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Main Office

Towards New Horizons

Saudi Airlines Catering Company (SACC) is confidently building towards a prosperous
future for our airlines catering and support services business, delivering tailored solutions
to our clients to support the enhancement of their reputations.

Our plans to diversify into strategic markets offering additional scale and margin
opportunities are fundamental to our growth, the mapping of organizational capability to
emerging sectors is key to our long terms goals. Our core values and beliefs built on
delivering high quality hospitality services underpinned through outstanding food & safety

standards are evident in our heritage and current operating
model.

We benchmark our standards against a global platform to
ensure we provide the highest standards. Our close relationship
with clients provides valuable insights to ensure our solutions
continually evolve.

Looking beyond the horizon is more than a statement it is the
vision we work with and aim to deliver and share with our valued
clients, allowing them to share in our success in the future.




Message of the Chairman of
the Board of Directors

Thanks to God, the Saudi Arabian Airlines Catering
Company (SACC) has continued to achieve record rates
of performance since it was privatized in 2008 through
growth of income and earnings. All indexes affirm
sustainable improvement in productivity and service levels.
The Company’s revenues have increased over the period
2008 to 2013, and its net income has also increased from
SR 287,000,000 to SR 569,000,000.

The Company has successfully continued to achieve its
goals by getting the largest market share in airline catering
services, expanding the business base in similar sectors
such as large-scale companies’ catering service sector
and external centers of petroleum and mining companies
besides the provision of distinctive services to pilgrims and
Umrah performers, which has led to diversifying income
sources and mitigating risk factors. Furthermore, the
Company is completing other investment projects such
as labor accommodation and service development as
well as the development of projects related to hospitals
and specialized hotel laundry. Through the application
of its strategic plan, the Company assures its esteemed
partners of the determination of the Board of Directors that
SACC will remain the leading provider of catering services
with the highest standards and specifications, and to
maintain its position as one of the major economic entities
in the Kingdom of Saudi Arabia. It will also maintain its
teamwork as a major factor of success including the
Board, the management and the staff members, while
developing all skills and competencies with a view to
continuing to achieve the ambitions to realize and develop
revenues, earnings and sustainable growth in accordance
with the target rates.

Khalid bin Abdullah Al Mulhem
Chairman, Board of Directors

Message of the CEO

As success means a new challenge that requires
more efforts to preserve and attain improved levels of
performance and services, we, at SACC, are interested in
applying the best international standards in terms of food
quality and safety through an integrated system of training
and development. We are keen to directly respond to
client aspirations. Such response shall represent our
current and future strategic goal. Our full commitment to
apply sophisticated software and systems to our quality
management to keep pace with the highest international
levels has had an influence on the preservation of our
leading position as a huge productive and prominent
service provider entity. This has helped us to attain
important and major stages of our activity expansion and
to confidently and effectively outreach new areas with a
view to diversifying and increasing revenues and then, to
achieving important stages of our strategy and objectives.
The aforementioned positive indicators consolidated our
confidence in a prosperous future for SAAC and more
success for its management and staff members in all
production and service locations. We do realize that the
continuous development of our products, reduction of
production costs and, above all, our clients’ confidence are
all strong motives to enhance our efforts to move forward
and progress towards a great future.

Gerhard Marschitz
Chief Executive Officer
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Our Mission

To actively develop our client's
hospitality concept, enabling them
to achieve their own objectives.

Our Values

« Commitment to Quality i
« Cost Efficient

o Teamwork
e Service Spirit

The Company Profile

Saudi Airlines Catering Company (SACC) was established more than 30 years
ago at King Abdul Aziz Airport, Jeddah. Initially SACC was characterized through
its broad based airlines catering capability and more recently through fast growing
B&l, Remote and Support Services. Our development and growth across the
Kingdom’s key airports at Riyadh, Dammam, and Madinah and further afield
in Cairo provides a vast network of catering and support services expertise. In
2008 Saudi Airlines created the limited company of Saudi Airlines Catering and
a successful IPO followed allowing SACC to enter the private sector, full public
listing and shareholding occurred in 2012.

For our clients we aim to be the leading catering and support services partner in
the Kingdom

For our shareholders we aim to provide long term sustainable investment returns
For our team members we aim to provide career opportunities and rewarding
performance.

Lo L e LR Il i b

b CEL DL sy S s & v - s g of 0

ETE FAHT! INTERERTHINA

=

Lot -

ERUMLERARILG SHELHEE DA S ate

=
-

Py

Awards and Certificates

As a business International & Global Awards and recognition validates the comprehensive processes and systems
created to deliver outstanding food quality, customer services and client satisfaction. Intrinsic to these are the
accreditation we receive in core areas of catering production, health & safety and food & service quality.

Through the world class training and development of our team members, our robust and proven systems are
subject to internal and external auditing to ensure that every day and every meal meets our clients and customers
expectations.

Comprehensive client reports allow both transparency of results and timely information to clients enabling thorough
management of our performance to be communicated.

Our teams of professionals have developed reputations in their respective fields for consistency of high quality
services and management capability; all delivered through our shared vision with our team members.

This dedication to our business and the industry has been recognized consistently over the years, as demonstrated
in some of the following awards to prove that many others agree with us when it comes to the leading provider of
catering and support services within the Kingdom:

« |ATA “Golden Award” for Excellence in Catering Quality - 2009
+ |ATA “Golden Award” for Excellence in Catering Quality - 2010
+ |ATA “Golden Award” for Excellence in Catering Quality - 2011
* HACCP - Codex Alimentarius “Platinum Award” - Excellence
(Quality and Safety Alliance In-Flight Services QSAI) - 2011
» MADINA “Golden Award” for Airline Catering Production - 2012
* MADINA “Golden Award” for Airline Catering Production - 2013
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In-Flight Catering

Our core business of in-flight catering provides cost effective quality solutions across domestic and
international carriers serving all onboard class requirements and customer needs from:

* Private / VIP

* First Class

* Business Class

« Economy Class

* Nutritional specific dishes (over 20 choices based on nutritional and cultural requirements)

+ Pilgrimage visitors

Our International teams of chefs provide both menu variety and, through their unique knowledge and
skills, the development of both local and international dishes and menus.

Our teams work to source the authentic ingredients and cooking techniques designed to replicate
the true taste and quality expected by our increasingly diverse and knowledgeable passenger base.
Our services also extend to provision and management of on board equipment and consumables
through to high quality passenger amenity kits.
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Major Airline Catering

SACC proudly provides comprehensive catering services to Saudia Airlines and
increasingly to additional commercial and private carriers departing the Kingdom.
Our services include:
* Menu planning
+ Provision of onboard catering (food and beverage)
+ Meal delivery to aircraft
+ Additional supplies based on client requests
* For clients looking for unique solutions to enhance passenger’s onboard experience
we can provide, but not exclusive, the below:
« In flight seating enhancements to improve passenger comfort
« ltems for persons with Special Needs
» Waste Management
- Services on demand — client specific VIP requirements
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Sky Sales

Since 1985, SACC have supervised the Sky Sales service for Saudi Arabian
Airlines, a leading on board retail service. Our service is unique in offering
passengers the opportunity to reserve on board, purchase on board, delivered to
home (In Kingdom) and now available to order online. This provides passengers
with high quality luxury products at competitive pricing available to order and
be delivered at their convenience. Skysales extends to NAS Airlines and La
Boutique outlets at selected hotels. We continually evaluate our product range
to reflect passenger trends and shopping habits as well as offering exclusive
deals for Sky Sales customers. We offer unique products aimed at enhancing
the flight experience for passengers.

14
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SACC continues to diversify into sectors that offer high outsourcing opportunities and those that
we can best match our capability to ensure we deliver our promises. Our community outlook is
fundamental to providing the right people to serve the needs of those often located and working in
challenging environments is a key objective. We can offer clients a one stop solution for the below:
» Catering

» Accommodation Management
+ Cleaning

* Laundry

* Maintenance

» Waste Management

« Security

These are offered as core services and are the services we can
demonstrate capability and delivery as well as our commitment to
developing our proposition to provide entire camp management
solutions.

Remote & Offshore Services

Corporate Services

Our commitment to developing a tailored solution for
this sector will be provided through our sector brand
Newrest. As a key strategic partner, Newrest offer SACC
the opportunity to deliver global best practices combined
with local knowledge and solutions. Providing both blue
and white collar catering solutions to multi-national and
local business demonstrates our flexibility and innovation
in the B&I sector. From small scale tea boy services to
branded solutions and large scale production sites we
can provide solutions based on the global capability of
Newrest.

15
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Religious Services
for Pilgrims

It is our honour to provide services
and solutions for pilgrims travelling
to the two Holy Mosques at Makkah
and Madinah. We understand that
this personal journey starts prior
to arrival and the provision of safe,
quality flexible catering solutions to
both individual and groups is a key
concern to those visiting during Hajj
and Umrah.

With guaranteed traceability and
production to the highest food safety
standards our offer provides costs
effective, large volume catering

&
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solutions to the sites.

For visiting delegations we can provide food solutions that
require the minimum staffing and kitchen requirements at site
to save cost, time and organization.

Our ability to provide training support, logistics, storage and
kitchen supply solutions ensures we deliver an end to end
concept, designed to maintain the highest standards of food
safety and quality of product. Our expertise, capability and
knowledge of government requirements add significant value
to our services.

% )

Ubuyadl
ALFURSAN

Al Fursan Lounges

Serving First & Business Class customers and Loyalty registered members of Saudi Airlines
through our Al Fursan Lounges in the Kingdom provides SACC with an opportunity to
showcase our food and service standards. Providing full meal and snack choices for high
value and loyal passengers is a service we place great focus on understanding the value
of these passengers to our client. We extend our services to provide connectivity, reading
material and Sky Sales information. The Al Fursan lounges demonstrate the trust our client
places in SACC and how we can best serve specific passenger needs.
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Educational Institutes,
Hospitals and Health
Centers

Our Newrest brand will extend to cover these
ey i emerging sectors providing the business model
andservicesdevelopedto meetthe specificneeds
of patients and students of all ages. Focused on
private and higher educational establishments
we understand the balance between nutrition,
food education and convenience. Our offer to
the Healthcare sector builds on the highest food
safety standards and the need for balanced
menus with the opportunity to meet the specific
needs of recovering patients. Our proposition
extends beyond catering services built on the
specific needs of each client.
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The Lunch by Newrest

Our successful format developed here in the Kingdom provides our larger
Corporate clients with a unique food solution. Its corporate identify raises
expectations of customers and clients to ensure that catering services will
be seen as adding value to the workplace environment. Design to offer only
the best of our B&l food offerings our proposition delivers fresh, quality
food and beverages delivered with a high level of service. For those clients
looking for something extra we can provide the Lunch as the solution.
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Saudi Laundry Services

We are proud to provide laundry services to both the

hospitality and medical sectors under our recently created

Saudi Laundry Services (SLS) brand. Started in Jan 2013

based in Riyadh our plant currently has capacity for 30 tons per

day. Our value is driven by the highest quality and hygiene standards

building trust with our clients for our on time delivery and quality of finished

product. SLS was recently awarded the prestigious RAL Quality Certification Mark

for Professional Textile Services demonstrating the facility’s process and standards and

we are proud to be the first Laundry business in the Kingdom to achieve this status. With future

plans to expand into Jeddah, our laundry services will lead the way in terms of quality standards and hygiene
ensuring clients can provide their guests and employees with the best laundered product in the Kingdom.

