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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AT 30 SEPTEMBER 2024

1 CORPORATE INFORMATION

Branch Location
Red Sea International Company Jubail
Red Sea International Company Jubail
Red Sea International Company Jubail
Red Sea International Company Jeddah
Red Sea Housing Services Company Jeddah

30 September
2024

31 December
2023

(Unaudited) (Audited)

Subsidiaries
The Fundamental Installation for Electric Work Company
  Limited (“First Fix”) (refer note 1.1)
Red Sea Housing Services (Ghana) Limited ("RSG") Ghana 100% 100%
SARL Red Sea Housing Services Algeria Limited ("RSA") Algeria 98% 98%
Red Sea Housing Services Company Dubai FZE  ("RSD") UAE 100% 100%
Red Sea Building Materials and Equipments Trading
  Company ("RSBM")
Premier Paints Company ("PPC") (refer note 16) Saudi Arabia 81% 81%
Red Sea Housing Services (Mozambique), LDA ("RSM") Mozambique 100% 100%
Red Sea Housing Services LLC ("RSO") Oman 100% 100%
Red Sea Modular Rentals LLC ("RSMR") UAE 100% 100%
Red Sea Construction LLC ("RSC") UAE 100% 100%

Associate
Red Sea Housing Malaysia Sdn. Bhd. ("RSHM") Malaysia 49% 49%
Joint Operations

Algeria 49% 49%

Red Sea International Company (the "Company") ("Parent Company") and its subsidiaries (collectively the "Group") consist
of the Company, a Saudi joint stock company, and its Saudi Arabian and foreign subsidiaries and branches. The Company
was registered in Jeddah, Kingdom of Saudi Arabia under commercial registration number 4030286984 pursuant to
Ministerial Resolution No. 2532 dated 2 Ramadan 1427H (September 25, 2006). During 2021, the Company has changed its
registered address to Riyadh, Kingdom of Saudi Arabia and converted a branch commercial registration number
1010566349 into Company's main commercial registration. The registered address of the Company is P.O. Box 13316, Al
Thumamah Road, Ar-Rabie District, Riyadh, Kingdom of Saudi Arabia. The Company have the following branches in the
Kingdom of Saudi Arabia:

The Group is controlled by Al Dabbagh Group Holding Company Limited, (including through its subsidiaries), which owns
70% (effective holding) of the Company’s shares. Following is the list of principal operating subsidiaries included in the
Group:

Country of
incorporation  Effective ownership percentage

Red Sea Hanchi ("RSHC")

Saudi Arabia 100%

Commercial
registration
2055003672
2055006105
2055006105
4030286984
4030263716

100%

Saudi Arabia 51% 51%
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

1 CORPORATE INFORMATION (continued)

1.1

2 BASIS OF PREPARATION

2.1 Going concern basis of accounting

In addition to the above, the Group owns other subsidiaries, registered in Kuwait, Libya, Nigeria, Saudi Arabia and also has
licenses to operate branches in Papua New Guinea and Abu Dhabi which are consolidated in these consolidated financial
statements. These other subsidiaries and branches are either in early stages of operations or have not commenced any
commercial operations at the reporting date.
The principal activities of the Group are to purchase land and real estate for the purpose of developing them and to build
residential and commercial buildings thereon, and to ultimately sell or lease them. Construction, general construction,
electrical works, power generation, lighting, telecommunications, electronic, fiber optic, information technology,
maintenance and repair of electrical installations, and telephone networks. The Group's activities also includes
manufacturing non-concrete residential units, general contracting, maintenance, construction of utilities and civil work,
supply of food, provision of food services and trade of food products. In addition, the Group is also involved in
manufacturing and sale of paints and providing related services.

AT 30 SEPTEMBER 2024
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

These interim condensed consolidated financial statements have been prepared in compliance with IAS 34 “Interim Financial
Reporting” (“IAS 34”), that is endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements that are
endorsed by the Saudi Organization for Chartered and Professional Accountants (“SOCPA”).
The interim condensed consolidated financial statements do not include all the information and disclosures required in the
annual consolidated financial statements. Accordingly, these interim condensed consolidated financial statements are to be
read in conjunction with the annual consolidated financial statements for the year ended 31 December 2023. An interim
period is considered as integral part of the whole fiscal year, however, the results of operations for the interim periods may
not be a fair indication of the results of the full year operations.

These interim condensed consolidated financial statements are prepared using historical cost convention.

These interim condensed consolidated financial statements are presented in Saudi Riyals (“SR”). All values are rounded to
the nearest thousands (“SR ‘000”), except when otherwise indicated.

As of 30 September 2024, the accumulated losses of the Company amounted to SR 264.9 million (31 December 2023: SR
219.3 million) which represent 87.6% (31 December 2023: 72.5%) of share capital of the Company. Further, at 30
September 2024, the Group’s current liabilities exceeded its current assets by SR 439.8 million (31 December 2023: SR
430.3 million) including the assets and liabilities of the assets held for sale disclosed in note 16 and consequently the
Company was not in compliance with loan covenants. These events or conditions, along with other matters, indicate that a
material uncertainty exists, that may cast significant doubt on the parent Company’s ability to continue as a going concern.

