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The Board of Directors of the Saudi Electricity Company (SEC) is pleased to present to the shareholders the annual report 
of the company›s performance and financial results for the fiscal year ended 2018/12/31, which was achieved thanks to 
God and thanks to the efforts exerted by all the activities of the company to improve its performance and capabilities and 
achieve the aspirations of its shareholders and gain the confidence of all subscribers and customers.
The report includes a detailed summary of the company›s performance and addresses the strategic orientation and efforts 
adopted by the company in the social responsibility and the localization of industries and conservation of the environment 
and programs developed for the benefit of employees. The report also accompanies the audited final accounts of the 
company and accompanying notes and the report of the External Auditor for the year 2018.
The report also contains a summary of the level of implementation of corporate governance and related disclosures, 
such as the composition of the Board of Directors, its functions, the structure of its committees and functions, and the 
remuneration of board members and senior executives.
This report was prepared in accordance with the requirements of the Capital Market Authority (CMA) in Article (90) of the 
Corporate Governance Regulations, the rules for the issuance of securities and the continuous obligations, and the system 
of companies, controls and regulatory procedures issued to implement the system of companies of listed companies.
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Chairmanʼs speech

Due to the great attention paid to the electrical energy industry 
in our beloved Kingdom by the leadership of our leadership, 
and the subsequent positive transformations in 2018. These 
transformations and initiatives resulted in decisions and 
projects that represent a strong start to the company›s new 
directions and future plans in the coming period. I am sure 
that it is still too early to see all the ambitious results of these 
transformations or the full picture that the Governing Council 
is aiming at for this pioneering edifice locally, regionally 
and globally, especially as these achievements represent a 
beginning for us and we seek to reach its significant impact on 
the update and development of all sectors of the Company and 
the aspirations of more than (9.4) million subscribers in order 
to obtain a high-reliability electrical service accompanied by 
rationalization of electricity consumption, in accordance with 
the highest international safety standards and in accordance 
with the expectations of the shareholders of the company.
From this perspective, the Board of Directors has been keen 
to keep pace with all plans for transformation and change 
in the performance of the Saudi Electricity Company with 
the vision of the Kingdom 2030, and the requirements of 
economic growth and housing and urban expansion, and 

accompanied by the expansion of the increase in demand for 
electricity, The wise government led by the Custodian of the 
Two Holy Mosques, King Salman bin Abdulaziz Al-Saud-God 
bless him, and His Highness the Crown Prince Mohammed 
bin Salman-God bliss him, and their aspirations to become 
the Kingdom of the world›s best economies; supported by 
promising economic thought, accumulated national and 
technical expertise Which are localized locally to transform 
the Kingdom into a distinct regional hub in the electrical 
energy industry.
Over the past few years, the company has made significant 
strides in implementing its long-term strategy for localization 
of these industries. It has succeeded in raising the percentage 
of purchases from national factories to (68%) over the past 
four years, enhancing the capabilities of local manufacturers 
and national companies, supporting the work opportunities 
for the national cadres and competencies in the long term, in 
light of the company›s keenness to strengthen the capabilities 
of Saudi cadres in this field, especially as it employs more 
than 34 thousand employees, of whom the Saudis (92%), one 
of the highest rates of nationalization between companies in 
the Kingdom.
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Dr. Khalid bin Saleh Al-Sultan
Chairman of the Board

From the first moment, the Board of Directors has taken serious 
and deliberate steps to develop this pioneering national edifice in 
the field of manufacturing of the electrical energy in the Middle East 
and North Africa (MENA). Among these steps is the establishment 
of the Saudi Company for Energy Production affiliated with Saudi 
Electricity Company, to increase operational efficiency and optimum 
utilization of resources, and to achieve the best results, both for the 
company and its shareholders, or for subscribers. Any one follows 
up the company›s track record and achievements in 2018 can 
recognize the tremendous growth in all its operations and activities, 
its role in meeting the needs of its electrical energy users efficiently 
and reliably, and its plans to execute large scale projects in line with 
the country›s plans to reduce the dependence on fuel equivalent for 
power generation And the trend towards the use of renewable energy 
in electricity generation, in addition to starting to shift towards smart 
grids in the field of transmission and distribution of electricity.
The year 2018 witnessed a remarkable increase in the performance 
of the electrical system and the achievements of the company. The 
value of the company›s assets increased by about SR (19.5) billion 
to be SR (456) billion. The generation activity was able to reach the 
available power capacity to about (80) gigawatt of electricity (39.9%), 
in addition to the improvement of thermal efficiency to produce the 
electrical energy at the level of the electricity sector to reach (30.9%) 

and saving of (33) million barrels of oil equivalent and (17) million 
barrels of diesel as part of the company›s plans to keep pace with 
the State›s tendency to reduce dependence on liquid fuel and diesel.
Many achievements were detailed in the report and the various 
projects carried out by the company during the whole year. These 
projects and achievements would not have been achieved without 
the success from God, then the efforts of the sons of this homeland 
from the leaders and employees of Saudi Electricity Company, and 
their efforts and distinguished work contributed In the achievement 
of this leading position of the Saudi Electricity Company among its 
peers of companies, and the great support and continuous support 
of HE Eng. Khalid bin Abdulaziz Al-Falih, Minister of Energy, Industry 
and Mineral Resources, to all the plans and projects of the Company.
On the occasion of this final report and on behalf of my colleagues 
and members of the Board of Directors, I would like to extend my 
heartfelt thanks and appreciation to the Custodian of the Two 
Holy Mosques King Salman bin Abdulaziz and His Crown Prince 
Mohammed bin Salman-God bless them- for their unstinting 
support. To the company, which contributed to the achievement of 
these achievements; asking God Almighty to help us all to achieve 
more achievements and construction and development in the field 
of electric power industry to support the development process in the 
Kingdom.
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1- Provisions of Corporate Governance Regulation that haven›t been applied and the reasons for doing so:

The Company applies all provisions mentioned in the corporate governance regulation issued by the Capital Market Authority, except the provisions mentioned below:

Article Paragraph Provision of article/paragraph Reasons for non-application

71 1
To develop a comprehensive risk management strategy and policies in accordance with 

the nature and size of the company's activities and verify their implementation, review and 
updating based on the internal and external variables of the Company.

Reference paragraph 

87 -
The General Assembly shall, upon the proposal of the Board of Directors, establish a policy 

to ensure the balance between its objectives and the objectives the society aspires to 
achieve, with a view to developing the social and economic conditions of society.

Reference article

89 3 The website of the company includes all the information to be disclosed, or any other data 
or information published through means of disclosure. Reference article

Article Paragraph Provision of article/paragraph Reasons for non-application
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2- Names of members of the Board of Directors, members of the committees, executive management, their current and previous positions, their qualifications and experiences

A) Members of the Board of Directors and its committees (Whose memberships expired on 21/01/2018AD)  

Experiences Qualifications Previous positionsCurrent positionsNameS. N.

 In the field of (Electricity, energy,
researches and standard specifications)

 PhD of Electrical
 engineering

 Undersecretary of Ministry of Water
 and Electricity for Electricity Affairs

 Undersecretary of Ministry of
 Energy, Industry and Mineral

Resources for Electricity Affairs
Saleh bin Hussein Al-Awaji1

Saudi Aramco-Executive Management
 Saudi Electricity Company in the Eastern

Region-Director-General

 Bachelor of
 Petroleum

 Engineering
Management

 Retired RetiredSulaiman bin Abdullah Al-Qadi2

 Career progression in Saudi Aramco
Company in many fields

 Master of Electrical
 Engineering

 Vice Chairman of electricity sector
in Saudi Aramco RetiredEssam bin Elwan Al-Bayat3

Undersecretary of Ministry of Finance Master of Economics
 Assistant undersecretary of

 Ministry of Finance for Budget
Affairs

 Undersecretary of Ministry of
 Finance for Financial Affairs and

Accounts
Saleh bin Saad Al-Mehana4

King Saud University PhD of Public
Administration Retired RetiredSaud bin Mohammed

 Al-Namer5

 Since 1400H till now at
King Abdulaziz University

 PhD of Electrical
 Engineering

 Dean of Scientific Research- King
Abdulaziz University

 Vice Chairman for Postgraduate
Studies-King Abdulaziz UniversitySaud bin Abdulaziz Al-Turki6

Since 1406H till now at Saudi Aramco Bachelor of Electrical
 Engineering

 Manager of Services  and
 Consultancies Department- Saudi

Aramco

 Manager of Energy Systems
Department- Saudi Aramco

 Abdul-Hamid bin Ahmed
Al-Omair7

Saudi Aramco
 Bachelor of
 Mechanical
Engineering

 RetiredRetiredAli bin Ahmed Al-Suwaid8

Since 1991AD till now at Riyad Bank Bachelor of
 ComputerCEO-Riyad BankCEO-Riyadh Bank Abdul-Majid bin Abdullah

Al-Mubarak9

Experiences Qualifications Previous positionsCurrent positionsNameS. N.
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B) Members of the board of directors and its committees (Whose memberships started on 21/01/2018 AD)

S. N. Name Current positions Previous positions Qualifications Experiences 

1 Khalid bin Saleh Al-Sultan 
Head of King Abdullah City 
of Atomic and Renewable 

Energy

Manager of King Fahd 
University of Petroleum & 

Minerals 

PhD in Industrial Engineering 
and Operations Researches  

Multiple experiences in the field of 
memberships of Boards of Directors and 

academic field

2 Najm bin Abdullah Al-Zaid

Co-founder of Al-Zaid, 
Aal-Sheikh and Al-Rashid 

Attorney and Legal 
Consultancies Company

CEO of Governance and Legal 
Department at Al-Rajhi Bank

PhD in Law

·	Member of Board of Capital Market 
Authority.
·	Member of Boards of Director of many 
companies and bodies in various sectors 
and he has various experiences in legal and 
organizational affairs, risks and governance. 
·	General legal consultant at Capital Market 
Authority.
·	Member of technical team representing the 
Kingdom of Saudi Arabia in the negotiation of 
joining World Trade Organization 2005AD.
·	Legal consultant in the legal department of 
Islamic Development Bank Group.
·	Legal consultant in the legal department of 
International Bank Group in Washington. 
·	Member of Commission for Investigation 
and Prosecution. 

3 Essam bin Elwan Al-Bayat Retired 
Vice Chairman of electricity 

sector in Saudi Aramco
Master of Electrical 

Engineering 
Career progression in Saudi Aramco 

Company in many fields

4 Gérard Mestrallet

Chairman of Suez Company
CEO of French Agency for 

Al-Ola Region Development 
Project in Saudi Arabia.

CEO of Belgium General 
Organization

Chairman of Engie

Technical science, civil 
aviation engineering, 
National Institute of 

Management 

He has multiple experiences in the field of 
industry, energy and environment 

5
Abdulaziz bin Fahd 

Al-Khayal
Retired 

Senior deputy of Executive 
Chairman at Saudi Armco for 

Industrial Relations 

Master of Business 
Administration 

Career progression at Saudi Aramco 
Company in multiple fields 

S. N. Name Current positions Previous positions Qualifications Experiences 



Report of the Board of Directors 2018 15

S. N. Name Current positions Previous positions Qualifications Experiences 

6 Abdul-Karim bin Ali Al-Ghamdi Saudi Aramco Company Saudi Aramco Company 
Master of Chemical 

Engineering   

Saudi Aramco-Vice Chairman of Energy 
Systems at Saudi Aramco and membership of 
multiple companies

7 Abdul-Malek bin Abdullah Al-Hoqail 
Membership of Boards of 
Directors and professional 

consultancies 

Vice Chairman of Al-Faisalia 
Group and CFO

PhD in Accounting

A member in many public joint-stock and 
unlisted companies in different sectors and 
he has various experiences in the field of 
strategic and financial planning, corporate 
finance, audit, governance, Zakat and tax. 

8 Raed bin Nasser Al-Rayes
Consultant of H.E. Minister of 
Energy, Industry and Mineral 

resources

Vice Chairman and Director-
General of Arab Petroleum 
Investments Corporation 

(APICORP) 

PhD in Business 
Administration

Master in Business 
Administration 

He has multiple memberships in the Boards 
of Directors and multiple experiences in the 
field of financial works.

9 Rashid bin Ibrahim Sherif

Head of Public Administration 
of Investments in local 

companies-Public 
Investments Fund

Executive Chairman of 
Financial Riyadh Company

Master of Business 
Administrations  

He has multiple memberships in the Boards 
of Directors and multiple experiences in the 
field of financial works.

10
Ziad bin Mohammed Al-Shiha

Member of Executive committee -
Executive Chairman of Saudi 

Electricity Company till 
15/11/2018AD

Bachelor of Electrical 
Engineering-King 
Fahd University of 

Petroleum & Minerals 
Master of Electrical 
Engineering, Rice 
University, USA

Master of Business 
Administration, 
Massachusetts 

Institute of 
Technology

Vice Chairman of Planning, Petron Company, 
Philippines

Member of the Board of Directors of Petron 
company, Philippines

Member of the Board of Directors of Saudi 
Electricity Company

Member of Board of Directors of Modon 
Authority

Member of the consulting council of the Capital 
Market Authority

Member of the Board of Directors of the High 
Commission for the Development of Arriyadh

Member of the Board of Directors of Green 
Buildings

Member of the Board of Directors of TAQNIA 
Co.

S. N. Name Current positions Previous positions Qualifications Experiences 
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S. N. Name Current positions Previous positions Qualifications Experiences

11

Walid bin Ibrahim Shoukri 
Member of Audit 

Committee

Member of Board of Directors 
of Al-Hokair Tourist and 
Development Co., Saudi 

Company for Mechanical 
Industries, Member of Board 
of Directors of Kanoo Group, 

Member of Board of Directors 
of Takween Company, 

Member of Board of Directors 
of Maaden Company.

Main partner, Saudi PwC 
(2008-2010AD), Leading 

team of Middle East, PwC, 
administrative partner Saudi 

PwC (2006-2008AD)

Bachelor in Industrial 
Administration from King 

Fahd University of Petroleum 
and Minerals, Certified Public 

Accountant «CPA», Saudi 
Organization for Certified Public 

Accountants «SOCPA»    

He has multiple experiences in the field 
of financial and accounting works and 

membership of multiple companies and 
auditing committees.

12

Yehia bin Ali Al-Jabr
Member of Audit 

committee  
Professor  

Deputy Secretary-General 
of Saudi Organization for 

Certified Public Accountants
PhD in Accounting

In the field of financial accounting 
and memberships of scientific and 

professional committees.

13

Sulaiman bin Abdulaziz 
Al-Twaijri

Member of Audit 
Committee

Associate professor in the 
Department of Accounting, 

King Fahd University of 
Petroleum and Minerals

Executive Chairman of 
Amiantit Company Group-

Dammam  
PhD in Accounting 

He has multiple experiences in the field 
of financial and accounting works and 
membership of multiple companies, 

audit committees and academic field.

14

Mohamed bin 
Abdulrahman Al-Bulaihd 

Member of Executive 
Committee

Vice Chairman in Public 
Investment Fund

Assistant manager in Sanabel 
for Investment

Bachelor of Financial 
Administration, Certified Financial 

Analyst (CFA)  

He has multiple experiences in the field 
of special capital, projects financing and 
membership of multiple companies and 

committees.

S. N. Name Current positions Previous positions Qualifications Experiences
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S. N. Name Current positions Previous positions Qualifications Experiences 

1
Ziad bin Mohammed 

Al-Shiha 
-

Executive Chairman of 
Saudi Electricity Company 

till 15/11/2018AD

Bachelor of Electrical 
Engineering

King Fahd University of 
Petroleum and Minerals 

Master of Electrical 
Engineering, Rice 
University, USA

Vice Chairman of Planning, Petron Company, 
Philippines

Member of the Board of Directors of Petron company, 
Philippines

Member of the Board of Directors of Saudi Electricity 
Company

Member of Board of Directors of Modon Authority
Member of the consulting council of the Capital 

Market Authority
Member of the Board of Directors of the High 
Commission for the Development of Arriyadh

Member of the Board of Directors of Green Buildings
Member of the Board of Directors of TAQNIA Co.

2
Fahd bin Hussein 

Al-Sidairi 

Executive Chairman Designate
Date of appointment

16/11/2018AD 

Vice Executive Chairman 
and CFO of Saudi 

Electricity Company

Bachelor of Accounting 
Science- University of North 

Dakota, USA

Head of Treasury Sector- Saudi Electricity
Senior accountant and chief accountant- Eastern 

Electricity
Administrative manager, Cash and Insurance, Eastern 

Electricity
Assistant manager of Treasury Department-Saudi 

American Bank (SAMBA)
Chief treasurer and head of treasury- Riyad Bank

Manager of Al-Jubail Industrial City branch-Riyad Bank
Assistant manager of Dammam Regional Branch-

Riyad Bank

3
Laith bin Ahmed 

Al-Bassam
Executive Chairman of 

National Grid SA

Vice Chairman of 
planning

National Grid SA 

Bachelor of electrical 
engineering  

Member of the two Boards of Directors of Dawiyat 
Company

Member of Arab Union of Electricity

4
Osama bin Abdulwahab 

Khawandanah
Executive Chairman of Saudi 

Company for Energy Purchase

Senior vice Chairman 
for Energy purchase 

and partnerships-Saudi 
Electricity Company

Master of Accounting, Ball 
State University, USA

Bachelor of Accounting, 
San Diego State University, 

USA  

Member of the two Boards of Directors of Saudi 
Company for Energy Purchase

Chairman of the Board of Directors of Green Saudi 
Company for Carbon Services. 

C) Executive management 

S. N. Name Current positions Previous positions Qualifications Experiences 
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S. N. Name Current positions Previous positions Qualifications Experiences

5 Ahmed bin Abbas 
Sindi 

Executive Chairman-
Dawiyat Integrated 

Telecommunications & 
Information Technology 

Company

Executive chairman-Dawiyat 
Company

Executive chairman- Atheeb 
Telecommunications 

Company
Deputy Governor of 

Telecommunications and 
Information Technology 

Authority
Executive chairman-Global 

Star Co. (High Star) for 
Satellite Communications

PhD of Industrial 
Engineering and operations 
University of Michigan-Ann 

Arbor

Member of the Board of Directors of Dawiyat 
Integrated Co.

Member of the Board of Directors of GDH for 
Information Centers.

Member of the Board of Directors of Modon 

6 Khalid bin Saad 
Al-Rashid 

Executive Chairman of Saudi 
Electricity Company for 
Projects Development  

Head of Engineering and 
Generation Projects Sector-
Saudi Electricity Company

Bachelor of Electrical 
Engineering 

Company ABB from 1994 to 2005AD
Saudi Electricity Company from 2005 till now

7
Mansour bin 
Abdulrahman 

Al-Qahtani

Vice Executive Chairman of 
Distribution and Subscribers' 

Services
His relation was ended 
with the Company on 

17/04/2018AD

Head of Southern Sector for 
Distribution and Subscribers' 

Services- Saudi Electricity 
Company 

Master of Business 
Administration, USA
Bachelor of Systems 

Engineering, King Fahd 
University of Petroleum and 

Minerals   

Member of the Board of Directors of Dawiyat 
Company

Member of the Board of Directors of Hajr Electricity 
Production Company

Deputy director-general of Southern Electricity for 
technical affairs

Deputy director-general of Southern Electricity for 
region affairs

Deputy director-general of Southern Electricity for 
planning affairs

8 Khalid bin Hamad
 Al-Qanon

Vice Executive Chairman of 
Distribution and Subscribers' 

Services
Date of appointment

16/04/2018

Head of Middle Sector for 
Distribution and Subscribers' 

Services- Saudi Electricity 
Company

Master of Business 
Administration, Ireland

Bachelor of Electrical 
Engineering, King Fahd 

University of Petroleum and 
Minerals 

Experience of 31 years in multiple positions at Saudi 
Electricity Company.

