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INDEPENDENT AUDITOR'S REVIEW REPORT ON THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS TO THE SHAREHOLDERS OF RED SEA INTERNATIONAL COMPANY
(A SAUDI JOINT STOCK COMPANY)

Introduction:

We have reviewed the accompanying interim condensed consolidated statement of financial position
of Red Sea International Company (A Saudi Joint Stock Company) (“the Company"”) and its
subsidiaries (collectively referred to as “the Group"”) as at 31 March 2025, and the related interim
condensed consolidated statements of profit or loss and comprehensive income, changes in equity
and cash flows for the three-month period then ended and explanatory notes. Management is
responsible for the preparation and presentation of these interim condensed consolidated financial
statements in accordance with International Accounting Standard 34, “Interim Financial Reporting”
("1AS 34") as endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a conclusion
on these interim condensed consolidated financial statements based on our review.

Scope of Review:

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity"” as
endorsed in the Kingdom of Saudi Arabia. A review of interim financial statements consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope than an audit conducted
in accordance with International Standards on Auditing that are endorsed in the Kingdom of Saudi
Arabia and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Basis for Qualified Conclusion:

As referred to the note 17 of the interim condensed consolidated financial statements, the Parent
Company entered into a shareholders’' agreement (SHA) on 1 October 2023 to acquire a 51% stake in
a subsidiary. The SHA includes put and call options in relation to the non-controlling interest in the
subsidiary exercisable subject to certain terms and conditions to be met over a period of time. As per
IFRS, the Group is required to account for such options from the date of the acquisition of the
subsidiary based on appropriate valuation. However, these options were not recognized in these
interim condensed consolidated financial statements, which constitute a departure from IFRS as
endorsed in the Kingdom of Saudi Arabia. The effects on the interim condensed consolidated financial
statements of the above has not been determined, as the Company has not performed the valuation
exercise for the above options. As disclosed in note 20, events after reporting date of the interim
condensed consolidated financial statements, the Parent Company and the minority shareholders of
First Fix entered into an agreement on 9 April 2025, that terminated the put and call options.

Qualified Conclusion

Except for the adjustments to the interim condensed consolidated financial statements that we might
have become aware of had it not been for the situation as described above, based on our review,
nothing has come to our attention that causes us to believe that the accompanying interim condensed
consolidated financial statements are not prepared, in all material respects, in accordance with IAS
34 as endorsed in the Kingdom of Saudi Arabia.
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INDEPENDENT AUDITOR'S REVIEW REPORT ON THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS TO THE SHAREHOLDERS OF RED SEA INTERNATIONAL COMPANY
(A SAUDI JOINT STOCK COMPANY) (continued)

Material uncertainty related to going concern

We draw attention to Note 2.1 in the interim condensed consolidated financial statements, which
indicates that, as of 31 March 2025, the accumulated losses of the Company amounted to SR 294.5
million which represent 97.4% of the Company's capital (31 December 2024: SR 283.3 million
representing 93.7% of the capital). Further, at 31 March 2025, the Group's current liabilities exceeded
its current assets by SR 149.2 million (31 December 2024: SR 250.7 million). As stated in Note 2.1,
these events or conditions, along with other matters as set forth in Note 2.1, indicate that a material
uncertainty exists that may cast significant doubt on the Group’s ability to continue as a going
concern. Our conclusion is not further modified in respect of this matter.

for Ernst & Young Professional Services

Cor =
Marwan S. AlAfalig o |
Certified Public Accountant | = =temio™
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Alkhobar: 19 Thul-Qi'dah 1446H
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2025

CONTINUING OPERATIONS
Revenues
Cost of revenues

GROSS PROFIT

EXPENSES

General and administration

Selling and distribution

Allowance for expected credit losses

OPERATING PROFIT

Other income
Finance costs
Finance income

PROFIT (LOSS) BEFORE ZAKAT AND INCOME TAX

Income tax
Zakat

Note

9
9

PROFIT (LOSS) FOR THE PERIOD FROM CONTINUING OPERATIONS

DISCONTINUED OPERATIONS

Loss after zakat and tax for the period from discontinued operations

LOSS FOR THE PERIOD

ATTRIBUTABLE TO:
Equity holders of the Parent Company
Non-controlling interests

LOSS PER SHARE:

Basic and diluted, loss per share attributable
to the equity holders of the Parent Company

Loss per share from continuing operations

Basic and diluted, loss per share attributable
to the equity holders of the Parent Company

-l

DA

-

)

Chairman of the Board

The attached notes 1 to 20 form part of these interim condensed consolidated ﬁnanciarlwstatemcnts.