20

Quality Standards

Our quality systems are designed to International measures and standards validated by global
quality accreditation. Central to operational delivery is the maintenance of these processes
and standards, monitored by internal and external auditing bodies. Identification of risk is an
ongoing daily activity designed to feedback to our centrally managed Quality department.
As a business we invest more training time in these areas to ensure all our colleagues
are skilled and capable of upholding our strict requirements. We are confident our
business in the Kingdom is second to none in terms of quality, our claims are
supported through the below awards and accreditation:
« 1ISO 22000:2005 & HACCP CODEX ALIMENTARIUS
« 1ISO 9001:2008
« OHSAS 18001:2007




Catering Production

Our CPU’s based at the key airports in the Kingdom and in Cairo are all designed
to provide the highest food safety and quality outcomes for our products. Constant
investment in equipment, training and process ensure that the level of quality is
maintained and risks are minimized. The segregation of materials and processes
are thoroughly checked by us and clients. An automated “temperature” monitoring
process has been installed to allow for the on-line tracking of meals through the
entire preparation, delivery and storage process, thus ensuring food quality and

safety. Our flexibility in managing fluctuating demand is closely matched to

all production controllables to deliver on time, on cost catering services.

Our ability to deliver our offer to aircraft is a service that cannot offer any

risks to the client to avoid any issues and for over 30 years we have

delivered that level of trust, quality and consistency to our clients.

The Annual Report of the Board of Directors

For the Fiscal Year ending December 31, 2013

SAUDI AIRLINES d)ogcuyl bgbh 3l



24

The History of the Company

The inception of SACC was in 1985 when Saudi Arabian Airlines established a special catering unit at King
Abdul Aziz International Airport in Jeddah to provide catering services and some other services to Saudi Arabian
Airlines and other airlines that were operating flights from King Abdul Aziz International Airport in Jeddah.
Subsequently, Saudi Arabian Airlines established other catering units at King Khaled International Airport in
Dammam, King Fahd International Airport in Riyadh, Prince Mohammed Bin Abdul Aziz International Airport in
Madinah, and Cairo International Airport. In 1985, the catering unit took over the inflight Sky Sales of Saudi
Arabian Airlines. In 2006 and 2007, the catering unit took over the management of Al Fursan Lounges.
Notwithstanding the fact that the catering unit was part of Saudi Arabian Airlines the business was run as a
commercial unit separate from Saudi Arabian Airlines even before privatization in 2008.

As part of the privatization process, the Saudi Arabian Airlines established SACC as a limited liability company
in January 29, 2008. The new company was registered and got the Commercial Registration No. 4030175741
with a capital of SR 100,767,000 divided into 1,007,670 shares with a value of SR 100 each. As part of the
privatization process, Saudi Arabian Airlines transferred to the Company the assets, employees and majority of
the contracts related to the catering unit before the privatization.

The Company was converted from a limited liability company to a joint stock company under
the decision of the Minister of Commerce and Industry No. 68 dated January 26, 2011 (with a
capital of SR100,767,000 divided into 10,076,700 common shares with a nominal value of SR
10/share. Under the resolution of the Extraordinary General Assembly dated March 19, 2011,
the capital of the Company was increased from SR100,767,000 to SR 820,000,000 divided
into 82,000,000 common shares with a value of SR 10/share through the capitalization of:
(i) an amount of SR 658,791,392 of the Company’s retained earnings, (ii) an amount of SR
13,718,428 from the Company’s general reserve, and (iii) an amount of SR 46,723,180 from
the statutory reserve of the Company. The Company was converted into a public joint stock
company under a decision issued by the Capital Market Authority (CMA) dated May 27, 2012.
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Main Activities

The Company is engaged in many activities which can be divided into two main sections,
namely the airlines service section and non-airlines service section. The Airlines Service
Section provides the following services:

Catering and related services to Saudi Arabian Airlines and most of the other airlines
operating flights from and to the different airports in the Kingdom.

Management of the retail sales under the Sky Sales brand on board flights operated by
Saudi Arabian Airlines.

Operation of Al Fursan Lounges on behalf of Saudi Arabian Airlines.

The Non-airline Service Section provides catering and other related services to non-
airline clients including major institutions and companies, educational institutions and
companies operating in remote areas in the Kingdom of Saudi Arabia.

The Company actively seeks to provide convenient accommodation for its workers
through the construction of a residential complex in Dhahban, north of Jeddah, to
accommodate non-Saudi workers employed by the Company in Jeddah. The Company
will rent out part of the residential complex to third parties to house their workers in the
same region. The Company will also establish a laundry unit at King Abdullah Economic
City. Another industrial laundry facility was approved to operate at King Fahd Medical City
in Riyadh. The two units will provide specialized laundry services to hotels and hospitals.

Services to Airlines

The Company pays due attention to its clients represented in the other airlines. The Airlines
Service Section includes all Company activities related to the Air Transport Industry (ATI).
At its outset, the Company worked almost exclusively in the catering service and Sky
Sales fields to airlines before the establishment of the Non-airlines Section in 2008. The
Airlines Service Section has been to date the most important section. It has contributed
by 92.3%, 92.8%, 90.6% and 96.56% of the Company revenues for the years 2010, 2011,
2012, and 2013 respectively. The section includes three subdivisions:

A- In-flight Catering Services:

The in-flight catering service section provides meals to flight crews in addition to a number
of other related services (on board the Saudi Arabian Airlines and most of the other
airlines that operate flights to and from the airports of the Kingdom). Through the section,
the Company provides meals and related services to many private aviation operators and
chartered flights as well as VIP flights and individual flights. Furthermore, the Company
provides catering services to a large number of Pilgrims and Umrah Performers on board
the return flights going home after performing the religious rituals.

B- Sky Sales:

In 1985, Saudi Arabian Airlines assigned the retail sales on board its aircraft, currently
known as “Sky Sales”, to its then catering unit. In 2007, the Company and Saudi Arabian
Airlines concluded the Sky Sales agreement whereby the Company gained exclusive
rights to sell products of Sky Sales on most international and domestic flights operated
by Saudi Arabian Airlines. The flights operating from and to Dubai and Cairo are the most
important international flights for Sky Sales in terms of annual revenues, while flights
operating to and from Jeddah, Riyadh and Dammam are the most important domestic
flights in terms of annual revenues. The Company exercises the Sky Sales activity
onboard Saudi Arabian Airlines, Fly NAS, Ground sales, La Boutique and Online .

The Company buys the Sky Sales products directly from the suppliers on a sale-or-return
basis so that the Company is entitled to return the unsold products to the supplier and
obtain full reimbursement. In some cases, certain products are exclusively supplied to
the Company for a limited period of time. The products guide provided by the Company
to the passengers is updated three times a year. Selection of the Sky Sale products
depends on several factors such as the passenger consumption patterns, offering of
new products (like new perfumes), the ratio of price to size per product, and whether the
product is exclusively provided by the Company.

The Sky Sale products, in particular, include the following:

« Perfumes and cosmetics.

« Watches and jewelry.

« Pens, sunglasses and electronics.

« Products with the Saudi Arabian Airlines logo.

« Kids’ toys and other gifts.

The Company provides training courses to the cabin crew of Saudi Arabian Airlines to
play the role of sales representatives for in-flight Sky Sales. By the end of 2010, more
than 500 stewards of the Saudi Arabian Airlines were engaged in Sky Sales. For the
purposes of improving follow up of procurement and to provide timely MIS reports, the
company implemented a new on-ground system to manage the Sky Sales back-office
activities. The sky sales revenue reached 9.28%, 10.04%, 10.48%, and 10.12% of the
Company’s total earnings for the years 2010, 2011, 2012 and 2013.

C- Al Fursan Lounges

The Al Fursan Lounges are operated by SACC to provide high class refreshment and
services to First & Business class passengers and loyalty members of Saudia Airlines
throughout the kingdom, The Company operates Al Fursan Lounges on behalf of Saudi
Arabian Airlines under two agreements concluded between the Company and Saudi
Arabian Airlines and came into force on January 29, 2008. The two agreements are for
indefinite term. The Company collects from the Airlines fees that is determined based
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on the number of passengers using Al Fursan Lounges. Passengers eligible to use
Al Fursan Lounges, for example those using economy class, may pay fees to the
Company for using the lounges. Revenues earned from such lounges accounted for
3%, 2.7%, 3% and 3.58% of the total Company earnings in 2010, 2011, 2012, and
2013 respectively. Al Fursan Lounges feature seating areas and hot and cold meals in
addition to Internet service.

Non-Airlines Service

Historically, when it was a unit affiliated to Saudi Arabian Airlines, the Company used
to provide catering services to an indefinite number of non-airlines clients such as
private schools. In 2008, the Company established a section for this service, and thus
became once again an active player in the non-airlines catering service market. The
section has an increasing importance to the Company. Despite the fact that the section
has only contributed by 2.7%, 3.1%, 4.2% and 7.24% of the Company revenues in
2010, 2011, 2012 and 2013, respectively, the Company expects that this ratio will

increase in the future.

The Company recognizes that significant market opportunities exist
in outsourcing through B&l, Remote, Education and Medical sectors
within the Kingdom. In line with our mission statement we ensure that
all resources align to the specific needs of these markets and clients. Our
ability to share best practice with Newrest adds significant knowledge
and expertise to our growing reputation in these sectors. Our dedicated
management team supports the development of our organizational
capability, accreditation and delivery supporting current global best practice.

The Company strategy targets the following three major sectors in the market of
non-airline catering services:

« Companies operating in remote areas in the Kingdom

« Companies, factories and institutions

« Catering associated with the Hajj and Umrah activities and the visits to the
Two Holy Mosques.

In the companies, factories and institutions sector, the attention of the Company
is focused on major industrial and commercial institutions and companies as
well as the educational institutions, in particular private schools and hospitals.
In addition to catering services, the Company provides room service and
cleaning, guarding, laundry, garbage collection, pest control, landscaping
services, and management of certain facilities such as gyms and barber shops.

29
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Catering Units

The Company catering production units located at the key airports throughout
the Kingdom as well as Cairo provide first class food safety and health and safety
operating standards. Each unit is designed to ensure the process from receiving
goods to delivery to aircraft is controlled and monitored to the strictest guidelines. Our
production processes deliver on time meals to aircraft ensuring dispatch of aircraft is
not compromised.

Quality

The Company endeavors to provide high-quality meals to all passengers irrespective
of the airlines or their travel class. The Company has won a number of awards in this
field, which constitutes recognition of the food quality delivered by the Company. Safety
and hygiene have been accorded the highest importance. The Company has applied
advanced systems and controls in connection with the raw material quality, production
processes, personnel hygiene conditions, temperature control and maintenance of a
clean environment. Lab analysis is conducted all the time by the Company to ensure
the provision of meals of the highest quality to all clients. All foods being prepared by
the Company comply with Islamic Shariah. The procedures are effectively implemented
to enable its airline clients to operate without delay.