The interim condensed consolidated financial statements of the Group for the three-month and nine-month periods ended 30
September 2024 were authorised for issuance in accordance with the Board of Directors resolution dated 10 November 2024
(corresponding to 8 Jumada Al-Ula 1446H).

On 9 June 2023, corresponding to 20 Thul-Qi’dah 1444H, the Company entered into an agreement for purchase of
51% shares in First Fix, a limited liability company registered in Jeddah, Kingdom of Saudi Arabia. Completion of
the acquisition was subject to related regulatory and corporate approval as well as meeting certain conditions under
the agreement signed with partners of the First Fix. The Company obtained the related regulatory approval and met
the conditions with respect of the acquisition of First Fix. Accordingly, effective 1 October 2023, the First Fix was
recognized as a subsidiary of the Company. Total purchase consideration for the acquisition of First Fix amounted to
SR 644.8 million of which SR 250 million is payable in cash and the rest amounting to SR 394.8 million is payable
either in cash or in-kind by way of newly issued shares of the parent Company (refer note 2.1).

____________________________________________________________________________________________________
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

2 BASIS OF PREPARATION (continued)
2.1 Going concern basis of accounting (continued)

3 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS
The preparation of the Group’s interim condensed consolidated financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the
accompanying disclosures, and the disclosure of contingent liabilities. Estimates and judgements are continually evaluated
and are based on historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. The Group makes estimates and judgements concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results.

During the period, the Parent Company received a waiver from a commercial bank with respect of the breach of covenants.
The facility agreement with other commercial bank with the financing facility of SR 76 million was renewed in May 2023,
irrespective of the breach of the covenant (note 13). Further, Al-Dabbagh Group, which owns 70% of the Parent Company’s
share capital, has provided short-term loans to the Parent Company amounting to SR 81.2 million (31 December 2023: same)
in order to meet its liabilities as they fall due. Even though, such loans are repayable within twelve months of the reporting
date, the Parent Company has the option of roll over the due balance at the maturity with the consent from the shareholder.

Effective 1 October 2023, the Parent Company has completed the acquisition of 51% holding in The Fundamental
Installation for Electric Work Company Limited (“First Fix”) for a total purchase consideration of SR 644.8 million, of
which SR 250 million was settled in cash, financed through new facility agreement obtained from a local commercial bank
(refer note 13), the rest is payable either in cash or in-kind by way of newly issued shares of the Parent Company.

On 17 March 2024, corresponding to 7 Ramadhan 1445H, the Board of Directors has proposed an increase in capital by
converting shareholder's loan amounting to SR 81.2 million and settlement of purchase consideration of a subsidiary through
issuance of shares amounting to SR 394.8 million. In April 2024, the Parent Company has submitted the request for capital
increase with the related regulator and the Parent Company is in the process of completing the legal formalities and other
regulatory requirements.

Based on the Group’s financial projections and steps taken above, the Group's management has assessed Group ability to
continue as a going concern and is satisfied that the Group's operations shall continue for a foreseeable future under the
normal course of business. Accordingly, these interim condensed consolidated financial statements have been prepared on
the going concern basis.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AT 30 SEPTEMBER 2024

The Company’s ability to continue its operations is dependent on a proposed equity restructuring, continued availability of
financing facilities and increase in volume of its revenue and margin through upcoming contracts. The Parent Company’s
management has made an assessment of it’s ability to continue as a going concern with the consideration of current project
backlog, future bids pipeline and related equity restructuring and is confident of its’ ability to continue the business for
foreseeable future.

____________________________________________________________________________________________________
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

4 MATERIAL ACCOUNTING POLICY INFORMATION

4.1 New standards, interpretations, and amendments

i.
ii.

iii.
iv.

i.

ii.

4.3 Accounting standards amendments issued but not yet effective

i.
ii.

iii.

IFRS S1 General requirements for disclosure of sustainability-related financial information - This standard includes
the core framework for the disclosure of material information about sustainability-related risks and opportunities
across an entity’s value chain.

IFRS S2 Climate-related disclosures - This is the first thematic standard issued that set out requirements for entities
to disclose information about climate related risks and opportunities.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AT 30 SEPTEMBER 2024

Amendments to IAS 1: Classification of Liabilities as Current or Non-current

Lack of exchangeability – Amendments to IAS 21, effective for annual periods beginning on or after 1 January 2025.

The material accounting policies applied in the preparation of the interim condensed consolidated financial statements are
consistent with those followed in the preparation of the Group’s annual consolidated financial statements for the year ended
31 December 2023, except for the adoption of new amendments effective as of 1 January 2024, as disclosed below.

Following standard, interpretation or amendment are effective as of 1 January 2024 and are adopted by the Group whenever
applicable, however, these does not have any impact on the interim condensed consolidated financial statements for the
period. The Group has not early adopted any standard, interpretation or amendment that has been issued but is not yet
effective.

Supplier Finance Arrangements - Amendments to IAS 7 and IFRS 7
Amendments to IFRS 16: Lease Liability in a Sale and Leaseback

Non-current liabilities with covenants - Amendments to IAS 1

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Group’s interim
condensed consolidated financial statements are disclosed below. The group intends to adopt these standards, if applicable,
when they become effective and are not expected to have a significant impact on the Group’s interim condensed
consolidated financial statements.