Chief Finantial Officer

16

10

For the three-month period ended

31 March

2025 2024
SR'000 SR'000
(Unaudited) (Unaudited)
(Restated)

(Note 19)

700,663 659,214
(608,172) (592,064)
92,491 67,150
(61,827) (56,247)
3,217) (2,584)
(8,332) (5,056)
19,115 3,263
118 1,384
(12,050) (6,905)
23 22
1,206 (2,236)
(434) (532)
(6,368) (6,436)
404 (9,204)
(4,929) (2,778)
(4,525) (11,982)
(11,227) (18,926)
6,702 6,944
(4,525) (11,982)
(0.37) (0.63)
0.24) (0.55)

Chief Extcutive Officer
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2025

Loss for the period

Other comprehensive income

Other comprehensive income for the period
TOTAL COMPREHENSIVE LOSS

ATTRIBUTABLE TO:
Equity holders of the Parent Company
Non-controlling interests

%ﬁ

an of the Board ChiekFihancial Officer

Note

For the three-month period ended

31 March
2025 2024
SR'000 SR'000
(Unaudited) (Unaudited)
(Restated)
(Note 19)
(4,525) (11,982)
(4,525) (11,982)
(11,227) (18,926)
6,702 6,944
(4,525) (11,982)
fwr”
A
Chief Fxdeutive Officer

The attached notes 1 to 20 form part of these interim condensed consolidated financial statements.
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 MARCH 2025
31 March 31 December

2025 2024
SR'000 SR'000
Note (Unaudited) (Audited)
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 105,373 103,956
Investment properties 189,374 195,590
Intangible assets and goodwill 6 466,512 491,064
Right-of-use assets 46,327 49,969
Retention receivables 174,190 263,200
Deferred tax asset 1,601 1,460
TOTAL NON-CURRENT ASSETS 983,377 1,105,239
CURRENT ASSETS
Inventories 95,539 60,914
Contract assets and unbilled revenue 704,158 681,857
Trade receivables 709,028 529,489
Advances to suppliers 361,571 391,713
Prepayments and other receivables 62,698 88,051
Cash and cash equivalents 7 49,605 26,190
TOTAL CURRENT ASSETS 1,982,599 1,778,214
Assets held for sale 16 3,874 4,107
TOTAL ASSETS 2,969,850 2,887,560
EQUITY AND LIABILITIES
EQUITY
Share capital 8 302,344 302,344
Accumulated losses (294,521) (283,294)
Foreign currency translation reserve (11,779) (11,779)
EQUITY ATTRIBUTABLE TO THE SHAREHOLDERS OF 3,956 7971
THE PARENT COMPANY (3.956) ’
NON-CONTROLLING INTERESTS 493,900 487,198
TOTAL EQUITY 489,944 494,469
NON-CURRENT LIABILITIES
Interest bearing loans and borrowings 13 194,517 215,767
Employees' defined benefit liabilities 81,680 75,952
Non-current portion of lease liabilities 32,053 28,137
Non- current portion of retention payable 5,441 9,685
Other non-current liabilities 30,591 30,493
TOTAL NON-CURRENT LIABILITIES 344,282 360,034

The attached notes 1 to 20 form part of these interim condensed consolidated financial statements.
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

As at 31 MARCH 2025

31 March 31 December
2025 2024
SR'000 SR'000
Note (Unaudited) (Audited)

CURRENT LIABILITIES
Deferred consideration 394,799 394,799
Trade payables 653,942 558,058
Accruals and other current liabilities 482,387 451,540
Short-term interest bearing loans and borrowings 13 67,266 60,162
Current portion of interest bearing loans and borrowings 13 65,167 48,167
Current portion of lease liabilities 23,444 26,772
Amount due to a shareholder 14 81,225 81,225
Contract liabilities 293,186 346,598
Zakat and income tax payable 9 49,411 42,961
TOTAL CURRENT LIABILITIES 2,110,827 2,010,282
Liabilities directly associated with assets held for sale 16 24,797 22,775
TOTAL LIABILITIES 2,479,906 2,393,091
TOTAL EQUITY AND LIABILITIES 2,969,850 2,887,560

L 4
A D
i
hairman of the Board Chief @jancial Officer Chief F)jcutive Officer

The attached notes 1 to 20 form part of these interim condensed consolidated financial stalements.
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

(A SAUDI JOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2025

Note
OPERATING ACTIVITIES
Profit (loss) before zakat and income tax from continuing operations
Loss before zakat and income tax from discontinued operations 16

Adjustments to reconcile profit (loss) before zakat and income tax to net cash flows:
Depreciation of property, plant and equipment
Depreciation of investment properties
Amortization of intangible assets
Depreciation of right-of-use assets
Provision for employees’ defined benefit liabilities
Finance costs
Finance income
Loss (gain) on disposal of property, plant and equipment and investment properties

Working capital adjustments:
Inventories
Contract assets and unbilled revenue
Trade receivables
Advances to suppliers
Prepayment and other receivables
Trade payables
Accruals and other current liabilities
Other non-current liabilities
Contract liabilities

Cash from (used in) operations
Finance cost paid

Employees' defined benefit liabilities paid
Zakat and income tax paid

Net cash from (used in) operating activities

INVESTING ACTIVITIES

Purchase of property, plant and equipment and investment properties
Finance income received
Proceeds from disposal of property, plant and equipment and investment properties

Net cash used in investing activities

The attached notes 1 to 20 form part of these interim condensed consolidated financial statements.

