has investment in the following subsidiaries:

Zamil Steel Holding Company Limited - Saudi Arabia

- Zamil Steel Pre-Engineered Buildings Company Limited - Saudi Arabia

- Zamil Structural Steel Company Limited - Saudi Arabia

- Zamil Towers & Galvanizing Company Limited - Saudi Arabia

- Zamil Process Equipment Company Limited - Saudi Arabia

- Building Component Solutions Company Limited - Saudi Arabia

- Zamil Steel Construction Company Limited - Saudi Arabia

- Zamil Inspection & Maintenance of Industrial Projects Company Limited - Saudi Arabia
- Metallic Construction and Contracting Company Limited - Egypt

Zamil Air Conditioners Holding Company Limited - Saudi Arabia

- Zamil Air Conditioners & Home Appliances Company Limited - Saudi Arabia
- Zamil Central Air Conditioners Company Limited - Saudi Arabia

- Zamil Air Conditioning & Refrigeration Services Company Limited - Saudi Arabia
- Ikhtebar Company Limited - Saudi Arabia

- Eastern District Cooling Company Limited - Saudi Arabia

- Zamil Energy Services Company Limited - Saudi Arabia

- Zamil Air Conditioning and Refrigeration Services Company W.L.L - Bahrain
Zamil Steel Building Company - Egypt

Zamil Steel Buildings (Shanghai) Company Limited - China

Cooling Europe Holdings GmbH - Austria

Zamil Steel Buildings India Private Limited - India

Zamil Steel Engineering India Private Limited - India

Arabian Stonewool Insulation Company - Saudi Arabia

Zamil Industrial Investment Company - UAE

Zamil Steel Industries Abu Dhabi (LLC) - UAE

Zamil Structural Steel Company - Egypt

Zamil Construction India Private Limited - India

Zamil Information Technology Global Private Limited - India

Zamil Higher Institute for Industrial Training - Saudi Arabia

Second Insulation Company Limited - Saudi Arabia

Zamil Air Conditioners India Private Limited - India

Saudi Central Energy Company Limited - Saudi Arabia

Zamil Industrial Investment Company Asia Pte. Limited - Singapore

Zamil Steel Buildings Vietnam Company Limited - Vietnam

Gulf Insulation Group - Saudi Arabia

Saudi Preinsulated Pipes Industries - Saudi Arabia

Zamil Hudson Company Limited - Saudi Arabia

Petro-Chem Zamil Company Limited - Saudi Arabia

Effective ownership percentage

30 September
2019

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
92.27%
51%
51%

31 December
2018

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
92.27%
51%
51%
50%
50%




Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2019

1 CORPORATE INFORMATION (continued)

During the period, legal formalities with respect to liquidation of Zamil Hudson Company Limited and Petro-Chem Zamil
Company Limited have been completed and accordingly the Group have derecognised assets, liabilities and non-controlling
interest related to these subsidiaries.

The Company and its subsidiaries listed above (collectively referred to as the "Group") are engaged in design and
engineering, manufacturing and fabrication of construction materials, pre-engineering steel buildings, steel structures, air
conditions and climate control systems for commercial, industrial and residential applications, telecom and broadcasting
towers, process equipment, fiberglass, rockwool and engineering plastic foam insulation, and solar power projects.

The interim condensed consolidated financial statements of the Group as of 30 September 2019 were authorised for issuance
in accordance with the Board of Directors resolution on 31 October 2019 (corresponding to 3 Rabi' I 1441H).

2 SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

These interim condensed consolidated financial statements have been prepared in accordance with International Accounting
Standard 34 “Interim Financial Reporting” as endorsed in Kingdom of Saudi Arabia (KSA). The interim condensed
consolidated financial statements do not include all the information and disclosures required in the annual financial
statements, and should be read in conjunction with the Group’s annual consolidated financial statements as at 31 December
2018. In addition the results of the operations for the period ended 30 September 2019 do not necessarily represent an
indicator for the results of the operations for the year ending 31 December 2019.

These interim condensed consolidated financial statements are prepared using historical cost convention except for the
remeasurement of equity instruments at fair value through other comprehensive income, using the accrual basis of
accounting. For employees and other post-employment benefits, actuarial present value calculation is used.

These interim condensed consolidated financial statements are presented in Saudi Riyals (“SR”) which is also the functional
currency of the Group. All values are rounded to the nearest thousands (“SR ‘000”"), except when otherwise indicated.