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to IFRS 10 and
IAS 28), effective date yet to be determined.
IFRS 18 – Presentation and Disclosure in Financial Statement, effective for annual periods beginning on or after 1
January 2027

Following are the new IFRS sustainability disclosure standards effective for the annual periods beginning on or after 1
January 2024 subject to endorsement of the standards by SOCPA:

____________________________________________________________________________________________________
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

AT 30 SEPTEMBER 2024

5 REVENUES

2024 2023 2024 2023
SR'000 SR'000 SR'000 SR'000

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Revenue from contracts with customers:
Revenue from construction and general work contracts 646,336 - 1,846,707 -
Revenue from sale of buildings 37,335 83,352 170,646 229,152

683,671 83,352 2,017,353 229,152
Other revenue:
 Rental revenue from investment properties 22,049 38,252 99,319 114,581

705,720 121,604 2,116,672 343,733
Timing of revenue recognition

Over time 668,385 38,252 1,946,026 114,581
At a point in time 37,335 83,352 170,646 229,152

705,720 121,604 2,116,672 343,733
Geographical markets

Kingdom of Saudi Arabia 693,746 115,819 2,101,627 297,748
Out of the Kingdom of Saudi Arabia 11,974 5,785 15,045 45,985

705,720 121,604 2,116,672 343,733
Customer wise revenue recognition

Third parties 264,288 121,604 888,730 343,733
Related parties 441,432 - 1,227,942 -

705,720 121,604 2,116,672 343,733
5.1

30 September 31 December
2024 2023

SR'000 SR'000
(Unaudited) (Audited)

Trade and retention receivables 700,185 605,810
Contract assets 554,868 363,012
Contract liabilities 349,561 322,274

6 INTANGIBLE ASSETS AND GOODWILL

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

For the nine-month period
ended 30 September

For the three-month period
ended 30 September

Contract balances

Intangible assets include goodwill, customer relationship and order backlocgs related to the acquisition of a subsidiary, The
Fundamental Installation for Electric Work Company “First Fix” during 2023 and assigned with the construction segment.
During the period, the Group in consultation with the external consultant, has completed the purchase price allocation
excercise pertaining to the acquisition of First Fix. Please refer note 17, Business Combination for further details.

The Group performs its impairment test annually and when circumstances indicate that the carrying value may be impaired.
As at 31 December 2023, an impairment assessment of goodwill was conducted to determine whether the carrying values
exceed the recoverable amounts and was concluded that goodwill was not impaired. The recoverable amount of the
construction segment as at 31 December 2023 has been determined based on a value in use calculation using cash flow
projections from financial budgets approved by senior management. The changes in key assumptions and sensitivity analysis
would not result in impairment as disclosed in the audited financial statements of the Company for the year ended 31
December 2023. The Company has assessed and concluded that there are no significant indicators of impairment which may
impact the carrying value of goodwill as of 30 September 2024.

____________________________________________________________________________________________________
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

AT 30 SEPTEMBER 2024
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

6 INTANGIBLE ASSETS AND GOODWILL (continued)

Goodwill
Customer

relationships
Order

backlog
Computer

software Total
SR'000 SR'000 SR'000 SR'000 SR'000

Cost:
At 1 January 2023 6,416 - - 9,706 16,122
Additions / reassessment 403,296 174,800 229,400 215 807,711
Allocated to intangibles (206,141) - - - (206,141)
At 31 December 2023 203,571 174,800 229,400 9,921 617,692

At 30 September 2024 203,571 174,800 229,400 9,921 617,692

Accumulated amortisation and impairment:
At 1 January 2023 6,365 - - 7,389 13,754
Charge for the year - - - 734 734
Reassessment - 6,723 17,646 - 24,369
At 31 December 2023 6,365 6,723 17,646 8,123 38,857
Charge for the period - 20,169 52,939 560 73,668
At 30 September 2024 6,365 26,892 70,585 8,683 112,525

Net carrying value
At 30 September 2024 197,206 147,908 158,815 1,238 505,167

At 31 December 2023 197,206 168,077 211,754 1,798 578,835

7 CASH AND CASH EQUIVALENTS
30 September 31 December

2024 2023
SR'000 SR'000

(Unaudited) (Audited)
Bank balances 212,573 154,605
Cash in hand 1,534 3,030

214,107 157,635
Cash at banks and in hand attributable to discontinued operations (note 16) 426 421

214,533 158,056

2024 2023
SR'000 SR'000

(Unaudited) (Unaudited)

Bank balances 212,573 261,613
Cash in hand 1,534 485
Cash at banks and in hand attributable to discontinued operations (note 16) 426 458

214,533 262,556

For the purpose of the interim condensed consolidated statement of cash flows, cash and cash equivalents comprise the
following at 30 September:

____________________________________________________________________________________________________
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

AT 30 SEPTEMBER 2024
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

8 SHARE CAPITAL

9 ZAKAT AND INCOME TAX

a) Zakat

b)

The zakat assessments of the Company and its wholly owned Saudi subsidiaries as a whole have been agreed with the
Zakat, Tax and Customs Authority ("the ZATCA") up to 2010. The zakat declarations until years 2023 have been filed with
the ZATCA.

The Zakat assessments of the Company and its wholly owned Saudi subsidiaries for the years 2011 to 2013 and for the years
2018 and 2021 to 2023 have not yet been raised by the ZATCA.