For the three-month

period ended 31 March
2025 2024
SR'000 SR'000
(Unaudited) (Unaudited)
(Restated)
7,206 (2,236)
(4,700) (2,777)
2,506 (5,013)
6,835 4,922
8,607 10,609
24,552 24,638
6,854 4,579
7,321 5,766
13,872 8,270
23 (22)
1 (992)
70,525 52,757
(34,625) (13,347)
(22,301) (91,595)
(90,474) (53,329)
30,142 75,334
25,303 (12,239)
95,915 6,321
31,300 19,229
98 174
(53,412) (28,332)
52,471 (45,027)
(13,872) (8,447)
(1,535) (1,155)
(722) -
36,342 (54,629)
(12,611) (9,804)
23 22
2,178 1,587
(10,410) (8,195)
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDIJOINT STOCK COMPANY)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (continued)
FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2025

For the three-month

period ended 31 March

2025 2024

SR'000 SR'000

(Unaudited) (Unaudited)

(Restated)

Note
FINANCING ACTIVITIES
Proceeds from interest bearing loans and borrowings 82,641 2,100
Repayment of interest bearing loans and borrowings (82,561) (10,171)
Payment of principal portion of lease liabilities (2,601) (7,587)
Net cash used in financing activities (2,521) (15,658)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 23,411 (78,482)
Cash and cash equivalents at the beginning of the period 26,624 158,056
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 7 50,035 79,574
v
/7
3 i
Chairman of the Board Chief tl"jancial Officer Chief Executive Officer

The attached notes 1 to 20 form part of these interim condensed consolidated financial statements.
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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 31 MARCH 2025

1 CORPORATE INFORMATION

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:

Commercial
Branch registration Location
Red Sea International Company 2055003672 Jubail
Red Sea International Company 2055006105 Jubail
Red Sea International Company 4030286984 Jeddah
Red Sea Housing Services Company 4030263716 Jeddah

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 Effective ownership
incorporation percentage
31 March 31 December
2025 2024
(Unaudited) (Audited)
Subsidiaries
e e o S WOKCOMY a6 s
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 saudi Arabia 100% 100%
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 Construction LLC ("RSC") UAE 100% 100%
Joint Operations
Red Sea Hanchi ("RSHC") Algeria 49% 49%

1.1 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)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AT 31 MARCH 2025

1 CORPORATE INFORMATION (continued)

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 interim condensed
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.

The interim condensed consolidated financial statements of the Group for the three-month period ended 31 March 2025
were authorised for issuance in accordance with the Board of Directors resolution dated 15 May 2025 (corresponding to 17
Duh Al-Qi’dah 1446H).

2 BASIS OF PREPARATION

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 2024. 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.

2.1 Going concern basis of accounting

As of 31 March 2025, the accumulated losses of the Company amounted to SR 294.5 million (31 December 2024: SR 283.3
million), representing 97.4% of the share capital as of the same date (31 December 2024: 93.7%). Additionally, as of 31
March 2025, the Group’s current liabilities exceeded its current assets by SR 149.2 million (31 December 2024: SR 250.7
million). Consequently, the Group was not in compliance with a covenant related to the current ratio, which constitutes an
event of default under two borrowing agreements with commercial banks (note 13). While the Parent Company received
waiver from the commercial banks with respect of the breach of covenants (refer note 25) as of 31 December 2024, no such
waiver was received for the period ended 31 March 2025. Furthermore, on 1 October 2023, the Parent Company completed
the acquisition of a 51% stake in The Fundamental Installation for Electric Work Company Limited (“First Fix”) for a total
purchase consideration of SR 644.8 million. Of this amount, SR 250 million was settled in cash, financed through a new
facility agreement obtained from a local commercial bank (refer to note 13), while the remainder of SR 394.8 million
(deferred consideration) is payable either in cash or in-kind through newly issued shares of the Parent Company.

Additionally, 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 2024: same) which were due in 2024 but were unpaid as
at the reporting date. The shareholder has extended the maturity of the loan to August 2025.
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

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

AT 31 MARCH 2025

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

These events and conditions, indicate that a material uncertainty exists that may cast significant doubt on the Group’s ability
to continue as a going concern.

On 17 March 2024, corresponding to 7 Ramadhan 1445H, the Board of Directors proposed a capital increase by converting
shareholder loans amounting to SR 81.2 million and settling the deferred consideration through the issuance of shares
totaling SR 394.8 million. This is pending regulatory approval and the consent of the Company's extraordinary general
assembly. In April 2024, the Parent Company submitted the request for the capital increase to the relevant regulatory
authority and is currently in the process of completing the necessary legal formalities and other regulatory requirements.
Management assesses that, given the advanced stage of the application with the regulator, approval is expected by Q2 2025.
If requlatory approval is not obtained, it would require significant cash outflows of SR 394.8 million in the next 12 months.

