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This Annual Report represents an important opportunity to highlight the efforts and achievements
completed during a whole year to keep up with the growing demand for electricity service in the
Kingdom, in line with the economic developments and the progress achieved in the Kingdom
under the guidance of our government led by The Custodian of the Two Holy Mosques

King Salman bin Abdulaziz, may God protect him. The report also refers to the notable
improvements accomplished within the competition on global performance indicators
following the regional supremacy achieved in the Middle East and North Africa, and the long-
term plans and strategies for the electrical power sector until 2030, under the accelerated
local or even global economic changes.

The follower of the electricity sector in the Kingdom is fully aware of the efforts made by the
Saudi Electricity Company’s Board of Directors to develop and continue implementing plans that
will guarantee the stability and development of the electricity system in the long term, taking
joup!bddpvoului Ftflezobnjd!boel&fyjciflgibotiup!beesftt!dibohft!jolui fiipdbrinbsifulboe!bului f!
regional and global levels, by providing future investments, applying development policies to the
company'’s resources, and to carry out huge electrical projects imposed by the need to counter
ui Fifygfdufelvscho!fygbotjpot!pwfsiui flofyulgFx!zfbst!jo!bmdjujft!boe!sthjpot!pglui fILjohepn:!
boe!sfizjoh!polui fifykdjfodz!boe!dbgbejijujft!pglui Fidpngbozit!obujpobildbesft-Ixijditvdd Ffefe!
czluififoe!pg!3127!jolgvikmjoh!b!tjhojEdboulbd i jfwfin Fou!xjui lui Flbssjwbi!pglui FihFofsbujpott!
capacity of the company to 55 gigawatts within the total generation capacity in Saudi Arabia,
which reached 75 gigawatts.

The Custodian of the Two Holy Mosques, may God protect him, has honored the electricity sector by
inaugurating a number of important electrical projects in the eastern region at a cost of SR 15 billion.
This is the most important accomplishment and highlight of the company and the sector over the
gbtulzfbsulsFgsFtfout!blofx!pggpsuvojuz!gpsiFtubcijtijoh!npsfjngpsuboulgspkfdut!ui bulxjm!sfefdu!
the future orientations of the electricity sector, which do not only focus on electricity production, but
seek to achieve a qualitative leap with regard to the Kingdom's application of modern technologies
to reduce the cost of production and lessen its dependence on oil in accordance with the long-term
vision until 2030.

And now we embarked on a new phase where attention is concentrated on the privatization of

ui Firfrfdusjdjuz! tFdups-gpdvtjoh!polui Flejwstjfdbujpo!pglgspevduijpo!sFtpvsd Ft-Isbjtjohlui fifyfdjfodz!
of energy use on the supply and demand side, and promoting private sector participation and

its investments in the electricity projects. | may not have the possibility to go into details about
many of the successes achieved by the Saudi Electricity Company in all electrical power sectors,
whether with regard to the implementation of a number of renewable energy projects or the
magnitude of the efforts undertaken to improve the service level in all regions, cities and villages

of the Kingdom and to deliver electricity service to more than 500 thousand customers annually,
or to develop customers’ services according to the latest standards and global technologies,

and other accomplishments. But we cannot in any way overlook the big strides achieved by the
Saudi Electricity Company, with the full support of its Board of Directors, to turn the Kingdom into
a budding regional operations hub for electrical industries in the region, nor the programs and
projects that the company is developing year after year to encourage local manufacturers and
up!buushbdu! N bkps'joufsobujpobridpngbojft!jolui FififdusjdonjoevtusiftyAfelupjowFtujolui FI Tbvej!
market in order to localize this vital industry, to create job opportunities for young people, and to
tusjwiljolui FlgvuvsTlup!Fygpsului Flgspevdujpo!pghipdbrigbdupsjftiboelcvtjofttftiuplui fiHviglboe!Bsbc!
States in the region, as part of the Kingdom’s vision until 2030 to diversify the national economy’s
resources.

Naturally, these successes and achievements wouldn't have been possible without God's grace
Estulboe!ui Folui Floddpnaijti nfout!pgluijtiobujpott!dpvousznfo-bt!x fulbtlui Fifngpzfftiboe!
fyfdwvujwft!pglui FITbvej!Frfdusjdjuz!Dpngboz/!Pvs!Cpbse!pg!Ejsfdupst! i bt!'dpngrfufigbjuiljolui f!
fngipzfiibtui fiEstulcvjrejohlcipd ljolui Figsphsfttiboe! tvddftt!pg'pvs!bdujwjujft-lboe!xpsl t!
relentlessly to create a motivating and productive work environment, to attract young Saudis and
to continue to increase the localization percentage which reached 89% of the total number of
employees, as well as to promote their development through distinctive training courses inside
and outside the Kingdom.