New standards, interpretation and amendments adopted by the Group

The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are consistent
with those followed in the preparation of the Group’s annual consolidated financial statements for the year ended 31
December 2018, except for the adoption of new standards effective as of 1 January 2019. The Group has not early adopted
any other standard, interpretation or amendment that has been issued but not yet effective.

The Group applies, for the first time, IFRS 16 Leases that requires restatement of previous financial statements. Several other
amendments and interpretations apply for the first time in 2019, but do not have an impact on the interim condensed
consolidated financial statements of the Group. As required by IAS 34, the nature and effect of these changes are disclosed
below:

IFRS 16 Leases

IFRS 16 supersedes IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease, SIC-15 Operating
Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease. The standard
sets out the principles for the recognition, measurement, presentation and disclosure of leases and requires lessees to account
for most leases under a single on-balance sheet model.

Lessor accounting under IFRS 16 is substantially unchanged from IAS 17. Lessors will continue to classify leases as either
operating or finance leases using similar principles as in IAS 17. Therefore, IFRS 16 did not have an impact for leases where
the Group is the lessor.

The Group adopted IFRS 16 using the modified retrospective method of adoption with the date of initial application of 1
January 2019. Under this method, the standard is applied retrospectively with the cumulative effect of initially applying the
standard recognised at the date of initial application. Since, the Group recognised the right-of-use assets at the amount equal
to the lease liabilities, adjusted by the amount of any prepaid lease payments relating to that lease recognised in the
consolidated statement of financial position immediately before the date of initial application. Therefore, no adjustments
were required in the retained earnings at the date of initial application.




Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2019

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

New standards, interpretation and amendments adopted by the Group (continued)

IFRS 16 Leases (continued)

The Group elected to use the transition practical expedient allowing the standard to be applied only to contracts that were
previously identified as leases applying IAS 17 and IFRIC 4 at the date of initial application. The Group also elected to use
the recognition exemptions for lease contracts that, at the commencement date, have a lease term of 12 months or less and do
not contain a purchase option (‘short-term leases’), and lease contracts for which the underlying asset is of low value (‘low-
value assets”).

The effect of adoption of IFRS 16 as at 1 January 2019 (increase/(decrease)) is as follows:

SR'000
Assets
Right-of-use assets 131,319
Prepayments (11,806)
Total assets 119,513
Liabilities
Lease liabilities 119,513
Total liabilities 119,513

Gross lease liabilities at 1 January 2019 have been discounted using a weighted average incremental borrowing rate of 5.43%.

The Group has lease contracts for land and other equipment. Before the adoption of IFRS 16, the Group classified each of its
leases (as lessee) at the inception date as either a finance lease or an operating lease. A lease was classified as a finance lease
if it transferred substantially all of the risks and rewards incidental to ownership of the leased asset to the Group; otherwise it
was classified as an operating lease. Finance leases were capitalised at the commencement of the lease at the inception date
fair value of the leased property or, if lower, at the present value of the minimum lease payments. Lease payments were
apportioned between interest (recognised as finance costs) and reduction of the lease liability. In an operating lease, the
leased property was not capitalised and the lease payments were recognised as rent expense in profit or loss on a straight-line
basis over the lease term. Any prepaid rents were recognised under prepayments.

Upon adoption of IFRS 16, the Group applied a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The standard provides specific transition requirements and practical expedients,
which has been applied by the Group.

Leases previously classified as finance leases
The Group did not have any liabilities recognised as finance lease liabilities at the date of initial application of IFRS 16.

Leases previously accounted for as operating leases

The Group recognised right-of-use assets and lease liabilities for those leases previously classified as operating leases, except
for short-term leases and leases of low-value assets. The right-of-use assets for most leases were recognised based on the
carrying amount as if the standard had always been applied, apart from the use of incremental borrowing rate at the date of
initial application. In some leases, the right-of-use assets were recognised based on the amount equal to the lease liabilities,
adjusted for any related prepaid and accrued lease payments previously recognised. Lease liabilities were recognised based on
the present value of the remaining lease payments, discounted using the incremental borrowing rate at the date of initial
application.