The Company’s ability to continue its operations is contingent upon the proposed equity restructuring of the shareholder
loans and deferred consideration into equity, the ongoing availability of financing facilities, and an increase in revenue
volume and margins through upcoming contracts.

Based on the Group’s financial projections and steps taken above, the Group's management has assessed its 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 and do not include any adjustments, which may be required, if the Group is not able to continue as a
going concern.
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AT 31 MARCH 2025

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.

4 MATERIAL ACCOUNTING POLICY INFORMATION

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 2024, except for the adoption of new amendments effective as of 1 January 2025, as disclosed below.

41 New standards, interpretations, and amendments

One amendment applies for the first time in 2025, but does not have an impact on the interim condensed consolidated
financial statements of the Group. The Group has not early adopted any standard, interpretation or amendment that has been
issued but is not yet effective.

Lack of exchangeability - Amendments to IAS 21

4.2 Accounting standards amendments issued but not yet effective
The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Group’s interim
condensedconsolidated 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.
i. 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,
ii. IFRS 18 — Presentation and Disclosure in Financial Statement, effective for annual periods beginning on or after 1
January 2027,
iii. IFRS 19 — Subsidiaries without Public Accountability: Disclosures, effective for annual periods beginning on or
after 1 January 2027,
iv. Classification and Measurement of Financial Instruments - Amendments to IFRS 9 and IFRS 7.
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

AT 31 MARCH 2025
5 REVENUES

Type of goods or service

Revenue from contracts with customers:

Revenue from construction and general work contracts
Revenue from sale of buildings

Other revenue:
Rental revenue from investment properties

Timing of revenue recognition
Services transferred over time
Goods and services transferred at a point in time

Geographical markets

Kingdom of Saudi Arabia
Out of the Kingdom of Saudi Arabia

Customer wise revenue recognition
Third parties

5.1 Contract balances

Trade receivables
Contract assets
Contract liabilities

For the three-month period
ended 31 March

2025 2024
SR'000 SR'000
(Unaudited) (Unaudited)
600,113 591,078
59,756 26,403
659,869 617,481
40,794 41,733
700,663 659,214
640,907 632,811
59,756 26,403
700,663 659,214
699,346 658,595
1,317 619
700,663 659,214
700,663 659,214
31 March 31 December
2025 2024
SR'000 SR'000
(Unaudited) (Audited)
709,028 529,489
704,158 681,857
293,186 346,598
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

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

AT 31 MARCH 2025

6 INTANGIBLE ASSETS AND GOODWILL
Customer Order Computer
Goodwill  relationships backlog software Total
SR '000 SR '000 SR '000 SR '000 SR '000
Cost:
At 1 January 2024 214,020 174,800 229,400 9,921 628,141
Additions - - - 73 73
Reclassification - - - (93) (93)
At 31 December 2024 (Audited) 214,020 174,800 229,400 9,901 628,121
At 31 March 2025 (Unaudited) 214,020 174,800 229,400 9,901 628,121
Accumulated amortisation and impairment:
At 1 January 2024 6,365 6,723 17,646 8,123 38,857
Charge for the year - 26,892 70,585 723 98,200
At 31 December 2024 (Audited) 6,365 33,615 88,231 8,846 137,057
Charge for the period - 6,723 17,646 183 24,552
At 31 March 2025 (Unaudited) 6,365 40,338 105,877 9,029 161,609
Net carrying value
At 31 March 2025 (Unaudited) 207,655 134,462 123,523 872 466,512
At 31 December 2024 (Audited) 207,655 141,185 141,169 1,055 491,064

Intangible assets include goodwill, customer relationship and orders backlog related to the acquisition of a subsidiary,
The Fundamental Installation for Electric Work Company “First Fix” during 2023 and assigned with the construction
segment.

The Group performs its impairment test annually and when circumstances indicate that the carrying value may be
impaired. As at 31 December 2024, 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 2024 has been determined based on a value in use calculation
using cash flow projections from financial budgets approved by senior management covering a five-year period. The
discount rate applied to cash flow projections is 15% and cash flows beyond the five-year period are extrapolated using a
1.5% growth rate. As a result of the analysis, the management did not identify an impairment for this CGU. The
calculation of value in use for construction segment is most sensitive to the assumption of gross margins of the projects,
discount rate and growth rates used to extrapolate cash flows beyond the forecast period. As a result of the analysis,
there is headroom of SR 342 million.