SACC'’s Shareholding Chart

The following table gives a snapshot of share distribution
in the company:

Shareholders Capital (SR) Shares Ratio
General Saudi Arabian Airlines Company 292,740,000 29,274,000 35,7%
Strategic Catering Co. Ltd. 281,260,000 28,126,000 34,3%
The public 246,000,000 24,600,000 30,0%
Total 820,000,000 82,000,000 100%
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SACC Achievements

The following decisions were taken in 2013:

« Commencement of the implementation phase of the project to construct residential units
for the Company workers, a part of which will be invested by renting units to Saudi Arabian
Airlines’ workers.

« Operation of a laundry unit of the Company at King Fahd Medical City in Riyadh.

« Commencement of procedures to establish an industrial laundry at King Abdullah Economic
City in Rabegh.

« Provision of catering services to Princess Noura University in Riyadh and operation of the
central kitchen of the University.

» Opening of the First-Class and Business-Class lounges for international flights at King
Khaled International Airport in Riyadh.

« Providing Religious Catering solutions to Makkah and Madinah for delegations, institutions
and in transit pilgrims.

The Strategy

SAAC has adopted a strategy specially designed to cater for the needs of its esteemed clients
and to preserve its leading position as the most prominent catering service provider and one
of the major economic entities. The strategy is focused on the following major aspects:

« To maintain the Company’s leading position in the airlines catering service sector in the
Kingdom of Saudi Arabia through the provision of high-quality services at competitive prices.
« To develop the catering services to non-airline institutions by targeting clients such as major
institutions, companies, educational institutions and companies operating in remote areas
of the Kingdom in order to eliminate exposure by the Company to fluctuations in the airline
catering service sector.

« To take part in the Kingdom'’s efforts to promote Hajj and Umrah. Currently, the Company
provides catering services to the visitors of the Two Holy Mosques based on individual
requests made by various entities during the Hajj and Umrah seasons.

« To continue the development of job Saudization program of the Company with special focus
on the employment of more female Saudis and provide them with the necessary training as
encouraged by the Ministry of Labor.

« To increase the operating capital efficiency with the improvement of business dealing terms
with suppliers and timely collection of receivables from all clients.

« The Company continued to work with Newrest, its strategic partner, and its global network
in order to forecast future trends in the catering industry, develop the company products and
improve procurement of the Company.



32

The Risks

The Company conducts its business with care and caution to avoid any negative
impacts or risks that may adversely affect its performance or hinder its progress.
Thus, it has maintained its current activities, financial position, operating results,
cash flows and future operations. It strives to avoid exposure to any substantial
negative effects in the event of any risk occurrence.

The major risks are:

« Entry of a competitor, in the field of airline catering, in Saudi market.

« Contracts with the airlines are subject to termination.

« Competition is very high in the service sector to non-airline clients.

Penalties and Fines

The SAAC received a fine of SAR 10,000 during 2013 for failing to comply with
requirement to disclose which provisions of the governance regulation were or
were not applied by the Company, and the reasons thereof.

The board of directors discussed such irregularities in its meeting on 19th
December 2012 and the development of necessary mechanisms and
procedures to avoid the recurrence of such violations in the future. The Capital
Market Authority was informed of such mechanisms and procedures. It is worth
mentioning that there are no penalties, fines or other similar measures against
the Company by any supervisory, regulatory or judiciary entity.

Human Resources

The Company pays great attention to the human element that is the maker of
all successes and responsible for maintaining them. The importance of human
resources stems from being one of the most important elements in the production
process. Therefore, it can be said that expansion in the production cannot be

only horizontal but vertical expansion is complementary. Good competent personnel are
able to perform well and can achieve. The Company strives to attract skills and expertise
in both management and operations in addition to retaining outstanding competencies.
This human element plays a significant role in the success of the Company.

The Company aims to employee Saudi nationals and achieved Platinum to High
Green status throughout 2013. It has managed to achieve continued increase in the
Saudization rate particularly in attracting persons with special needs and females. A
group of disabled young people was provided with the required training on all types of
work they can perform. They demonstrated physical and mental readiness to work and
perform especially in production and preparation.

Young Saudi women have demonstrated great successes in the Company particularly in
the catering kitchen which was dominated by men. Females are aggressively engaged
in the gift preparation and sales section through a project to employ Saudi women in
separate sections for women. The Company management won the gamble that females
master the etiquette arts through experimenting. They demonstrated talents to innovate
and adapt with the work; and their production was comparable to that of men.

Geographical analysis of income

The following table highlights the income achieved in 2013

707 384N, 3.13%

Region Value Persentage
Jeddah 1,006,953,299 53,92%
Riyadh 581,454,948 31,14%
Dammam 148,925,464 7,97%
Madinah Al Munawarah 71,639,589 3,84%
Cairo - Egypt 58,524,864 3,13%
= Jeddah Dammam u Cairo - Egypt
1,867,498,165 100% « Riyadh . Madinah Al Munawarah
33
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Company Financial Results

Statements of Income for the years 2009, 2010, 2011, 2012, and 2013

Account

Total Revenues

2009

1,031,847,767

2010

1,193,161,075

2011

1,465,271,088

2012

1,687,392,692

2013

1867.498,165

Revenue cost 577,095,754 647,746,582 906,809,548 1,059,393,454 = 1175583438
Administrative and general

129,773,284 131,426,198 139,823,782 121,217,226 146,104,228
expenses
Other revenues (2,074,744) 3,101,387 1,924,001 19,730,787 23,541,413
Zakat donations 26,812,765 34,680,474 38,219,602 45,355,099 (46,217,365)
Net income 322,903,985 382,409,208 420,561,759 487,051,225 569,351,912
Loss (profit) per share in Saudi Riyal 3,94 4,66 5,13 5,94 6,94

Cash Flow Statements for the years 2009, 2010, 2011, 2012, and 2013

ACCOUNT 2009 2010 2011 2012 2013
NET CASH FROM
OPERATIONS 210,856,328 = 682,293,224 = 214,255,491 = 786,183,121 = 500,445,200
NET CASH USED IN
INVESTMENT OPERATIONS (6,061,430) 13,092,710 58,728,299 20,196,793  (162,455,737)
NET CASH USED IN
FINANCING 26,812,765 23,990,345 261,298,301 398,916,751  (467,027,158)
NET CHANGE IN CASH
AND EQUIVALENT 79,474,809 645,210,169 105,771,109 = 367,069,577  (129,037,695)
CASH AND EQUIVALENT AS
ON JANUARY 1ST 36,139,049 115,613,858 760,824,027 655,052,918 1,022,122,495
CASH AND EQUIVALENT AS 115,613,858 = 760,824,027 655,052,918  1,022,122,495 893,084,800

ON DECEMBER 31ST

Assets and liabilities of the company
Lists of total assets and total liabilities for the years 2009, 2010, 2011, 2012 and 2013

Account
TOTAL ASSETS

Total Current

2009
814,065,050
372,813,938

2010
1,208,139,617
384,479,297

2011
1,424,463,312
443,460,835

2012
1,556,772,463
495,073,860

2013
1,688,862,153
530,233,141

Due payments

Lists of accrued expenses for the years 2009, 2010, 2011, 2012 and 2013

Account 2009 2010 2011 2012 2013 -
Employees, accurals 48,248,867 27,454,687 20,722,956 23,308,516 25,950,014 -
ﬁ;&ﬁi‘s’ expenses and other 128,243,820 128,298,030 156,260,966 153,091,217 185,656,449 i
Provision for restructuring 29,010,986 28,082,899 28,035,806 25,937,949 19,120,725 f_%
Zakat and income tax 15,621,820 26,311,949 28,233,250 34,982,592 38,273,402
221,125,493 = 210,147.574 = 233,253,008 237,320,274 269,000,590
Company investments
The following table highlights the volume of the Company>s investments in 2013
IS in\ll(tiars‘?n'?;nt in\?eastfn?efnt gecennt of I\Il:l’aatt:rity
1 The Saudi British Bank (SABB) Short-range 02/10/2013 150,000,000 1/1/2014
2 The Saudi American Bank (SAMBA) Short-range 09/10/2013 375,781,458,34 28/1/2014
3 (SAMBA) - Sunbula Company Short-range 25/07/2013 300,000,000 Opening
4 The Saudi Binladin Group Sukuk Long-range 07/04/2013 100,000,000 7/10/2015
5 The Saudi British Bank (SABB) Sukuk Long-range 17/12/2013 40,000,000 18/2/2020

Banking Debts

The Company has no outstanding loans as of December 31, 2013.

Zakat and Statutory Payments

The Company pays Zakat after the settlement of all outstanding issues and inquiries from
the Department of Zakat and Income. The Company is governed by the Zakat and Income
Regulations in force in the Kingdom of Saudi Arabia.
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Transactions with Related Parties

The Saudi Arabian Airlines is the largest shareholder in SACC. A major part of SACC
business is with the Saudi Arabian Airlines (SAA) as the Company provides the meals
for the passengers and crews of all flights of SAA. Moreover, SACC provides additional
services such as preparing the menus. If the number of passengers is increased or
decreased on board the SAA flights, the services provided by the Company will go up
or down accordingly. In addition, the Company provides services for Ground Service
Department of SAA, which mainly include providing meals for the staff of this section.
The Company entered into agreements during 2013 with both the General Organization
for Saudi Arabian Airlines (partner), the Newrest Group Holdings sl. (one of the end
partners), Saudi Airlines Cargo Co., Ltd. (sister company), Saudi Airlines Ground
Services Co., Ltd. (sister company), and the Saudi Real Estate Development Company
Ltd. (sister company).

Income and expenses from related parties as at December 31-2013

The related party Relationship The value

i Arabian Airi .
Saudi .rablan irlines Corporation partner 1,280,619,000
(«Saudia»)
Saudi Ground Services Company sister company 22,116,000
Saudi Airlines Cargo Company sister company 26,948,000
Saudi Real Estate Development sister company (3,840,000)

Company

*The management agreement between
the Company and Newrest Group Holding one of the end partners 12,000,000
S.L. (<NEWREST>), one

Accounts receivable from related parties as at December 31-2013

The related party Relationship The value
Saudi Arabian Airlines Corporatiol

audi .ra ian Airline rporation e 308,749,690
(«Saudia»)
Saudi Ground Services Company sister company 15,408,492
Saudi Airlines Cargo Company sister company 11,287,662

* The management agreement between SAAC and Newrest Group Holdings sl., which is an end shareholder, expired during the
month of December 2013, and SAAC is currently negotiating to sign a new agreement with Newrest. As at 31 December 2013, the
balance of management fees in the amount of SR 5,520,000 required to Newrest was included after deduction of the withholding
tax in the amount of SR 480,000 under the accounts payable item. (2012: the amount of SR 10,200,000 after deduction of
withholding tax in the amount of SR 1,800,000 was included under the accrued expenses and other liabilities account).