Partially owned subsidiaries

The Parent Company maintains sufficient provision in the books to account for any liability arising upon the ultimate
resolution of these issued assessments.

Further, during 2021, PPC received an assessment for the years 2017 and 2018 with additional zakat liability of SR 0.8
million. The management of PPC has recognized the provision against the assessment raised.

During 2018, Premier Paints Company received Zakat, tax and WHT assessments for the years 1999 to 2014 amounting to
SR 2.6 million, which was subsequently reduced to SR 2.59 million and the Company filled an appeal with GSTC on the
revised assessment. During 2021, ZATCA issued amnesty scheme whereby, the ZATCA waived the delay penalties and
fines and the Company settled WHT liability of SR 0.95 million and agreed to settle SR 1.22 million of zakat liability on
installments basis.

Further, during 2021, the ZATCA issued an assessment for the years 2019 and 2020 amounting to SR 11.6 million for the
Company and its wholly owned Saudi subsidiaries. The management of the company submitted an appeal against this
assessment with ZATCA. During 2022, the ZATCA issued a revised assessment for the year 2019 and 2020 amounting to
SR 8 million for the Company and its wholly owned Saudi subsidiaries. The Company has escalated the appeal against the
ZATCA assessments for the above-mentioned period with the General Secretariat of Tax Committees ("GSTC'') and the
case is still under review by the committees.

During 2020, the Zakat, Tax and Customs Authority ("the ZATCA") had issued an assessment for the years 2014 through
2017 amounting to SR 67.1 million for the Company and its wholly owned Saudi subsidiaries. The Company filed an appeal
against the ZATCA assessment for the said period. During 2022, the ZATCA issued a revised assessment for the years 2014
through 2017 amounting to SR 39.2 million for the Company and its wholly owned Saudi subsidiaries. The Company has
escalated the appeal against the ZATCA assessments for the above-mentioned period with the General Secretariat of Tax
Committees ("GSTC'') and the case is still under review by the committees.

The share capital of the Company as at 30 September 2024 amounted to SR 302,344,000 (31 December 2023: SR
302,344,000) consisting of 30,234,400 shares (31 December 2023: 30,234,400 shares) fully paid and issued shares at a
value of SR 10 per share (note 2.1).

____________________________________________________________________________________________________
15



RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

AT 30 SEPTEMBER 2024
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

9 ZAKAT AND INCOME TAX (continued)

b)

c) Income tax

10 LOSS PER SHARE

2024 2023 2024 2023
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

(23,306) (14,960) (45,589) (52,667)

30,234 30,234 30,234 30,234

(0.77) (0.49) (1.51) (1.74)

Adjusted number of outstanding shares
  during the period (share '000)

Basic and diluted loss per share attributable to the
shareholders of the Parent Company (SR)

The assessments for the years 2015 to 2018 of First Fix are finalised with the ZATCA. For 2019, the ZATCA issued the
zakat assessment with the additional liability of SR 0.6 million. The First Fix, files an objection against the assessment of
which rejected by ZATCA. The Company escalated the said objection to committee for Resolution of Zakat, Tax, and
Customs Violations and Disputes (CRTVD). CRTVD’s decision reduced the zakat liability to SR 0.1 million of which
settled by the Company. The First Fix has filed the zakat and tax returns for the years from 2020 to 2023 and no assessment
raised by the ZATCA yet.

Income tax assessments have been agreed with the Ghana Revenue Authority ("the GRA") up to the year ended 31
December 2010. RSG received tax assessment for years from 2011 to 2016 amounting to SR 4.7 million. RSG filed an
appeal against this amount and settled SR 1.5 million in 2018, however the assessment yet to be finalised. RSG is currently
under a tax audit for the 2017-2020 years of assessment and as of 30 September 2024 the assessments have not been
finalized.

Partially owned subsidiaries (continued)

Basic and diluted losses per share is calculated by dividing the loss for the period attributable to the Shareholders of the
Parent Company by the weighted average number of outstanding shares during the period.

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

Based on management`s best estimate, the management believes that the provision recognised as of 30 September 2024 with
respect of the assessments raised is appropriate and no additional provision is required.

Loss for the period attributable to the
  shareholders of the Parent Company (SR '000)

For the nine-month period
ended 30 September

For the three-month period
ended 30 September

____________________________________________________________________________________________________
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

AT 30 SEPTEMBER 2024
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

11 CONTINGENT LIABILITIES

30 September 31 December
2024 2023

SR'000 SR'000
(Unaudited) (Audited)

Letters of guarantee 552,245 450,607
210,000 30,557

12 CAPITAL COMMITMENTS

13 INTEREST BEARING LOANS AND BORROWINGS
30 September 31 December

2024 2023
SR'000 SR'000

(Unaudited) (Audited)
Bai Al Ajel Islamic facility (13.1) 250,000 250,000
Medium term loans (13.2) 45,500 59,750
Short term loans (13.3) 79,409 20,000

374,909 329,750
Less: unamortised transaction cost (1,816) (2,325)
Total borrowings 373,093 327,425
The interest-bearing loans and borrowings are presented in the consolidated statement of financial position as follows:

30 September 31 December
2024 2023

SR'000 SR'000
(Unaudited) (Audited)

Long term borrowings 194,017 222,675
Current portion of long-term borrowings 99,667 84,750
Short term borrowings 79,409 20,000

373,093 327,425

13.1

At the reporting date, the Group had following outstanding bank guarantees and letter of credit issued in the normal course
of business.