7 CASH AND CASH EQUIVALENTS
31 March 31 December
2025 2024
SR'000 SR'000
(Unaudited) (Audited)
Bank balances 47,567 25,000
Cash in hand 2,038 1,190
49,605 26,190
Cash at banks and in hand attributable to discontinued operations (note 16) 430 434
50,035 26,624
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AT 31 MARCH 2025

7 CASH AND CASH EQUIVALENTS (continued)

For the purpose of the interim condensed consolidated statement of cash flows, cash and cash equivalents comprise the
following at 31 March:

2025 2024

SR'000 SR'000

(Unaudited) (Unaudited)

Bank balances 47,567 75,114
Cash in hand 2,038 4,000
Cash at banks and in hand attributable to discontinued operations (note 16) 430 460
50,035 79,574

8 SHARE CAPITAL

The share capital of the Company as at 31 March 2025 amounted to SR 302,344,000 (31 December 2024: SR
302,344,000) consisting of 30,234,400 (31 December 2024: 30,234,400) fully paid and issued shares at a value of SR 10
per share.

9 ZAKAT AND INCOME TAX

a) Zakat

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 2024 have been filed
with the ZATCA.

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"). Afterward the Company agreed with ZATCA, for the years
2015 to 2017, to apply the ministerial resolution no. 1007 which allows the application of the new Zakat regulations
issued 1445 for the years before 1 January 2024. The discussion with ZATCA is still ongoing on the application.

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").
Afterward the Company agreed with ZATCA to apply the ministerial resolution no. 1007 which allows the application
of the new Zakat regulations issued 1445 for the years before 1 January 2024 and withdrawn the case from the GSTC.
The discussion with ZATCA is still ongoing on the application.

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

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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AT 31 MARCH 2025

9 ZAKAT AND INCOME TAX (continued)
b) Partially owned subsidiaries
Premier Paints Company (“PPC”)

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, 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.

The Fundamental Installation for Electric Work Company Limited (“First Fix™")

The assessments for the years 2015 to 2018 of First Fix agreed 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 2022 and no
assessment raised by the ZATCA yet.

Based on management’s best estimate, the management believes that the provision recognised as of 31 March 2025 with
respect of the assessments raised is appropriate and no additional provision is required.

C) Income tax

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

Red Sea Housing Services (Ghana) Limited ("RSG")

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.

10 LOSS PER SHARE
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.

For the three-month period
ended 31 March

2025 2024
(Unaudited) (Unaudited)
(Restated)

Loss for the period attributable to the shareholders
of the Parent Company (SR '000) (11,227) (18,926)

Adjusted number of outstanding shares

during the period (share '000) 30.234 30,234
Basic and diluted loss per share attributable to the (0.37) (0.63)

shareholders of the Parent Company (SR)
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES

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

AT 31 MARCH 2025

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

31 March 31 December

2025 2024

SR'000 SR'000

(Unaudited) (Audited)

Letters of guarantee 733,505 486,609
Letters of credit 167,723 125,383

12 CAPITAL COMMITMENTS

At the reporting date, the capital expenditure approved by the Board of Directors amounted to SR 23.5 million (31
December 2024: SR 23.5 million).

13 INTEREST BEARING LOANS AND BORROWINGS
31 March 31 December

2025 2024
SR'000 SR'000
(Unaudited) (Audited)
Bai Al Ajel Islamic facility (13.1) 225,000 225,000
Medium term loans (13.2) 36,000 40,750
Short term loans (13.3) 18,000 17,000
Short term loans (13.4) 49,266 42,662
328,266 325,412
Less: unamortised transaction cost (1,316) (1,316)
Total borrowings 326,950 324,096

The interest-bearing loans and borrowings are presented in the consolidated statement of financial position as follows:
31 March 31 December

2025 2024

SR'000 SR'000

(Unaudited) (Audited)

Long term borrowings 194,517 215,767
Current portion of long-term borrowings 65,167 48,167
Short term borrowings 67,266 60,162
326,950 324,096

13.1  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 17) and SR 30 million for
other treasury products. The Company has withdrawn SR 250 million of the facility. The loan is repayable in
seven variable 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.
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AT 31 MARCH 2025

13
13.2

13.3

13.4

INTEREST BEARING LOANS AND BORROWINGS (continued)

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 Group. The facility
agreement contains covenants requiring maintenance of certain financial ratios and other matters by the Group.
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 31 March 2025 (2024: same). Accordingly, the entire outstanding loan balance
amounting to SR 36 million has been classified under current liabilities in the interim condensed consolidated
financial statements. However, on 31 December 2024, the Group received waiver from the commercial bank
with respect of the requirement of financial ratios.

Short-term borrowings represent bank loans obtained from a local commercial bank and a financial institution
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 under the
facility on 31 March 2025 were approximately SR 18.1 million (31 December 2024: same) 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. 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 31 March 2025 (2024: same). However, on 31 December 2024, the Group received waiver from the
commercial bank with respect of the requirement of financial ratios.