Podflbhbjo!boe!po!cFibrg!pglui Finfncfst!pglui FICpbse!pg!Ejsfdupst!boelui fldpngbozit!
customers, | am pleased to present our sincere thanks and gratitude to The Custodian of the Two
Holy Mosques, King Salman bin Abdulaziz Al Saud, and his Crown Prince His Royal Highness,
Prince Mohammed bin Nayef bin Abdulaziz Al Saud, and his Deputy Crown Prince, His Royal
Highness Prince Mohammad bin Salman bin Abdulaziz Al Saud, may God protect them all, and

| thank the Minister of Energy, Industry and Mineral Resources, Engineer Khaled bin Abdulaziz
Al-Faleh for his interest, commitment and support of the Saudi Electricity Company. Also, | would
1jlFlup!Fyufoe!nzluibolt'boe!bggsfdjbujpoluplui FitibsFiprefst-'tvctdsjcfst-lboe!cvtjoftt!gbsiofst!
from contractors, manufacturers, to suppliers of the company for the special work they presented
last year that contributed to these achievements, asking Almighty God, Glory be to Him, to help us
all achieve what we are looking for and better serve our beloved country.

Saleh bin Hussein Al-Awajji
Chairman of the Board
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I am honored to present my sincere thanks and deepest gratitude to The Custodian of the Two Holy
Mosques, King Salman bin Abdulaziz Al Saud, may God protect him, and his Crown Prince, His Royal
Highness, Prince Mohammed bin Nayef bin Abdulaziz Al Saud, and his Deputy Crown Prince, His
Royal Highness Prince Mohammad bin Salman bin Abdulaziz Al Saud, may God protect them all,

for the unlimited support provided to the Saudi Electricity Company which enabled it to accomplish
great local and regional achievements, and helped it to become the largest company in the electrical
fofshz!£fieljolui fINjeenfIFbtulboe!Opsui!Bysjdo/

The presence of The Custodian of the Two Holy Mosques, may God protect him, at the opening and
inauguration of the Saudi Electricity Company’s electrical projects for the amount of 15 billion SR in
the eastern region at the end of November 2016, is a great testimony to the size of assistance and
support given by the leadership to the company, and is considered an important incentive to our
cadres and national competencies to implement competitive strategies on performance indicators
gps!joufsobujpobrdpngbojftljolui FifrfdusjdbngpxFs!&fielbgufsibd i jfwjoh!jut'sFhjpobitvgsfrnbdz/

Poluijt!pddbtjpo-Ulbn!ibggzlup!gsftfouluplzpviui fldpngbozit'hstouftulbdijfwfnfout'evsjohlui f!
year 2016, which embodies not only the success of all its employees and staff, but it represents a
part of the overall economic development of our precious country:

Saudi Electricity Company topped the list of Saudi companies that are most dependent on

the local market to meet its needs, as the percentage of its purchases from the Saudi market
reached 58% of total purchases. As a result, the number of national factories that supply all the
company’s needs increased from 61 plants, achieved 15 years ago, to 479 factories in 2016, and
with a percentage increase amounting to 685%. Spare parts, cables, adapters, meters, towers
and other equipment related to the manufacture, maintenance and operation of electrical
service became more available, while the company’s purchases from the local market reached
nearly 80 billion SR over the past 10 years.

* The total available generation capacity in the Kingdom reached about 74.3 gigawatts.

* Electricity was delivered to more than 502,000 new customers in 2016, bringing the total
number of customers to 8.6 million.

» The number of Saudi engineers and technicians reached about 23,000, making up about 60% of
the total employees of the company.

* The percentage of localization at the company reached 89.9%.

+ Ui flovncfs!pgfifdusjffelupxot-wjrbhft!boe!tfunfnfout!sfod i fe!npsfluibo!24-111-1boelui f!
electrical network coverage reached 99.8%.

* The lengths of the distribution network reached 70,300 km-circular.

« Ui firfohui t!pglui Fi&cTsipquidlofuxpslisfodi fe!64-111!1n.djsdviby

* The lengths of the distribution network amounted to 578,800 km-circular.