The Group also applied the available practical expedients wherein it:

- Used a single discount rate to a portfolio of leases with reasonably similar characteristics

- Applied the short-term leases exemptions to leases with lease term that ends within 12 months at the date of initial
application

10



Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2019

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

New standards, interpretation and amendments adopted by the Group (continued)
IFRS 16 Leases (continued)
Leases previously accounted for as operating leases (continued)
- Excluded the initial direct costs from the measurement of the right-of-use asset at the date of initial application

- Used hindsight in determining the lease term where the contract contains options to extend or terminate the lease

- The election, by class of underlying asset, not to separate non-lease components from lease components, and instead
account for each lease component and any associated non-lease components as a single lease component

Summary of new accounting policies
Set out below are the new accounting policies of the Group upon adoption of IFRS 16, which have been applied from the
date of initial application:

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is
available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain to obtain ownership of the leased asset at the end of the lease
term, the recognised right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated useful life and
the lease term. Right-of-use assets are subject to impairment.

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees. The lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payments of penalties for terminating a lease, if the lease term reflects
the Group exercising the option to terminate. The variable lease payments that do not depend on an index or a rate are
recognised as expense in the period on which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease commencement
date if the interest rate implicit in the lease is not readily determinable. After the commencement date, the amount of lease
liabilities is increased to reflect the accretion of interest and reduced for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a change in the in-substance
fixed lease payments or a change in the assessment to purchase the underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of machinery and equipment (i.e., those
leases that have a lease term of 12 months or less from the commencement date and do not contain a purchase option). It also
applies the lease of low-value assets recognition exemption to leases of office equipment that are considered of low value
(i.e., below SR 18,750). Lease payments on short-term leases and leases of low-value assets are recognised as expense on a
straight-line basis over the lease term.

11



Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2019

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

New standards, interpretation and amendments adopted by the Group (continued)

IFRS 16 Leases (continued)
Amounts recognised in the interim condensed consolidated statement of financial position and statement of income

Set out below, are the carrying amounts of the Group’s right-of-use assets and lease liabilities and the movements during the
period:

Right-of-use Lease
assets liabilities
SR'000 SR'000
As at 1 January 2019 131,319 119,513
Depreciation expense (16,129) -
Interest expense - 4,461
Payments - (23,495)
As at 30 September 2019 115,190 100,479
Right-of-use assets represent lease hold lands and buildings.
3 SIGNIFICANT ACCOUNTING ESTIMATES, JUDGEMENTS AND ASSUMPTIONS

The preparation of the Group’s interim condensed consolidated financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the
accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of asset or liability affected in future
periods. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised and in any future periods affected.

The significant judgments made by management in applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those described in the last annual consolidated financial statements, except for new
significant judgments and key sources of estimation uncertainty related to the application of IFRS 16, as described in note 2
above.

4 REVENUE FROM CONTRACTS WITH CUSTOMERS

Set out below is the disaggregation of the Group’s revenue from contracts with customers:

Nine-month period ended 30

September

(Unaudited)
2019 2018
SR '000 SR '000
Sale of goods 2,083,357 2,166,959
Rendering of services 220,473 284,520
Revenue from long-term contracts 848,830 641,566
Total revenue from contracts with customers 3,152,660 3,093,045

Reconciliation of the Group's disaggregate revenue for its reportable segments and timing of revenue recognition is disclosed
in note 11.

12



Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2019

5 ZAKAT AND INCOME TAX

a) Zakat
The provision for the period is based on zakat base of the Company and its wholly owned Saudi subsidiaries as a whole and
individual zakat base of other Saudi subsidiaries (2018: same).

The zakat assessments of the Company and its wholly owned Saudi subsidiaries as a whole have been agreed with the
General Authority of Zakat and Tax ("the GAZT") up to 2013. The zakat declarations for the years 2014 to 2018 have been
filed with the GAZT. However, the assessments have not yet been raised by the GAZT. The Zakat regulations in Saudi
Arabia are subject to different interpretations and the assessments to be raised by the GAZT could be different from the
declarations filed by the Company.

b) Income tax

Income tax provision is provided for in accordance with authorities in which the Group’s subsidiaries operate outside the
Kingdom of Saudi Arabia. Income tax has been computed based on the managements' understanding of the income tax
regulations enforced in their respective countries. The income tax regulations are subject to different interpretations, and the
assessments to be raised by the tax authorities could be different from the income tax returns filed by the respective company.

c) Deferred tax
During the period, the Group has booked a net deferred tax benefit of SR 53 thousands (30 September 2018: net deferred tax
expense of SR 379 thousands).