A subsidiary entered in to facility agreements with local commercial banks to provide financing facilities
amounting to a total of SR 1.12 billion (31 December 2024: SR 1.13 million), including SR 310 million for
letters of credit, SR 409 million for guarantees, SR 369.26 million for general working capital, and SR 35
million for payroll financing which is a revolving facility repaid within 60 days from the date of drawing the
facility. The total unutilised credit facilities available to the Group as at 31 March 2025, amounts to SR 332.7
million (31 December 2024: SR 454 million). As of 31 March 2025, the Group has outstanding short-term
borrowings of SR 49.3 million (31 December 2024: SR 42.7 million) consisting of SR 35.3 million for payroll
financing (31 December 2024: SR 35.2 million) and SR 14 million letters of credit post finance (31 December
2024: SR 7.5 million). These facilities are denominated in Saudi Riyals and bear financial charges based on
prevailing market rates. The facilities are secured by promissory notes issued. The facility agreements contain
covenants requiring maintenance of certain financial ratios by the subsidiary. The subsidiary has not breach any
of the financial covenants as required under the facility agreements.

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

International

Company First Fix Total
SR ' 000

Conventional borrowings 54,000 49,266 103,266
Tawarruq 223,684 - 223,684
At 31 March 2025 (unaudited) 277,684 49,266 326,950
Conventional borrowings 57,750 42,662 100,412
Tawarruq 223,684 - 223,684
At 31 December 2024 (Audited) 281,434 42,662 324,096

Please refer note 13.4 above for the details of the conventional short-term facilities of First Fix.
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RED SEA INTERNATIONAL COMPANY AND ITS SUBSIDIARIES
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AT 31 MARCH 2025

14 RELATED PARTY TRANSACTIONS' AND BALANCES

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

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

For the three-month

Name of related party Nature of transactions period ended 31 March
2025 2024
SR'000 SR'000

(Unaudited) (Unaudited)
Ultimate Parent Company

Al Dabbagh Group Holding Payment made by the Group - 2,500

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

Members of Key
Board of Directors Management

For the three-month period ended 31 March

2025 2024 2025 2024

SR'000 SR'000 SR'000 SR'000

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

Short term benefits - - 2,393 2,179

Employees' end-of-service benefits - - 71 33
Board of directors' remuneration 729 518 - -

729 518 2,464 2,212

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.

14.1 The breakdown of the amounts due from and due to related parties are as follows:

Amount due from related parties presented under prepayments and other receivables

2025 2024

SR'000 SR'000

(Unaudited) (Audited)

Dabbagh Group Holding Company Limited 1,900 1,900
Amount due to a shareholder

2025 2024

SR'000 SR'000

(Unaudited) (Audited)

Dabbagh Group Holding Company Limited 81,225 81,225

15  SEGMENTAL INFORMATION

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

« Construction, general construction, electrical works, telecommunications and other related contracts (“General construction).

e Manufacturing and sale of non-concrete residential and commercial buildings ("Non-concrete residential and commercial buildings");
e Rentals from investment properties; and
e Manufacturing and sale of paints and related services ("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.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

AT 31 MARCH 2025

15 SEGMENTAL INFORMATION (continued)

The following tables present revenue and (loss) profit information for the Group’s operating segments for the three-month period ended 31 March

2025 and 2024, respectively:
Business segments

For the three-month period ended

31 March 2025

For the three-month period ended
31 March 2024

Non- Non-
concrete concrete
residential Rentals residential
and from and Rentals from
General commercial investment Total General commercial  investment
construction  buildings  properties  segments  construction  buildings properties  Total segments
Unaudited (SR'000) Unaudited (SR'000) (Restated)
Revenue:
Revenue from external customers 600,113 59,756 40,794 700,663 591,078 26,403 41,733 659,214
Timing of revenue recognition:
At a point in time - 59,756 - 59,756 - 26,403 - 26,403
Over time 600,113 - 40,794 640,907 591,078 - 41,733 632,811
600,113 59,756 40,794 700,663 591,078 26,403 41,733 659,214
Segment profit (loss) 20,904 (6,563) 1,705 16,046 20,727 (15,958) 1,208 5,977
Unallocated expenses:
Corporate and others (3,376) (2,087)
Finance costs (5,464) (6,126)
Profit (loss) before zakat and tax from continuing operations 7,206 (2,236)
Income tax (434) (532)
Zakat (6,368) (6,436)
Profit (loss) after zakat and tax from continuing operations 404 (9,204)
Loss after zakat and tax for the period from discontinued operations (4,929) (2,778)
Loss for the period (4,525) (11,982)

The following table presents assets and liabilities information for the Group’s operating segments as at 31 March 2025 and 31 December 2024,

respectively:

At 31 March 2025

At 31 December 2024

Non- Non-
concrete concrete
residential Rentals residential
and from and Rentals from
General commercial investment Total General commercial  investment
construction  buildings  properties  segments  construction  buildings properties  Total segments
Unaudited (SR *000) Audited (SR '000)
Total assets 2,402,493 233,769 329,714 2,965,976 2,329,404 240,512 313,537 2,883,453
Total liabilities 1,123,944 1,115,442 215,723 2,455,109 1,066,390 1,107,631 196,295 2,370,316