* The revenues and receivables of the Company are concentrated with SAA, a partner and a government agency.

Organizational Chart

The company is run by a team of trained cadres, who enjoy a high standard of
knowledge and skills required to manage the company’s operations through three
administrations all of which are coordinated by the CEO.

Board of Directors (BOD)

A. Members of the Board of Directors
The Board of Directors is an elite group of highly qualified experts with good reputation
in world business.
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BOD Members as on December 31st, 2013 .
C. BOD’s Benefits

Name Nationality = Position Status Other ing Saudi i L. ; ;
T S I D B G e « Description of shares owned by BOD’s members or by their spouses and minors
Emaar, The Economic City-Emaar
Khalid Abdullah Al-Molhem Saudi Chairman = Non-executive Dependent TASI- The Saudi British Bank-Riyadh .
Cement Company Owned Shared owned Difference from
Sami Abdulmohsen Al Hokair Saudi Member Non-executive Dependent Al Hokair Group * Member’s Name shares by f_IrSt dt_egree 31/12/2012 to
Dependent relatives (if any) 31/12/2013
Shawgi Mohammed Mushtag Saudi Member | Non-executive Dependent None
United Electronic Co. (Extra)- (Al Yusr Khalid Abdullah Al-Molhem 1,000 Nill 0
Instalment Company —Abdulgader Al i i i
Muhaidib & Sons Company- Bawan Sami Abdulmohsen Al Hokair 1,000 Nill 0
Company, The First Real Estate
Basel Mohammed Algadhib Saudi Member Non-executive Dependent Holding Company— Al Fozan Holding Shani Mohammed Mushtag 1,000 Nill 0
Company — Al Faisaliah Group ’
el Allssa Group Holding Basel Mohammed Algadhib 1,000 Nill 0
Jonathan Stent-Torriani Swiss Member  Non-executive Dependent None Yousef Abdul Sattar El Maimani 1,000 Nill 0
Yousef Abdul Sattar El Saudi Member Non-executive Independent = The National Commercial Bank L. .
Maimani Jonathan Stent-Torriani 1,000 Nill 0
Abdul Az Saif  Al-Saif Saudi Memb: Non- i Ind d N o n A q q .
(Reﬁred Mﬂjzor G::e,al) @ auct emoer ‘E,”;:ﬁg:ﬂ? ndependent | None Abdul Aziz Saif Al-Saif (Retired Major General) 1,000 Nill 0
i 0
Fahd Abdulmohsen Al Rasheed Saudi Member = Non-executive Independent = Emaar The Economic City-Emaar- Fahd Abdulmohsen Al Rasheed 1,000 Nill
Dependent Ports Development Hasan Shakib Al Jabri 1,000 Nill 0
(Dar Al Tamleek-Ebdaa Bank- Saudi
Foras Investment Company- Ahmad
Hasan Shakib Al Jabri Saudi Member | Non-executive Independent  Muhammad Salem Bashen & Co.- - ; . . .
Dependent Arab Roots Group- SEDCO Capital « Description of shares owned by senior executives or by their spouses or minors
- SEDCO International Fund- SEDCO
Capital Luxembourg)* Difference from
* (Not listed on the stock exchange) s Owned Shared owned by first
Member’s Name shares | degree relatives (if any) 31/12/2012 to 31/12/2013
B. BOD’s Meetings Gerhard Marschitz T . 0
The Board of Directors held five meetings in 2013 as shown in the table below: CEO
Date of Meeting 24/2/2013  8/4/2013  9/5/2013  24/9/2013  19/12/2013 Wajdy Mohamed Al-Ghabban Nill Nill 0
Deputy Chief Executive Officer
Khalid Abdullah Al-Molhem
Chailrman u Z “ “ " " Amr Mohammed Sager 0
Chief Corporate Affairs & Secretary Nill Nill
Sami Abdulmohsen Al Hokair v X v v v General
M
ember Tarek Mohamed Tharwat Nill Nill 0
Basel Mohammed Algadhib v v v v v Chief Audit Executive
Member i
Mohamed Nabi Nill Nill 0
Jonathan Stent-Torriani v v v v v General Manager Shared Services
Member )
Abfielwahab Ahmed Saatl Nill Nill 0
- v v Chief Commercial Officer
Yousef Abdul Sattar EI Maimani Member v X v
Fahad Ali Khayat
. . 0
Shawgi Mohammed Mushtag . . . . . |GM ICPI & Pterformance Nill Nill
Member mprovemen
Abdul Aziz Saif Al-Saif (Retired Major Tarig Yahya Al-ldhe ) ) o
o) v v v v v Manager of HR Policy & Procedures il Nill
Member
Fahd Abdulmohsen Al Rasheed Memb v v v X X Mohamed Huzayfa Hasan Chueb Nill Nill 0
. . Head of Procurement & Supply Chain
Hasan Shakib Al Jabri
Member v & v v X Bruno Jean Charles Heriche Nill Nill 0
Chief Operations Officer
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BOD’s Committees

In observance of corporate governance, the Board of Directors has two main committees: Audit
Committee and the Nomination and Remuneration Committee.

» Audit Committee

The Audit Committee is composed of three members, including two non-executive members of
the Board of Directors and the third is a non-Board member competent in financial and accounting
affairs. The duties and responsibilities of this Committee includes the study of the internal
control system and supervision of the Internal Audit Department to verify how efficient it is in
the implementation of work and tasks determined by the Board of Directors. It also studies the
internal audit reports and follows up on the corrective actions in connection with the reported
observations. The Committee also makes recommendations to the Board of Directors with
regard to the appointment and removal of certified auditors; determination of their remunerations;
verification of their independence; follow-up of their duties and studying the audit plan with the
auditors. The Committee studies the auditor’s notes to the Company’s financial statements
and follows up on actions taken in their regard. In addition, it examines the initial and annual
financial statements prior to presenting them to the Board, expresses opinion thereon and makes
recommendations to the Board of Directors in their regard. The Committee further studies the
accounting policies of the Company, expresses opinion thereon and makes recommendations to
the Board of Directors in their regard; and assesses the Company’s estimation of material risks
and the procedures taken by the Company’s management to control and address such risks.

Audit committee members: Schedule of Audit Committee’s meetings
Name Position Date of Meeting 15/1/2013  20/2/2013  13/4/2013  17/7/2013  23/10/2013
Hasan Shakib Chai Hasan Shakib Al Jabri
Al Jabri airman Chairman Y Y Y Y Y
Shawgi Mohammed Shawgi Mohammed
Mushtag Member Mushtag Member v v Y Y v
Matthew Gendall
Matthew Gendal Member v v v v v
Member

« The Nomination and Remuneration Committee

The Nomination and Remuneration Commitiee was launched in October 2011. The
Committee is composed of three non-executive members of the Board of Directors. The
duties and responsibilities of the Committee include: making recommendations to the
Board of Directors with regard to nominations to the membership of the Board in accordance
with the approved policies and standards, provided that no person may be nominated if
was convicted in a felony involving moral turpitude; undertaking the annual review of the
skill requirements for the Board of Directors; and preparing the description of skills and
qualifications required for the Board membership including determination of the time that
the board member should dedicate to the business of the Board. The Committee also
reviews the structure and formation of the Board, makes recommendations concerning
changes that can be made and identifies the weaknesses and strengths of the Board with
recommendations on how to address them to serve the interests of the Company. On
an annual basis, the Committee ensures the independence of the independent members
and that there are no conflicts of interest if the member holds membership in the board
of directors of another company. It develops clear policies for the compensation and
remuneration of the Board members and senior executives, taking into consideration
performance-related standards. Lastly, the Committee prepares periodic and annual
reports on the Committee’s activities and the annual disclosure report according to the
Articles of Association. These reports are to be presented to the Board of Directors.

Members of the Nomination Schedule of Nomination
and Remuneration Committee and Remuneration Committee’s meetings
Name Position Date of Meeting 24/9/2013  1912/2013
Yousef Abdul Sattar EI Maimani v v
Yousef Abdul Sattar El Maimani ~ Chairman Chairman
Basel Mohammed Member Basel Mohammed Algadhib v v
Algadhib Member
Fahd Abdulmohsen Al Rasheed = o
Fahd Abdulmohsen Al Rasheed Member Member
- Jonathan Stent-Torriani v v
Jonathan Stent-Torriani Member Member
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Corporate Governance

To achieve the principle of transparency and enhance performance in its various
activities with a view to providing a proper climate for investment in the market and
increase customer confidence, the Company decided during the General Assembly of
27/05/1434 H. corresponding to 08/04/2013 to implement governance principles and
rules and to select the best practices to best serve the interests of its shareholders and
to safeguard the rights of stakeholders.

The Company is committed to maintain the best standards of quality and performance
in all its activities. This commitment extends to include the rules provided for in the
Corporate Governance. The Company is fully committed to applying the best rules
included in the Corporate Governance in all its operations. The Company has a
comprehensive policy on the implementation of Corporate Governance rules through the
development of regulations and bylaws to be adhered to by managers and employees
in order to protect the interests of the Company and other relevant parties. The Board
of Directors, with help from its subcommittees such as the audit and risk committees,
provides continuous support to promote compliance with Corporate Governance rules
while ensuring continuous review and control of the effective implementation thereof.

The following table highlights the governance items that have been implemented and
extent of implementation versus the unimplemented items and the reasons for that:

Article number according to Full Partial Non-
Corporate Governance Regulations Compliance Compliance  compliance  Explanation
lll: General rights of shareholders v

IV: To facilitate the exercise by
shareholders of their rights and access v
to information

V: Equity concerning the General
Assembly meeting

VI: Voting Rights v
VII: Shareholders Rights in Dividends v

VIII: Policies and Procedures Relating
to Disclosure

IX: Disclosure in the Report of the
Board of Directors

An item on
the policies,
standards
and
rocedures
or the Board
v membership
was included
in the
agenda of
the General
Assembly of
Company

X: Basic Functions of the Board of
Directors

XI: Responsibilities of the Board of
Directors

Xll: Formation of the Board of Directors v

XIll: Committees of the Board and their
Independence

XIV: Audit Committee v

XV: Nominations and Remuneration
Committee

Article number according to Full Partial Non-
Corporate Governance Regulations Compliance Compliance compliance  Explanation
XVI: Board Meetings and Agenda v

XVII: Remuneration and Compensations
of Board Members

XVIII: Conflict of Interest in the Board of
Directors

v

4

Internal Audit

The Internal Audit Department regularly reviews the internal control system of various
departments of the Company. This audit is based on the annual plans approved by
the Audit Committee to ensure the effectiveness of this system and its ability to protect
the Company’s assets and ensure the efficiency and integrity of the financial and non-
financial procedures and processes, and compliance by the Company’s employees
with the regulations issued by various relevant government bodies and regulators, as
well as compliance with the policies and internal systems approved by the Company.
The Audit Committee continuously supervises the work of the Internal Audit Committee
and reviews its reports on regular basis.

The scope of work of the Internal Audit Department includes the following:

« Develop the annual strategic plan for the work of the Internal Audit Committee.