Member of the Board of Directors of Modon.
Member of the Board of Directors of Dawiyat

Member of the Executive Committee at Saudi Energy 
Efficiency Center. 

S. N. Name Current positions Previous positions Qualifications Experiences
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S. N. Name Current positions Previous positions Qualifications Experiences

9
Khalid bin 

Abdulrahman 
Al-Toaimi

Vice Executive 
Chairman of 
Generation

Head of Eastern Sector for 
Generation-Saudi Electricity 

Company

Master of Electrical 
Engineering, Portland State 

University, USA

Member of the Board of Directors of Saudi Electric Services 
Polytechnic

Member of the Board of Directors of Saudi Electricity Company for 
Projects Development

Member of the Board of Directors of Fadhili Plant Project
Member of the Board of Directors of Green Saudi Company for 

Carbon Services
Member of the Board of Directors of Hajr Electricity Production 

Company.
Member of Consulting Council of University of Hafr Al-Batin

10
Abdulrahman bin 

Mohammed 
Al-Oubaid

Senior Vice Chairman 
of Human Resources

Head of Human Resources 
Regulation and Planning 
Sector-Saudi Electricity 

Company

Bachelor of Public 
Administration

Head of Committee of Human Resources Development-Arab Union 
of Electricity

Deputy chairman-Training Council for Energy Sector in the Kingdom
Member of the Board of Director-National Energy Academy
Member of the Board of Directors- Saudi Electric Services 

Polytechnic
Member of the Board of Directors- National Industrial Training 

Institute 

11
Faisal bin 

Mohammed 
Al-Lazzam

Senior Vice Chairman 
of Legal Affairs

Deputy Executive Chairman 
for Operations- Tawuniya 

Insurance
Master in Law

Member of the Board of Directors- Projects Development 
Company

Member of the Appellate Committee for adjudicating 
insurance disputes and violations. 

12
Hamoud bin Ouda 

Al-Ghoubaini

Senior Vice Chairman 
for Communications 
and Public Relations

Senior Vice Chairman-Saudi 
Electricity Company

Bachelor of 
ImamUniversity

Master of King Saud 
University

University of Hall, UK

Senior Vice Chairman for Communications and Public 
Relations

Vice Chairman- Mobily Company
Director-General of Relations-Mobily Company

Marketing director-Kingdom 

13
Sulaiman bin Ibrahim 

Al-Houbaishi

Senior Vice Chairman 
for Supply Services 

and Contracts

Head of Materials Sector-
Saudi Electricity Company

Bachelor of Industrial 
Administration-King Fahd 
University of Petroleum 

and Minerals 

Experience of 35 years in all works of supply chain 
management

Head of Excellence Initiative in Supply Chain (2014-2017)
Member of the Board of Directors of Electricity Company for 

Projects Development

14
Abdulwahab Hamza 

Bakr Khushaim 

Auditor-General of 
Internal Audit of Saudi 
Electricity Company

Head of Key Activities Audit 
Sector-Saudi Electricity 

Company
Bachelor of Accounting Saudi telecommunications from 1985AD till 1996AD

Saudi Electricity Company from 1996AD till now

S. N. Name Current positions Previous positions Qualifications Experiences
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S. N. Name Current positions Previous positions Qualifications Experiences

15
Ayesh bin Ayesh 

Al-Shemari

Senior Vice Chairman for 
Services

His relation was ended with the 
Company on 01/07/2018AD

Vice Executive 
Chairman for 

Generation-Saudi 
Electricity Company

Bachelor of Electrical 
Engineering

University of Wisconsin-
USA

Saudi Electricity Company

16
Ibrahim bin Abdullah

 Al-Sada
Head of Accounts Control 

Sector

Manager of 
Financial Accounts 
Department-Saudi 

Electricity Company

Bachelor of Accounting

Member of the Board of Directors of Dhuruma 
Electricity Company

Member of the auditing committee of Samba Bank
Member of the auditing committee of Al-Mourjan for 

Electricity Production Company
Fiscal year in Riyad Bank

17 Manesh Manshendia

Vice Executive Chairman, 
financial, planning and 

performance control (Acting)
Commencement date of 

assignment 16/11/2018AD

Head of Treasury 
Sector

Head of Companies' 
Financing and 

Treasury
Saudi Electricity 

Company

Master in Business 
Administration, major in 

financing, ICFAI University, 
Certified Financial Analysts 

Institute, India, 2006

1-Saudi Electricity Company
-(November 2018-Present time) Vice Executive 

Chairman-Financial, Planning and Performance Control 
(Acting)

-(January 2018-November 2018) Head of Treasury 
Sectory

-(January 2013-December 2017) Head of Companies 
Financing

-(April 2008-December 2012) Senior Financial Analyst
2.HDFC Assets Management Company, India

-(January 2006-February 2008) Director of Public 
Relations

S. N. Name Current positions Previous positions Qualifications Experiences
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Name

Names of companies in which 
the Member of the Board of 

Directors is a member in their 
current Board of Directors or 

one of its directors

Inside/Outside 
the Kingdom

Legal Entity (Listed 
Joint-Stock/Unlisted 
Joint Stock/Limited 
Liability Company)

Names of companies in which 
the Member of the Board of 

Directors is a member in their 
former Board of Directors or 

one of its directors

Inside/
Outside the 

Kingdom

Names of companies 
in which the Member of 
the Board of Directors is 
a member in its former 
Board of Directors or 
one of its directors

Saleh bin Hussein 
Al-Awaji

GCC Interconnection Authority
Inside the 
Kingdom

Joint-Stock Co. GCC Interconnection Authority
Inside the 
Kingdom

Joint-Stock Company

Sulaiman bin Abdullah 
Al-Qadi

Saudi United Cooperative 
Insurance Company

Inside the 
Kingdom

Joint-Stock Co.
Saudi United Cooperative 

Insurance Company
Inside the 
Kingdom

Joint-Stock Company

Basic Chemical Industries
Inside the 
Kingdom

Joint-Stock Co. Basic Chemical Industries
Inside the 
Kingdom

Joint-Stock Company

Chemical Development Co.
Inside the 
Kingdom

Unlisted Joint-Stock Chemical Development Co.
Inside the 
Kingdom

Unlisted Joint-Stock

Al-Awwal Bank
Inside the 
Kingdom

Joint-Stock Co. Al-Awwal Bank
Inside the 
Kingdom

Joint-Stock Company

Abdul-Majid bin 
Abdullah Al-Mubarak

Al-Oula Real Estate 
Development

Inside the 
Kingdom

Unlisted Joint-Stock
Al-Oula Real Estate 

Development
Inside the 
Kingdom

Unlisted Joint-Stock

Reaya Medical Service Co.
Inside the 
Kingdom

Joint-Stock Co. Reaya Medical Service Co.
Inside the 
Kingdom

Joint-Stock Co.

Riyad Capital Company
Inside the 
Kingdom

Unlisted Joint-Stock Riyad Capital Company
Inside the 
Kingdom

Unlisted Joint-Stock

Saleh bin Saad 
Al-Mehana

Arab Bank-Amman-Jordan
Outside the 

Kingdom
Joint-Stock Arab Bank-Amman-Jordan

Outside the 
Kingdom

Joint-Stock Co.

Saudi Global Ports Co.
Inside the 
Kingdom

L.L.C Saudi Global Ports Co.
Inside the 
Kingdom

L.L.C

3- Names of the companies inside or outside the Kingdom in which the Member of the Company›s Board of Directors is a member in its current or former Boards of Directors or one 
of their directors: 
A- Members of the Board of Directors whose memberships expired on 21/01/2018AD and they have memberships inside or outside the Kingdom:

Name

Names of companies in which 
the Member of the Board of 

Directors is a member in their 
current Board of Directors or 

one of its directors

Inside/Outside 
the Kingdom

Legal Entity (Listed 
Joint-Stock/Unlisted 
Joint Stock/Limited 
Liability Company)

Names of companies in which 
the Member of the Board of 

Directors is a member in their 
former Board of Directors or 

one of its directors

Inside/
Outside the 

Kingdom

Names of companies 
in which the Member of 
the Board of Directors is 
a member in its former 
Board of Directors or 
one of its directors
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Name

Names of companies in which the 
Member of the Board of Directors is 
a member in their current Board of 

Directors or one of its directors

Inside/Outside 
the Kingdom

Legal Entity (Listed 
Joint-Stock/Unlisted 
Joint Stock/Limited 
Liability Company)

Names of companies in 
which the Member of the 

Board of Directors is a 
member in their former 

Board of Directors or one 
of its directors

Inside/
Outside the 

Kingdom

Names of companies in 
which the Member of the 

Board of Directors is a 
member in its former Board 

of Directors or one of its 
directors

Khalid bin Saleh 
Al-Sultan

Saudi Development and Technical 
Investment Company

Inside the 
Kingdom

Closed Joint-Stock Saudi Aramco Company
Inside the 
Kingdom

Closed Joint-Stock

Najm bin Abdullah 
Al-Zaid

Gulf International Bank (Bahrain) 
Outside the 

Kingdom
Closed Joint-Stock

Gulf International Bank (Kingdom of 
Saudi Arabia)

Inside the 
Kingdom

Closed Joint-Stock

The Mediterranean & Gulf Insurance 
Co. (Medgulf)

Inside the 
Kingdom

Listed Joint-Stock

Raed bin Nasser 
Al-Rayes

Awqaf Investment Co.
Inside the 
Kingdom

Closed Joint-Stock

Gérard Mestrallet

Engie
Outside the 
Kingdom

Suez
Outside the 
Kingdom

Societe Generale SA
Outside the 
Kingdom

Siemens AG
Outside the 
Kingdom

B-Members of the Board of Directors whose memberships started on 21/01/2018AD and they have memberships inside or outside the Kingdom:

Name

Names of companies in which the 
Member of the Board of Directors is 
a member in their current Board of 

Directors or one of its directors

Inside/Outside 
the Kingdom

Legal Entity (Listed 
Joint-Stock/Unlisted 
Joint Stock/Limited 
Liability Company)

Names of companies in 
which the Member of the 

Board of Directors is a 
member in their former 

Board of Directors or one 
of its directors

Inside/
Outside the 

Kingdom

Names of companies in 
which the Member of the 

Board of Directors is a 
member in its former Board 

of Directors or one of its 
directors
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Name

Names of companies in which the 
Member of the Board of Directors is 
a member in their current Board of 

Directors or one of its directors

Inside/Outside 
the Kingdom

Legal Entity (Listed 
Joint-Stock/Unlisted 
Joint Stock/Limited 
Liability Company)

Names of companies in 
which the Member of the 

Board of Directors is a 
member in their former 

Board of Directors or one 
of its directors

Inside/
Outside the 

Kingdom

Names of companies in 
which the Member of the 

Board of Directors is a 
member in its former Board 

of Directors or one of its 
directors

Rashid bin 
Ibrahim Sherif 

Al-Ahli Commercial Bank
Inside the 
Kingdom 

Public Joint-Stock
Roa'a Al-Madina Co. 

(Formerly) 
Inside the 
Kingdom 

Accorinvest Co.
Outside the 

Kingdom
Tahakom Investment 

Management (Formerly)

Management & Development of 
King Abdullah Financial District Co.

Inside the 
Kingdom 

Saudi Telecom Co.
Inside the 
Kingdom 

Public Joint-Stock

Essam bin Elwan 
Al-Bayat

S-oil (South Korea) 
Outside the 

Kingdom
Listed Joint-Stock

Motive (USA)
Outside the 

Kingdom

Abdul-Malek bin 
Abdullah 

Al-Houqail

Saudi Maritime Transport Company
Inside the 
Kingdom 

Public Joint-Stock
Philips Health Care Saudi 

Arabia Co.
Inside the 
Kingdom

L.L.C

Al-Enma Investment
Inside the 
Kingdom

Closed Joint-Stock Saudi Accenture Company
Inside the 
Kingdom

L.L.C

Americana Kuwait Food Company
Outside the 

Kingdom
Closed Joint-Stock

Electronic & Systems 
Holding Company

Inside the 
Kingdom

L.L.C

National Chemical Transport Co. 
Inside the 
Kingdom

Closed Joint-Stock

Name

Names of companies in which the 
Member of the Board of Directors is 
a member in their current Board of 

Directors or one of its directors

Inside/Outside 
the Kingdom

Legal Entity (Listed 
Joint-Stock/Unlisted 
Joint Stock/Limited 
Liability Company)

Names of companies in 
which the Member of the 

Board of Directors is a 
member in their former 

Board of Directors or one 
of its directors

Inside/
Outside the 

Kingdom

Names of companies in 
which the Member of the 

Board of Directors is a 
member in its former Board 

of Directors or one of its 
directors
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Name

Names of companies in which 
the Member of the Board of 

Directors is a member in their 
current Board of Directors or 

one of its directors

Inside/Outside 
the Kingdom

Legal Entity (Listed 
Joint-Stock/Unlisted 
Joint Stock/Limited 
Liability Company)

Names of companies in which 
the Member of the Board of 

Directors is a member in their 
former Board of Directors or 

one of its directors

Inside/Outside 
the Kingdom

Names of companies 
in which the Member of 
the Board of Directors is 
a member in its former 

Board of Directors or one 
of its directors

Abdul-Karim Ali 
Al-Ghamdi

Fadhili Plant Cogeneration 
Company

Inside the 
Kingdom

L.L.C Saudi Aramco Company
Inside the 
Kingdom

National Energy Academy 
Inside the 
Kingdom

Non-profit Company
Electricity & Water Facilities Co. 

in Jubail and Yanbu
Inside the 
Kingdom

Closed Joint-Stock 
Company

Aramco Energy Company
Inside the 
Kingdom

Abdulaziz bin  
Fahd Al Khayal

Halliburton
Outside the 

Kingdom
Listed Joint-Stock Saudi Aramco

Inside the 
Kingdom

Unlisted Joint-Stock

Marathon Petroleum 
Outside the 

Kingdom
Listed Joint-Stock Petron 

Outside the 
Kingdom

Listed Joint-Stock

Petro Rabigh
Inside the 
Kingdom

Listed Joint-Stock

International Bahrain Villa
Inside and 
outside the 
Kingdom

L.L.C

Korean S-oil
Outside the 

Kingdom
Listed Joint-Stock

Name

Names of companies in which 
the Member of the Board of 

Directors is a member in their 
current Board of Directors or 

one of its directors

Inside/Outside 
the Kingdom

Legal Entity (Listed 
Joint-Stock/Unlisted 
Joint Stock/Limited 
Liability Company)

Names of companies in which 
the Member of the Board of 

Directors is a member in their 
former Board of Directors or 

one of its directors

Inside/Outside 
the Kingdom

Names of companies 
in which the Member of 
the Board of Directors is 
a member in its former 

Board of Directors or one 
of its directors
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4-Composition of the Board of Directors and Classification of their memberships: 

The Company›s Board of Directors consists of six non-executive members, three independent members and the names of members of the Board of Directors and the classification of 
their memberships in the Company are as follows:

S. N. Name
Classification of membership 

Note

Executive Non-executive Independent

1 Saleh bin Hussein Al-Awaji ü

Their memberships in the Board of Directors were expired on 
21/01/2018AD

2 Sulaiman bin Abdullah Al-Qadi ü

3 Yusuf bin Abdulaziz Al-Turki ü

4 Abdul-Majid bin Abdullah Al-Mubarak ü

5 Saleh bin Saad Al-Mehana ü

6 Abdul-Hamid bin Ahmed Al-Omair ü

7 Ali bin Ahmed Al-Sewaid ü

8 Saud bin Mohammed Al-Namer ü

9 Essam bin Elwan Al-Bayat ü

1 Khalid bin Saleh Al-Sultan ü

They joined the membership of the Board of Directors on 
21/01/2018AD

2 Najm bin Abdullah Al-Zaid ü

3 Abdulaziz bin Fahd Al-Khayal ü

4 Abdullah bin Abdullah Al-Hoqail ü

5 Rashid bin Ibrahim Sherif ü

6 Raed bin Nasser Al-Rayes ü

7 Gérard Mestrallet ü

8 Abdul-Karim bin Ali Al-Ghamdi ü

9 Essam bin Elwan Al-Bayat His membership was changed from non-executive to independent on 21/01/2018AD

S. N. Name
Classification of membership 

Note

Executive Non-executive Independent
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5- Actions taken by the Board of Directors 

to inform its members, especially non-executives, of shareholders› 

proposals and their comments about the Company and its 

performance.

During the year 2018, the Company did not receive any suggestions 

or observations from the shareholders of the Company regarding its 

performance.

6- Brief description of the functions and functions of the committees:

The Board of Directors will have four permanent committees during 

2018:

1. Audit Committee.

2. The Executive Committee.

3. Nominations, Remuneration and Human Resources Committee.

4. Risk and Compliance Committee.

   The following is a summary of the standing committees of the Board 

of Directors in 2018:
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1. Audit Committee:
The Audit Committee consists of (5) members (non-executive), including 4 members 
specialized in financial and accounting affairs. The General Assembly of the Company 
approved the Board›s proposal on the rules of selection of members, duration of their
memberships, work approach of the committee and remunerations of its members. During

the year 2018, the Audit Committee held (10) meetings and the following table shows the 
names of the members of the Audit Committee and the number of times of attendance and 
the date of the meetings of each of them:

Name Nature of membership

Number of meetings (10) meeting/Date of their convocation 

1 2 3 4 5 6 7 8 9 10

21
/0

2

01
/0

3

18
/0

3

26
/0

4

05
/0

5

05
/0

6

26
/0

7

03
/0

9

08
/1

1

19
/1

2

Abdul-Malik bin Abdullah Al-Hoqail Chairman ü ü ü ü ü ü ü ü ü ü

Essam bin Elwan Al-Bayat Vice chairman ü ü ü ü ü ü ü ü ü ü

Yehia bin Ali Al-Jabr Member ü ü ü ü ü ü ü ü ü ü

Sulaiman bin Abdulaziz Al-Twaijri Member ü ü ü ü ü ü ü ü ü ü

Walid bin Ibrahim Shoukri Member ü ü ü ü ü ü ü ü ü ü

Attendance       Non-Attendance x

Name Nature of membership

Number of meetings (10) meeting/Date of their convocation 

1 2 3 4 5 6 7 8 9 10

21
/0

2

01
/0

3

18
/0

3

26
/0

4

05
/0

5

05
/0

6

26
/0

7

03
/0

9

08
/1

1

19
/1

2
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The Audit Committee is responsible for monitoring the company›s business and verifying 
the integrity of its financial statements and internal control systems, the Committee›s 
tasks include, in particular, the following:

A-Financial reports:
• Examining the company›s interim and annual financial statements before presenting 
them to the Board of Directors and expressing its opinion and recommendations in order to 
ensure their integrity, fairness and transparency.
• Providing technical opinion at the request of the Board of Directors whether the Board 
of Directors› report and financial statements are fair, balanced and understandable and 
include information that allows shareholders and investors to evaluate the Company›s 
financial position, performance, work model and strategy.
• Examining any important or unusual issues contained in financial reports.
• Investigating carefully any matters raised by the Company›s CFO, or the officer or the 
Compliance Officer of the Company or the Auditor.
• Verifying accounting estimates on material issues in the financial reports.
• Studying the accounting policies used in the company and expressing an opinion and 
recommending to the Board of Directors.