During the three-month period ended 31 March 2025, approximately 99% of the total revenues from general construction segment were derived
from 5 customers (31 March 2024: approximately 97% from 5 customers). 'During the three-month period ended 31 March 2025, approximately
99% of the total revenues from non-concrete residential and commercial buildings segment were derived from 2 customers (31 March 2024:
approximately 99% from 3 customers). During the three-month period ended 31 March 2025, approximately 66% of the total revenues from rental
segment were derived from 5 customers (31 March 2024: approximately 92% from 5 customers).
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15 SEGMENTAL INFORMATION (continued)

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 31 March 2025 and 2024.

Total segment revenue
Intersegment revenue elimination

Revenue from external customers

Segmental profit (loss) for the period

Total segment revenue
Intersegment revenue elimination

Revenue from external customers

Segmental (loss) profit for the period

For the three-month period ended 31 March 2025

Saudi
Arabia UAE Others Total
Unaudited (SR "000)

693,480 7,087 96 700,663
5,866 (5,866) - -
699,346 1,221 96 700,663

1,609 (5,527) (607) (4,525)

For the three-month period ended 31 March 2024

Saudi
Arabia UAE Others Total
Unaudited (SR '000) (Restated)
633,019 26,060 135 659,214
25,576 (25,576) - -
658,595 484 135 659,214
(7,772) (2,996) (1,214) (11,982)

The following table presents assets and liabilities information for the Group’s geographical segments as at 31 March 2025 and 31 December 2024,

respectively:

Total assets
Total liabilities

Total assets
Total liabilities

At 31 March 2025

Saudi
Arabia UAE Others Total
Unaudited (SR '000)

2,914,984 48,323 6,543 2,969,850
2,379,096 87,603 13,207 2,479,906
At 31 December 2024

Saudi
Arabia UAE Others Total
Audited (SR '000)
2,822,917 59,095 5,548 2,887,560
2,288,929 91,982 12,180 2,393,091
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16  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 has evaluated the
letter of intents received from the buyers and a potential buyer in this respect has been identified and an agreement was
reach with a buyer for the disposal of the PPC. Accordingly, PPC was classified as a disposal group held for sale and as a
discontinued operation. Execution of the transaction was subject to regulatory approval and certain other conditions. The
management has completed other conditions, however, the regulatory approval for the transaction was only received
subsequent to the reporting date and accordingly, the classification of PPC continued to be discontinued operations.
Further, the paints and related services segment is no longer presented in the segment note. The management expect the
transaction to be completed in 2025. The results of PPC for the period ended 31 March are presented below:

For the three-month period
ended 31 March

2025 2024
SR'000 SR'000
(Unaudited) (Unaudited)
Revenues 120 643
Cost of revenues (978) (1,191)
General and administration (620) (575)
Selling and distribution expenses (1,400) (290)
Operating loss (2,878) (1,413)
Finance costs (1,822) (1,365)
Other income, net - 1
Loss before zakat and income tax (4,700) 2,777)
Zakat and income tax (229) 1)
Loss after zakat and income tax (4,929) (2,778)
Total comprehensive loss from discontinued operation (4,929) (2,778)
The assets and liabilities of PPC classified as held for sale at each reporting date are, as follows:
31 March 31 December
2025 2024
SR '000 SR '000
(Unaudited) (Audited)
Property, plant and equipment 419 630
Right-of-use assets 628 641
Trade receivables 2,347 2,402
Prepayments and other receivables 50 -
Cash and cash equivalents 430 434
Assets held for sale 3,874 4,107
Liabilities
Employees' defined benefit liabilities 1,902 1,844
Trade payables 13,285 13,254
Accruals and other current liabilities 7,812 5,889
Lease liabilities 741 731
Zakat and income tax payable 1,057 1,057
Liabilities directly associated with assets held for sale 24,797 22,775
Net liabilities directly associated with disposal group 20,923 18,668
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16 DISCONTINUED OPERATIONS (continued)
For the three-month period
ended 31 March
2025 2024
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 (0.13) (0.07)

17  BUSINESS COMBINATIONS AND ACQUISITION OF NON-CONTROLLING INTERESTS
Acquisition of Fundamental Installation for Electric Work Company Limited (“First Fix™")