During 2023, the Company entered into a facility agreement of SR 330 million with a local commercial bank of
which SR 300 million for the acquisition of a new subsidiary (“First Fix”, refer note 1.1) and SR 30 million for
other treasury products. As of 30 September 2024, the Company has withdrawn SR 250 million of the facility (31
December 2023: same). The loan is repayable in seven variable annual installments with the last installment due in
2030. The loan bear finance costs based on prevailing market rates which is based on Saudi inter-bank offered rates
(SAIBOR) plus fixed margin of 2.5% and due in semi-annual basis. The borrowing is secured by pledge of the
Company’s shares in First Fix, promissory note issued by the Company, assignment of contract proceed and pledge
of shares of a sister company by a related party.

Letters of credit

At the reporting date, the capital expenditure approved by the Board of Directors amounted to SR 8.7 million (31 December
2023: SR 36 million).

____________________________________________________________________________________________________
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

AT 30 SEPTEMBER 2024
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

13 INTEREST BEARING LOANS AND BORROWINGS (continued)

13.2

13.3

Following are the major categories of the borrowings of the Parent Company and its subsidiaries at the reporting date:

Conventional borrowings 44,013 - - 44,013
Non-conventional borrowings 263,171 65,909 - 329,080

At 30 September 2024 307,184 65,909 - 373,093

Conventional borrowings 59,750 - 2,403 62,153
Non-conventional borrowings 267,675 - - 267,675

At 31 December 2023 327,425 - 2,403 329,828

Premier Paints Company’s ("PPC") short-term loan agreement is subject to covenants, whereby the PPC is required to meet
certain key financial ratios. PPC did not maintain the required tangible net worth ratio as defined in the facility agreement.
However, the loan is secured by the corporate guarantees issued by the Parent Company and minority Partner of PPC and
has not been recalled by the banks. The outstanding balance of PPC short-term loan also presented as a current liability as at
the reporting date under liabilities directly associated with the assets held for sale. Further, during the period, the Group has
settled the outstanding loans in full.

SR ' 000
Total

Premier
Paints

CompanyFirst Fix

Red Sea
International

 Company

Short-term borrowings represent bank loans obtained from commercial banks and bear financial charges at
prevailing market rates which are based on Saudi inter-bank offer rates. These borrowings are denominated in Saudi
Riyal. Total unused credit facilities available to the Group at 30 September 2024 were approximately SR 29.8
million (31 December 2023: SR 7.6 million) principally representing short-term loans and re-financing of invoices
and letters of credit. The short-term borrowings are secured by promissory notes and assignment of contract
proceeds. The facility agreements contain covenants requiring maintenance of certain financial ratios and other
matters by the Group. As of 31 December 2023, the Group was not in compliance with the covenant relates to the
facility from a bank which is an event of default as per the borrowing agreement. However, in March 2024, the
Group received waiver from the commercial bank with respect of the requirement of financial ratios.

The Group obtained various short-term facilities from a local commercial bank in the past. In May 2023, the short-
term facilities were rescheduled to a medium-term loan of SR 76 million by the bank, which is repayable in 16 equal
quarterly installments of SR 4.75 million each with the last instalment due in March 2027. The facility is secured by
assignment of contract proceeds and order note signed by the Company. The facility agreement contains covenants
requiring maintenance of certain financial ratios and other matters by the Group. However, the Group is not in
compliance with the covenant relates to the facility which is an event of default as per the borrowing agreements as
of 30 September 2024 (31 December 2023: same). Accordingly, the entire outstanding loan balance amounting to
SR 45.5 million (31 December 2023: SR 59.7 million) has been classified under current liabilities in the interim
condensed consolidated financial statements.
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

AT 30 SEPTEMBER 2024
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

14 RELATED PARTY TRANSACTIONS' AND BALANCES

Nature of transactions
2024 2023

SR'000 SR'000
(Unaudited) (Unaudited)Ultimate Parent Company

Interest free funds received 11,587 13,200

1,216,172 -

11,861 -
Other related parties

11,770 -

646 -

Remuneration and compensation for members of Board of Directors and Executives are as follows:

2024 2023 2024 2023
SR'000 SR'000 SR'000 SR'000

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Short term benefits - - 7,264 6,151
Employees' end-of-service benefits - - 296 287
Board of directors' remuneration 2,078 1,037 - -

2,078 1,037 7,560 6,438

Name of related party

Trade receivables at 30 September 2024 include amount of SR 184.6 million (31 December 2023: SR 148.9 million) due
from affiliate companies in interim condensed consolidated statement of financial position.

Retention receivables include at 30 September 2024 include SR 305.2 million (31 December 2023: SR 248.2 million) due
from affiliate companies in interim condensed consolidated statement of financial position.

Al Dabbagh Group Holding Company Limited

For the nine-month period
ended 30 September

Contract assets at 30 September 2024 includes an amount of SR 321.8 million (31 December 2023: SR 153.5 million) due
from affiliate companies. Amounts due to related parties as at 30 September 2024 amounting to SR 239.8 million (31
December 2023: SR 134.8 million) have been included in contract liabilities in interim condensed consolidated statement of
financial position.