B. Internal Audit:
• Studying and reviewing the internal control, financial and risk management systems of 
the company.

• Studying the internal audit reports and following up the implementation of corrective 
measures for the notes contained therein.
• Controlling and supervising the performance and activities of the internal auditor and 
the internal audit department of the company, if any, to ascertain the availability and 
effectiveness of the necessary resources in the performance of the work and the tasks 
assigned to it. If the company does not have an internal auditor, the committee should 
recommend to the Board the need for its appointment.
• Recommend to the Board of Directors to appoint the Director of the internal audit unit or 
department or the internal auditor and propose his remuneration.

C. Auditor:
• Recommending to the Board of Directors the nomination and dismissal of auditors, the 
determination of their fees and the evaluation of their performance, after verifying their 
independence and reviewing the scope of their work and the terms of their contract.
• Verifying the independence, objectivity and fairness of the auditor, and the effectiveness 
of audit work, taking into account relevant rules and standards.
• Reviewing the audit plan of the company and its work, and verify the submission of 
technical or administrative works beyond the scope of the audit work, and make comments 
thereon.
• Answering the inquiries of the company›s auditors.
• Studying the auditor›s report and his observations on the financial statements and 
following up on what was taken on them.
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2. Executive Committee:
The Committee consists of (6) members, and was restructured by the Board of Directors› Resolution No. 10/166/2018, dated 19/11/2018 and the number of its members becomes (5) 
members **, the Committee held (10) meetings during 2018, and the following table lists the names of the members of the Executive Committee and the number of times of attendance 
and the date of each session:

Name Nature of 
membership

Number of meetings (10) meeting/Date of their convocation 

1 2 3 4 5 6 7 8 9 10

11
/0

1

31
/0

1

19
/0

2

20
/0

3

30
/0

4

15
/0

5

28
/0

8

03
/1

0

19
/1

1

18
/1

2

Saleh bin Hussein Al-Awaji Chairman ü

Their memberships expired on 21/01/2018AD

Saleh bin Saad Al-Mehana Vice chairman ü

Essam bin Elwan Al-Bayat Member ü

Abdul-Hamid bin Ahmed 
Al-Omair Member X

Abdul-Majid bin Abdullah 
Al-Mubarak Member ü

Khalid bin Saleh Al-Sultan Chairman

Their memberships 
started on 

23/01/2018AD

ü ü ü ü ü ü ü ü ü

Gérard Mestrallet Member ü ü ü ü X ü X ü ü

Abdul-Karim bin Ali 
Al-Ghamdi Member ü ü ü ü ü ü ü ü ü

Rashid bin Ibrahim Sherif Member ü ü ü ü X ü ü ü ü

Mohammed bin 
Abdulrahman Al-Bulaihd Member X ü ü ü X ü ü ü ü

Ziad bin Mohammed 
Al-Shiha* Member ü ü ü ü ü ü ü ü His membership expired on 

15/11/2018AD*

Fahd bin Hussein Al-Sedairi* Member His membership started on 16/11/2018AD ü **His membership ended on 
19/11/2018AD

*On 03/10/2018, the Board of Directors accepted the resignation of Engineer Ziad bin Mohammed Al Shiha, and assigned Mr. Fahd Al-Sudairy, instead of  him starting from 15/11/2018.

Attendance       Non-Attendance x

Name Nature of 
membership

Number of meetings (10) meeting/Date of their convocation 

1 2 3 4 5 6 7 8 9 10

01
/1

1

01
/3

1

02
/1

9

03
/2

0

04
/3

0

05
/1

5

08
/2

8

10
/0

3

11
/1

9

12
/1

8
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The Executive Committee shall:
• Review plans and studies related to the restructuring of the company›s activities.
• Review the general budget (capital and operational), projects proposed by executive 
management, as well as studies, plans, and financing methods related to them.
•  Review the company›s achievements compared to the approved budgets periodically. 
• Participate in the development of new strategic plans of the company and evaluate the 
proposals submitted by the Department for such plans, including opportunities for mergers 
and acquisitions and raise executive recommendations of the Board of Directors.
• Review the performance of the company based on the monthly management reports 
in light of the objectives set and measure performance by results, analysis and study of 
the main influences and indicators and developments related to its work and directing 

management accordingly.
•Make recommendations to the Board regarding loan and mortgage operations and 
collateral requirements.
•Review and evaluate proposals for new capital investments, approve projects within the 
Commission›s mandate, and make recommendations to the Council in this regard.
• Receive reports on all key decisions taken by the Company›s Management and make 
recommendations to the Board.
• Recommend to the Council all decisions that exceed its powers.
• Consider the Company›s matters referred by the Council.

3- The Nominations, Remunerations and Human Resources Committee:
The Nominations, Remunerations and Human Resources Committee consists of (5) members. During the year 2018, the Audit Committee held (10) meetings and the following table shows 
the names of the members of the Nominations, Remunerations and Human Resources Committee and the number of times of attendance and the date of the meetings of each of them:

Name Nature of membership

Number of meetings (10) meeting/Date of their convocation 

1 2 3 4 5 6 7 8 9 10

12
/0

2

17
/0

4

04
/0

9

10
/1

0

16
/1

0

24
/1

0

28
/1

0

04
/1

1

11
/1

1

18
/1

2

Abdulaziz bin Fahd Al-Khayal Chairman ü ü ü ü ü ü ü ü ü ü

Raed bin Nasser Al-Rayes Vice chairman ü ü ü ü ü ü ü ü ü ü

Khalid bin Saleh Al-Sultan Member ü ü ü X ü ü ü ü ü ü

Najm bin Abdullah Al-Zaid Member ü ü ü ü ü ü ü ü ü ü

Abdul-Karim bin Ali Al-Ghamdi Member ü ü ü X ü ü X X X X

Attendance       Non-Attendance x

Name Nature of membership

Number of meetings (10) meeting/Date of their convocation 

1 2 3 4 5 6 7 8 9 10

02
/1

2

04
/1

7

09
/0

4

10
/1

0

10
/1

6

10
/2

4

10
/2

8

11
/0

4

11
/1

1

12
/1

8
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The Nominations, Remuneration and Human Resources Committee is responsible for the 
following tasks:
• Preparing a clear policy for the remuneration of directors and committees emanating from 
the Board and executive management, and submit them to the Board for consideration 
in preparation for adoption by the General Assembly, taking into account the following 
standards related to performance, disclosure and verification of implementation.
• Clarifying the relationship between the bonuses awarded and the applicable bonus policy 
and indicate any material deviation from this policy.
•  Periodic review of the remuneration policy and evaluation of its effectiveness in achieving 
its objectives.
• Recommending to the Board of Directors the remuneration of the members of the Board 
of Directors, its committees and senior executives in accordance with the approved policy.
• Reviewing the bases of distribution of annual remunerations approved by the Board of 
Directors and recommending them to the Board of Directors.
• Proposing clear policies and criteria for membership in the Board of Directors and 
Executive Management.
• Recommending to the Board of Directors the nomination and re-nomination of members 
in accordance with the approved policies and standards, taking into account that non-
nomination of any person who convicted of a crime involving a breach of trust.
• Preparing a description of the capabilities and qualifications required for membership of 
the Board of Directors and occupy the functions of executive management.
• Determining the time a member should allocate to the work of the Board of Directors.
• Annual review of the necessary skills or experience requirements for board membership 
and executive management functions.
• Reviewing the structure of the Board and Executive Management and make 
recommendations on possible changes.
• Annual verification of the independence of independent members and the absence of any 
conflict of interest if the member is on the board of another company.
• Developing a functional description of executive members, non-executive members, 
independent members and senior executives.
• Establishing special procedures in the event of the vacancy of the status of a member of 
the Board of Directors or senior executives.
• Identifying weaknesses and strengths in the board of directors, and propose solutions to 
address them in line with the company›s interests.
• Reviewing general HR policies and regulations.
• Reviewing the salary scales, housing allowances and transportation of the company›s 

employees.
• Nominating the CEO of the Company, reviewing the annual allocations and remuneration, 
and recommending to the Board to extend its services.
• Reviewing the amendments to the organizational structure of the company.
• Reviewing the human resources regulations and regulations for retirement, health services, 
cooperative fund, savings and savings, and review the regulations governing the work and 
the sanctions and bonuses in the company approved by the Ministry of Labor.
• Reviewing the bases of annual bonuses for all employees of the company, and recommend 
to the Board of Directors thereon.
• Consideration of matters referred by the Council to it.
• Determining the qualifications required for the membership of each committee, especially 
the Audit Committee.
• Ensuring that there is an induction program for the new members of the board of the 
company and providing a continuous education program for all members of the council.
• The Committee shall ensure that the Chief Executive has formulated the procedures for 
the rapid and effective transfer of his responsibilities in the event of termination of his 
relationship with the Company. The Committee may review these procedures with the 
Chief Executive Officer and also obtain his recommendations on long-term succession 
arrangements.
• Preparation of standards for assessing and the performance of the CEO and notifying him 
of them.
• Assisting the Council in the preparation of standards to assess the performance of the 
President of the Council and the committees and their members and to take care of them.
• Reviewing and approving the Company›s objectives related to the CEO›s compensations. 
• Reviewing the performance of the CEO annually to ensure that he leads the company 
effectively.
• Reviewing management development programs and career replacement plans for senior 
executives in coordination with the CEO.
• Reviewing the objectives of the evaluation (including performance indicators) to be 
achieved within the remunerations and incentive programs.
• Preparing an annual report on the remuneration paid to the Executive Management for 
inclusion in the company›s annual report in accordance with applicable regulations and 
regulations.
• Reviewing the Committee›s performance at least annually to determine its effectiveness 
and agree on steps to improve the performance of its members.
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Name Nature of membership

Number of meetings (9) meeting/Date of their convocation 

1 2 3 4 5 6 7 8 9

15
/0

2

05
/0

4

24
/0

4

30
/0

5

28
/0

6

25
/0

7

15
/0

8

02
/1

0

11
/1

1

Najm bin Abdullah Al-Zaid Chairman ü ü ü ü ü ü ü ü ü

Raed bin Nasser Al-Rayes Vice chairman ü ü ü ü ü X ü ü ü

Essam bin Elwan Al-Bayat Member ü ü ü ü ü ü ü ü ü

Abdul-Malik bin Abdullah Al-Hoqail Member ü ü ü ü ü ü ü ü ü

The Risks and Compliance Committee is responsible for:
• Identifying and maintaining an acceptable level of risk to which the Company may be 
exposed and verify that the Company does not exceed it.
• Verifying the viability of the company and continuing its activity successfully, while 
identifying the risks that threaten its continuation over the next twelve months.
• Supervising the company›s risk management system and evaluating the effectiveness of 
the systems, mechanisms for identifying, measuring and monitoring the risks that may be 
exposed to the company, in order to identify deficiencies.
• Re-evaluating the company›s ability to take risks and exposure to them periodically (e.g. 
through stress testing).
• Preparing detailed risk exposure reports and proposed steps to manage these risks and 
submit them to the Board.
• Providing recommendations to the Board on risk management issues.
• Ensuring adequate resources and systems for risk management.
• Reviewing the organizational structure of risk management and make recommendations 
before it is approved by the Board.
• Verifying the independence of risk management personnel from activities that may result 
in exposure to the Company.
• Ensuring that risk management personnel understand the risks surrounding the company 
and work to increase awareness of the risk culture.
• Reviewing the issues raised by the Audit Committee that may affect the Company›s risk 

management.
• Developing a comprehensive risk management strategy and policies commensurate with 
the nature and size of the company›s activities, and verify their implementation, review and 
update based on the internal and external variables of the company.
• Reviewing authority matrix of the company and work to improve and develop as needed.
• Ensuring the effectiveness of the company›s procedures to identify risks and protect 
against claims and risks of non-compliance with regulations.
• Working with the executive management to develop compliance strategies and policies 
in the company, in proportion to the nature of the company›s activities and activities, and 
recommend them.
• Reviewing compliance strategies and policies periodically to ensure that they are 
appropriate for changes to the internal or external environment in which the company 
operates, legislation regulating its business or strategic objectives or otherwise, and 
recommend to the Board the proposed changes to these policies.
• Supervising the preparation of compliance reports according to the standards for preparing 
them, and recommend them to the Board.
• Reviewing the results of the reports of the regulatory bodies and verify that the company 
takes the necessary action.
• Filing the issues it deems necessary to be taken to the Council and make recommendations 
on the actions to be taken.

4- Risks and Compliance Committee:
The Risks and Compliance Committee consists of (4) members. During the year 2018, the Audit Committee held (9) meetings and the following table shows the names of the members of 
the Risks and Compliance Committee and the number of times of attendance and the date of the meetings of each of them:

Name Nature of membership

Number of meetings (9) meeting/Date of their convocation 

1 2 3 4 5 6 7 8 9

02
/1

5

04
/0

5

04
/2

4

05
/3

0

06
/2

8

07
/2

5

08
/1

5

10
/0

2

11
/1

1
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7- The means by which the Board of Directors relied on evaluating its performance and 
the performance of its committees and members:
The Board of Directors annually assesses the performance of the Board and the performance 
of its committees and members in order to improve the quality and effectiveness of its 
performance on an ongoing basis in accordance with the objectives it determines to achieve 
this by identifying the strengths and weaknesses of each of its members. Comprehensive 
and efficient Board of Directors.

8- Remunerations of members of the Board of Directors and Executive Management:
A) Remunerations Policy of members of the Board of Directors, its committees and the 
Executive Management:
Remunerations criteria
Without prejudice to the statutory requirements and the Company›s Articles of Association, 
and the requirements of the Corporate Governance Regulations, the remuneration of the 
Board of Directors and its subordinate committees and executive management shall be 
subject to the following criteria:
1.Consistent with the company›s strategy and objectives.
2.Remunerations shall be provided to encourage board members and executive 
management to make the company a success and long term development, such as linking 
the variable portion of the rewards to long-term performance.
3.Remuneration shall be determined based on the level of the post, the functions and 
responsibilities of the operator, the qualifications, the practical experience, the skills and the 
level of performance.
4.Consistent with the size, nature and degree of risk in the company.
5.Taking into account the practices of other companies in determining remuneration, while 
avoiding the unjustified increase in remuneration and compensation.
6.To aim at attracting, maintaining and motivating professional competencies, while not 
exaggerating them.
7.They shall be prepared in coordination with the Nominations, Remuneration and Human 
Resources Committee in the new appointments.

8.Organizing the granting of shares in the company to the members of the Board of Directors 
and Executive Management, whether a new issue or shares purchased by the company.
9.The remuneration shall be fair and proportionate to the terms of reference of the member 
and the duties and responsibilities undertaken by the members of the Board of Directors, in 
addition to the objectives set by the Board of Directors to be achieved during the financial 
year.
10.The remuneration shall be based on the recommendation of the Nomination, 
Remuneration and Human Resources Committee.
11.The remuneration shall be commensurate with the activity of the company and the skill 
required for its management.
12.Taking into account the sector in which the company operates and size and experience 
of the members of the Board of Directors.
13.The remuneration shall be reasonably sufficient to attract, motivate and retain members 
of the Board with the appropriate competence and experience.
14.A member of the Board of Directors may receive remuneration for his membership 
in the Audit Committee formed by the General Assembly or for any executive, technical, 
administrative or advisory work, under an additional professional license assigned to him 
by the Company, in addition to the remuneration that can be obtained as a member of the 
Board of Directors and in committees formed by the Board of Directors, in accordance with 
the Companies Regulations and the Statutes.
15.The remuneration of members of the Board of Directors may vary in size to reflect the 
extent of the member›s experience, the terms of reference, the tasks assigned to him, his 
independence, the number of meetings he attends and other considerations.
16.If the Audit Committee or the Board finds that the remuneration paid to any of the 
members of the Board of Directors or Executive Management is based on incorrect or 
misleading information presented to the General Assembly or included in the Annual Report 
of the Board of Directors, and the Company is entitled to ask for refunding it. 
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Remuneration of members of the Board of Directors and its committees
1.The remuneration of the member of the Board of Directors and all the benefits he receives, 
if any, shall be as approved by the Ordinary General Assembly in accordance with the official 
resolutions and instructions issued in this regard and within the limits prescribed by the 
Companies Law and Regulations.
2.The remuneration of a member of the Board of Directors may be a certain amount or 
attendance allowance for meetings, benefits in kind or a certain percentage of net profits, 
and two or more of these benefits may be combined.
3.If the remuneration is a certain percentage of the profits of the company, this percentage 
shall not exceed (10%) of the net profits after deducting the reserves decided by the General 
Assembly in application of the provisions of the Companies Law and the Company›s Articles 

of Association. (5%) of the paid-up capital of the Company, provided that the entitlement to 
such remuneration shall be commensurate with the number of meetings attended by the 
member, and any contrary assessment shall be null and void.
4.In all cases, the sum of the remuneration of a member of the Board of Directors shall 
not exceed the amount of five hundred thousand Riyals annually, in accordance with the 
regulations set by the competent authority.
5.The remuneration of independent directors shall not be a percentage of the profits achieved 
by the company or be directly or indirectly based on the profitability of the company.
6.In accordance with paragraph (1) of this Article, the remuneration and benefits of the 
members of the Board of Directors and its committees shall be according to the following 
table:

Executive Management Remunerations
In accordance with the procedures and standards adopted by the Board of Directors, the Company shall grant its senior executives specific financial advantages based on the salary scale 
and its approved policies. Executive management remuneration includes the following:
1- Basic salary. 
2-Medical insurance for him and his family. 
3-Transfer allowance. 
4- Housing allowance. 
5- Annual bonus linked to the performance indicators according to the annual evaluation in this regard. 
6- Long-term incentives, if any. 
7-Any other remuneration or allowances approved by the Board of Directors of the Company.