6 EARNINGS PER SHARE

Basic and diluted earnings per share is calculated by dividing the net income for the period attributable to the shareholders of
the parent company by the weighted average number of outstanding shares during the period as follows:

Three-month period ended 30 Nine-month period ended 30

September September
(Unaudited) (Unaudited)
2019 2018 2019 2018
Net loss for the period attributable to the
shareholders of the parent company (SR '000):
Continuing operations (28,134) (23,571) (124,839) (46,251)
Discontinued operations - 996 - (524)
(28,134) (22,575) (124,839) (46,775)
Weighted average number of outstanding shares
during the period (share '000) 60,000 60,000 60,000 60,000
Earning per share
Basic and diluted earnings per share attributable to
the shareholders of the parent company (0.47) (0.38) (2.08) (0.78)
Earning per share for continuing operations
Basic and diluted earnings per share attributable to
the shareholders of the parent company (0.47) (0.39) (2.08) (0.77)
Earning per share for discontinued operations
Basic and diluted earnings per share attributable to
the shareholders of the parent company - 0.01 - (0.01)

13



Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2019

7 PROPERTY, PLANT AND EQUIPMENT

During the nine-month period ended 30 September 2019, the Group has acquired assets with a cost of SR 27 million (nine-
month period ended 30 September 2018: SR 22.5 million) and charged depreciation to the interim condensed consolidated
statement of income of SR 90.6 million (nine-month period ended 30 September 2018: SR 91.4 million).

At 1 January 2016, the Group determined that the recoverable amount of its property, plant and equipment in a subsidiary,
Zamil Steel Buildings India Private Limited, which is considered a CGU, was less than its carrying amount and accordingly
an impairment loss of SR 59,590 thousands was recognised.

As a result of increase in sale volumes and resumption of activities of the subsidiary to normal operational level, the Group
determined that the recoverable amount of its CGU, has exceeded its carrying amount. Accordingly, an impairment loss of
SR 40,184 thousands was reversed during the current period. The recoverable amount as at 30 June 2019 was based on value
in use and was determined at the level of the CGU. In determining value in use for the CGU, the cash flows were discounted
at a rate of 18.82% on a pre-tax basis.

The Group determined that the recoverable amount of property, plant and equipment of a subsidiary, Building Component
Solutions Limited, which is considered a cash generating unit (CGU), was less than its carrying amount. The recoverable
amount was based on the CGU’s value in use using a pre-tax discount rate of 13.65%. This resulted in an impairment loss of
SR 5.6 million during the current period. The amount has been recognised in the consolidated statement of income.

8 SHARE CAPITAL

The authorised, issued and fully paid share capital of the Company is divided into 60 million shares (31 December 2018:
same) of SR 10 each.

9 CONTINGENT LIABILITIES

The Group's bankers have issued performance and payments guarantees, on behalf of the Group, amounting to SR 1,161
million (31 December 2018: SR 1,079 million).

14



Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2019

10 RELATED PARTY TRANSACTIONS' AND BALANCES

Related parties represent major shareholders, directors and key management personnel of the Group, and entities controlled
or significantly influenced by such parties. The ultimate parent company of the Group is Zamil Group Holding Company (a
Saudi Closed Joint Stock Company) registered in Dammam, Kingdom of Saudi Arabia.

The Group in the normal course of business carries out transactions with various related parties. Transactions with related
parties' included in the interim condensed consolidated statement of income are as follows:

Nine-month
period ended 30 September
Relationship and name of related party Nature of transactions (Unaudited)
2019 2018
SR '000 SR '000
Ultimate parent company
Zamil Group Holding Company Sales 1,107 2,883
Purchases 577 5
Joint venture
Middle East Air Conditioners Company Limited Sales 23,230 1,981
Other related parties Sales 9,756 5,896
Purchases 17,426 15,722

The compensation to the key management personnel during the period amounted to SR 5,291 thousands (30 September 2018:
SR 5,260 thousands).

Pricing policies and terms of payments of transactions with related parties are approved by the Board of Directors.
Outstanding balances at the period-end are unsecured, interest free and settled in cash.

Amounts due from related parties at 30 September 2019 amounting to SR 110,482 thousands (31 December 2018: SR 95,051
thousands) have been included in the accounts receivable in interim condensed consolidated statement of financial position.
Amounts due to related parties at 30 September 2019 amounting to SR 27,543 thousands (31 December 2018: SR 21,841
thousands) have been included in the accounts payable in interim condensed consolidated statement of financial position.