Revenue from construction and
general work contracts
Expenses paid by the fellow
subsidiary on behalf of the Group

Modern Building Leaders Company Limited

Revenue from construction and
general work contracts

  Members of
Board of Directors

  Key
Management

 For the nine-month period ended 30 September

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

Expenses paid on behalf of
board of directors

Prepayments and other receivables at 30 September 2024 includes amount of SR 9.8 million (31 December 2023: SR 4.4
million) due from affiliate companies. Amounts due to related parties as at 30 September 2024 amounting to SR 18.8
million (31 December 2023: SR 7.1 million) have been included in the trade payable in interim condensed consolidated
statement of financial position.

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

Related parties represent major shareholders, directors and key management personnel of the Group, and entities controlled
or significantly influenced by such parties. The ultimate Parent Company of the Group is Al Dabbagh Group Holding
Company Limited registered in Jeddah, Kingdom of Saudi Arabia.
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15 SEGMENTAL INFORMATION

•

•

• Rentals from investment properties; and

•

Business segments

General
construction

Non-
concrete

residential
and

commercial
 buildings

Rentals
from

investment
properties

Total
segments

Non-
concrete

residential
and

commercial
buildings

Rentals from
investment
properties Total segments

Revenue:
Revenue from external customers 646,336 37,335 22,049 705,720 83,352 38,252 121,604

Timing of revenue recognition:
At a point in time - 37,335 - 37,335 15,461 - 15,461
Over time 646,336 - 22,049 668,385 67,891 38,252 106,143

646,336 37,335 22,049 705,720 83,352 38,252 121,604

Segment profit (loss) 36,606 (28,733) 3,954 11,827 (20,195) 10,425 (9,770)

Unallocated expenses:
Corporate and others 551 (1,001)
Finance costs on Bai Al Ajel Islamic facility (note 13.1) (5,385) -

Profit (loss) before zakat and tax from continuing operations 6,993 (10,771)

Income tax (719) -
Zakat (6,303) (1,500)

Profit (loss) after zakat and tax from continuing operations (29) (12,271)

Loss after zakat and tax for the period from discontinued operations (2,917) (3,334)

Profit (loss) for the year (2,946) (15,605)

RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

The following tables present revenue and profit (loss) information for the Group’s operating segments for the three-month and nine-
month periods ended 30 September 2024 and 2023, respectively:

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(A SAUDI JOINT STOCK COMPANY)

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

General construction include construction, general construction, electrical works, telecommunications and other related contracts;

Paints and related services represent manufacturing and sale of paints and related services (refer note 16)

The Board of directors monitors the operating results of its business units separately for the purpose of making decisions about resource
allocation and performance assessment. Segment performance is evaluated based on income and is measured consistently in the interim
condensed consolidated financial statements.

Non-concrete residential and commercial buildings relate to manufacturing and sale of non-concrete residential and commercial
buildings;

Unaudited (SR'000)

For the three-month period ended
30 September 2023

Unaudited  (SR'000)

For the three-month period ended
30 September 2024
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(A SAUDI JOINT STOCK COMPANY)

15 SEGMENTAL INFORMATION (continued)

General
construction

Non-
concrete

residential
and

commercial
 buildings

Rentals
from

investment
properties

Total
segments

Non-
concrete

residential
and

commercial
buildings

Rentals from
investment
properties Total segments

Revenue:
Revenue from external customers 1,846,707 170,646 99,319 2,116,672 229,400 114,581 343,981

Timing of revenue recognition:
At a point in time - 170,646 - 170,646 77,533 - 77,533
Over time 1,846,707 - 99,319 1,946,026 151,867 114,581 266,448

1,846,707 170,646 99,319 2,116,672 229,400 114,581 343,981

Segment profit (loss) 108,980 (86,322) 24,756 47,414 (69,588) 34,173 (35,415)

Unallocated expenses:
Corporate and others (3,186) (4,038)
Finance costs on Bai Al Ajel Islamic facility (note 13.1) (16,369) -
Profit (loss) before zakat and tax from continuing operations 27,859 (39,453)
Income tax (1,908) -
Zakat (19,722) (4,500)
Profit (loss) after zakat and tax from continuing operations 6,229 (43,953)
Loss after zakat and tax for the period from discontinued operations (8,417) (10,796)

Profit (loss) for the year (2,188) (54,749)

General construction

Non-
concrete

residential
and

commercial
buildings

Rentals
from

investment
properties

Total
segments

General
construction

Non-
concrete

residential
and

commercial
buildings

Rentals from
investment
properties Total segments

Total assets 1,849,182 662,206 325,988 2,837,376 1,606,054 710,956 332,108 2,649,118
Total liabilities 1,029,662 1,120,818 166,357 2,316,837 878,670 1,075,171 176,310 2,130,151

The following table presents assets and liabilities information for the Group’s operating segments as at 30 September 2024 and 31
December 2023, respectively:

At 31 December 2023At 30 September 2024

Unaudited (SR '000) Audited (SR '000)

For the nine-month period ended
30 September 2024

For the nine-month period ended
30 September 2023

Unaudited  (SR'000) Unaudited (SR'000)