« Conduct the audit and routine testing for all administrative and operational departments
and inform their heads on the results.

o Assess the procedures and solutions provided by the departments to ensure the
appropriateness and effectiveness of the proposed measures.

« Provide reports and recommendations on audit findings as well as the subsequent
follow-up of these results to ensure their implementation by the relevant departments.
Additionally, as part of his responsibility for reviewing the Company’s annual report, the
External Auditor of the Company makes a comprehensive review of the Company’s
internal audit system and its electronic and computing systems to ensure the separation
of functions, monitoring systems and strict control on the Company’s operations.

The Internal Audit shall have full power without restriction to have access to all records
of the Company and its fixed assets and to meet those in charge of their management
subject to strict confidentiality.

To ensure the independence of the Internal Audit, the Executive Officer of the Internal
Audit technically and professionally reports to the Audit Committee and reports
administratively to the CEO of SACC. No manager of the Company may interfere with
any internal affairs of the Internal Audit. Furthermore, the Internal Audit has no direct
operational responsibility in any areas or activities that are reviewed. The Executive
Officer of the Internal Audit shall annually confirm the independence of the Internal
Audit to the Board of Directors.

The scope of the Internal Audit also includes the examination and evaluation of the
validity and efficiency of the governance systems, risk management and internal
procedures of the Company in addition to checking the quality of performance of
responsibilities assigned to managers in order to achieve the Company’s goals.

The Internal Audit Committee has not discovered any irregularities or any obvious
weaknesses in the internal control system of the Company or in any of its various
operations in 2013. There were no substantial findings of the annual review of the
effectiveness of internal control procedures of the Company.
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Dividends Policy

The Board of Directors makes recommendations to announce and pay any dividends
prior to the approval of shareholders in the General Assembly meeting. The Company
is not obliged to announce any dividends. Any decision to do so will depend on the
previous and expected profits, the cash flow in the Company, financing and capital
requirements, the market, the general economic conditions and the Zakat status of
the Company. In addition to the legal and statutory considerations, the distribution of
dividends is subject to certain restrictions set forth in the Company>s statute. In the
event of announcing dividends, they will be distributed in Saudi Riyals.

The Board of Directors intends to adopt a policy for dividend distribution that provides
for the distribution of about 60%—80% of the Company’s net annual profits taking
into account the Company’s objectives, the aforementioned commercial, legal and
organizational considerations in addition to the Company’s financial position and level
of income at present.

The annual net profits of the Company are distributed after the deduction of the
overheads and other expenses as follows:

« Setting aside of 10% of the net profit to form the statutory reserve. The Ordinary
General Assembly may discontinue the reserve deduction once the statutory reserve
reaches an amount equal to half the capital.

e The Ordinary General Assembly, based on recommendations by the Board of
Directors, may set aside a certain proportion of the net profits to create a consensual
reserve for one or more specific purposes.

« Thereafter, the balance is distributed to the shareholders provided it is no less than
5% of the paid-up capital.

The distribution of dividends is subject to certain restrictions as set forth in the Articles of
Association. In the event of announcing dividends, they will be distributed in Saudi Riyals.

General Assembly

SAAC has held a successful General Assembly meeting during 2013, as shown
below. The Company announced the scheduled dates for this General Assembly on
the website of Tadawol, the Company’s website and in the Official Gazette and local
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newspapers twenty-five days in advance of the day scheduled for the meeting. The
announcements showed the time, place and agenda. The Company also provided
the shareholders with the opportunity to participate effectively and vote on the issues
on the agenda. They were informed of the rules that govern the meeting and voting
procedures through the General Assembly invitation. Well-prepared folders containing
enough information for informed decision-making were distributed to the shareholders.
The Company also informed the Capital Markets Authority of the results of this General
Assembly immediately after the end of the meeting. The shareholders were also
enabled to review the minutes of the meeting at the Company’s offices or through the
Company’s website.

The General

Attendance AGM decisions
Assembly
« Approval of the report of the Board of Directors for the fiscal year ended
December 31st, 2012.
« Approval of the Company’s financial statements and the auditor’s report
for the fiscal year ended December 31st, 2012.
« Approval to pay cash dividends for the fourth quarter of 2012 by 1.5 riyals
per share. The total dividends for the fourth quarter of 2012 was SR 123
million, which represents 15% of the nominal value of the shares, and so
the total dividends to be distributed for the fiscal year 2012 will be SR 369
million and the sum to be distributed for the year 2012 will be SR 4.5 per
share accounting for 45% of the nominal value of the share. Eligibility
to receive distributed dividends shall be for the shareholders \ registered
with the Securities Depository Center - Tadawol - by the end of Monday’s
Date of AGM trading session of 04/08/2013. The date for payment of profits will be

72,2% announced later.

8/4/3013 « Approval to appoint the external auditor and determine his fees by the
Audit Committee to review the financial statements for the fiscal year 2013
and quarterly financial statements.
Approval of corporate governance regulations as recommended by the
Board of Directors of the Company.
« Approval of the regulations on the work of the Audit Committee as
recommended by the Audit Committee of the Company.
« Approval of the regulations on the work of the Nomination and
Remuneration Committee as recommended by the Nomination and
Remuneration Committee of the Company.
« Discharge the members of the Board of Directors for the financial year
ended December 31st, 2012.
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Remunerations of BOD Members
& five senior executives

Remunerations of BoDs’ members and five senior executives

Details Non-executive The five executives who received the
members of the Board highest bonuses and compensations

Salaries and remunerations 1,800,000 3,423,955

Allowances 183,000 456,633

Annual periodical remunerations Nill 764,000

Incentives Nill

Any other compensations or in-kind Nil

privileges paid out monthly or annually

Total 1,983,000,00 4,644,588

Board of Directors’ Declaration

The Board of Directors confirms the following:

« That the accounts register has been prepared in the correct format and according to
the Generally Accepted Accounting Principles (GAAP).

« That the internal control system has been prepared on sound basis and is being
implemented effectively.

« That there are no doubts about the company’s ability to go ahead with the performance
of its activities.

« That the unified financial statements have been prepared according to the standards and
the accounting systems issued by the Saudi Committee for Saudi Chartered Accountants
and according to the related requirements of the Companies regulations and statute of the
company with regard to the preparation and publication of financial details.

« That the company has not issued any bonds and consequently has not recovered or
purchased or canceled any recoverable debt instruments.

o That the company does not have any transfer rights or any subscriptions based
on debt transferable instruments to shares or selection rights or subscription rights
memoranda or similar rights issued or given by the company during the year 2013.

« That there is no contract to which the company is a party and that there is or has been
any substantial benefit in it to any board member or the Chief Executive Officer or the
General Manager of Finance or to any person related to any one of them.

o That there are no arrangements or agreements through which any of the board
members or any of the senior executive waives any salary or any compensation.

« That there are no arrangements or agreements through which any of the company’s
shareholders waives any profit rights.

Communication with Shareholders

SACC gives the utmost attention to the Communication with shareholders. It has taken
many measures to guarantee the shareholders’ rights to obtain information through
the CMA “Tadawul” website and the company website saudiacatering.com. provides
comprehensive information about company activities and business through the Annual
Report, periodic financial statements and dividends distribution procedures. The
company is also keen to communicate with its shareholders, answer all their queries
and provide them the requested information in a timely manner.

Saudi Airlines Catering Company
(Saudi Joint Stock Company)

Financial Statements and Auditors’ Report
Year Ended December 31, 2013

SAUDI AIRLINES dyogcuyl bgh3l
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AUDITORS' REPORT

Deloitt

e ) I e Dipirie B e
Rattr Albulchair fr Co
Pulblic dccouniants
P Box 442
Peiklah Fidii
Fingpdm il Senall Arahia

Telo 4506 () 2 G50 EAIS
Fem: +5606 H0 2 65F 2022

s laiE com

ALDITORS REPORT Lizense Mo, 95
Hesd Ofice: Bipadh
To the sharsholders
Sandh Aadmes Catering Company
Jeddah, Seud: Arabin

Scope of Awdit

We have andited the balance sheet of SAUDL AIRLINES CATERING COMPANY (a Soudi Jont Stock
Company) {the “Company™) as of December 31, 20005, and the related statements of meome, sharcholders’
cquity and cash fows for the vear then ended. and notes 1 fo 24 which form an imiegral part of these financial
stofements as prepared by the Company m accordance with Article 123 of the Regnlations for Companics and
presented to us with all the necessary mformaton and explanations. These financial statements are the
responsibility of the Company’s management. Our responsibility 15 to express an opinien on these financial
stotements based on our awdit.

We conducted our sudit m accordance with auditing standards generally sccepted mthe Kingdom of Saud
Arpbig. Those standards require that we plan and perform the sudit to obtmn reasoneble assurance about
whether the finoncial statements are free of matenal misstatement. An andit meludes exammmg, on a test
be=is, evidence supporting the amounts and disclosures m the financial statements. An sudit also includes
assessing the accouniing principles used and significant estimates made by management. as wedl as evaluating
the overall fimancinl statement presentabion. We beheve that our audit provides a reasonable basis for our
opimion.

Unggualified Opinign

In our opinion, the fimancial stetements present facly, in all matenal respects, the financial positon of the
Company as of December 21, 2013, and the results of its operations and its cash flows for the vear then ended
n conformity with accounting standards generally accepted m the Kingdom of Saudi Arsbia and appropriate to
the nature of the Company, and comply with the relevant provisions of the Eegulations for Compames and the
Company’'s byelaws as these relate to the preparation and presentation of these financial statements.

Deloatte: & Touche
Bokr Abulkhar & Co.