Payment of remunerations:
Remunerations - as provided in the Remunerations and Benefits Policy - shall be paid in Saudi Riyal or its equivalent in any other currency and payment shall be made by direct entry into 
the bank accounts specified by the person concerned.
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B) Remunerations of Members of the Board of Directors:

Fixed remunerations Variable remunerations
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**Sum total Expenses 
allowance

Sp
ec

ifi
c 

am
ou

nt

Al
lo

w
an

ce
 o

f A
tt

en
da

nc
e 

of
 

th
e 

Co
un

ci
l's

 s
es

si
on

s

In
-k

in
d 

be
ne

fit
s

To
ta

l a
llo

w
an

ce
s 

of
 a

tte
nd

in
g 

th
e 

Co
m

m
itt

ee
's 

se
ss

io
ns

Re
m

un
er

at
io

n 
of

 te
ch

ni
ca

l, 
ad

m
in

is
tr

at
iv

e 
an

d 
ad

vi
so

ry
 

w
or

ks

Re
m

un
er

at
io

n 
of

 th
e 

Ch
ai

rm
an

 o
r t

he
 M

an
ag

in
g 

Di
re

ct
or

 o
r t

he
 S

ec
re

ta
ry

 if
 

he
 is

 o
ne

 o
f i

ts
 m

em
be

rs

**
To

ta
l

Sh
ar

e 
of

 d
iv

id
en

ds

Pe
rio

di
ca

l r
em

un
er

at
io

ns

Sh
or

t-
te

m
 m

ot
iv

at
io

na
l 

pl
an

s

Lo
ng

-t
er

m
 m

ot
iv

at
io

na
l 

pl
an

s

Sh
ar

es
 g

ra
nt

ed
 (V

al
ue

s 
ar

e 
en

te
re

d)

To
ta

l

First: Non-executive members

1-Khalid bin Saleh 
Al-Sultan 415,000 39,000 54,000 0 81,000 1,200,000 1,781,000 0 0 0 0 0 1,781,000 103,531

2-Najm bin Abdullah 
Al-Zaid 415,000 39,000 57,000 0 26,000 0 526,000 0 0 0 0 0 526,000 0

3- Gérard Mestrallet 218,390 33,000 21,000 0 0 0 272,390 0 0 0 0 0 272,390 218,559

4-Abdul-Karim bin Ali 
Al-Ghamdi 365,000 39,000 42,000 0 12,000 0 458,000 0 0 0 0 0 458,000 91,752

5-Raed bin Nasser 
Al-Rayes 365,000 39,000 54,000 0 15,000 0 473,000 0 0 0 0 0 473,000 0

6-Rashid bin Ibrahim 
Sherif 218,846 33,000 24,000 0 0 0 275,846 0 0 0 0 0 275,846 0

Total 1,997,236 222,000 252,000 0 134,000 1,200,000 3,786,236 0 0 0 0 0 3,786,236 413,842

Second: Independent members:

1-Eassam bin Elwan 
Al-Bayat 365,000 39,000 57,000 0 88,960 0 549,960 0 0 0 0 0 549,960 190,237

2-Abdulaziz bin Fahd 
Al-Khayal 268,846 33,000 30,000 0 14,000 0 345,846 0 0 0 0 0 345,846 69,696

3-Abd El-Malik bin 
Abdullah Al-Hoqail 406,623 36,000 57,000 0 18,000 0 517,623 0 0 0 0 0 517,623 0

Total 1,040,469 108,000 144,000 0 120,960 0 1,413,429 0 0 0 0 0 1,413,429 286,933

Fixed remunerations Variable remunerations

End of 
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First: Non-executive members

Second: Independent members:
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* Special remuneration for the Chairman of the Board, in accordance with paragraph (2) of 
Article (81) of the Companies Law.
** In accordance with the approved remuneration policy, the sum of what the Board 
Member receives from financial and in kind remunerations and benefits does not exceed 
the maximum stipulated in paragraph (3) of Article 76 of the Companies Law.

*** The allowances for work tasks and administrative and additional work are included in 
the policy of remuneration of members of the Council and its committees approved by 
the General Assembly, as well as in accordance with Article III of the second part of the 
controls and regulatory procedures issued to implement the system of companies of listed 
companies. 

C) Remunerations of Senior Executives:

Remunerations 
of Senior 

Executives 
including the 
CEO and CFO

Fixed remunerations Variable remunerations

End of 
Service 
Benefits

Total 
remunerations 
of Executives if 

anyany

Sum total
Salaries Allowances In-kind 

benefits Total Periodical 
remunerations Earnings

Short-tem 
motivational 

plans

Long-term 
motivational 

plans 

Shares 
granted Total

7,850,903 2,309,689 10,160,592 6,040,000 0 0 0 0 6,040,000 6,672,395 27,000 22,899,987

Remunerations 
of Senior 

Executives 
including the 
CEO and CFO

Fixed remunerations Variable remunerations

End of 
Service 
Benefits

Total 
remunerations 
of Executives if 

anyany

Sum total
Salaries Allowances In-kind 

benefits Total Periodical 
remunerations Earnings

Short-tem 
motivational 

plans

Long-term 
motivational 

plans 

Shares 
granted Total
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D) Remunerations of members of the Board of Directors

Fixed remunerations (Except  
Sessions attendance allowance)

Sessions attendance 
allowance Total Expenses allowance

Members of Audit Committee

Abdul-Malik bin Abdullah Al-Hoqail 180,000 30,000 210,000 0

Essam bin Elwan Al-Bayat 130,000 30,000 160,000 39,112

Yehia bin Ali Al-Jabr 130,000 30,000 160,000 0

Walid bin Yehia Shoukri 130,000 30,000 160,000 34,612

Sulaiman bin Abdulaziz Al-Twajiri 130,000 30,000 160,000 43,140

Total 700,000 150,000 850,000 116,864

Members of the Executive Committee

Khalid bin Saleh Al-Sultan 180,000 27,000 207,000 21,320

Gérard Mestrallet 129,544 21,000 150,544 134,817

Abdul-Karim bin Ali Al-Ghamdi 130,000 27,000 157,000 31,848

Rashid bin Ibrahim Sherif 130,000 24,000 154,000 0
Mohammed bin Abdulrahman 
Al-Bulaihd 130,000 21,000 151,000 15,960

Total 699,544 120,000 819,544 203,945

Members of the Nominations, Remunerations and Human Resources Committee

Abdulaziz bin Fahd Al-Khayal 180,000 30,000 210,000 34,112

Raed bin Nasser Al-Rayes 130,000 30,000 160,000 3,000

Khalid bin Saleh Al-Sultan 130,000 27,000 157,000 8,528

Najm bin Abdullah Al-Zaid 130,000 30,000 160,000 0

Abdul-Karim bin Ali Al-Ghamdi 130,000 15,000 145,000 24,320

Total 700,000 132,000 832,000 69,960

Members of the Risks Committee 

Najm bin Abdullah Al-Zaid 180,000 27,000 207,000 0

Raed bin Nasser Al-Rayes 130,000 24,000 154,000 0

Abdul-Malik bin Abdullah Al-Hoqail 130,000 27,000 157,000 0

Essam bin Elwan Al-Bayat 130,000 27,000 157,000 31,848

Total 570,000 105,000 675,000 31,848

Fixed remunerations (Except  
Sessions attendance allowance)

Sessions attendance 
allowance Total Expenses allowance

Members of Audit Committee

Members of the Executive Committee

Members of the Nominations, Remunerations and Human Resources Committee

Members of the Risks Committee Members of the Risks Committee 
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E) Remunerations of members of the Board of Directors 
(Whose memberships expired on 21/01/2018AD)

Fixed remunerations (Except  
Sessions attendance allowance)

Sessions attendance 
allowance Total Expenses allowance

Saleh bin Hussein Al-Ewaji 0 3,000 3,000 0

Saleh Saad Al-Mehana 0 3,000 3,000 0

Essam Elwan Al-Bayat 0 3,000 3,000 4,180

Abdul-Majid Abdullah Al-Mubarak 0 3,000 3,000 0

Abdul-Hamid Ahmed Al-Omair 0 0 0 0

Total 0 12,000 12,000 4,180

10- Results of the annual audit of the effectiveness of internal control procedures:

The Company›s internal audit activity performs, in the ordinary course of its business, 
risk-based audit functions and provides objective and independent evaluations covering 
governance, risk management and control processes. Audit functions cover all activities of 
the Company in operational, financial, performance and compliance aspects.
The Audit Committee of the Board of Directors, consisting of five members, three of 
them independent from outside the Board, examines the periodic reports prepared by the 
Company›s internal audit, as well as the external auditor›s observations on their evaluation 
of the internal control procedures in terms of their design, effectiveness and application.
The Committee follows up the recommendations of the internal audit and the External 

Auditor to address and follow up on the observations, and to consider the effectiveness 
of internal control procedures in general through internal audit reports, and specifically 
with regard to the fairness of the financial statements, taking into account that any 
internal control system, regardless of The integrity of its design and the effectiveness of its 
application, cannot provide absolute assurance about the effectiveness of the applicable 
internal control systems. The above audits did not show any significant weakness in the 
Company›s internal control system. As part of the follow-up to the improvement of the 
Company›s internal control environment, the Audit Committee adopted internal control 
policy and was circulated to the Company›s Executive Management.

9- Sanctions and penalties imposed on the company:

The Committee for the Examination of Violations of the Telecommunications Law issued 
its resolution No. (38210683/ 1439/قH) dated 15/09/1439H in the violation referred to it by 
the Communications and Information Technology Commission, which fined the company 
SR (77,000). The reason for the violation is the lack of a license from the Authority to use 

frequencies. The company appealed this decision before the Administrative Court and 
issued its ruling rejecting the company›s claim. The company then filed an appeal with the 
Administrative Court of Appeal, which in turn issued its ruling in favor of the ruling of the 
Administrative Court.

Fixed remunerations (Except  
Sessions attendance allowance)

Sessions attendance 
allowance Total Expenses allowance
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11- Recommendation of the Audit Committee on the need to appoint an internal auditor 
in the company in the absence of:
The Company has an internal audit activity and the Audit Committee recommends that 
the Internal Auditor be appointed and exercises his/her functions according to statutory 
requirements and best practices.

12- The recommendations of the Audit Committee, which are in conflict with the Board of 
Directors› decisions, or which the Board has refused to take regarding the appointment 
of the Company›s auditor, the isolation and determination of its fees, the performance 
evaluation or the appointment of the internal auditor, and the reasons for not taking them.
No recommendation has been made by the Audit Committee that there is a conflict 
between them and the Board of Directors› resolutions. The Board has not rejected any of the 
Committee›s resolutions or recommendation to appoint the Company›s auditor, determine 
his fees, evaluate his performance or appoint the internal auditor.

13- Social Responsibility Strategy:
1. Towards Employees:
The provision of an appropriate working environment, the creation of equal opportunities 
for training and development, the stimulation of initiatives of excellence and creativity, the 
instilling of quality in culture, thought and practice, the embodiment of values organized by 
the work ethic document, the involvement of employees through e-mail and their feedback 
on programs, activities and services provided to them.

2. Towards the community:
To contribute effectively to social and economic development through: Supporting social 
welfare activities and programs, interacting with developmental and humane issues and 
concerns, engaging the community in initiatives and leading electricity economy programs, 
spreading a culture of safety and security from the dangers of using electricity, supporting 
research centers through adoption and support of initiatives and research chairs that will 
contribute to rationalizing electricity consumption, improving the performance of electrical 
systems and preserving the environment, and supporting renewable energy initiatives and 
projects.
3. Our partners and clients:
 Our responsibility for the production, transmission and distribution of electric power has 
been a strong motivation to demonstrate our capabilities and potential to build strategic 
relationships on the basis of fairness and transparency. In this regard, we communicate 
with our customers and partners to ensure sustainability of interaction, confidence and 
partnership. We motivate them to participate in the Electricity Industry Cases and follow 
up its developments as well as listening to their opinions and suggestions about our 
performance to enhance our website and our mental image.
4. Social activities:
Implementing many programs, events, lectures, graduation ceremonies, honoring and 
private parties, enhancing social communication with employees and their families 

through the implementation of the internal communication plan, organizing sports and 
cultural programs and social activities in the clubs of the company and providing training 
opportunities for the employees of the Company in learning English language and computer 
skills in agreement with specialized training and many different sports activities.

Social contributions:
•Signing 30 strategic agreements and partnerships with several charities and government 
agencies in support of sustainable social responsibility programs, including: training, 
education, professions, health, rehabilitation of people with special needs, and addressing 
family problems.
•Signing cooperation agreements with the Ministry of Education and Civil Defense in the 
field of electrical safety.
•Contributing to the World Alzheimer›s Month, in collaboration with the Saudi Society for 
Alzheimer›s disease, in a continuous strategic partnership across all platforms of the 
Company.
•Establishing a volunteer team and registering more than 2000 volunteers from the 
company›s employees.
• Contribution of the voluntary team of the Company, in the distribution of the Al-Kheir Bags 
and a fasting person food  in the Kingdom.
•Contribution of the «Saudi Electricity» volunteers team in all areas of business; to carry out 
volunteer work within the social responsibility plans, and to participate with the Saudi Red 
Crescent Authority in the pilgrimage season in 1439H.
•Deduction from the salaries of employees (as desired); in favor of charities authorized and 
effective in building the community by more than 4 million riyals during 2018AD.
•Conducting training workshops entitled «School Safety» for 900 employees of the Ministry 
of Education in all regions of the Kingdom.
•Organizing the opening ceremony of the World Breast Cancer Month with Zahra Association 
and under the patronage of His Royal Highness Prince of Riyadh Region.
•Hosting the sons of martyrs of duty; to participate in the celebrations of the company on 
the occasion of the national day in all regions of the Kingdom, from the hospitals and clubs 
of the company.
•Implementing the Safe Driving Campaign, coinciding with the decision to allow women to 
be led in 25 regions around the Kingdom.
•Establishment of an electrical safety and environment tent in four major cities in the 
Kingdom.
•Implementing events for older men and women in cooperation with social welfare centers 
in the Company›s clubs, in conjunction with the International Day of Older Persons and 
Older Women.
•Implementing more than 50 blood donation campaigns in all facilities of the company from 
buildings, plants and clubs.
•Participating in the annual Al-Harid Festival on the island of Farasan under the patronage 
of His Royal Highness Prince of Jazan Region.
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14- General assemblies held during the fiscal year 2018AD and members of the Board of Directors attending these assemblies.
The table below shows dates of the general assemblies, names of members of the Board of Directors attending these assemblies of 2018AD:

Name 

Attendance record 

First Meeting of the 
Assembly

21/01/2018AD

Second Meeting of the Assembly
19/02/2018AD

Third Meeting of the 
Assembly

25/06/2018AD

Fourth Meeting of the 
Assembly

18/12/2018AD

Saleh bin Hussein Al-Awaji ü

Their memberships in the Board of Directors expired on 21/01/2018AD

Sulaiman bin Abdullah Al-Qadi ü

Yusuf bin Abdulaziz Al-Turki ü

Abdul-Majid bin Abdullah Al-Mubarak X

Saleh bin Saad Al-Mehana ü

Abdul-Hamid bin Ahmed Al-Omair X

Ali bin Ahmed Al-Suwaid X

Saudi bin Mohammed Al-Nemr X

Khalid bin Saleh Al-Sultan

They joined the 
membership of the 

Board of Directors on 
21/01/2018AD

ü ü ü

Najm bin Abdullah Al-Zaid ü X ü

Abdulaziz bin Fahd Al-Khayal X X ü

Abdul-Malik bin Abdullah Al-Hoqail ü ü ü

Rashid bin Ibrahim Sherif X ü X

Raed bin Nasser Al-Rayes ü X ü

Gérard Mestrallet ü ü ü

Abdul-Karim bin Ali Al-Ghamdi ü ü ü

Essam bin Elwan Al-Bayat ü ü ü ü

Name 

Attendance record 

First Meeting of the 
Assembly

21/01/2018AD

Second Meeting of the Assembly
19/02/2018AD

Third Meeting of the 
Assembly

25/06/2018AD

Fourth Meeting of the 
Assembly

18/12/2018AD

Their memberships in the Board of Directors expired on 21/01/2018AD

They joined the 
membership of the 

Board of Directors on 
21/01/2018AD
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15- Description of the main activities of the company:
The Company›s main activity is the generation, transmission and distribution of electrical energy. The Company is the main producer of electrical power throughout the Kingdom of Saudi 
Arabia and provides its services to various governmental, industrial, agricultural, commercial and residential sectors.

The Company›s main business is to generate, transfer and distribute electricity, and services 
it provides to subscribers. It develops inter-generation sales, transmission, distribution and 
subscriber services. Revenues from the sale of electricity to the final consumer are now 
calculated according to the official tariff set by the State.

Distribution activity and customer services with the activity of finance collect electricity 
sales revenues from different consumer groups. The following table shows the ratio of 
the fixed assets to each of the fixed assets of the Company and the volume of operating 
expenses for each of the operating expenses of the Company:

The following is a description of the company›s main business and the impact of each activity on the size of its business:

Activity Percentage of fixed assets Percentage of operating expenses

Generation 32% 40%

National Grid SA 39% 36%

Distribution and subscribers' services 24% 19%

Support organizational activities 5% 5%

Total 100% 100%

The following is a description of the nature of the activities and the most important 
achievements:

A) Electrical energy generation activity:
Electrical energy generation activity is a major activity in the company, which aims to provide 
sufficient power and power generation capacity using high reliability and high readiness 
production techniques to meet the increasing demand for electricity while striving to 
optimize the utilization of resources and to invest all potential to reach the main objective 
of the company In reducing the cost of electricity production. The energy generated from 
the power plants of the company is the main pillar in feeding the electrical system in the 
Kingdom of Saudi Arabia with a participation rate of about 52% of the total electric power 
according to the operating method of the Saudi Electricity Company during 2018.
The generation activity plans focus on the operation and maintenance of power plants and 
their reliability to meet the growth in demand for electricity. In this context, the generation 
activity in 2018 realized achievements in the addition of new capacities estimated at 1,146 
megawatts, a growth rate of 2% of the total capacities available at the beginning of 2018.
The added capacities are as follows (although these capacities are still under commissioning 
to date):

Middle Sector:
- The number of (1) steam unit for the complex cycle at the tenth generating plant with a 
capacity of 115 MW.
- The number of (1) steam unit for the complex cycle at Qassim plant with a capacity of 
129 MW.
- The number of (1) steam unit for the complex cycle at Hail plant with a capacity of 148 
MW.
Western Sector:
- 2 gas units (for the future complex cycle) at Green Duba plant with a total capacity of 318 
megawatts.
Eastern Sector:
- 2 gas units (for the future complex cycle) at Waad Al-Shamal with a total capacity of 436 
MW.

Activity Percentage of fixed assets Percentage of operating expenses
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B) Electricity Transmission Activity:
National Grid SA is responsible for the electricity transmission 
activity is a wholly owned subsidiary of the Saudi Electricity 
Company and has started operations as of 01/01/2012. The 
responsibilities include the transfer of electricity and the provision 
of intelligent services that meet the market developments and 
support the sustainable development of the national economy to 
achieve a vision. Saudi Arabia through the axis of a prosperous 
economy to maximize the value achieved by the energy sector, 
through the operation of the electrical system and follow-up 
loads around the clock with the upgrading of the efficiency of 
the electrical system by economic operation of all power plants 
connected to the network, To ensure the transfer of electrical 
power to the load centers throughout the Kingdom with high 
reliability and stability, and to strengthen the electrical network at 
switching plants and high voltage 110- 132 kV subplants, as well as 
enhance the capacity of the telecommunications network through 
multiple stages including planning, design and implementation, 
Development of programs and processes in various fields.
The structure of the National Grid SA consists of five main 
activities: operations and control activity, maintenance activity, 
planning activity, engineering activity and technical services 
activity, as well as two central departments. The tasks of the 
company include the economic operation of the power plants 
and the transfer of energy with high reliability to the centers 
of consumption, study and issue load forecasts and plans to 
strengthen the electrical system to meet the expected loads for 
the coming years, in addition to serving the senior subscribers 
and meet their needs for electricity, and create an appropriate and 
stimulating environment for staff and development to achieve the 
operating performance excellence plan.
The Company launched the strategic transformation program 
(ITQAN) in 2018, 
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in line with the company›s main strategy since its inception, which includes three strategic 
projects (Transmission Company Governance Model Project, Investment Model Project, 
Asset Management Expansion Project) and a study to monitor the challenges and variables 
Potential in the electricity industry, and energy in general in the Kingdom to work through 
which to create the appropriate ground for raising readiness to face these variables, and the 
challenges associated with them.
Through the plans and objectives of the transport company to strengthen the supply of 
electricity while reducing costs, and continue to complete the completion of the national 
electric network, the company completed in 2018, a number of new projects as well as 
projects to strengthen existing plants aimed at improving and developing transmission 
grids and raise efficiency.

Transmission grids:
The addition of air grids and ground cables to the existing grids amounted to about 7391 
km circular, representing 8.8% of the existing grids at the end of 2018. They are as follows:
• At the extra high voltage level 380-230 kV: Addition of (3899) circular km, of which (115) 
km circular earth cables and (3784) km circular air grids.
• At the high voltage level 110-132 kV: Addition of (3493) circular km, of which (840) km 
circular earth cables, and (2653) km circular air grids.