During the nine-month period ended 30 September 2024, approximately 96% of the total revenues from general construction segment
were derived from 5 customers. During the nine-month period ended 30 September 2024, approximately 98% of the total revenues from
non-concrete residential and commercial buildings segment were derived from 5 customers (30 September 2023: approximately 89.7%
from 6 customers). During the nine-month period ended 30 September 2024, approximately 85.8% of the total revenues from rental
segment were derived from 5 customers (30 September 2023: approximately 95.9% from 6 customers).
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(A SAUDI JOINT STOCK COMPANY)

15 SEGMENTAL INFORMATION (continued)

Saudi
Arabia UAE Others Total

Total segment revenue 691,774 13,850 96 705,720
Intersegment revenue elimination 1,972 (1,972) - -

Revenue from external customers 693,746 11,878 96 705,720

Segmental profit (loss) for the period 8,862 (8,455) (436) (29)

Saudi
Arabia UAE Others Total

Total segment revenue        41,547        79,674                  383 121,604
Intersegment revenue elimination        74,272      (74,272)                    - -
Revenue from external customers 115,819 5,402 383 121,604

Segmental (loss) profit for the period (23,448) 13,443 (2,266) (12,271)

Saudi
Arabia UAE Others Total

Total segment revenue 2,039,707 76,635 330 2,116,672
Intersegment revenue elimination 61,920 (61,920) - -

Revenue from external customers 2,101,627 14,715 330 2,116,672

Segmental profit (loss) for the period 20,187 (12,140) (1,818) 6,229

Saudi
Arabia UAE Others Total

Total segment revenue      158,530      184,204                  999 343,733
Intersegment revenue elimination      139,218    (139,218)                    - -
Revenue from external customers 297,748 44,986 999 343,733

Segmental (loss) profit for the period (57,177) 20,326 (7,102) (43,953)

For the three-month period ended 30 September 2024

Unaudited  (SR '000)

For the three-month period ended 30 September 2023

Unaudited  (SR '000)

For the nine-month period ended 30 September 2024

For the nine-month period ended 30 September 2023

Unaudited  (SR '000)

The Group's operations are conducted in Saudi Arabia, UAE and certain other locations. The following tables present revenue and (loss)
profit information for the Group’s geographical segments for the three-month period ended 30 September 2024 and 2023.

Unaudited  (SR '000)
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(A SAUDI JOINT STOCK COMPANY)

15 SEGMENTAL INFORMATION (continued)

Saudi
Arabia UAE Others Total

  2,757,153        71,597             14,893      2,843,643
  2,210,327      122,583             11,356      2,344,266

Saudi
Arabia UAE Others Total

  2,555,696        84,126             15,806      2,655,628
  2,007,750      134,974             11,339      2,154,063

16

2024 2023
SR'000 SR'000

(Unaudited) (Unaudited)

Revenues 1,304 3,483
Cost of revenues (2,135) (7,289)
General and administration (1,912) (2,224)
Selling and distribution expenses (821) (1,168)
Operating loss (3,564) (7,198)
Finance costs (4,638) (3,607)
Other income 3 10
Loss before zakat and income tax (8,199) (10,795)
Zakat and income tax (218) (1)
Loss after zakat and income tax (8,417) (10,796)

Total comprehensive loss from discontinued operation (8,417) (10,796)

Total liabilities
Total assets

Total assets
Total liabilities

For the nine-month period
ended 30 September

DISCONTINUED OPERATIONS
During 2023, the Board of Directors of the Company formally discussed the plan to exit the paints and related service business segment
of the Group (Premier Paints Company ("PPC")). Accordingly, the management evaluated letter of intents received from buyers and a
potential buyer in this respect was identified and the negotiations at 31 December 2023 were at advance stage. PPC is available for
immediate sale and can be sold to the buyer in its current condition and the actions to complete the sale were initiated and expected to be
completed within one year from the date of initial classification. Accordingly, PPC was classified as a disposal group held for sale and as
a discontinued operation as of 31 December 2023. With PPC being classified as discontinued operations, the paints and related services
segment is no longer presented in the segment note. As of reporting date, the Company's plan is still active and the formal process for
sale is in process. The results of PPC for the period ended 30 September 2024 and 30 September 2023 respectively are presented below:

The following table presents assets and liabilities information for the Group’s geographical segments as at 30 September 2024 and 31
December 2023, respectively:

Unaudited (SR '000)

At 30 September 2024

At 31 December 2023

Audited (SR '000)
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(A SAUDI JOINT STOCK COMPANY)

16 DISCONTINUED OPERATIONS (continued)
The assets and liabilities of PPC classified as held for sale are, as follows:

30 September 31 December
2024 2023

SR '000 SR '000Assets
Property, plant and equipment 844 1,538
Right-of-use assets 653 691
Inventories 1,897 1,395
Trade receivables 2,416 2,382
Prepayments and other receivables 31 83
Cash and cash equivalents 426 421

6,267 6,510

Liabilities
Employees' defined benefit liabilities 1,297 1,655
Trade payables 14,118 14,482
Accruals and other current liabilities 10,236 3,764
Short-term interest bearing loans and borrowings - 2,403
Lease liabilities 721 769
Zakat and income tax payable 1,057 839

27,429 23,912

Net liabilities directly associated with disposal group 21,162 17,402

2024 2023
SR'000 SR'000

(Unaudited) (Unaudited)
Loss per share from discontinued operations:

Basic and diluted, loss per share attributable
to the equity holders of the Parent Company (0.28) (0.36)

17 BUSINESS COMBINATION

- Net uplift of other intangible assets with define useful life by SR 404.2 million;
- Decrease of goodwill by SR 206.1 million: and
- Increase of minority interest by SR 198.1 million.