Al-Mugahhar ¥. Hamaduddin

License No. 29

# Raba-ll, 1433
February 8, 2014

SAUDI AIRLINES CATERING COMPANY
(SAUDI JOINT STOCK COMPANY)

BALANCE SHEET

AS OF DECEMBER 31, 2013
( Expressed in Saudi Riyals )

ASSETS

Current assels

Cash and cash equivalents

Accounts receivable - trade

De from related partics

Inventonics

Prepaid cxpenscs and other reccivables

Total corrent nssels
Non-current asscts

Held to mabanty investment
Property. plant and equipment

Total non-current asseis
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liahilities

Accounis pavable - rade

Dividends pavable

Accrmed expenses and other habilities

Tatal corvent liahilities
Nom-current liabilities
End-of-service indemnibics
Total non-current labilities
Sharcholders® cguity

Sharc capital

Statutory roscrve
Fctamed camings

Toial shareholders” equity

TOTAL LIABILITIES AND SHAREHOLDERS" EQUITY

1

Note 013 012
3 803,084,800  1.022,122.495
4 57,083,132 53.791.89%
10 355445844 236.147.161
5 76,629,751 73,280,130

68,498,971 61,384 302
1450,742,498  1.466,725.986

o 1400, M) ) -
7 98,119,655 90,046,477
238,119,655 90,046,477
L6YHM62.153 1,356,772 463
146,032,966 151,631,390

2,792,541 689006

8 268, 1HH),591) 237.320274
417,826,097 389, 640,670

Y 112,407,044 105_433_190
112,407,044 105,433, 141)

1 S20, 000000 8200040000
12 151,356,809 94421618
187.272.203 147,276,985
1,158,629.012  1.061,698.603
1.688,862,153  1.856.772.463

o

Chief Finameial CHficer

/

Chicf | Eb;sﬁ]li\'c Officer

Authorized Bo

- s

'

The accompanying notes form an intergral part of these financial statements

rectors” Member
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SAUDI AIRLINES CATERING COMPANY
(SAUDI JOINT STOCK COMPANY)
STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2013
( Expressed in Saudi Riyals )

Revenues:

[n-flight catering revenue
Sky zales revenue

Busmess lounge revenus
Mon-admes revenuc

Other operating revenucs
Tuotal revenues

Cust of revenues

Cost of matcrials and goods
Ferzonnel costs

Rent and maintenance of production units
Deprecialion

Oiher operaling cosls

Tzl cost of revenues

Grross prodi

General and adminisirative expenses
Operating income

Other revenues and (expenses). net
NET INCOME

Eamings per share from net income

)N

Note 2013 2012
1429682965 1.301,374,793
188,967,459 176,886,061
66,779,931 51,049,918
135,168,526 114,743,683
17 46,598,254 43.338.215
10,20 1867498165  1.687.392.692
776,330,745 £88.811.950
151,053,375 169,609,121
82,549,435 71.995 548
12,841,142 3,506,914
18 122,808,541 115,465 921
1,175,583,438 1059393 454
691,914,727 627,999,238
14 146,104,228 121.217.226
545,810,449 $06,782.012

21 23.541.413 {19.730.787)
16, 20 60,351,912 4R7.051,225
16 6,94 594

Chief Financial Chfice Chi?&ulj\e Officer Authorized Boa
-

—

The accompanying notes form an intergral part of these financial statements

l:rfDirectom' Member

SAUDI AIRLINES CATERING COMPANY

(SAUDI JOINT STOCK COMPANY)

STATEMENT OF SHAREHOLDERS: EQUITY

YEAR ENDED DECEMBER 31, 2013

( Expressed in Saudi Riyals )

Bhare Statutory Retainad

Mate capital MEserve 2ArMINgs Total
January 1, 2012 | B0 00RO} 45,716,496 115 28598] 981002 477
Met income for the vear - = 487,051,225 4RT.051,2235
Transfer to statutory reserve 12 - 48 705 122 [ 48.7035,122) s
Zakat and imcome tax 11 - - (43355 099 (45355004
Dividends 13 - - (361000000 (361 00 (M)
December 31, 2012 B0, 00RO 04421 618 147276985 1061698 603
Mel income For (he vear - 569.351,912 569,351,912
Transler 1o stalulory reserve 12 56,935,191 (50,935,191 ) .
Lkl and mcome lax 11 - (46217.365)  (46,217.365)
Dividends 13 - = (426,204,038) (426,204,138
Doccmber 31, 2003 HIONMMbANMD D51 556. 4000 18727203 1, 1586249002

l A, /E’/{J/
Chief Financial Chficer Chief Exgontive Officer Authorzed nggd irectors” Member

-

- s

The accompanying notes form an intergral part of these financial statements
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SAUDI AIRLINES CATERING COMPANY
(SAUDI JOINT STOCK COMPANY)

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2013
( Expressed in Saudi Riyals )

OPERATING ACTIVITIES

Nel income

Adjustments For:

Depreciabion

RBeversal of allowance for doubtful debts
{Reversal of Vallowance for slow moving inventories
Loss from sale of property. plant end cquipment
Provision for end-of-service indemnities
[nvestment mcomes

Changes in opcrating asscts and habalitics:
Accounts receivable - trade

Dae from related partics

Inventores

Prepaid expenszes and ather receivables
Acoounts pavable - irade

Accrued expenses and ciher liabililies

Cash generated from operabions

End-of-service indemnitics paid

Met cash from operating activitices

INVESTING ACTIVITIES

Purchase of property. plant and squipment

Procozds from sale of propemy, plant and cquipmcni
Held to mamnty investment

Invesiment income reocivod

Mel cash wsed in investing activities
FINANCING ACTIVITIES

Zakat and mcome tax pasd

Divadends paid

Mt cash used in financing activities

Net change in cash and cash equivalents

Cash and cash cquivalents, January 1

CASH ANDCASH EQUIVALENTS, DECEMBER 31

Buod debis written-off

Inventory written-off

Unpaid declared dividends

Zakat and mcome tax charges debited to retained camings
Aconcd, invesiment income classiticd fo propaid cxpenscs

bl [ ] 2017
S069.,351,912 BT 051 225
15,494 238 15 859218
(5,290,157 ) (3 487.883)
(1,283,061 ) 1336373
I4T. 443 24 () 923
HL23TIT2 19 165 B34
(1987472} -
4,487,121 (4056044
(100, 786,451 ) 261 539,479
(2068, 5460 ) (9276586
(686,319 ) (31,218 861 )
(5,598,424 ) 36,049, TES
2R 389,506 (2,602 TG )
S13,708, 718 TO4 545 991}
(13,263.518) (8,362,869
SAND A4S 2000 TR IRI 121
(24,137,851 ) {20360 343 )
32292 169 550
{ 1400, CHMD AW -
1,359,122 =
(162 455,737) {20.1%6,793 )
(42,926,555) (38,605,757
(424,000,603 ) (360510 5454 )
(A67027158)  (398.916.731)
(129,037,045 ) 36T 9577
1022122 495 L35 052,918
H3 084,800 1022 122 495
29,175 A 186406
230,331 480374
2,792,541 689 6
46,217,365 45 355 (o0

Chief Financial CHficer

Authorized Boa
- L "

Chigh Eﬁtulj\e Officer

The accompanying notes form an intergral part of these financial statements
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SAUDI AIRLINES CATERING COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATMENTS

YEAR ENDED DECEMBER 31, 2013
( Expressed in Saudi Riyals )

ORGANIZATION AND ACTIVITIES

Sauds Airhines Catening Company (the “Company™) was registered as a Saudn limated habality company
on 20 Muharcam 1429 (Janpary 29, 2008} under commercial registration number 4030075741, The share
capital of the Company, amounting to SR 100,767 (001, was divided inta 1,017,670 shares of SR 1(H)
each, The Company was established as a wholly owned subsidiary of Sandi Arabian Aidines Corporation
(“Baudia™) whose coniribulion o the share capilal wies made up of SR 300000 cash and SR 100267, 00
of mel assels of s calering division translerred ellective on January 1, 2008

On April 22, 2008, Sawlia sold 493 738 shares represenling 49% of the wolal share capital of (he
Company o the Siraleie Calering Company Limiled. The lormalities of the wransacion were compleled
on 19 Rajab, 1429 (July 22, 2008),

O December 26, 2000 ihe shareholders resolved io amend the Aricles of Assocation o rellect the sale
of 3% of Saudia’s shares i the Company 10 Saudi Arrlines Company Limited, Saudia Privale Aviaton
Company Limiled and Soedia Beal Estsle and Development Compary Limiled which sre wholly owned
subsidiaries of Smudia. Furthermore, the shareholders decided w0 converl the Company from a limiled
hiabilily company 1o g closed joinil slock compay and divide the capilal of the Company which amounied
o S 00767 000 mie 10076, 700 ordinary shares of SE 10 each instesd of 1007670 shares of SE. 1)
each. The Company oblained the spproval of the Minigler of Commerce and Industre for the above sale
and conversion on 211432 (Jampary 4, HH 1} and oblgined the mnended Commercial Regisiralion on
131432 {February 13, 2001).

On Maorch 1% 2001 the shorcholders resolved to mercase the share copital by SREO7I0 233 0040 by
transforminge. SR 658,791 392 from the rotmned cormmpes, SR [3.718.428 from pencral reserve and
SR 46 722 |80 from statutory reserve. The Compony finoalized the relofed formalities and obtoined the
amended commercinl repistration on 26 Jomad 'L 1432 {Apnl 30, 20011

During the perod from 28 Rajab, 1433 (June 18, 2002 10 4 Shaban, 1433 (June 24, 200 2} (the Company
sold 246 mulhion shares through an imbal public olerme representing 3% of the Company’s share
capital a1 SE 34 per share including the nominal value amounting o SR 10 per shore and an issue
premiwn of SR 44 per share. Thus, the Company converled imlo a public jomt stock company and
commenced rading on the Tadawul in the Kingdom of Saudi Arabia on July 9, 20012 Following the sale
of shares, the Company is owned as [follows:

Shares Yalug
Saudi Arabian Airlines Corporation 24, 374 00K 292 Ty (W0
Strategic Catering Company Limited 2H 126,00 281, 200 (R0
Public sharchalders 24 G000 2t (MWD THAD

B2 000000 8 20, 0, (W]

The Company has obtaned the amended commercial registration and the amended by-laws reflecting the
public offering.

The main objectives of the Company arc provision of cooked and non-cooked food to privaic and public
scotors, provision of sky sales, operation and mamagement of duty free zoncs in Saudi Arabian amrports
and owncrship, operatton and management of restaurants and groccncs at arporis and other places.
ownership, operation and management of central laundncs.

The Company mamly provides catering services to Saudi Arabian Arrlines and other forcign airlines in
the amrports of Joddsh, Rrvadh, Dammam and Madmah in Saadi Arabia and to Saudia’s flights operating
from Cairo International Adrport.
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O August 2, 2012, the board of dircctors resalved to cstablish a lomited hability company with a sharc
capital of SR 20 million to be mainly cwned and controlled by the Company. The now established
company which has aill nat been incorporated will be under the name of Saudi Airdines Catering Services
("SAC Services™) and will include “business and industny™ catering activity which is currently part of the
Compaiy”s operatiodn,

SUMMARY OF STGNIFICANT ACCOUNTING POLICTES

The accompanying Onancial zatements have been prepared m accordance with accounting standands
generally accepled in the Kingdom of Saudi Arabia

The Collowing 1= a swmmary of sigmlicant accouniing policies applied by the Company:
Use of estimates

The preparation of [inancial stsements i conformily wilth accounting stondards generallv sccepted in the
Kinpgdem of Sandi Arabia requires the use of estimales and sssumplions thal allect the reported amounts
of assels and labihities and disclosure of contingenl assets and Liabilities au the date of the [nancial
stalements and the reported amounts of revenues and expenses during the reporting penod. Although
these estimales are based on management’s best knowledge of cument evenls and actons, aclual resulls
wlimately may diller from those eslimates.

Revemme recognilion

Revenucs arc recognized when goods mre delivercd and semvices arc rendered fo costomers ond arc stated
nect of discounts.

Expenses

General and admimsirabive expenses melede direcl and indirect cosls nol specilically panl of cost of
revenues i requinsd ander accounling standards generally accepled i the Kingdom of Saudi Arabia
Allocations between general and admimsirative expenses and cosl of revennes, when required, are msde
on 3 consislent basis

Inventorics

Inventories are stated al the lower of cost or nel realizable value. Cost is determined on a weighted
average cosl basis. An allowance 1s also established [or ilems deemed o be glow moving or obsalele.