Substations
• The establishment of (78) new substations including (304) new transformers to become 
the total capacity (45035) MVA.
• Enhancement and completion of (18) plants with (32) transformers with a net capacity of 
(5817) MVA.

Fiber optic network:
The National Grid SA has the latest means of communication to transmit information at very 
high speeds through light signals passing through a package of fiber optic cables extending 
along the transmission lines throughout the transmission network to connect and control 
the generating plants and transmission plants to each other through the regional and 
national control centers with reliability and high speed, with the transfer of the necessary 
readings and follow-up directly through it is one of the most important elements of smart 

networks because of its characteristics in line with modern technologies. Starting from 
2009, the expansion and enhancement of the electricity transmission network was planned 
and implemented to reach the current situation by strengthening the network of fiber optic 
network connected to all regions of the Kingdom while strengthening the internal network 
in each region and thus obtaining a strong infrastructure that supports the company›s 
operational and investment directions. The longest optical fiber network of 1197 km was 
added in 2018AD, bringing the total length of fiber optic network to more than 72000 km to 
put the Company in one of the largest fiber optic networks in the region.

C) Distribution activity and subscriber services:
 It is a main activity and its mission is to receive and distribute energy from the transmission 
networks and to provide the subscribers with a reliable and reliable electrical service, with 
the development of the level of services provided to them. The activity generates and 
distributes electricity consumption bills to subscribers and carries out its annual plans and 
programs to provide high quality services through the use of state-of-the-art technology 
and easy access to the service.
The plans of the activity include a number of pillars, objectives and performance standards, 
including: raising the rates of electricity delivery to new subscribers in cities, villages and 
communities, and continuous improvement of the distribution networks to ensure their 
performance at the desired level, raising energy efficiency and facilitating the procedures 
of the delivery and simplification of electricity services Techniques, employee skills 
development in calculating subscriber consumption and billing reading, and constant 
attention to raising the efficiency and performance of frontline staff.

Distribution activity and customer services achieved a number of achievements during 
2018, the most important of which are the following:

• The addition of new conversion transformers for the voltages of 69 kV and lower (31409) 
transformers, by an increase of 5% of the total distribution transformers at the end of 2017 
and a capacity of (17748) MVA, representing 5.7% of the total capacity at the end of 2017.
• Addition of air circuits and ground cables to the efforts of 69 kV and lower, length (34733) 
km circular, and an increase of 5.4% of the total networks at the end of 2017.
• The delivery of electrical service to more than (393) thousand new subscribers.
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D) Financial activity:
The company has succeeded to maintain its credit rating from international credit 
rating institutions, confirming the company›s strategic direction and the success of its 
management and operational policies and business management. These positive rates 
have contributed to the Company›s continued financial policy to enhance its financial 
position, Provide cash flows required for disbursement on its projects.
The rating of the company is considered one of the highest in the Kingdom. It is rated by the 
rating institutions of Standard & Poor›s, Fitch, Moody›s (A-, A, A2) respectively,

Shareholders:
The Company has complied with the rules and regulations of the Capital Market Authority 
(CMA) and has complied with the disclosure and transparency directives contained in 
Article 90 of the Corporate Governance Regulations issued. The Company has worked 
to achieve shareholders› expectations, develop their rights and facilitate their access to 
information as well as enchaining the quality of disclosure of financial results, important 
developments and significant changes focusing on the timing factor and delivery method 
for shareholders.
The company continued its efforts to enhance the means of communication with its 
shareholders and urged them to deposit their share certificates in investment portfolios, 
thus achieving the smooth flow of depositing their profits in their accounts pegged to their 
portfolios with different banks during the first day of the profits disbursement and the 
Company is usually keen on the effective communication with the competent authorities in 
the capital market and exchange of information related to the company with investors and 
financial and investment institutions.

E) Human Resources Activity:
During the year 2018, the company achieved many awards such as the King Abdul Aziz 
Award, the highest national award for quality in the category of service facilities in the 
Golden Level, the idea of the year award in the Arab ideas competition at the thirteenth 
session - Dubai, as well as the high rating of the company›s innovation program at the level 
Silver in 2016 to the golden classification in 2018 to be the only Company in Saudi Arabia, 
which gets the highest rating for the program of creativity of the Association of British 
Ideas.
In order to support the Company›s plans to improve its resources, the company›s strategic 
objective was achieved to reach the approved ceiling of the workforce. The total workforce by 
the end of 2018 was (34,599) compared to the approved ceiling (35,905) with a Saudization 
rate of 91.5% through the introduction of the adaptation and special offer programs and 
(5,533) employees benefited from the two programs during the period (2016-2018).

In the Executive Center for Leadership Development, which aims to prepare those who are 
qualified to lead leadership positions in the company, the number of participants in the 
leadership development programs reached 1,845 with a total of 26,114 training hours. In the 
field of training and development of skills and capabilities of human resources, the company 
implemented in 2018 programs that included the placement of employees in internal and 
external courses. The total number of participants in short development courses (48,532) 
participation in the total number (167,546) training day, and continued to provide various 
training programs through education (I am learning). By the end of 2018, there were a total 
of 6,451 participants, benefiting 2,638 employees.
In the interest of human resources activities to provide the best services to employees, we 
signed a contract witth «Medgulf» for medical insurance for Saudis. In the area of housing 
loans, 5,012 employees benefited from the program until the end of 2018. The number of 
beneficiaries of the savings program was 13,446 employees until the end of the year 2018.
In order to enhance the vision of human resources activity by making the training institutes 
investment entities, an agreement was signed with King Abdulaziz City for Science and 
Technology to develop training workshops specialized in the institutes of the company 
as well as signing a memorandum of understanding with the General Organization for 
Technical and Vocational Training to license investment training for the institutes. 
In order to promote social responsibility, the Young Leadership Program for the employees 
of the company was implemented in cooperation with the Toastmasters clubs. 17 of the 
young leaders graduated from the program. 2,010 students were trained (Co-operative 
1312 - Summer Training 698) (Your job is your mission).

F) Dawiyat Integrated Telecommunications & Information
Is a wholly-owned telecommunications company of Saudi Electricity Company, which was 
established to optimize the Company›s resources in the field of the company›s extensive 
fiber optic system. It covers more than 75 thousand kilometers in the Kingdom, including 
villages, deserted areas, borders and their use to cover and provide The quality and speed 
of the Internet in the Kingdom to achieve the vision of the Kingdom 2030 and the National 
Transition 2020 program, which included many initiatives in this aspect, notably the 
initiative to deploy broadband and connect fiber optic to homes. 

Tasks of Dawiyat Integrated Company:
Recognizing the opportunities and challenges to achieve the Company›s objectives and the 
optimal investment which will necessarily increase the profitability of the Saudi Electricity 
Company›s shareholders, the agreement for the deployment of broadband optical fiber 
with the Ministry of Communications and Information Technology was signed in 2017, 
Implemented more than 25% of that initiative.
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Based on the broadband deployment agreement signed with the Ministry of Communications, 
the Communications and Information Technology Commission (CITC) granted the license 
to provide wholesale services for infrastructure, and this authorizes Dawiyat Integrated 
Telecommunications & Information with the following:
- Construction, sale, purchase and rent of dark fiber.
- Construction, sale, purchase and rent of lit fiber.
- Connecting fiber optic to home.
- Sale, purchase, own and rent of telecom towers.
- Construction, installation and operation of indoor communication systems.
As part of this agreement, Dawiyat Integrated Company has started implementing the fiber 
optic broadband initiative according to an agreeemt with the Ministry of Communications 
and Information Technology.
Dawiyat Integrated Company›s plans are to open channels of communication and 
understanding with several ministries to provide telecommunications services, and to 
commercialize services for the business and individuals. Among the works that have been 
accomplished to achieve this are the following:
• Government support (broadband deployment initiative):
- Obtaining SR (146) million as government subsidy of the value of the broadband Initiative.
- Connecting more than (270616) homes with fiber optic within the broadband project 
initiative.
- The receipt of five baptism orders to start the delivery of the service to the number of 600 
thousand homes under the initiative of the deployment of broadband government subsidies 
of SR (1,602,606,030).
- The sale of total of (181,000) homes of the broadband project initiative has been signed 
for Saudi Zain Company.
• Renting fiber optics to Zain and Mobily and linking more of their sites as follows:
- Signing a contract with Zain to connect sites within the dark fiber network.
- Signing a contract with Zain for the sale of dark fiber to link between Jeddah and Abha.
- Signing a contract with Mobily for the sale of dark fibers to link between Jizan and Abha 
for 10 years.
- Signing a contract with Atheeb Company for the sale of dark fibers for one year.
•Signing a memorandum of understanding with the Ministry of Housing to study the 
conncecting of residential products to fiber optic network.
•Signing an agreement between the Integrated Telecommunications Company and the 
Ministry of Communications and Information Technology to cover five industrial cities with 
priority in telecommunications services and digital infrastructure within the framework 
of the agreement to implement the initiative to deploy broadband services, including the 

construction of telecommunications infrastructure for all areas developed and fiber optic 
transmission to all factories.
•Signing a memorandum of understanding with the Saudi Organization for Industrial Cities 
and Technology Zones (MODON) to study the establishment of fiber optic networks in all 
the industrial cities of Modon, and to link them with telephone communications, graphic 
information and internet as well as developing the services rendered to various sectors of 
the industry by using broadband services for the communications and high speeds for the 
internet.  
•Signing a partnership contract (Global Data Center):
- A partnership agreement was signed on 17 February 2018 with Gulf Data Hub, an Emirati 
company specialized in providing data center services, to establish a third-class global call 
center, neutral communication, at the King Abdullah University of Science and Technology, 
so 8000 square meter to host communications and information technology devices with a 
capacity of more than 22 MW.
- Based on the partnership contract, a global data center company based in Jeddah was 
established, with a share of 50%. The Commercial Register was issued on 11/9/2018.
- Starting construction work, where the completion rate reached about 30%.
• Signing a memorandum of understanding with (Cinturion) to rent a blind fiber network 
from Ghunan in the Eastern Region to Al-Haditha in the northern borders. Its length is 1551 
km for 25 years with annual revenues of SR 5 million, from the other side, the completion 
of linking the Jordanian borders with two operators (Orange & iLevant), to start marketing 
internationally.
• Signing a commercial agreement with the Mobile Telecommunications Company (Saudi 
Zain) for the latter to lease and market the broadband network from the company and 
provide the service to the last beneficiary.
The Saudi Smart Grid Conference 2018 and Arabnet 2018 were selected as the first provider 
of wholesale sales of infrastructure and communications in the Kingdom and their positive 
contribution to the broadband project of the Ministry of Communications and Information 
Technology- National Transformation Program 2020.

G) Saudi Company for Energy Purchase
The Saudi Company for Energy Purchase "Senior buyer" is a limited liability company wholly 
owned by the Saudi Electricity Company (SEC), which was incorporated under the regulations 
of the Kingdom of Saudi Arabia on 05/09/1438H corresponding to 31/05/2017AD with a 
paid up capital of SR 2,000,000. The Company obtained the license of the main purchaser of 
the Electricity and Co-Generation Regulatory Authority No. (170656-ر) dated 12/10/1438H 
corresponding to 06/07/2017AD.
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The Company is managed by a Board of Directors formed by the General Assembly of 
Partners, in accordance with the regulations of the Electricity and Cogeneration Regulatory 
Authority. The Board of Directors is followed by the Executive Committee, the Nomination 
and Remuneration Committee and the Audit Committee. The senior buyer is followed by 
three main organizational units:
Trading sector, Independent Production and Renewable Energy Sector and Fuel Agreements 
and Supply Sector, as well as the supporting units, and the company has since approved its 
establishment to complete the requirements of incorporation with the relevant government 
agencies.

Tasks of the Saudi Company for Energy Purchase:
Capacity management, electrical energy trading and development and establishment 
of new partnerships and renewable energy projects and independent production and 
monitoring implementation, The management of trade agreements for the sale and 
purchase of energy and the provision of fuel and raise the efficiency of its use, and the 
participation with regulators to establish and develop Electrical Energy Market. The license 
issued by the Electricity and Cogeneration Regulatory Authority included the purchase by 
the «senior buyer» of the contracts for the purchase and sale of energy and fuel supply 
Currently with Saudi Electricity Company. Until the completion of the conversion of the 
parties to the agreements from the Saudi Electricity Company to the Saudi Company for 
Energy Puchase, the company worked to manage these agreements on behalf of the Saudi 
Electricity Company.
Care about renewable energy:
 In the course of the company›s interest in renewable sources of energy, the company 
signed in 2018 an agreement for the purchase of energy from the company Skaka Solar 
Power capacity of 300 MW for 25 years and the commercial operation of the project is 
expected in 2020.

H) Private sector participation in electricity production projects:
In order to cope with the economic development of the Kingdom, which requires the 
provision of huge electrical energy, the company had to establish a large number of power 
plants with direct investments; in addition to joint investments with the private sector under 
its program «Private sector participation in the projects of power plants (IPPs) ), which was 

approved in 2007. To support the program, the company contracted with international 
expertise houses with knowledge in the technical, legal and financial fields of independent 
power projects. The investments in these projects were estimated at more than 33 billion 
riyals. The two projects of Rabigh-1 were implemented in Rabigh in Makkah area with a 
capacity of (1,204) megawatts and Riyadh Project (11) in Derma, Riyadh region with a 
capacity of (1,729) megawatts successfully and entered the commercial operation in 2013, 
the project of the village station for independent production in the eastern region with a 
capacity of (3,927) megawatts, the largest independent production plant in the world with 
complex cycle working with natural gas and its agreements were signed on 21/9/2011 
and entered into commercial operation in 2016, and there are projects for independent 
production under development and implementation as follows:
• The Rabigh-2 Plant in Rabigh, Makkah region with a capacity of (2,060) megawatts using 
the complex cycle working with natural gas and its agreements were signed with the 
consortium of (Aqua Power and Samsung), and signed the energy purchase agreement at 
the end of 2013 and to start the project, so the time of the commercial operation of the plant 
will be in the first quarter of 2018AD.
• Saudi Electricity Company has entered into a partnership with Saudi Aramco to develop 
(Fadhili) Plant for Cogeneration (electricity and steam) with a capacity of 1,504 MW in 2017. 
The commercial operation of the plant will be in December 2019, God willing,
• The project of Leila Solar Power in Aflaj, the first project in the Kingdom to be developed 
by the independent solar power production system, which is directly connected to the 10 
megawatt electric grid. It is the result of a joint effort and agreement with King Abdulaziz 
City for Science and Saudi Technical Development and Investment Company. Of the 
installations and constructions of the project and the implementation of linking the project 
to the network is planned to be the commercial operation of the project during the first half 
of 2019.
• The project of Sakaka Solar Power Plant of 300 MW. Its agreements were signed on 
February 14, 2018 with the project company of Aqua Power Company in Saudi Arabia with 
the participation of the Saudi Company, and the work is underway in the installation and 
construction of the project. The initial operation of the project is scheduled for the end 
of 2019, Project agreements provided that local content and localization of services and 
materials should not be less than 30% of project construction costs.
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This table shows the projects of the Private Sector Participation in the Electricity production under implementation and planning:

Project name Production capacity of the 
project (Megawatt) 

Investment of the private 
sector in the Project's 

capital

Completion date of the 
project

Rabigh 2 Plant for Independent Production Project 
(Project under implementation) 2,060 50% 03/2018AD

Fadhali Cogeneration Plant Project in cooperation with Saudi Aramco Company 
(Project under implementation) (1504) 40% 12/2019AD

Jazan Cogeneration Plant Project in cooperation with Saudi Aramco Company 
and the Company is the buyer of the energy (Planned) 3,800 100% Under development 

Leila Solar Power Generation Plant Project in Aflaj 10 100% 2019

Sakaka Solar Power Plant Project 300 100% 2019

I) Nationalization of electricity industries
The Company adopted a new program for the nationalization of electrical industries in the 
name of "building and employing national capacities. It has been called a building program 
for linking knowledge building, technology transfer, building a base for electrical industries 
and a shortening of the name of the program in English BENA -Build & Employ National 
Abilities."
The program includes three initiatives aimed at increasing the nationalization rate in the 

company›s projects and purchases, identifying the investment opportunities to be settled 
and supporting the small and medium enterprises to contribute to achieving the goals of 
the 2030 vision of the Kingdom and achieving the company›s strategic goals through the 
nationalization of the electrical industries locally and the transfer of its technology, so this 
enables the Company to raise the efficiency of its operating  works and capital projects. The 
program includes three main initiatives:

Project name Production capacity of the 
project (Megawatt) 

Investment of the private 
sector in the Project's 

capital

Completion date of the 
project
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First initiative: Supporting and motivating manufacturers and 
contractors
The company has developed policies and mechanisms to support 
and motivate local manufacturers and contractors by evaluating 
technically accepted offers according to an incentive formula based 
on the value of the tender and the value of the local content of the 
supplier, manufacturer or contractor, which includes wages, training 
and development of local human resources and the value insured 
for local factories of materials or equipment and the value spend 
for research and development "R & D" as well as the development of 
local suppliers and the value of exports compared to the total value 
of annual operating expenses or the value of tender for the contract.

Second initative: Supporting and motivating small and medium 
enterprises
The company has developed policies and mechanisms to support 
and stimulate small and medium enterprises by allocating a 
percentage of up to 10% of the tender amounts for small and 
medium enterprises, with a preference of 10% of the price of the 
lowest bid and winner of the main tender after ending the calculation 
of the proposals submitted in addition to the application of the local 
content equation. 

Third initiative: Identifying the nationalization opportunities of 
materials industries: 
The company has renewed nationalization opportunities in the 
materials, spare parts and technical services required. In addition 
to work and communication with investors and international 
companies to attract them to establish local factories or technical 
and technical service centers through strengthening coordination 
and communication with government agencies and major 
companies in the Kingdom and the joint committees between the 
Kingdom and other countries.
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The transparency, clarity and availability of information and data on investment opportunities 
in the materials, spare parts and services industry are catalysts that the company has been 
keen to provide. Investors are provided with the necessary data for feasibility studies. The 
company also publishes its distribution and contract requirements plan as well as the 
technical specifications of the materials in the Company's website.
The "Investment Opportunities in the Materials and Spare Parts Industry" manual has been 
updated and it included more than 100 manufacturing opportunities, has been updated. It 
is available on the company's website, and many exhibitions have been set up to introduce 

and define these opportunities for companies, factories and those wishing to invest. In 
addition to the signing of an agreement with the Council of Saudi Chambers to attract 
businessmen and businesswomen as well as an agreement was signed with the Saudi 
Industrial Development Fund to facilitate the financing of industrial opportunities offered by 
the company. God willing, these efforts and agreements will be a catalyst in strengthening 
the supply base of the Company's materials and equipment, in addition to increasing the 
efficiency of the supply chain, increasing the reliability of electricity and creating value 
added to the national economy.

The company is proud to nationalize many important investment opportunities such as:

Company Field of industry/service Status

Jeddah Cables Company Extra High Cables Factory 380 Kilo volt Qualified

Al-Mabadea Al-Faniya Metal Industries Grounding columns factory Qualified

Middle East Electric Meter Factory Co. "MEMF" Polymer isolators factory Qualified 

Al-Fanar Company Ring Main Unit Factory (RMU) Qualified

Tazez Advanced Industrial Co. Ltd. Air accessories factory Qualified

Saudi Taihan Power cables accessories factory Qualified

Voith Middle East Company Maintenance of gears and torque convertors In the last stages of construction

Company Field of industry/service Status
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The Company's efforts have resulted in an increase in the number of registered local 
factories. The number reached more than 575 local factories with a growth rate of 840% 
compared to 2001, where the number of local factories was 61 local factories in that period.
Through the efforts of the company's employees, some of the spare parts of the steam 
generating plants were settled. This resulted in a reduction in the purchase prices of some 
materials by more than 60% of the prices of the external factories by manufacturing them 
in the Company's workshops, for example, spare parts of pumps in the generation plants. 