+ Ui flboovbilthspxui!shufpglefnboe!gps!fifdusjdbrigpx Fstjolui Figbtuldwflizfbst!sFod i fe!7/8&/

* The company succeeded in improving the level of operations’ performance in the generating
tubujpot-Ixijdiljoluvsoljngspwielui fsnbilfyfdjfodz!pglui Fififdusjdbr tztufn!valup!49/2&1j0!3127!
compared to 36.2% last year.

* The delivery of electrical service to new customers improved by 30% to become 26 working

days in 2016 compared with 37 working days in 2015.

+ The reliability and the securing of electrical service improved by 25%.

* The percentage of services provided to customers via electronic channels increased to 80% in
2016 compared to 50% in 2015.

+ Uifljobvhvshujpo!pglui FiEstulhbtluvscjoflnbefipdobmz!jo!dpmbcpsbujpo!xijui lui Fljoufsobujpobr!
company GE.

+ Decrease in the rates of accidents and injuries at work by 16% from last year.

* The electrical energy projects under construction reached (43) billion SR.

* The number of local factories that provide the company’s purchases from the local market
increased to 479 factories.

Financial accomplishments for 2016:
+ The company managed to save 3.7 billion SR through strategic transformation initiatives in 2016.

Future plans of the company during the years 2017-2021:

+ Raising the total available capacities in the Kingdom to (91,000) megawatts.

+ Strengthening the transmission networks and raising their reliability by adding (21,438) km-
circular of transmission lines.

o Efmjwisjoh!frfdusjdjuz!tfswjdflup!bgaspyjnbufiz!)3/4*Injmjpo!dvtupnfstievsjohlui figiboft!ujnfygsbn Tl
(2017—2021), bringing the total number of customers at the end of 2021 to more than (10.8)
million customers.

« Strengthening the distribution networks by adding (161,807) km-circular of distribution lines.

Ui flgsfwjpvti fybngift!pgl£obodjbilboelufdiojdbilbd i jfwfnfout!x fsflopulup!cFibd i jfwfe!xjui pvu!
the grace of the Almighty God, Glory be to Him, in addition to the continuing and strong support
from the Chairman and members of the Board of Directors, and their great faith in the capacity of
the employees and staff to continue the success process that has grown and developed for over
27!zfbst-ljo!dppgfsbujpo!xjui pdbiboeljoufsobujpobiigbsuofst-lboe!ui fis'tjhojfdboulsprft!jo! fufsz!
step the company takes toward greater success.

From this perspective, | offer on behalf of all the employees of the company my sincere and
ijhiftulbqgsfdjbujpo'boe!hsbujuveflup!ijt! fydfrfodzui FIDibjsnbo'boe!Nnfncfst!pglui FICphse!pg!
Directors for all their guidance and support that led us to accomplish such achievements, that we
are all proud of.

| would also like to offer all my colleagues and employees of the company sincere thanks and
gratitude for what they achieved last year, thanks to the Almighty God, Glory be to Him, and thanks
uplui fislefejdbufe!fygpsut!boe!qfstfwfsbodfljo!bmxpsl!qibtft-lup!sFoqlupebziui ficfofAut!pgpvs!
xpsliboelefejdbujpo!boelup!tusiefldpokefouzlupxbse!blcfufs!npsfigsptgfspvtigvuvst/

Ziyad bin Mohammed Alshiha
DijfyFyfdvujwilPgEdfs
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Preface:

The Saudi Electricity Company’s Board of Directors is pleased to present to its
esteemed shareholders its Annual Report on the performance of the company and
jut!£obodjbilsFtviut!gpslui FIAtdbzfbs! Foejoh!4202303127-Ix ijdi ! xFsflbd ijfwfe!
thanks to the grace of God and to the great efforts made by all the company’s
departments, to improve the performance, capabilities and aspirations of its
shareholders and to gain the trust of all its subscribers and customers.

The report contains a thorough summary of the company’s performance and
address the strategic orientation and the company'’s efforts on social responsibility,
sFtfbsdiboelefwfipgnfoulboelui figsphsbntivibulxfsflefwfipgfelgpsivi ficFofiu!
poljutfnagipzfft/BggfoefelupluijtisfapsulbsFiui fibvejufe! £obnbddpvout!pglui f!
dpngboz!boeljut!bddpngbozjoh!fygibobujpot-bt!xfmbtiui ffyufsobibvejupstt!
report for the year 2016.