The Company entered into a share purchase agreement (SPA) 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. Further, on the acquisition date 1 October 2023, RSI and the shareholders of First Fix “Original
Shareholders” have entered into a shareholder’s agreement (SHA). As part of the SHA, RSI has granted a “Put Option”
to the Original shareholders to require RSI to purchase all of the remaining shares held by the Original Shareholders
(Option Shares). Such Put Option is exercisable as per terms of agreement by serving a Put Option notice to RSI after
expiry of a tenure defined in the agreement and subject to certain conditions. Further, the agreement grants RSI a “Call
Option” to purchase Option Shares by serving a Call Option notice if Put option lapses based on the terms specified and
subject to certain conditions as defined in the agreement. The consideration for put options and call options is based on
the mechanism as defined in the agreement which is partially payable in cash and the rest either through cash or in shares
(or combination of both). The “Put Option” and “Call Option” agreed in the SHA meets the definition of derivative. As
at the date of the acquisition, an exercise to determine the fair valuation of the derivative arising out of the options was
not performed. The Company’s management believe that, based on the available information, the conditions required to
be met for the “Put Option” may not be met and the options will lapse. As per the on-going assessment performed by
management, on January 2025, the shareholders of First Fix, both RSI and Original Shareholders through their
representation on the Board of Directors of First Fix have passed a resolution to submit an application with the Capital
Market Authority (CMA) to have a portion of Original shareholder’s shares listed on Saudi Stock Exchange “Tadawul”
in accordance with the SHA and have also resolved to appoint required consultants to complete the process. As per
SHA, in the event of successful completion of an IPO, the SHA is terminated and accordingly, the “Put Option” and
“Call Option” will no longer exist. Accordingly, the management believes that as it is highly unlikely that the options will
be exercised by either party, therefore, the derivatives have not been valued and recognized. Furthermore, subsequent to
the reporting date, the parties have amended the SHA and terminated the clause relates to the put and call options, “ab
initio” (i.e. terminated from the date of signing the SHA) refer note 20. Hence, no liability exists related to the Put
Option and Call Option.

24



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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
AT 31 MARCH 2025

17 BUSINESS COMBINATIONS AND ACQUISITION OF NON-CONTROLLING INTERESTS
(continued)

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. As of
30 September 2024, 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:

- 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 Group has elected to measure the non-controlling interests in the acquiree at at the proportionate share of the
acquiree’s identifiable net assets.

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

Valuation approach

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

Discount rates

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.

18  FAIR VALUES OF FINANCIAL INSTRUMENTS

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.

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.
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RESTATEMENT OF COMPARATIVE INFORMATION

During 2024, management has reassessed the accounting treatment and presentation of certain transactions and balances
recorded in the consolidated financial statements of the Group to determine if such transactions and balances have been
accounted for and presented appropriately under IFRS Accounting Standards that are endorsed in the Kingdom of Saudi
Arabia, and other standards and pronouncements endorsed by the Saudi Organization for Chartered and Professional
Accountants (“SOCPA”). This exercise has resulted in the restatement of certain financial statement line items. Whilst
there have been restatements within cash flows from operating activities in the statement of cash flows, there was no
impact on net cash generated from operating activities, investing activity or financing activities.

1. The Group’s management performed a reassessment of their models for expected credit losses (ECL) on ‘Trade
receivables’, ‘Contract assets’ and ‘Retention receivables’ in accordance with IFRS 9. This exercise resulted in
restatement due to additional impairment on these respective financial statement line items which were previously
excluded from the ECL computation. Consequently, additional provision of SR 0.9 million was recognized with
relates to the expected credit loss for the three-month period ended 31 March 2024.

2. The management conducted an exercise and concluded that certain bank charges in the interim condensed
consolidated statement of comprehensive income had not been appropriately presented as required by IAS 1
“Presentation of Financial Statements”. Consequently, the Group corrected these by reclassifying SR 1.4 million
of project related bank charges from ‘Finance costs’ to cost of revenue for the three-month period ended 31 March
2024.

In addition to above, as explained in note 17, effective 1 October 2023, the Group acquired a subsidiary which is
accounted for using the acquisition method under IFRS 3 — Business Combination. As of 30 September 2024, 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.

Effect on the statement of profit or loss and other comprehensive income for the period ended 31 March 2024

Previously Reassesment 2024 Restatement- Restatement- 2024
reported (note 17)  Reassessed 1 2 Restated
SR'000 SR'000 SR'000 SR'000 SR'000 SR'000
CONTINUING OPERATIONS
Cost of revenues (590,671) - (590,671) - (1,393) (592,064)
General and administration (31,878) (24,369) (56,247) - - (56,247)
Allowance for expected
credit losses, net (4,117) - (4,117) (939) - (5,056)
Finance costs (8,298) - (8,298) - 1,393 (6,905)
SUBSEQUENT EVENTS

As stated in note 17, subsequent to the reporting date, on 9 April 2025, the parties have mutually agreed to retrospectively
terminate a call and put option included in the original shareholders’ agreement dated 1 October 2023 and terminated the clause
related to the Put Option and Call Option “ab initio” i.e. terminated from the date of signing the SHA. Hence, no liability exists
related to the Put Option and Call Option.

In the opinion of the Group's management, there have been no subsequent events since the period ended 31 March 2025 that
would have a material impact on the interim condensed consolidated financial position of the Group as reflected in these interim
condensed consolidated financial statements.
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