 J) Conservation of the environment:
 The company's vision is to "lead the way in the field of environmental protection throughout 
the Kingdom" and to support the national economy by reducing dependence on oil and 
preserving the environment. Through its strategic transformation program, the company is 
committed to protecting the environment through its environmental policy by diversifying 
clean energy sources, Reuse and recycling, waste minimization measures, compliance with 
all prevailing environmental laws and regulations, and contribution to reducing greenhouse 
gas emissions.
In 2014, the company carried out an environmental audit of all generation stations 
and carried out environmental impact assessment studies to obtain construction and 
environmental operation certificates. All of this improved the company's environmental 
compliance ratio from 51.8% in 2017 to 70.2% by the end of 2018.

Compliance with environmental standards:
The company has adopted the design of all its projects to comply with the prevailing 
environmental standards, in order to comply with environmental regulations and legislations 
to contribute to improving the environment of the Kingdom. In addition, the company 
monitors the level of compatibility with the general system of the environment through 
the periodic audit based on the company's environmental audit protocol, which conforms 
to ISO 19011: 2011, which specifies the level of compatibility of each site of the company, 
and also identifies cases of incompatibility with environmental requirements and correction 
plans where:
• Preparation and implementation of environmental compliance documents of 26 certified 
documents.
• Implementation of awareness and training programs.
• Preparation of environmental studies and surveys.
• Establishment of waste management facilities.

• Improved separation of oil and water contaminated with stations.
• Installation of 288 continuous emission monitoring devices (SO2, NOx, PM10, and PM2.5).
• Use of advanced combustion devices (LNB), which reduces emissions of nitrogen oxides 
by up to 60%.
• Use of electrostatic precipitators to reduce the emission of suspended minutes by up to 
99%.
• Use of modern Seawater FGD technology to reduce emissions of sulfur oxides.
• Installation of monitoring and control systems for sulfur oxides and nitrogen oxides.

Clean energy:
To boost reliance on clean electrical energy, the company has increased its production 
of a highly efficient composite cycle that relies on the use of exhaust heat from gaseous 
generating units as a thermal source for boilers instead of burning more fuel. The most 
important projects are the Rabigh 2 independent production/Al-Murjan: The project is the 
fourth in the independent electricity production program of the Saudi Electricity Company, 
and is a milestone in the electricity sector in the Kingdom as it is the first independent 
project to produce electricity combined cycle technology with a total thermal efficiency of 
58.8%. The network provides a total power of 2060 MW. The commercial operation of the 
projects will be 23 February 2018.

 The company also started to produce electricity from renewable energy sources such 
as solar power station, Farsan Island and the projects of thermal power plants combined 
with solar energy, as in the stations of the promise of the North and Green Daba, which 
include 100 megawatts of solar energy. Since the announcement of the vision of Saudi 
Arabia 2030, Saudi Electricity Company is working closely with the Ministry of Energy 
and Mineral Resources to develop its plans and initiative to implement renewable energy 
projects with a capacity of 9.5 GW. The project is the first independent solar power plant 
in the Kingdom of Saudi Arabia with a capacity of 10 megawatts in the province of Aflaj, 
according to the power purchase agreement signed between the Saudi Electricity Company 
and a technical energy company. The project will provide more than 800 thousand barrels 
of diesel during the project period 25 years, in addition to reducing the emission of harmful 
gases equivalent to 219 thousand tons of carbon dioxide. The installation of solar panels 
has been completed and the work is being carried out by an energy technology company to 
complete the connection work with the network.
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Sakaka Solar Power Plant Project: Its capacity is 300 Megawatt and it achieved a standard 
price for tariff of (8.781 hala/ kWh), is based on an energy purchase agreement signed 
between Saudi Power Purchase Company (the main buyer) and Sakaka Solar Company. The 
project will provide more than 40 million barrels of diesel during the 25-year project period, 
and reduce emissions of 10.5 million tonnes of carbon dioxide. The financial closure of the 
project has been made made and we are working on the completion of studies and designs 
in cooperation between the senior buyer and the project company. To take advantage 
of Saudi Arabia's wind energy resources, a project with a 2,750 kW wind power plant in 
Houraymila has been implemented, providing 10,298 barrels of oil per year and reducing 
CO2 emissions by 5046 tonnes per year. It started to supply the Company's buildings with 
clean energy started from the Company's compound in Dammam, Eastern Region, which 
was completely supplied with electrical energy generated by solar energy.
Saudi Electricity Company has also signed a partnership agreement with Saudi Binladin 
Company to establish the Green Saudi Company for Carbon Services, which aims to develop 
and manage carbon reduction programs, CDM projects, environmental pollution control in 
accordance with international and regional protocols and conventions and local laws in this 
regard. Projects of Leila and Iflaj Solar Energy for Carbon Emissions certification has been 
registered with local regulations. A total of 26 projects were also included in the company 
that contributed to reducing greenhouse gases.

16- A description of the company's plans and decisions and future prospects:

A) Restructuring of the Company's activities:
In line with the vision of the Kingdom of Saudi Arabia 2030 and the National Transformation 
Program, which aims to develop the electricity industry in the Kingdom and build a 
competitive electricity market, the company has made great efforts in achieving the 
objectives of the vision during 2018 through the study of many strategic options and plans 
to restructure its activities in coordination with all concerned parties.

The aim of the restructuring is to improve the level of the electrical system and work to 
achieve competition between the various energy suppliers in the Kingdom, which will reflect 
on the quality of service provided to participants of all classes in all cities and villages 
and the abandonment of the Kingdom and thus increase the confidence of investors and 
the private sector in the field of investment in the electricity sector, That one of the most 
important challenges and opportunities facing the electricity sector in the Kingdom for 
which the company is studying this trend are:

• Meeting the growing demand for energy.
• Sustainability and diversification of energy sources.
• Operating efficiency.

The Company's restructuring plan, which is being followed up by the Ministry of Energy, 
Industry and Mineral Resources, the Electricity and Co-generation Regulatory Authority, 
the Public Investment Fund and the Ministry of Finance, aims at developing the electricity 
market in the Kingdom and increasing competitiveness in the economic operation of the 
electrical system, this contributes in raising the operation efficiency, decreases costs and 
increases the reliability in the grid. 

During the past year, the General Assembly of the Company has taken an important decision 
to establish the Saudi Company for Energy Production as an independent company owned 
by the Saudi Electricity Company.
The company will work to complete the rest of the steps of the restructuring plan of its 
activities in coordination with the Ministry of Energy and Industry and Mineral Resources 
and the Electricity and Cogeneration Regulatory Authority in accordance with the objectives 
and strategies that contribute to the development of the electricity market, which will have a 
significant role in advancing the national economy and comprehensive development plans 
in the Kingdom, God willing. 
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B) Important resolutions:
• On Thursday, January 18, 2018, the Company signed a one-year, $ 2.6 billion syndicated 
bridge financing agreement (SR 9.75 billion), payable in one installment.
• On Thursday 20/9/2018, the company completed the issuance of Islamic Sukuk in RegS 
form in the international markets, divided into two tranches, the first with a value of $ 800 
million (equivalent to 3000 million Saudi Riyals) and a fixed annual return of 4.222% And four 
months on 27/1/2024, and the second value of $ 1200 million (equivalent to 4500 million 
Saudi riyals) and a fixed annual return of 4.723% and is due after ten years on 27/09/2028.
• On Wednesday dated 03/10/2018, the Board of Directors of the Company approved the 
resignation of Engineer Ziad bin Mohammed Al Shiha as Chief Executive Officer of the 
Company and the appointment of Mr. Fahd bin Hussein Al Sudairi (who was occupying the 
position of Vice Executive Chairman and Chief Financial Officer) as Chief Executive Officer, 
As of 16/11/2018.
• Decision of the Council of Ministers No. 91 dated 7/2/1440H which includes the listing 
of shares of Saudi Arabian Oil Company (Saudi Aramco) as beneficiaries in any future 
dividends.
• On Tuesday, 13/11/2018, the company signed a contract to provide health insurance for 
the company's employees and their family members with MedGulf Insurance Company for 
approximately SR 575 million for the one year insurance.
• On Thursday, 29/11/2018, the Company signed an agreement for the financing of $ 2.15 
billion (SR 8.06 billion) revolving international facilities with several international banks.
• The Nineteenth Ordinary General Meeting of the Company approved on Tuesday 
18/12/2018 the establishment of a Power Generation Company affiliated to the Saudi 
Electricity Company.
• On Tuesday, 25/12/2018, the Company signed a bilateral Murabaha Financing Agreement 
of 2.4 billion Saudi riyals with SAMBA Financial Group for five years.

C) Future Plans and Prospects:
In the light of the steady growth of the national economy and the expansion of all aspects 

of life in the Kingdom, the company aims to meet this demand expansion to reach the end 
of 2023 to the following:
• Adding new generating capacity of the company's stations by (5,894) megawatts.
• Within the private sector participation program to increase generation capacity to meet 
future loads, capacity will be added by about 11,034 megawatts.
• Addition of transmission lines with a length of (11,239) km circular, and (174) substations.
• The delivery of electricity service to about (1.4) million new subscribers by the end of 2023, 
bringing the total number of subscribers to (10.8) million subscribers.
• Strengthening distribution networks by adding distribution lengths of (152,200) km.
Through the development programs, the company seeks to raise the efficiency of the staff 
and provide them with the necessary training to perform the work efficiently and effectively. 
The percentage of development days to the working days will be 2.1% by the end of 2023, 
and within the framework of the jobs nationalization and community service program 
followed by the Company and the Company keeps the percentage of nationalization of 92%.

D) Accelerated Strategic Transformation Program Phase II (NAMA)
The Company will continue to raise efficiency, improve productivity and reach performance 
benchmarks to benchmark performance for the best global energy companies. The total 
savings of the rapid strategic transformation program since its inception in the beginning 
of 2014 until the end of 2018 amounted to SR 16.8 billion, of which SR 2.9 billion during 
2018 as follows:
• Provision of SR1.2 billion of transformation from copper to aluminum cables.
• Revenues decreased by SR 1.4 billion by reclassifying consumption categories, assembling 
of meters, multiplication laboratories and others.
• Provision of 188 million riyals after the application of the new methodology for the 
collection of contracts.
• Providing SR 165 million as a result of the implementation of the strategic purchasing 
mechanism.
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17- Information on any risks faced by the Company and its risk management and control 
policy:

The company faces some risks, such as short-term power generation risks, supplier, 
customer and partner risks, risks related to rapid technology development and change, 
high material prices, fuel use change and environmental protection regulations, and risks 
associated with maintaining human competencies (human resources), market risks and 
media risks.

Risks and difficulties associated with the production, transmission and distribution of 
electricity:
The large annual increase in electric loads resulting from the development and growth in 
all sectors, in addition to opening the horizons of internal and external investment to the 
growing rate of growth in demand for electricity, on the other hand the difficulty of entering 
projects in times of difficulty to secure the paths and locations of plants and air lines as well 
as the difficulty to provide the necessary funds for these projects.
To encounter past difficulties, it is necessary to:
1. Provide an appropriate generation reserve (10-15%) of the peak load to allow the system 
to:
• To face any potential delay or error during the regulatory procedures for the process of 
awarding the required generating units.
• To avoid delays in the generation plants project (IPP) implemented by the private sector. 
• Avoid interruptions or separation of feeding from certain loads as a result of forced exit 
of some generating units or as a result of bottlenecks in old distribution networks or other 
factors such as maintenance, subscriber connections and climate factors. Through a 
global consultant, the company conducted a study on the impact of the interruptions on 
the national economy. The implementation of the recommendations of the study is being 
followed by the Executive Committee of the Board of Directors.
2. Provision of a strong and interconnected transport network between different regions of 
the Kingdom capable of transferring and exchanging energy between them.
3.To find an appropriate electricity tariff that reflects the real cost required to cover 

operational costs and capital investments for the production, transmission and distribution 
of electric power, with a profitable return on investment.
4.Assisting and supporting the state to obtain sites for transport stations and routes to 
avoid delays in entering the company's projects on time.

Risks and difficulties related to suppliers, customers and partners:
The Company faces risks associated with suppliers, customers and partners in the field 
of private sector investments in cogeneration projects or electricity production projects. 
These risks are as follows:
1.Increasing the demand for the establishment of power plants globally increases the 
competition in light of the challenges posed by the rapid industrial developments, which 
coincide with the increase in demand for energy in the Kingdom because of the remarkable 
population growth, the expansion of infrastructure development in all regions and cities of 
the Kingdom, and the establishment of large industrial, commercial and urban projects.
2.Commitment to conservation of the environment and the consequent increase in 
production costs.
3.Attracting national and foreign capital to raise the rates of continuous investment growth 
in this field and attract new technologies.
4.The rise in prices and costs of shipping, insurance, fuel prices and raw materials, due to 
the scarcity of some raw materials in the world markets, the rise in labor wages, regional 
disputes and the dangers of war.

Risks related to the laws and regulations governing the electricity sector in the Kingdom:
The Company may face risks associated with the regulations and provisions governing the 
electricity sector, through the risk of amending the regulations, regulations and decisions 
governing the electricity sector, and non-compliance with the regulatory framework of the 
Company's policies. Therefore, the company has set up a specialized compliance unit. Its 
mission is to ensure compliance with internal and external regulations and regulations and 
to spread the culture of commitment.
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Risks and difficulties associated with rapid change and development in technology and 
information security:
There are risks because of the rapid development of technology and the high prices of 
international and local technology programs and applications. The company selects the 
best modern technologies that have proven successful in serving similar companies 
locally and internationally and produced by international companies specialized in order to 
ensure the best prices and continuity of technical support and development. There are also 
information security risks, such as cyber attack on sensitive programs and control centers. 
The company has a preventive plan to combat unknown programs and breakthroughs, and 
information security centers have been set up in some major cities so that they can be 
returned in difficult circumstances.

Risks and difficulties associated with maintaining human competencies:
There are risks due to the existence of opportunities and incentives in the local market that 
lead to the leakage of qualified and trained national competencies to other companies and 
institutions, and the company has now to reduce the leakage competencies of the company 
by the work of a number of procedures and systems to maintain national competencies and 
encourage them to continue working with the company (Savings fund, affordable housing 
loans, training, and external scholarships).

Market Related Risks (Liquidity/Financing/Interest Rate/Credit Rating):
The Company has a policy that limits exposure to liquidity and credit risk substantially as 
cash (maintained at a minimum of SR1 billion) is deposited with banks with a high credit 
rating. Also, the ability of the Company to disconnect from most of its customers who do not 
pay their bills limits their exposure to credit risk related to the balances of receivables with 

their customers. These receivables are recognized after deducting provision for doubtful 
debts that normally does not have a material impact on the Company's results.
With regard to the financing risks associated with the capital expenditure program of the 
Company, it is always keen to maintain sufficient flexibility in managing the expenses related 
to this program according to the available funds, which are managed from several options, 
including cash flows from operations, good government loans and various commercial 
financing formulas.
In terms of foreign exchange risk, there is no material exposure to be hedged against this 
type of risk as most of the Company's transactions are denominated in US Dollars and Saudi 
Riyals. Currency fluctuations are continuously monitored as a precautionary measure.
As for the risk of exposure to changes in commission rates, which are mainly the result 
of the Company's loans obtained to finance capital expenditures, there is always periodic 
review of commission rates to verify the mitigation of these risks. These risks have been 
met by fixing part of their exposure to floating commission rates to fixed rates across some 
hedging tools as well. 

By the end of 2018, the Company's management did not find any of the above mentioned 
risks material to the Company's business.

Media Risks:
Including the news that would harm the image and reputation of the company and its 
brand, so the company has developed a comprehensive media plan to deal with these 
risks in a clear methodology that enhances the company's position and contribute to the 
preservation of the image of the Company to suit its status.
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18- Summary of financial results:
The following tables show details of assets and liabilities, shareholders' equity, income and 
expenses and net profit for the fiscal year 2018 compared to the previous four fiscal years 

(for more details see the attached financial statements and the accompanying notes):

Statement 2018 2017 2016 2015 2014

Current assets        43,602,873        38,627,705           44,101,740           38,747,458           41,207,820 

Other long-term assets          2,850,946          2,843,219             2,911,089           89,288,722           61,326,983 

Net fixed assets     418,102,025     404,289,536         374,009,392         229,993,769         215,373,390 

Total assets     464,555,844     445,760,460         421,022,221         358,029,949         317,908,193 

Current liabilities     160,776,342     151,718,123         158,338,112           62,691,531           46,949,382 

Long-term loans and instruments        88,178,140        85,003,765           69,450,875           57,207,444           52,360,618 

Other liabilities     141,923,584     136,729,165         127,635,437         177,781,847         159,355,697 

Total liabilities     390,878,066     373,451,053         355,424,424         297,680,822         258,665,697 

Paid in capital        41,665,938        41,665,938           41,665,938           41,665,938           41,665,938 

Reserves and retained earnings        32,011,840        30,643,469           23,931,859           18,683,189           17,576,558 

Owners' equity        73,677,778        72,309,407           65,597,797           60,349,127           59,242,496 

Total liabilities and owners' equity     464,555,844     445,760,460         421,022,221         358,029,949         317,908,193 

A) Statement of Balance Sheet: Figures in thousand riyals 

- The financial statements for 2018, 2017 and 2016 are prepared in accordance with International Financial Reporting Standards (IFRS).
- The financial statements for the year 2015 and 2014 are prepared according to the Saudi Organization for Certified Public Accountants (SOCPA). 

Statement 2018 2017 2016 2015 2014
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Comparison of assets and owners' equity
During the years 2014-2018AD

Total assets Total liabilities Total owners' equity

Figures in thousand riyals Figures in thousand riyals 
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Comparison of current assets and fixed assets with total assets 
During the years 2014-2018AD

Figures in thousand riyals 

Total fixed assets Total assetsTotal current assets
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Comparison of revenues, operating expenses and net income 
During the years 2014-2018AD

Figures in thousand riyals 

Total fixed assets Total assetsTotal current assets



Report of the Board of Directors 2018 59

Particulars 2018 2017 2016 2015 2014

Operating revenues 64,063,638 50,684,906 49,860,998 41,538,732 38,490,670 

Cost of sales (58,144,024) (43,995,312) (43,008,530) (38,953,467) (36,462,927)

Gross profit 5,919,614 6,689,594 6,852,468 2,585,265 2,027,743 

Administrative and general expenses (1,340,032) (1,440,400) (1,060,516) (992,421) (929,495)

Total operating expenses (59,484,056) (45,435,712) (44,069,046) (39,945,888) (37,392,422)

Human Resources Productivity Improvement 
Program 0 (2,829,155) (110,257) 0 0 

Exemptions from municipal debts 0 6,119,546 0 0 0 

Other revenues, net 1,436,021 1,465,097 978,895 0 0 

Operating income 6,015,603 10,004,682 6,660,590 1,592,844 1,098,248 

Reverse of provision for doubtful debts 0 0 0 0 2,635,181 

Non-recurring revenues (expenses) 0 0 0 201,513 (537,239)

Financing costs, net (4,136,617) (2,752,144) (2,053,806) 0 0 

Other revenues and expenses- net 0 0 0 (250,715) 410,404 

Share in the investments loss in the equity-accounted 
companies (62,338) (108,876) (59,835) 0 0 

Zakat expense and income tax (59,515) (235,413) (1,692) 0 0 

Net profit 1,757,133 6,908,249 4,545,257 1,543,642 3,606,594 

- The financial statements for 2018, 2017 and 2016 are prepared in accordance with International Financial Reporting Standards (IFRS).
- The financial statements for the year 2015 are prepared according to the Saudi Organization for Certified Public Accountants (SOCPA). 