Financial asseis and lnancial labilities

The Company’™s Onancial assels comprize cash and cash equivalents, mvestment held 10 matunly,
accounts recervablestrade and due from related parties. These financial asscts are stated at their nominal
values as reduced by an appropniate allowance for estimated orecoverable amounts.

Financial habilitics are classified according to the substance of the contractual amangements entered into.
Sigmificant financial habibies which inclhade acecounts pavable-trade and dividends pavable are stated at
their nominal values.

Impairment of financial assets

Fimancial asscls arc asscsscd lor indicatlors of impammmenl al cach balance shecl dalc. Financial asscls anc
mnpaired where there is objeclive evidence that, as a resull of onc or more cvenls thal occurred alicr the
mitial recognition of the lmancial asscl, the cstimated Tuwlure cash Tows ol the linancial assct have been
mmpacicd,

Certain catepories of financial aseetz, such as accounts receivable-rade, that are assessed not o be
impaired individoally are subsequently asessed for impairment on a collective bagiz. Objective evidence
of impairment for a portfolio of receivables could include the Company’s past experience of collecting
pavments, an increase in the mumber of delaved pavments in the portfolio pazt the average credit period a=
well as observable changes in national or local economic conditionz that comelate with default on
receivahles

The carrving amouant of the financial asset is reduced through the wse of an allowance aceount with a
corresponding charge o the statement of income, When a financial asset i3 not considered recoverable, it
is written-of T against the allowance account. Subsequent recoveries of amaunts previonsly written-off are
credited to the statement of income

Held to maturity invesiment

Investments which have fixed or determined pavments that the Company has the positive intention and
ability to hold o matarity are subsequently messured at amortized cost, less provizion for impaimsent in
value, Amortized cost is calealated by taking into account any discount or preminm on acquisiticn,
Realized gain or loss or intzrest ingome on such investments is recognized in the statement of ingome

Froperty. plant and equipment

Land is recorded at cost

Property, plant and equipment other than land are stated at cost less accumulated depreciation,
Expenditure on maintenance and repairs is expensed, while expenditure for betterment is capitalized,

Depreciation is provided over the estimated useful lives of the applicable assets wzing the straight line
method. The estimated useful lives of the principal classes of assets ane as follows

Leaschold mmprovements 5-2) ycars
Equipment 3-7 ycars
Maotor vehicles =111 vears

The carrying amount of all property, plant and equipment is reduced to recognize other than femporary
dinvimution in value

Capital work-in-progress represents all costs relafing directly to the on-going projects in progress and will
be capitalized as property, plant and equipment when the project s completed

Impairment of non-current assets

At each balance sheet date, the Company assesses whether there are any indications, whether internal or
external, of impairment in the value of non-current azsets, 1 any such indication exizts, the recoverable
amoant of the asset is estimated in order o determing the extent of the impairment loss

A non-curent assel is conzidered impaired if itz carrving amount is higher than its recoverable amount,
To determing impaiment, the Company compares the non-current assel’s carmying amount with the
nndiszounted estimated cash fow from the asset’s use. IF the carmving amount exceeds the undizconnted
cash flow from the asset, the Company estimates the present value of the estimated fumre cash Mows
from the asset. The excess of the carrving amount over the present value of the estimated fumire cash
ez from the aszels is considered an impairment koss
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An impairment loss s recopnized immediately in the statement of income, Where an impairment loss
subsequently reverzes, the carrving amount of the asget s increased o the revised estimate of il
recoverable amount, such that the increased carrving amount does not exceed the carrving amount that
wonld have been determined had no impairment loss been recognized for the asset in the prior vears, A
reversal of an impairment koss is recognized immediately in the statement of incams

Forcign currcncy iransactions

Foreign corrency transactions ane translated into Saudi Rivals at the rates of exchange prevailing at the
timee of the transactions. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are translated at the exchange rates prevailing at that date. Gains and losses from settlement
and translation of foreign currency transactions are included in the statement of income.

End-of-service indemnities

End-pl-scrvice indemuilics, required by Saudi Arabian Labor Law, arc provided m the micnim [inancial
slatcments bascd on the cmplovees” keneth ol scryvice,

Laliat and income (ax

The Company is subject to the Regulations of the Directorate of Zakat and Tncome Tax ("DZITT) in the
Kingdom of Sandi Arabia Zakat and income tax are provided on an accruals basis, The zakat charge is
computed on the zakat hase Income tax is compated on adjusted net income. Any difference in the
estimate is recorded when the final assessment is approved, at which time the provision is cleared

Leasing

Leases are classihed as Onance leases whenever the lerms of (he lease transler subsiantially all the nsks
and rewards of ownecship 1o the lessee, All pdher leases are classilied &= operaling leases,

Rentals payvable under operating lease are charged to income on a siraight-line hasis over the term of the
operating lease

Dividenis

Final dividends are recogmized as lability ai the time of their approval by the general assembly

Interim dividends are recoded when approved by the Board of Directors

Segmental analysis

An operaling segment is a component ol the Company (hat is engaged in business activities from which il
earns revenues and incurs expenses and sboul which discrete lnancial informalion is available thal s
evialugled regularly by the chiel operating decision maker in deciding  how 1o allocale resources and in

assessing performance, For management purposes. the Company is orgamieed mio business mils based
on their produecls and services and has bso reporable operaling segments as follows:

s Catcring, whech includes business lounges. non-arrlines and athers:

e Skv zules.

Scgment porformance is cvaluated bascd on profit or loss which, m cortam respects, s measured
diffcrently from prafit or loss in the accompanyving financial statcnscnis.

SAUDI AIRLINES CATERING COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATMENTS

YEAR ENDED DECEMBER 31, 2013
( Expressed in Saudi Riyals )

el

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash and demand deposits with original maturities of three months ar
bezs

i3 2012
Cash on hand 1,307,593 21133513
Bank balmices Ku1,777.207 1020 (e 962

ROIA8IH00 1022122 495

ACCOUNTS RECETVABLE - TRADE

L1 ] 2012
Trade recevables 140.509,111 144 9% 232
Less: Allowanece for doubtful debis (83.425,97T9) (91204 334
S7083,132 33,791 898
Balances from 3 customers represent 63% (2012: 68%) of total trade recemvables.
INVENTORIES
g 2002
Catering (food, beverages and other items) 25.910,242 27 302 45
Sky sales items A3.530,94:1 Ji, 342 534
Packing and ather materials T M54 $,222 Rid
Spare parts 35000k 3410358
Allowance for slow maving and obsolete inventories (4. 525,0FH ) [ (138 4491 )
Th29, T3] 73,280 130

HELD TO MATURITY INVESTMENT
The held to maturty investment consists of mvestment in:

¢ The Sandi Binladin Group Sukuk Limited with a retum of SIBOR plus 2 margin of 1.7 per cent
calculated quarterly and it shall be liquidated on 7" October 2015 but Saudi Binladin Group Sukuk
Limited has the ability to redeem the Sukuk on the periodic distribution date falling on 7 April 2015
by serving a call option notice. The Company has purchased the wnvestment for an ameount of 5B
LM O M0,

#  The Saudi Brinsh Bank (SABB) Sukuk “Sukuk 11 with a return of SIBOR plus a margimn of 1.4 per
cent calculated semi-annually. The Sukuk I shall be liguidated in 2020 bt SABB has the ability to
redecm the Sukuk in 20018 by serving a call option notice. The Company has purchased the
wvestment i Sukuk [1 for an amount of SE 200000000
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T. PROPERTY. PLANT AND EQIUIPMENT

SAUDI AIRLINES CATERING COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATMENTS

YEAR ENDED DECEMBER 31, 2013
( Expressed in Saudi Riyals )

. RELATED PARTY TRANSACTIONS

During the vear, the Company transacted with the following related parties;

Jamuary 1 Additions Disprsals Translers Decemlser 31
Caost;
Lamd J5, T8, 58 - - - X5 786058
Lzasehold impeovements 20,576,746 FAELEAE] (20 823) - TR 150555
Equipmeent 40,297 670 1205, T (1,146,529 ) 15615907 Malo 487
Blotor velicles 40,5 T8, B 13186351 (7,066,157 ) - Jo.551, 582
Caopital work-in-progress 1,567,268 6,881,877 - (1,381,507 ) TOET 23
Tistal Cast 143, 126,640 24,137 851 ®,233. K11 - 1593641
Accumulated Depreclation:
|zaschold inmprorcancrits 0,742 M3 LR (10,3353) - 12234011
Faquipment 25,034,671 ®AS1INE (1,0, 205) - HLAAS S0
Plotor vohicles 2,303, 150 4 IMLZRS  (6,571,540) - 150131, 595
Tistal Deprecintion 53, K1, 124 15,494 234 (7,663, 376) = S ISR
MNet Book Yalue ar January 1 0, 4, 47T
Mt Book Yalue ar December 51 oH. 119,655

Capital-in-progress reprosents the cost of high-loader vehicles purchascd by the Company and stll under
cusioms clearance and the construction wark for the extension of the Rivadh kitchen

b ACCRUED EXPENSES AND OTHER LIABILITIES

203 2012
Emplovess™ accruals 25,550,014 23308516
Accmed expenszes and other hobilites 185,656,449 153,091 217
Provision for restochunmg 19,120,735 25.937549
Zakat and income tax (note 11} 3B.273,402 34.94.2 592

2072 MH), 5 H) 137320174

Acerued expenses and other labalilies nclude services provided by Sandia bal nol mveiced amounting (o
SR 96,433 384 (2012: 5K 71,790,601,

%, END-OF-S5ERVICE INDEMNITIES

20013 2012
January 1 105,433,190 U4 626 20
Provision for the year 20,237,372 19 169 830
Payment during the vear (13,263,518 ) (8362 860
Dcocmber 31 112,407 A4 115,433 14911

Same Relatinnship
Saudi Arabian Arrlines Corporation {“Saundia™) Shareholder
Mewresl Group Holding 5.1 One of the
uliimale
shareholders
Saudi Adrlines Cargo Company AMilie
Saudi Ground Services Company Allilisle
Saudia Airlines Real Estate Development Company AMilie
Board of direciors Connecled persons

The sigmficant transactions and the related approximate amounts for the vear ended December 31 are as
follows:

2013 2012
Catering and other scrvices rendered to Sandia IL2ZRS, 145N L1T7,176,000
Scrvices and other expenscs charged by Sandia A AJANID 5,171 g
Met services chargad and cxpenscs re-allocaicd
t Saudi Ground Services Company 22,1 16 1M ib 6H7 00
Rc-allocation of lcazsing charges J RN 4 535 Q)
Met services rendered to'charged by
Sandi Airdincs Cargo Company 26,944,000 16,504,000
Managcement focs® [T R 12, (M1 A0
Board of dircctors” focs and cxponscs 1,983 AW 2 (k] Al

*The management apresment betaeen the Company and Mewrest Gronp Holding 5 L. ("Newrest™), one
of the uliimate sharcholders, has been terminated dunng December 2003 and the Company 15 curmently
negotatmg a new agreement with Mewrest. As of December 31, 2003, the balance of management foss
duz to Mewrest of SE 3320 M) net of withholding tax of SE 430,000 15 mcluded in accounts pavable
(2002 SELO 200 000 net of withholdmg tax of SE LS00 was included in acerued expenses and other
habihities).