15



Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2019

11 SEGMENTAL INFORMATION

For management purposes, the Group is organised into business units based on its products and services and has four reportable
segments, as follows:

. The air conditioners industry, which is engaged in production of window, split and central air conditioners, electrical
and gas ovens, automatic dryers, microwave ovens, air-conditioning ducts/channels, household refrigerators, automatic
washing machines and installation, maintenance, operation and leasing of air conditioning and refrigeration systems.

. The steel industry, which is engaged in construction, managing and operating industrial projects, constructing,
managing and operating airports and warehouses, constructing and providing fire protection services for building and
structures, building, repairing and maintaining the communication towers, business of steel sheets works, heavy
equipment and its spare parts, storage tanks, installation containers and pumps and implementation of electric works.

. The insulation industry, which is engaged in production of complete line of insulation products including fiberglass for
using in thermal insulation of central air conditioners, pre-insulated pipes, glass wool, rock wool and engineering plastic
foam insulations.

. Corporate and others, which are engaged in providing corporate and shared services, training and investment activities.

No operating segments have been aggregated to form the above reportable operating segments. The Board of directors monitors
the operating results of its business units separately for the purpose of making decisions about resource allocation and
performance assessment. Segment performance is evaluated based on income and is measured consistently in the interim
condensed consolidated financial statements.

Business segments

For the nine-month period ended 30 September 2019 (SR '000)

Air

L. Steel Insulation Corporate Total Adjustments and .
conditioner . . o Consolidated
. industry industry and others segments eliminations
industry
Revenue from contracts
with customers:
External customer 1,249,098 1,690,619 207,730 5,213 3,152,660 - 3,152,660
Inter-segment - - 13,042 1,274 14,316 (14,316) -
1,249,098 1,690,619 220,772 6,487 3,166,976 (14,316) 3,152,660
Finance lease income 11,323 - - - 11,323 - 11,323
Total revenue 1,260,421 1,690,619 220,772 6,487 3,178,299 (14,316) 3,163,983
Timing of revenue recognition:
At a point in time 618,107 1,263,630 220,772 6,487 2,108,996 (14,316) 2,094,680
Over time 642,314 426,989 - - 1,069,303 - 1,069,303
1,260,421 1,690,619 220,772 6,487 3,178,299 (14,316) 3,163,983
Gross profit (loss) 85,155 213,338 66,149 (272) 364,370 1,288 365,658
Operating (loss) income (73,030) 1,980 23,742 (14,684) (61,992) 1,288 (60,704)
Unallocated income (expenses):
Share in results of associates
and a joint venture 4,995
Other income, net 5,133
Financial charges (85,563)
Reversal of impairment on non-current assets, net 34,584
Loss before zakat and income tax (101,555)
Zakat and income tax (13,537)
Net loss for the period (115,092)
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Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

At 30 September 2019

11 SEGMENTAL INFORMATION (continued)
For the nine-month period ended 30 September 2018 (SR '000)

Air . .
conditioner . Steel Ii?sulatzon Corporate Total Adju.stl.nenf‘s and Consolidated
. industry industry and others segments eliminations
industry
Revenue from contracts
with customers:
External customer 1,343,688 1,529,327 212,326 7,704 3,093,045 - 3,093,045
Inter-segment - - 10,426 3,919 14,345 (14,345) -
1,343,688 1,529,327 222,752 11,623 3,107,390 (14,345) 3,093,045
Finance lease income 12,022 - - - 12,022 - 12,022
Total revenue 1,355,710 1,529,327 222,752 11,623 3,119,412 (14,345) 3,105,067
Timing of revenue recognition:
At a point in time 985,081 1,246,368 222,752 11,623 2,465,824 (14,345) 2,451,479
Over time 370,629 282,959 - - 653,588 - 653,588
1,355,710 1,529,327 222,752 11,623 3,119,412 (14,345) 3,105,067
Gross profit 189,579 221,858 64,996 2,250 478,683 1,337 480,020
Operating income (loss) 28,750 10,518 17,616 (14,943) 41,941 1,337 43278
Unallocated income (expenses):
Share in results of associates
and a joint venture (616)
Other income, net 251
Financial charges (70,369)
Loss before zakat and income tax (27,456)
Zakat and income tax (13,076)
Discontinued operations (524)
Net loss for the period (41,056)
At 30 September 2019 (SR '000)
Air . .
conditioner . Steel Ir?sulatzon Corporate Total Adju'str.nen.ts and Consolidated
. industry industry and others segments eliminations
industry
Total assets 2,772,243 2,467,857 510,520 686,003 6,436,623 (469,824) 5,966,799
Total liabilities 2,040,757 1,613,302 207,677 1,116,046 4,977,782 (504,553) 4,473,229
Others:
Investment in associates
and a joint venture 11,750 - - 78,629 90,379 - 90,379
Capital expenditure 8,780 12,853 5,002 353 26,988 - 26,988
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Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