Figures in thousand riyals B) Income Statement:

Particulars 2018 2017 2016 2015 2014
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Particulars 2018 2017 2016 2015 2014

Total current assets 160,776,342 151,718,123 158,338,112 62,691,531 46,949,382

Total fixed assets 183,644,815 177,368,303 154,674,795 194,997,809 177,955,708

Government loan 46,456,909 44,364,627 42,411,517 39,991,482 33,760,607

Total liabilities 390,878,066 373,451,053 355,424,424 297,680,822 258,665,697

Year Particulars
Business region

Total
Middle Eastern Western Southern

2018 Revenues/sales 18,752,377 16,508,094 18,358,051 6,004,932 59,623,454

2017 Revenues/sales 14,856,954 13,334,402 13,329,644 3,925,163 45,446,163

Figures in thousand riyals 

Figures in thousand riyals 

Comparison of current liabilities and non-current liabilities with total liabilities during the years 2014-2018AD

19- Geographical analysis of the company's revenues:
The following table shows a geographical analysis of the company's sales according to the regions (segments) in which it operates:

Particulars 2018 2017 2016 2015 2014

Year Particulars
Business region

Total
Middle Eastern Western Southern
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Figures in thousand riyals 

20- Note of any significant differences in the operating results compared to the previous year or any expectations declared by the Company:

Particulars 2018 2017 Changes +/- Percentage of 
change

Sales/Revenues 64,063,638 50,684,906 13,378,732 26 

Operating expenses (59,484,056) (45,435,712) (14,048,344) 31 

Other revenues, net 1,436,021 1,465,097 (29,076) (2)

Human Resources Productivity Improvement Program 0 (2,829,155) 2,829,155 (100)

Exemptions from municipal debts 0 6,119,546 (6,119,546) 100 

Net operating income 6,015,603 10,004,682 (3,989,079) (40)

Costs of financing, net (4,136,617) (2,752,144) (1,384,473) 50 

Share in the investments loss in the equity-accounted companies (62,338) (108,876) 46,538 (43)

Zakat expense and income tax (59,515) (235,413) 175,898 (75)

Net profit 1,757,133 6,908,249 (5,151,116) (75)

Particulars 2018 2017 Changes +/- Percentage of 
change
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21- Note of any difference from the accounting standards 
adopted by the Saudi Organization for Certified Public 
Accountants:
The consolidated financial statements of the Group 
have been prepared in accordance with the International 
Financial Reporting Standards adopted in Saudi Arabia 
and other standards and regulations adopted by the 
Saudi Organization of Certified Public Accountants.
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22- Affiliates/Investees:

The Company owns shares in the capital of each of its subsidiaries and the investees according to the following table:

S.N. Affiliates and investees Place of 
incorporation 

Activity 
practicing 

place
Paid In capital Activity

Percentage 
of 

ownership 

1 GCC Interconnection 
Authority 

Kingdom of Saudi 
Arabia GCC $ 1,407,000,000 Transmission of energy among the member states. 31,6%

2 Electricity Sukuk Company

Kingdom of Saudi 
Arabia

Kingdom of 
Saudi Arabia

SR 500,000 Provision of service and support for Sukuk and bonds 
issued by Saudi Electricity Company 100%

3 Dawiyat Telecom Company SR 50,000,000 Establishment, rent, management and operation of optic 
and electric fiber networks to provide telecom services. 100%

4 National Grid SA SR10,000,000,000
Transmission of electricity and operation of Electricity 
System and its control and maintenance and rent of 

capacity of transmission grid lines.

100%

5 Dhuruma Electricity 
Company SR 4,000,000 Development, construction, ownership, operation and 

maintenance of Dhuruma Electricity Company in Riyadh. 50%

6 Hajr Electricity Production 
Company SR 2,506,230,000

Ownership, generation, production, transmission and 
sale of electricity at the Village Project in the Eastern 

Region
50%

7 Rabigh Electricity Company SR 923,750,000 Development, construction, ownership, operation and 
maintenance of Rabigh Project in Makkah. 20%

8 Al-Mourjan for Electricity 
Production Company SR 1,403,850,000 Development, construction, ownership, operation and 

maintenance of Rabigh-2 Project in Makkah. 50%

S.N. Affiliates and investees Place of 
incorporation 

Activity 
practicing 

place
Paid In capital Activity

Percentage 
of 

ownership 
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S.N. Affiliates and investees Place of 
incorporation 

Activity 
practicing 

place

Paid In 
capital Activity Percentage 

of ownership 

9 Saudi Electricity Company 
for Projects Development

Kingdom of 
Saudi Arabia

Kingdom of 
Saudi Arabia

SR 5,000,000
Management of structural projects, development of detailed 

designs, purchase of materials and implementation of 
projects in the power sector.

100%

10 GCC Electrical Testing 
Laboratory SR 360,000,000

Production of transformers, generators, control devices for 
power plants, high voltage lines and cables and equipment 

testing devices.
25%

11 Fadhili Plant Cogeneration 
Company SR 1,500,000

To carry out the cogeneration activity of steam and mineral-
free water for industrial use, generation, storage and sale 

of electrical energy, steam and mineral-free water, owning, 
developing, financing, constructing and maintaining 

cogeneration factory.

30%

12 Green Saudi Company for 
Carbon Services SR 1,000,000

Development and management of carbon emission 
reduction systems, programs and programs and CDM 

projects in accordance with international, regional and local 
protocols and conventions and related local regulations for 
the benefit of or for the benefit of third parties and conduct 

business and management of the business of carbon 
emission reduction certificates issued by emission reduction 
programs and registered in their favor or in favor of others on 

global, regional and local markets.

51%

13 Saudi Company for Energy 
Purchase SR 2,000,000

Carrying out the activities of the senior buyer in accordance 
with the provisions of the license issued by the Electricity 

and Co-Generation Regulatory Authority (Authority). It 
includes the issuance of electricity generation projects, 

sale and conclusion of the necessary agreements and the 
purchase of fuel for the purposes of the company and its 
supply to the producers signed with them agreements to 

convert energy and import electric energy and export them 
to and from persons outside the Kingdom in accordance 

with the method or rules issued by it

100%

14

Dawiyat Integrated 
Telecommunications & 
Information Technology 

Company

SR 1,000,000

To establish, lease and operate telecommunication networks 
and to transmit, own and develop telecommunications 

information, and to provide telecommunication services, 
data transmission and complete information technology 
services to individuals, public and private institutions. To 
do this purpose, Company can perform all relevant works 

related to its activities of sale, purchase, rent and lease 
of fixed and movable assets as well as establishing the 

possible infrastructure to carry out its purpose. 

100%

S.N. Affiliates and investees Place of 
incorporation 

Activity 
practicing 

place

Paid In 
capital Activity Percentage 

of ownership 
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S.N. Affiliates and their investors  Number of shares/quota Place of incorporation 

1 GCC Interconnection Authority 1,407,000 shares Nil

2 Electricity Sukuk Company 10,000 quota Nil

3 Dawiyat Telecom Company 5,000,000 quota Nil

4 National Grid SA 200,000,000 quota Nil

5 Dhuruma Electricity Company 400,000 shares Nil

6 Hajr Electricity Production Company 250,623,000 shares Nil

7 Rabigh Electricity Company 92,375,000 shares Nil

8 Al-Mourjan for Electricity Production Company 1,000,000 shares Nil 

9 Saudi Electricity Company for Projects Development 100,000 quota Nil 

10 GCC Electrical Testing Laboratory 36,000,000 shares Nil 

11 Fadhili Plant Cogeneration Company 150,000 quota Nil 

12 Green Saudi Company for Carbon Services 1,000,000 quota Nil 

13 Saudi Company for Energy Purchase 200,000 quota Nil 

14 Dawiyat Integrated Telecommunications & Information Technology Company 100,000 quota Nil 

23- Details of shares and debt instruments issued by each affiliate and investee according to the following table:

S.N. Affiliates and their investors  Number of shares/quota Place of incorporation 
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24- Company's dividend distribution policy:

The Company distributes annual net dividends as follows:
1.(10%) of the net profits shall be retained to form the statutory reserve of the Company. 
The Ordinary General Assembly may decide to discontinue such reserve when the said 
reserve reaches (30%) of the paid up share capital.

2.The Ordinary General Assembly may decide to make other reserves, to the extent 
that it serves the interest of the Company or ensures the distribution of fixed profits to 
shareholders as much as possible. The said association may also deduct from the net 
profits amounts to establish social institutions for the company's employees or to assist 
the existing institutions.

3.Subject to the provisions of paragraph (2) of Article (II) of the Council of Ministers' 

Resolution No. (169) dated 24/9/1430H, and the Council of Ministers Resolution No. (327) 
dated 24/09/1430H, a percentage not less than (5%) of the Company's paid up capital of 
the remainder shall be distributed thereafter.

4.Subject to the provisions of Article 20 of the Articles of Association of the Saudi Electricity 
Company and Article (76) of the Companies Law, the remuneration of the Board of Directors 
shall be paid as decided by the General Assembly. The remuneration shall be commensurate 
with the number of meetings attended by the member.

5.The Company may distribute interim dividends to its shareholders semi-annually or 
quarterly after the General Assembly of the Company authorizes the Board of Directors to 
distribute interim dividends under a renewed resolution annually.

During the year 2018, the company achieved a net profit of SR (1,757,133) after deducting Zakat. The Board of Directors proposes to distribute these dividends in accordance with the 
Articles of Association of the Company as follows:

Percentage of the dividends proposed to be allocated at the end of the year

Percentage 7% of the capital

Total 749,293

Figures in thousand riyals 

Percentage of the dividends proposed to be allocated at the end of the year
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25- A description of any interest in the class of voting shares belongs to persons (other than the members of the Company's management, senior executives and their relatives) who 
have notified the Company of such rights and any change in those rights during the last financial year:
During the financial year ended 31 December 2018, there is no interest in the class of shares entitled to vote for any persons. The following table shows the names and ownership of 
shareholders who own %5 or more and any change in ownership during 2018:

26- A description of any interest, contractual securities and subscription rights belonging to the Company's Board of Directors and senior executives and their relatives in the shares 
or debt instruments of the Company or any of its subsidiaries and any change in such interest or rights during the last financial year:

A) Members of the Board of Directors whose memberships expired on 21/01/2018

Number of shares at the beginning 
of the year

Number of shares at the end of 
the year Net change Percentage of 

change

Public Investments Fund 3,129,237,550 3,129,237,550 0 0

Saudi Aramco Company 288,630,420 288,630,420 0 0

Name Capacity
Beginning of the year End of the year

Net of change Percentage 
of changeNumber of 

shares
Debt 

instruments
Number of 

shares
Debt 

instruments

Saleh bin Hussein Al-Awaji Legal - -

Their membership expired on 2018/01/21AD

Sulaiman bin Abdullah Al-Qadi Personal 1,050 -

Essam bin Elwan Al-Bayat Legal - -

Yusuf bin Abdulaziz Al-Turki Legal - -

Ali bin Ahmed Al-Suwaid Personal - -

Saleh bin Saad Al-Mehana Legal - -

Abdul-Hamid bin Ahmed Al-Omair Legal - -

Abdul-Majid bin Abdullah Al-Mubarak Legal - -

Saud bin Mohammed Al-Namer Personal - -

Number of shares at the beginning 
of the year

Number of shares at the end of 
the year Net change Percentage of 

change

Name Capacity
Beginning of the year End of the year

Net of change Percentage 
of changeNumber of 

shares
Debt 

instruments
Number of 

shares
Debt 

instruments
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Name
Beginning of the year End of the year

Net of change Percentage 
of changeNumber of 

shares
Debt 

instruments
Number of 

shares
Debt 

instruments

First: Senior executives

Osama bin Abdulwahab Khawandanah 2,250 - 2,250 - 0 0%

Second: Relatives of senior executives

Two sons of/Osama Abdulwahab Khawandanah 2,945 - 2,945 - 0 0%

Wife of/Ahmed bin Abbas Sindi 928 - 928 - 0 0%

Name Capacity
Beginning of the year End of the year

Net of change Percentage 
of changeNumber of 

shares
Debt 

instruments
Number of 

shares
Debt 

instruments

Khalid bin Saleh Al-Sultan Legal - - - - - -

Najm bin Abdullah Al-Zaid Legal - - - - - -

Essam bin Elwan Al-Bayat Personal - - - - - -

Abdul-Karim bin Ali Al-Ghamdi Legal - - - - - -

Gérard Mestrallet Legal - - - - - -

Rashid bin Ibrahim Sherif Legal - - - - - -

Abdulaziz bin Fahd Al-Khayal Personal - - - - - -

Raed bin Nasser Al-Rayes Legal - - - - - -

Abdul-Malik bin Abdullah Al-Hoqail Personal - - - - - -

B) Members of the Board of Directors whose memberships started on 21/01/2018

C) A description for any interest, contractual papers and subscription rights related to the senior executives, their relates in shares or debt instruments of the Company: 

Name Capacity
Beginning of the year End of the year

Net of change Percentage 
of changeNumber of 

shares
Debt 

instruments
Number of 

shares
Debt 

instruments

Name
Beginning of the year End of the year

Net of change Percentage 
of changeNumber of 

shares
Debt 

instruments
Number of 

shares
Debt 

instruments
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Particulars 
Total value 
of the loan 
principal

Loan 
date Maturity date

Balance of loans 
at the beginning 

period as of 
01/01/2018AD

Withdrawn 
from the 

loans during 
the year

Actual 
payment of 
loans during 

the year

Balance of loans 
at the ending 
period as of 

31/12/2018AD

Murabaha loan (I) with the participation 
of multiple bodies 6,000,000 2008 2020 1,363,636 - 545,455 818,181

Murabaha loan (II) with the participation 
of multiple bodies 5,000,000 2010 2025 3,076,000 - 384,800 2,691,200

Murabaha loan (III) with the participation 
of multiple bodies* 10,000,000 2016 2025 8,000,000 2,000,000 533,333 9,466,667

Direct loan from Public Investments 
Fund 2,583,375 2009 2024 1,401,222 - 214,936 1,186,286

Direct loan from Industrial and 
Commercial Bank of China 5,625,710 2016 2021 5,625,710 - 937,739 4,687,971

Direct loan from American and Canadian 
Imports and Exports Banks 4,057,417 2010 2021 1,233,974 - 362,795 871,179

A loan with participation of multiple 
bodies under guarantee of French 

Exports Bank
3,709,125 2011 2024 1,897,431 - 309,129 1,588,302

A loan with participation of multiple 
bodies under guarantee and participation 

of Korean Exports Bank
5,251,120 2012 2026 3,938,159 - 437,584 3,500,575

A loan with participation of multiple 
bodies under guarantee and participation 

of Korean and Japanese Exports Bank
7,240,715 2013 2028 6,498,418 - 603,363 5,895,054

*On September 11, 2018, the Company amended the Joint Local Murabaha Financing Agreement mentioned above. The loan was raised from SR 8 billion to SR 10 billion.
The company has short-term commercial loans for 12 months with several local banks used for operating expenses. The total amount reached by the end of 2018 amounted to SR 3,150,000,000 and the 
balance utilized by the end of 2018 amounted to SR 1,750,000,000.

27- Information related to the Company's loans:
A) A statement with commercial loans as of 31/12/2018AD

The following table shows the details of debt at the end of 2018AD to disburse on the capital projects: Figures in thousand riyals 

Particulars 
Total value 
of the loan 
principal

Loan 
date Maturity date

Balance of loans 
at the beginning 

period as of 
01/01/2018AD

Withdrawn 
from the 

loans during 
the year

Actual 
payment of 
loans during 

the year

Balance of loans 
at the ending 
period as of 

31/12/2018AD
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Particulars 
Total value 
of the loan 
principal

Loan 
date

Maturity 
date

Balance of loans at 
the beginning period 
as of 01/01/2018AD

Withdrawn from 
the loans during 

the year

Actual payment of 
loans during the year

Balance of loans 
at the ending 
period as of 

31/12/2018AD

A loan with participation of multiple 
bodies under guarantee and 

participation of Korean Exports Bank 
"KEXIM"

3,375,585 2016 2029 3,375,585 - 281,269 3,094,316

A loan with participation of multiple 
bodies under guarantee of Korean 

Exports Bank "KSURE"
1,575,336 2016 2029 1,575,336 - 131,259 1,444,077

Revolving loan (with participation of 
multiple bodies)"Riyal category" 2,500,000 2015 2018 2,500,000 - It was paid in full at 

maturity date -

Revolving loan (with participation of 
multiple bodies)"Dollar category" 5,251,120 2016 2019 4,688,575 562,545 It was paid in full at 

maturity date -

Revolving loan (with participation of 
multiple bodies)"Dollar category" 8,066,263 2018 2023 - 8,066,263 - 8,066,263

Joint international bridging financing 
loan (with participation of multiple 

bodies)
9,750,520 2018 2019 - 9,750,520 7,503,500 2,247,020

Local bilateral loan 4 1,500,000 2017 2020 1,500,000 - 375,000 1,125,000

Local bilateral loan 5 1,300,000 2017 2021 1,300,000 - 216,666 1,083,333

Local bilateral loan 6 3,500,000 2017 2022 3,500,000 - 437,500 3,062,500

Local bilateral loan 7 2,400,000 2018 2024 - 2,400,000 - 2,400,000

International joint loan 6,562,878 2017 2022 6,562,878 - - 6,562,878

Commercial payment facilities
The Group has signed several agreements with a number of commercial payment facilities in Saudi Riyals with a balance of SR 482,827 thousand at the end of 2018

Figures in thousand riyals 

Particulars 
Total value 
of the loan 
principal

Loan 
date

Maturity 
date

Balance of loans at 
the beginning period 
as of 01/01/2018AD

Withdrawn from 
the loans during 

the year

Actual payment of 
loans during the year

Balance of loans 
at the ending 
period as of 

31/12/2018AD
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* In accordance with the resolution of the Assembly of the Saudi Electricity Sukuk 3, amounting to SR 7 billion ended in 2030

Figures in thousand (Riyal/dollar as shown in the statement)

Statement Volume of 
version 

Date of 
version 

Actual payment of 
instruments during 

the year

Total value of the 
version after the 

amendment
Maturity date

Local instruments (Third version) in Saudi riyal* 5,730,690 2010
-

No amendment
2030AD with the right of early 
purchase in 2022, 2024, 2026

Local instruments (Fourth version) in Saudi riyal 4,500,000 2014
- No amendment

2054AD with the right of early 
recovery in 2024, 2034, 2044

International instruments ($ 1250 million) 4,687,850 2012 - No amendment 2022

International instruments ($ 1000 million) 3,750,750 2013 - No amendment 2023

International instruments ($ 1000 million) 3,750,750 2013 - No amendment 2043

International instruments ($ 1500 million) 5,625,600 2014 - No amendment 2024

International instruments ($ 1000 million) 3,750,400 2014 - No amendment 2044

International instruments ($ 800 million) 3,000,800 2018 - No amendment 2024

International instruments ($1200 million) 4,501,200 2018 - No amendment 2028

B) Statement of instruments "Sukuk" versions as of 31/12/2018AD        

Statement Volume of 
version 

Date of 
version 

Actual payment of 
instruments during 

the year

Total value of the 
version after the 

amendment
Maturity date



Report of the Board of Directors 201872

Particulars
Total value 
of the loan 
principal

Loan date Maturity 
date

Balance of loans 
at the beginning 

period as of 
2018/01/01AD

Withdrawn 
from the loans 
during the year

Actual 
payment of 
loans during 

the year

Balance of loans 
at the ending 
period as of 

2018/12/31AD

Recorded as 
difference between 

the current value 
and the value 

received

Government loan (Resulting 
from the clearing) 14,938,060

Since the 
Company's 

incorporation
- 14,938,060 - - 14,938,060 -

Ministry of Finance
Good faith loan from the 

State (1)
15,000,000 2010 2034 15,000,000 - - 15,000,000 (6,263,213)

Ministry of Finance
Good faith loan from the 

State (2)
51,100,000 2011 2036 38,325,000 - - 38,325,000 (21,396,278)

Ministry of Finance
Good faith loan from the 

State (3)
49,400,000 2014 2038 16,075,000 - - 16,075,000 (10,221,663)

Total 130,438,060 84,338,060 - 84,338,060 (37,881,154)

* The Government loan of the Company is presented in the financial statements at present value in accordance with the relevant accounting standards. The difference between the value 
received and the present value is recognized in deferred government grants.