The acquisition has been accounted for using the acquisition method under IFRS 3 – Business Combinations (the “Standard”) with the
Group being the acquirer and First Fix being the acquiree. At the time of initial recognition, the Group has accounted for the acquisition
based on the provisional fair values of the acquired assets and liabilities. During the period, the Group consulted with an external
consultant and completed the purchase price allocation (“PPA”) to net assets acquired within measurement period of one year after the
date of acquisition in which the Group identified and measured the identifiable assets and liabilities assumed as of the acquisition date in
accordance with the requirements of IFRS 3, Business Combination. Following adjustments to book value of net assets have been
recorded by the Group at the date of acquisition:

For the nine-month period
ended 30 September

Interest-bearing loan comprises a fixed rate bank loan of SR 2.4 million and settled during the period.

Assets held for sale

Liabilities directly associated with assets held for sale

The Company entered into a share purchase agreement on 9 June 2023, corresponding to 20 Thul-Qi’dah 1444H, for acquisition of 51%
shares in The Fundamental Installation for Electric Work Company Limited (“First Fix”), a limited liability company registered in
Jeddah, Kingdom of Saudi Arabia. The acquisition was subject to related regulatory and corporate approval as well as meeting certain
conditions under the agreement signed with partners of the First Fix. The Company obtained the related regulatory approval and met the
conditions with respect of the acquisition of First Fix. Accordingly, effective 1 October 2023, the First Fix was recognized as a
subsidiary of the Company. Total purchase consideration for the acquisition of First Fix amounted to SR 644.8 million of which SR 250
million is payable in cash and the rest amounting to SR 394.8 million is payable either in cash or in-kind by way of newly issued shares
of the parent Company.
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
(A SAUDI JOINT STOCK COMPANY)

17 BUSINESS COMBINATION (continued)

The break-up of net assets of subsidiary acquired as at 1 October 2023 is presented below:

SR '000
Assets

Property and equipment 36,141
Intangible assets 404,200
Right-of-use asset 15,235
Retention receivables 285,093
Deferred tax assets 1,185
Contract assets 161,774
Prepayments and other receivables 505,974
Trade receivables 140,904
Due from related parties 4,132
Cash and cash equivalents 120,862

1,675,500

Liabilities
Employee benefit obligations (34,351)
Lease liabilities, non-current (5,806)
Trade payables (262,875)
Accruals and other liabilities (398,716)
Contract liabilities (76,566)
Lease liabilities, current (8,016)
Provision for zakat (9,667)
Income tax payable (1,768)

(797,765)

Net assets 877,735

Valuation approach

Discount rates

Key assumptions used in the fair value computation of the intangible assets as follows:

The “Multi-period Excess Earnings Method”, an income- based valuation approach, to value the “customer relationship” and “order
backlog”.

The determination of a suitable discount rate to be used to estimate an intangible asset’s fair value requires additional consideration as
compared to those used when selecting a discount rate to estimate the business enterprise valuation. The discount rate should reflect the
risks associate with the intangible asset’s individual cash flow assumptions. Accordingly, assigned discount rate is relative to nature of
the respective intangible assets (i.e. based on the certainty of the projected level of future earnings). The Specialist has considered a
discount rate of 16% for the customer relationship and 15% for the order backlog based on assessment of riskiness perceived by the
intangible asset by adding a premium of 2% and 1% to the WACC, respectively.

The acquisition accounting of First Fix was finalized during the period, which resulted in the adjustments to the provisional amounts
recorded in the earlier periods. These adjustments are recognized retrospectively, and comparative information was revised which is in
line with the requirements of IFRS 3 “Business Combinations”. The impact of such adjustments on the numbers reported as at 31
December 2023 as follows:
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17 BUSINESS COMBINATION (continued)

As previously
reported

Effect of
reassessment

After
reassessment

SR'000 SR'000 SR'000
Financial statement impacted as at 31 December 2023

Consolidated statement of financial position
Intangible assets (note 6)

Customer relationship and order backlog - 404,200 404,200

Accumulated amortization on customer relationship and order backlog - (24,369) (24,369)

Goodwill, net of impairment 403,296 (206,141) 197,155

Consolidated statement of changes in equity

Accumulated losses (206,845) (12,428) (219,273)
Non-controlling interest 244,155 186,118 430,273

18 FAIR VALUES OF FINANCIAL INSTRUMENTS

19 SUBSEQUENT EVENTS

The management assessed that the fair values of cash and cash equivalents, trade receivable, contract assets, other current assets, trade
payable, term and short-term loans and other current liabilities approximate their carrying values largely due to the short-term maturities
of these financial instruments.

RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

The management has assessed the fair value of term loans and other non-current liabilities based on level 2 hierarchy, which is not
materially different from their respective carrying values.

In the opinion of management, there have been no further significant subsequent events since the period ended 30 September 2024 that
would have a material impact on the financial position of the Group as reflected in these interim condensed consolidated financial
statements.
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