At 30 September 2019

11 SEGMENTAL INFORMATION (continued)

At 31 December 2018 (SR '000)

Air . .
conditioner . Steel Ii?sulatzon Corporate Total Adju.stl.nenf‘s and Consolidated
. industry industry and others segments eliminations
industry
Total assets 2,792,442 2,113,405 547,063 700,355 6,153,265 (390,054) 5,763,211
Total liabilities 1,988,533 1,293,060 230,754 998,922 4,511,269 (372,173) 4,139,096
Others:
Investment in associates
and a joint venture 11,136 - - 74,248 85,384 - 85,384
Capital expenditure 11,690 15,528 7,273 1,051 35,542 - 35,542

Inter-segment revenues are eliminated upon consolidation and reflected in the ‘adjustments and eliminations’ column. All other
adjustments and eliminations are part of detailed reconciliations presented further below. Capital expenditure consists of
additions of property, plant and equipment and intangible assets.

Geographic information

Revenue from external customers:
Saudi Arabia

Other Asian countries

Africa

Non-current operating assets:
Saudi Arabia

Other Asian countries

Africa

For the nine-month

ended 30 September

2019 2018

SR '000 SR '000
2,438,598 2,394,133
465,553 473,518
259,832 237,416
3,163,983 3,105,067

30 September 31 December

2019 2018

SR '000 SR '000
827,908 853,188
204,590 95,648
74,210 74,705
1,106,708 1,023,541

Non-current operating assets for this purpose consist of property, plant and equipment, right-of-use assets and other intangible

assets.
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Zamil Industrial Investment Company (A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 30 September 2019

12 FAIR VALUES OF FINANCIAL INSTRUMENTS

All financial instruments for which fair value is recognised or disclosed are categorised within the fair value hierarchy, based on
the lowest level input that is significant to the fair value measurement as a whole, as follows:

- Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

- Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement
is directly or indirectly observable

- Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement
is unobservable

As of reporting date, there were no Level 1, 2 or 3 assets or liabilities except for equity instruments at fair value through other
comprehensive income representing unquoted shares and these have been valued using Level 3 valuation technique.

Financial assets consist of cash and cash equivalents, equity instruments at fair value through other comprehensive income,
accounts receivable, net investment in finance lease and some other current assets. Financial liabilities consist of term loans,
short term loan, accounts payable and some other current liabilities. The fair values of financial assets and financial liabilities
approximate their carrying amounts.

Set out below is a comparison, of the carrying amounts and fair values of the Group’s equity instruments at fair value through
other comprehensive income:

Carrying Fair value measurement using
value Fair value Level 1 Level 2 Level 3
SR '000 SR '000 SR '000 SR '000 SR '000
30 September 2019
Equity instruments at fair value through other
comprehensive income
At fair value 40,538 40,538 - - 40,538
40,538 40,538 - - 40,538
Carrying Fair value measurement using
value  Fair value Level 1 Level 2 Level 3
SR '000 SR '000 SR '000 SR '000 SR '000
31 December 2018
Equity instruments at fair value through other
comprehensive income
At fair value 40,538 40,538 - - 40,538
40,538 40,538 - - 40,538

The fair value of the Group’s investments in unquoted equity shares at 31 December 2018 was measured using Level 3
(significant unobservable inputs). The Group estimated the fair value of the investment using adjusted net asset method at 31
December 2018. The adjusted net asset method involves deriving the fair value of an investee’s equity instruments by reference
to the fair value of its assets and liabilities. The management believes that there have been no significant changes in the value of
investment from 31 December 2018.

13 SUBSEQUENT EVENTS

In the opinion of management, there have been no further significant subsequent events since the period ended 30 June 2019 that
would have a material impact on the financial position of the Group as reflected in these interim condensed consolidated
financial statements.

14 COMPARATIVE FIGURES

Certain of the prior period figures have been reclassified to conform with the presentation in the current period.
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