Due from related partizs as of December 31 are compnised of the followmg:

2in3 2ipl 2
Saudi Arabian Airlings Comporation - trade accounts {~Sandia™)
(et of allowance for doubiful debts of SR 11,393,077 in
20013 and SR 9,134,054 in 2401 2) JZR, TALGM 245 092 434
Sandi Grownd Services Company 15408492 LR
Sandi Airlines Cargo Company 11,287,662 2384926

355,445,844 256,147 141

The Company’s revenve and receivables are concenirpled with Saudia which is a sharcholder and
Governmental Parly,
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13,

The details of these tranzactions and balances are as follows;

i3 2012
Revenue from Soudia 1,285,049, 1177, 176,000
Percentoge of revenue from Saudia 6 T
Saudia’s receivable J28, 749,690 245,002 434
Percentape of Sandia’s recervables to the total receivables bl T
FAKAT AND INCOME TAX
The zakat basc is comprised of the following

2Nl 3 2k 2
Mon-current assets IR 19655 S0.046.477
Mon-current habalibes 112407 044 105 435, 1940
Shareholders” wquity 1AM 1,698, 61 SR1N02. 477
Met income 569,351,912 487.03],223

Some of these amounts have been adjusted in arriving at the zakat charge for the vear.

The movement i zakat provision is as follows:

2013 2012
January 1 32462 965 24,514,064
Pavments during, e vear (32 309 505 ) {24 B08. 674
Over provision for (he previous vears (448,067 -
Provisson For the vear J6,193,107 32, TA7.5T0
December 3] 35,898, 50M) 32462963
The movement in moome tax provision 15 as follows:

23 2002
January 1 2519627 37149181
Paymcnis during the voar {106 1T ) {13,797 83 )
Chver provision for the provious ycars (TR, 10 -
Provision for the year 11,255,425 12,5%7 534
December 31 2,374,942 2519627

The Company has finalized itz zakat and income tax position for the vear 2INE,

The Company has submitted ils eakal and income (o declaralions For the vears 2009, 2000, 2011 and
2002 The Company has paid the amounts dee according to the declarations which are currently under
review by the DEIT,

STATUTORY RESERVE

In accordance with the Regulations for Companies in Saudi Arabia, the Company has established a
siatutory reserve by the appropriation of 10%% of net income until the reserve equals 50% of the share
capital. This reserve is not available for dividend diswribution.

SAUDI AIRLINES CATERING COMPANY
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14.

DIVIDENDS

O September 24, 2003, the Board of Directors resolved to disiribute imterim dividends amounting to SR
1025 million, which is equivalent o SR 125 per share, from the Company”s interim profit,

O Julv 17, 2013, the Board of Directors resolved to distribute interim dividends amounting to SR 1025
million, which is equivalent to SR 1 25 per share, from the Company”s interim profit

O April 8, 20132, the Board of Directors resolved to distribute interim dividends amounting to SR 1025
muillion, which is equivalent to SR 1.23 per share, from the Company’s interim profit,

In their ordinary general meeting assembly on Apnl ¥, 2013, the shareholders approved the distribution
of dividends of 3R 118.7 million which is equivalent to SR 1.45 par share from the Company’s retained
garmings a8 of Decamber 31, 20012 which was paid during the vear ended December 31, 2013, The
sharcholders alao approved the pavment of interim dividends resolved by Board of Directors on August
2, 2N 2 amounting to SR 164 million which was equivalent to SR 2 per share and which was paid in
amz

(i Ociober 13, 2012, the Board of Directors resolved to distribute interim dividands amounting to SR 32
million, which is equivalent to SR 1 per share, from the Company s intarim profit

In thcir anmual gencral mecting on March 7, 2002, the sharcholders approved al the mecting, the
additional distribution of SE 115 million [rom the Company ‘s relained camings as ol December 31, 20101

wiich was paid duning the year ended December 31, 2012,

GENERAL AND ADMINISTRATIVE EXPENSES

23 2012
Salanes and other benelils 73,729,975 G992 B92
Deprecialion 1653006 2332304
Allewance for doubilul debis (5,290,137 (3487883
Professional and wechnical ees B.939,767 .
Fents 12,426,209 L 300 203
Marketing and promotional expenses 12,114,584 J410.143
Utilities 707,439 R E T
Stationery and prinling 485,617 613,293
Fepair and mainienance 173,500 49 340
Travel expenses 3,768,944 2.T08. 474
Managemeni [ees 120U, 12 00 00
Board of directors” [ees and expenses 1,983, (M) 2040 1000
Service agreement 7,905,588 6,234 902
Insurance 2,271,774 21736235
Oihers 5. 770,892 10 482 533
146,104,228 121,217,226
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5.

16,

17.

OPERATING LEASE ARRANGEMENTS

2iNl3

2002

Pavments under operating leases recormzed as
an expense durmy the vear

66,851,929 55,146,055

Operating lease paviments represent rentals pavable by the Company for the premises of the business
units, offices and residential properties which are mamby leased from Saudia and the General Anthonty of
Civil Aviation and are renewable on an annual basis.

During 200140, the Company leased a central kifchen m Rivadh from the General Authonty of Civil
Avipion for a penod of 10 vears which started from Januwary 1. 2000 for an snnwal amount of

SR 17407657,

At the expiry of 1ts term, the lease 1s renewable upon agreement between the Company and the lessor. As
per the lease sgreement the lessor is entitled to 8% of the lessee’s annual saks that exceeds SE
250, 008k (M0 o be pand 1n the first month of the followimg vear,

The Company re-allocaies certain leasmg charges to Saudia Airlines Real Estate Development Company

for an anmual amount of SE 3 840000 (201 2: to Saud: Ground Services Company-SE 4,333,232

EARNINGS PER SHARE

23 2ipl 2
EPS from met operafions
Mot moomc 69351012 487051225
Weighted averaze number of shares K200 E b &2 DM CHI0
Eamings per share (A2 504
EPN from continuing operations
(perating income SAS RN 506, TR201 2
Wenghied average number of shares B2, W LU REHY
Earmings per share 65 0,18
EPN from non-operating operatinns
Mon-operaling ncomeloss) 543 (197307877
Wenghied average number of shares B 20, W0 LU R
Earming=loss) per share 029 (247
OTHER OPERATING REVENUES

i 2012
Camp Facilities sales (staff feeding & accomammodation ) 139,167 350,000k
Exclusivity purchase income & services 1o suppliers 21,764,641 20,920 538
Transfer of airling equipment charges 24994476 22,7657

A6, 898, 284 43 334 215

SAUDI AIRLINES CATERING COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATMENTS

YEAR ENDED DECEMBER 31, 2013
( Expressed in Saudi Riyals )

18. OTHER OPFPERATING COSTS

Commumecotions and utilitics
Supphes and expandable 1icms
Service agreement

Crther operational costs

19, COMMITMENTS AND CONTINGENCIES

N3 2012
12,519,336 11,855,177
289200034 26132006
35,517.321 53,251 609
25851850 24231 119

122808541 115460921

As of December 31, the Company had the following commitments and conbingencies:

Commilments [or lulure capilal commilmenis

e SEGMENTAL INFORMATION

203

20]2

SL024.0M4

34,868,122

Scpment information 15 related to the actvibies of the Compamy as a basis for the preparation of 1ts own

financial information.

The assets. hiabilitics and the resulis of operations of the sepments include tems related directly fo a
cerfoin segment and items which could be allocated to the scgmenis on o consistent basis. The
Compamy’s activifies consist of the following business sepments:

1. Catering ncluding business lounges. non-airlines and others

2 Sky sales

The Company s assets. lobilifies and results of operafions as of and for the vear ended December 3 1.
2013 and 202 by busmess sepments are detmbed below:

2N 3

Assels
Liabilities
Revenues
Mel imconme

2002
Assels
Liabalitses
Revenues
Mot moome

21. OTHEE REVENUES AND EXPENSES, NET

Calering Sky sales Tutal
1.620,345,353 68,516,300 1,688 862,153
476,775,211 53457920 530,233,141
1,678,530, T 188967 459 1,567 498,165
9,250,869 640,100,043 569,351,912
1. 480,783,279 TI9%9. 184 1,356,772 463
449 T0e 223 43304633 4935 073 860
1310 506,631 176 886 061 1,687 392 692
431 316802 35,734,423 487,051,225

Durning the vear ended December 31, 2013, the Company reversed SE 12 mullion of acorued secunty
charges following successful negobiation with the suppher {2012: carmmvng value of SR 228 million

relatimg to a bmlding wntten-off ).
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1. RISK MANAGEMENT
aj  Liguidity risk

Ligquidity misk 15 Lhe risk that the Company will be unablc io mcct ils ncl lunding requircments, This
risk 15 managcd by the Company by monilonng the maturily prolile of s Nnancial asscis and
hahilitics o cnsure thal adcqualc liquidiy 13 mamiamod or made available, as ncocssary Lo the
Company

The Company™s financial liahilities primarnily consist of accounis pavable and other liabilities, The
mapority of the financial liabilities are expected o be settled within 12 months from the balance sheet
date and the Coampany expects to have adequate liguid funds fo do so

by Credit risk

Crcdit msk g the nisk that ong parly o a linancial msinemcnt will Tail w discharge an obhization and
causg the olhcr pany o incur a lnancial oss. The Company s pringipal linancial asscls arc cash,
accounis reccivable and duc Trom relalcd panics,

Credit risk arises from the possibility of asset impainment occnming because connter parties cannot
meet their oblizgations in fransactions involving financial instruments, Conceniration of credit risk
indicales (he relative sensiivily of the Companyv's performance 0 developmenls allecting a
parlicular sexmenl of customers, The Company s credil rizk 1= primarihe attcbuolable o s accounis
receivables. The Company hags esiabhshed procedures (o manage credil exposure by mcloding credil
approvals and credit limats and guarantess, where necessary. These procedures are mamby due to the
Company’s mternal gudelmes. An allowance for potental doubtfnl recervables 15 muntamed at o
level which, in the judpment of manapement. 15 adequate to provide for losses on delinguent
receivables. Amounis due from related parties are poncipally dee from Saondia, o maporit
sharcholder and conscquently management belicves that s cxposure to credit nsk 13 hmted on this
amount.

The amounis presented in the balance sheet are net of allowance for doubitful receivables, estimated
by the Company’'s management based on prior experience and their assessment of the curment
EOOBOMIC enyiromment

23, FAIR VALUES

Except fior itz held to mamrity investments, the fair value of the Company™s financial assets and liabilities
approximate their carrving amounis

. COMPARATIVE FIGURES

Certain fizures for 20012 have been reclassified to conform with the presentation in the corment vear,
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