The report also contains a summary showing the level of application of corporate
governance regulations and its relevant disclosures, such as the structure of the
Board of Directors, its remunerations and tasks, the structure and functions of its
dpnnjufftiboelui fisfnvofshujpot!gsFtfoufelup!jut!tfojpsifyfdvujwt/

The present report has been prepared based on the Capital Market Authority’s
requirements contained in Article (43) of the registration and listing rules and
commitment to corporate governance regulation.

1-Description of the main activities of the company:

The main activity of the company includes the generation, transmission and
distribution of electrical power, as the company is considered the main producer of
electrical power across the Kingdom of Saudi Arabia, and provides its services to
different governmental, industrial, agricultural, commercial and residential sectors.

The organizational structure of the company includes major electrical organizational
activities (business units) engaged in the generation, transmission, distribution and
customer services, as well as common organizational support activities.

The following is a description of the main activities of the company and the
jogvTodflpg!Ithdi!bdujwjuz!poljut!xpsl;

The main activities of the company are represented in the generation,
transmission, and distribution of electrical power in addition to the customer
services. The company is developing intra-selling prices between generation,
transmission, and distribution and customer services. The Company currently
generates revenues from the sale of electricity to end customers as per the
bqgujdberf!pgkdjbiubsjog! Ftubcnjti felczlui fltubuf/

Ui flejtusjcvujpo'boe!dvtupnfs!tfswjd Ft!bdujwjujft-bipoh!xjuilui fi£obodjbr!
department, collect revenues from the sale of electricity to different types of
dvtupnfst/IUi Figpmpxjohluberfitipxtlui FliEyFelbttfut!pgfbdibdujwjuz!bt!b!
gfsdfoubhfipglui Flupubn £y Felbttfut!pglui Fldpngboz!boelui Flgfsdfoubhfipglui f!
pgfsbujoh!fygfotft!pg!fbdi!bdujwjuz!bt!b!gfsdfoubhf!pglui flupubnpgfsbujpobn!
fygfotft!pguifldpngboz;

DRz 122 (O 3t32p bZZezZ Oz HoeyazOual Q3V2uz2z
DauyuRouw 5:( 67(

1 az{Ouaq Oytp AIDI dOU Vaqu2 57C 53
Séf/zét;?szzwu qup R3Zz0U2yZ 47¢ 44¢
HZausazOual Z3UU0yz aRe{EtzEZ 4C 4C

Woza 322( 322(

The following is a description of the nature of the activities and their main
achievements:
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Woza geatiaPle Zeueyqzou RaUaRiz2 Oz
U0ye z1qu 9605 ZiZag oz
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Electric Power
Generation Activity

Electric power generation is considered the company’s principal activity. Its mission is to provide electricity and enough generating capacity using highly reliable and high-
readiness production techniques to meet the growing demand for electricity. The company achieves this with an optimum use of resources and investing all capabilities
towards reaching its main purpose, i.e., decreasing the cost of electrical power production. The transmitted power from generation stations is regarded as the main
source of revenue from sales of electricity, equal to 59% of the total transmitted power on all grids across the Kingdom to different levels of customers.

Ui flhfofsbujpo!bdujwjuzit!gspkfdut!bjnlup!Ftubcrjtilofx!hfofsbujpo!tubujpot-pgfsbujoh!boe!nbjoubjojoh!fyjtujoh!hfofsbujpo!tubujpot-boe!sfjogpsdjoh!ui fijs'dbgbdjujftiup!
meet the growing demand for electrical power. In this respect, in 2016, the generation activity accomplished many notable achievements, including the addition and
operation of 4,737 MW, a 9.4 % increase to total capacities over the ones achieved at the end of 2015. The added capacities are distributed as follows:

The Central sector The Eastern sector The Western sector The Southern sector

« Seven steam generation units - Two gas generation units in Al  Four steam generation units in  Four gas generation mobile units
in Power Plant 10 (115.1 MW Qurayyat Power Plant (77 MW South Jeddah Power Plant (723 in Jazan Power Plant (23.3 MW
capacity each), with a total added capacity each), with a total added MW capacity each), with a total capacity each), with a total added
capacity of 806 MW. capacity of 154 MW. added capacity of 2,892 MW. capacity of 93 MW.

« Two steam generation units in » Poflhbt!hfofsbujpo!vojuljo!Shyib! « Two gas generation mobile units
Power Plant 12 (341 MW capacity Power Plant with added capacity in Tabouk 2 Power Plant (20 MW
each), with a total added capacity of 70 MW. capacity each), with a total added
of 682 MW. capacity of 40 MW.
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The distribution
of the added capacity
at the end of 2016
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