C) Statement of government loans as of 31/12/2018

28- A description of the categories and numbers of any convertible debt instruments, any contractual securities, offering memorandums or similar rights issued or granted by the 
Company during the financial year, indicating any consideration received by the Company in return for:
There are no convertible debt instruments and any contractual securities, offering memorandums or similar rights issued or granted by the Company during the fiscal year ended 
31/12/2018.

29- A description of any transfer or subscription rights under convertible debt instruments, contractual securities, offering memorandums or similar rights issued or granted by the 
Company:
There are no rights of transfer or subscription under convertible debt instruments and any contractual securities, offering memorandums or similar rights issued or granted by the 
Company during 2018.

30- A description of any redemption, purchase or cancellation by the Company of any redeemable debt instruments, the value of the listed securities purchased by the Company and 
those purchased by its subsidiaries:
There is no redemption, purchase or cancellation by the Company of any redeemable debt instruments, the value of the listed securities purchased by the Company, and those 
purchased by its subsidiaries.

Particulars
Total value 
of the loan 
principal

Loan date Maturity 
date

Balance of loans 
at the beginning 

period as of 
2018/01/01AD

Withdrawn 
from the loans 
during the year

Actual 
payment of 
loans during 

the year

Balance of loans 
at the ending 
period as of 

2018/12/31AD

Recorded as 
difference between 

the current value 
and the value 

received
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Name

Number of meetings and their dates 

Total
1 2 3 4 5 6 7 8 9 10 11 12 13

23
/0

1

19
/0

2

20
/0

3

27
/0

3

30
/0

4

15
/0

5

25
/0

6

05
/0

9

13
/0

9

03
/1

0

16
/1

0

19
/1

1

18
/1

2

Khalid bin Saleh Al-Sultan ü ü ü ü ü ü ü ü ü ü ü ü ü 13

Najm bin Abdullah Al-Zaid ü ü ü ü ü ü ü ü ü ü ü ü ü 13

Essam bin Elwan Al-Bayat ü ü ü ü ü ü ü ü ü ü ü ü ü 13

Abdul-Karim bin Ali Al-Ghamdi ü ü ü ü ü ü ü ü ü ü ü ü ü 13

Gérard Mestrallet ü ü ü ü ü X ü ü X X ü ü ü 10

Rashid bin Ibrahim Sherif ü ü ü ü ü X ü X ü ü ü ü ü 11

Abdulaziz bin Fahd Al-Khayal X ü ü ü ü X ü ü ü ü ü ü ü 11

Raed bin Nasser Al-Rayes ü ü ü ü ü ü ü ü ü ü ü ü ü 13

Abdul-Malik bin Abdullah
 Al-Hoqail ü ü ü ü ü ü ü ü X ü ü ü ü 12

Date of the last meeting of the General Assembly: 18/12/2018AD

31- Number of meetings of the Board of Directors held during the last financial year, the dates of the meeting, and record attendance of each meeting, explaining the names of 
attendees:

The Board of Directors held (13) meetings during 2018, and the following are the names of the members of the Board of Directors and the number of meetings attended by each member:

Attendance       Non-Attendance x

Name

Number of meetings and their dates 

Total
1 2 3 4 5 6 7 8 9 10 11 12 13

23
/0

1

19
/0

2

20
/0

3

27
/0

3

30
/0

4

15
/0

5

25
/0

6

05
/0

9

13
/0

9

03
/1

0

16
/1

0

19
/1

1

18
/1

2
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Number of the Company's applications to the 
shareholders' register Date of application Reasons for the application

Five applications

21/01/2018 Convening a general assembly

19/02/2018 Convening a general assembly

25/06/2018 Convening a general assembly

27/06/2018 Disbursement of profits

18/12/2018 Convening a general assembly

For the year ended

31 December 2018AD 31 December 2017AD

Sales of electrical energy 

The final controlling party of the Group 12,753,544 8,795,385

Entities under control of the final controlling party of the Group

Saudi Aramco 333,689 276,478

Saline Water Conversion Corporation 651,812 391,930

13,739,045 9,463,793

32- Number of the Company's applications to the shareholders' register, dates of these applications and reasons:

33- Description of any transaction between the Company and a related party:
Transactions with related parties

The ultimate controlling party of the Group is the Government of the Kingdom of Saudi 
Arabia through its ownership of the Public Investment Fund, Saudi Aramco, the Saline Water 

Conversion Corporation (where the latter are under the final control of the Government of 
Saudi Arabia), as well as independent power producers.

Transactions with related parties are as follows:

A) Sales of electrical energy 
(Amounts in thousands riyals)

Number of the Company's applications to the 
shareholders' register Date of application Reasons for the application

For the year ended

31 December 2018AD 31 December 2017AD
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34- Information relating to any acts or contracts to which the Company is a party, or where there is an interest for a member of the Board of Directors of the Company or of its senior 
executives or any person related to any of them:

B) Purchases of energy (Amounts in thousands riyals)

For the year ended

Sales of electrical energy: 31 December 2018AD 31 December 2017AD

Final controlling party of the Group

Saudi Aramco 10,781,478 10,058,436

Saline Water Conversion Corporation 570,566 538,586

Joint operations

Dhuruma Electricity Company 563,849 583,816

Rabigh Electric Company 908,292 957,436

Hajr Electricity Production Company 713,019 805,241

Al-Mourjan for Electricity Production Company 422,415 132,512

13,959,619 13,076,027

Nature of work or contract Amount of work or 
contract

Period of work or 
contract Conditions of work or contract Name of the member/senior executives or any 

person related to any of them

1

Medgulf Insurance Company provides 
the health insurance service to the 

Saudi employees of the Company and 
members of their families 

575 million riyal for 
the insurance year

Basic year and 
two optional 

years

Within the context of regular works 
and it didn't give any preferential 

advantages

Najm bin Abdullah Al-Zaid
Vice Chairman of the Company and vice chairman in 

Medgulf Insurance Co.

2

Medgulf Insurance Company provides 
the health insurance service to the 

Saudi employees of the Company and 
members of their families

36 million riyal for 
the insurance year One year

Within the context of regular works 
and it didn't give any preferential 

advantages

Najm bin Abdullah Al-Zaid
Vice Chairman of the Company and vice chairman in 

Medgulf Insurance Co.

3 Bilateral Murabaha Financing 
Agreement with Samba Financial Group 2400 million Five years

Within the context of regular works 
and it didn't give any preferential 

advantages

Fahd bin Hussein Al-Sudairi
Executive Chairman-Designate of the Company

Member of the Board of Directors of Samba 
Financial Group

For the year ended

Sales of electrical energy: 31 December 2018AD 31 December 2017AD

Nature of work or contract Amount of work or 
contract

Period of work or 
contract Conditions of work or contract Name of the member/senior executives or any 

person related to any of them
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Particulars

In thousand Saudi riyal

2018AD 2017AD

Customs fees 10,991 6,910

Zakat and tax 10,952 12,770

General Organization for Social Insurance 976,908 1,012,111

Municipal fees 0 0

Others 33,198 10,865

Total 1,032,049 1,042,656

35- A statement of any arrangement or agreement whereby a member of the board of directors of the company or a senior executive has waived any remuneration:
There are no arrangements or waiver agreement whereby a member of the board of directors or a senior executive has waived any remuneration.

36- A statement of any arrangement or agreement of waiver by a shareholder of the Company of any rights in dividends: 
Pursuant to the Council of Ministers' Resolution No. 327 dated 24/9/1430H, the Government agreed to extend its waiver of its share of the dividends distributed by the Saudi Electricity 
Company for a period of ten years starting from 30/12/1430H. There are no arrangements or agreements under which any other shareholders have waived their rights to profits in 2018 AD.

37- A statement of the value of statutory payments due and payable for the payment of any Zakat, taxes, fees or any other entitlements, which have not been paid until the end of 
the annual financial period, with a brief description of them and a statement and the reasons thereof:

The table below shows the value of receivables to regulatory or regulatory bodies in the country:

38- A statement of the value of any investments or reserves established for the benefit of the company's employees:
A) Savings Program:
The company has created a system of saving and saving (optional) to motivate employees 
and enhance their loyalty and belonging to the company. This contributes to raising the 
level of performance, attracting qualified Saudi cadres and motivating them to continue in 
service and helping the Saudi employee to collect his savings and benefit from them upon 
retirement or service termination.
The company chooses to allocate a portion of the salary to invest it optionally for the 
benefit of the joint employee in the program. The company chooses suitable areas to invest 
the funds of the program in accordance with the terms of Islamic investment in low risk 
portfolios and portfolios.

The company contributes 100% of the employee's monthly contribution and is credited 
in his account. The employee's entitlement is calculated according to the company's 
principles starting from 10% upon the completion of the first year of subscription and up 
to 100% upon completion of the tenth year of participation. The employee's entitlements 
are calculated from this participation in case the subscription ends in accordance with the 
statutory regulations. The following is an explanation of the change in the contribution of the 
employees participating in the program and due to them from the Company's contribution 
during the year:

Particulars

In thousand Saudi riyal

2018AD 2017AD
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Particulars Employee's participation Entitlements to the employees from the Company's participation

Beginning balance 552,341,310 533,740,479

Net added/excluded during 2018 (4,987,287) 22,096,519

Ending balance 547,354,023 555,836,998

B) Loan program:
For the eighth year, the Company continued to provide housing loans to Saudi employees 
in accordance with the program's regulations to finance the acquisition, construction or 
completion of housing construction in accordance with the provisions of Islamic Shari'a 
(Murabaha) with a financing of up to SR (1,200,000) and a repayment period of 20 years 

with the Company's participation to incur 70% of the cost of financing, and the cessation 
of the contribution of the Company at the end of the employee's service for any reason and 
(515) employees benefited from the program during 2018.

The internal control system is prepared on a sound basis and the company seeks to 
implement it effectively through the observations that appear during the performance 
of the internal audit and the external auditor of their duties. The internal audit follows up 
the relevant parties to correct the observations and submit a periodic report to the audit 
committee clarifying the corrected remarks. The internal control system is designed to 
manage risk, maintain the company's assets and provide reasonable assurance about the 
integrity of the financial reports prepared from the accounting records. The company has 
implemented an integrated financial accounting system to record all financial transactions. 
The company asserts that the accounting records have been properly prepared. The 
Internal Audit activity is an independent activity and is related to the Audit Committee 
and carries out its functions according to the Internal Audit Regulations adopted by the 

Board of Directors. The internal control system is continuously examined to ensure its 
efficiency and effectiveness as well as making financial and operating reviews to evaluate 
the company's business. The Audit Committee of the Board reviews the comments made 
by the external auditors and the internal auditor and the results of their study on the 
efficiency and effectiveness of the internal control procedures of the company and draws 
the relevant recommendations to improve them and submit them to the Board of Directors. 
It also follows up the observations that emerged through these reviews as well as focusing 
on the notices with have the most important effect on the internal control system. Any 
internal control system, regardless of the integrity of its design and the effectiveness of its 
application, it isn't possible to provide an absolute assurance. The Company acknowledges 
that there is no doubt about its ability to continue its activity.

40- Report of the Company's public accountant: 
The 18th Ordinary General Assembly held on 25/06/2018 approved the appointment of KPMG Al-Fozan & Co. as the Company's public accountant for the fiscal year ended 31/12/2018. 
The company's accountant's report did not include any reservations to the annual financial statements.

39- Accounting records and internal control system and the ability of the company to continue its activity:

41- Board's recommendation on the company's public accountant:
No recommendation has been made by the Board of Directors to replace the Public Accountant since its adoption in the previous General Assembly.

At the end of this report, the Board of Directors of the Saudi Electricity Company is pleased to extend its sincere thanks and appreciation to all the employees of the Company for their 
continuous and sincere commitment to achieve their objectives and keenness on achieving its objectives and interests as well as raising its position and competitive abilities and we 
ask Allah Almighty to bless our efforts and the Company continues its implementation of their plans and programs to support and promote the economic and social development of 
the Kingdom, and meet the requirements of electrical energy. 

Particulars Employee's participation Entitlements to the employees from the Company's participation
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Consolidated financial statements
And the report of the auditor's
for the year ended December 2018 ,31AD
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Independent auditor΄s report
For M.s/Shareholders of Saudi Electricity Company
Opinion 

Basis of opinion

Key audit matters

We have audited the accompanying consolidated financial statements of Saudi Electricity 
Company ("Company") and its subsidiaries (collectively referred to as "Group") (A Saudi Joint-
Stock Company) which comprise the consolidated balance sheet as of December 31, 2018 
and the consolidated statements of income and other comprehensive income, changes in 
owners› equity and cash flows for the year then ended, and the notes to the consolidated 
financial statements consisting of a summary of significant accounting policies and other 
explanatory information.

In our opinion, the accompanying consolidated financial statements are presented fairly, 
in all material respects, the consolidated balance sheet of the Group as of December 31, 
2018, its consolidated financial performance and its consolidated cash flows for the year 
then ended in accordance with International Financial Reporting Standards (IFRS) adopted 
in Saudi Arabia, And other versions approved by the Saudi Organization for Certified Public 
Accountants.

We conducted our audit in accordance with the International Auditing Standards adopted 
in Saudi Arabia. Our responsibility under these standards is also explained in the "Auditor's 
Responsibility for Auditing the Consolidated Financial Statements"section of this report. We 
are independent of the Group in accordance with the Saudi Arabian Code of Conduct and 
Ethics relevant to our auditing of the consolidated financial statements. We have complied 
with our other ethical responsibilities in accordance with these rules. We believe that the 
audit evidences we have obtained are sufficient and appropriate to provide a basis for our 
opinion.

The main matters to be audited are those which, in our judgment, we considered most 
important in our audit of the consolidated financial statements for the current year. These 
matters have been addressed in the context of our review of the consolidated financial 
statements as a whole, and when we give our opinion about them, and we do not express a 
separate opinion on those matters.

Please refer to note 16 to the consolidated financial statements

Key audit matter

Application of IFRS  No. 9 and decrease in balances of electricity 
consumers' receivables

How to address the key matter 
in our auditKey audit matter

Among other things, we have 
implemented the following procedures 
related to the application of IFRS 
No.9 and provision for impairment 
of balances of electricity consumers' 
receivables:
•Evaluation, design, implementation 
and examination of the operational 
efficiency of internal control systems 
related to management procedures 
related to control the balances of 
receivables of electricity's consumers 
including the provision for impairment of 
receivables of electricity's consumers.
•To obtain an understanding of the 
gaps between the requirements of 
IAS 39 and IFRS 9; and testing the 
validity of settlements resulting from 
the transformation process to the 
application of IFRS 9.
•Examining a sample of balances 
of receivables of the electricity's 
consumers for which a provision 
was calculated during the year to 
estimate the extent of reasonableness 
of the estimates used by the Group's 
management.
•Assessing the adequacy of disclosures 
made by the Management in the 
consolidated financial statements.

As set out in note 3-1 to the consolidated financial 
statements and as from January 2018, the Group 
has adopted IFRS 9 which replaces the provisions 
of IAS 39 regarding the recognition, classification 
and measurement of financial assets and 
financial liabilities in addition to the provision of 
new methods of accounting for impairment of 
financial assets and hedge accounting.
At 31 December 2018, total electricity consumers' 
receivables amounted to SR36.7 billion, against 
the recognition of a provision for impairment of 
SR1.6 billion.
In accordance with the requirements of IFRS 
9, the Group has applied credit loss models to 
calculate impairment of electricity consumers' 
receivables.
The implementation of the requirements of 
this standard has not resulted in any material 
adjustments except for the recognition of 
impairment losses in the balances of electricity 
consumers' receivables amounting to SR454 
million that have been included in the Group's 
equity in the consolidated financial statements 
as of January 1, 2018 as shown in note 3-1 to the 
consolidated financial statements.
Accordingly, the commencement of application of 
IFRS No.9 and the related application of credit loss 
models to account for the decrease in electricity 
consumers' receivables has been considered 
as a key audit matter as the determination of 
impairment of trade receivables using expected 
credit loss models includes significant judgments 
and estimates that may have a significant impact 
on the consolidated financial statements of the 
Group.
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Please refer to note 39 to the consolidated financial statements

Key audit matter Key audit matter
As set out in note 3-1 to the consolidated financial statements and as from 1 January 2018AD, the Group 
has adopted IFRS 15 which replaces the provisions of IAS 18.
The application of new standard didn't result in significant differences about the revenues of contracts 
concluded with the consumers.
The Group recognized the revenues of electricity sales of SR 59.6 billion for the year ended 31 December 
2018AD.
The accrued revenues for the electricity consumed by the subscribers which have not invoices till the date 
of consolidated financial statements are recorded based on internal estimates, assumptions and policies 
and depend significantly on the Management's expertise. 
The revenues are considered one of the significant indicators to measure the Group'    s performance, 
and this result in the existence of inherent risks through the recognition of revenues with more than their 
actual value.
Accordingly, because of the significance of amount of revenues and inherent risks in the process of 
revenues recognition with more than their actual value and the existence of estimates related to the 
calculation of the accrued revenues, the revenue recognition is considered one of the key audit matters. 

Among other things, we have implemented the following procedures related 
to the application of IFRS No.9 and provision for impairment of balances of 
electricity consumers' receivables:
• Evaluation, design, implementation and examination of the operational 
efficiency of internal control systems related to management procedures 
related to control the revenue recognition of sales of electricity.
• To obtain an understanding of the gaps between the requirements of IAS 
15 and IFRS 15.
•  We inquired from the Management's representatives about their knowledge 
of the fraud risks and if there are actual fraud cases.
• Testing a sample of journal entries of the accounts related to the risks 
specified for material misstatements and their comparison with supporting 
documents.
• Assessing the Management's estimated concerning the impact of use 
judgments and assumption on revenue recognition of the year.
• Assessing the adequacy of disclosures made by the Management in the 
consolidated financial statements.

Key audit matter

Application of IFRS  No. 15 –Revenue recognition of electricity sales 

Other information

Responsibilities of the Management and those who are assigned with the governance for the consolidated financial statements

The Management is responsible for the preparation and fair presentation of the consolidated 
financial statements in accordance with International Financial Reporting Standards 
adopted in Saudi Arabia, other standards and versions approved by the Saudi Organization 
for Certified Public Accountants (SOCPA), the applicable provisions of the Companies 
Regulations and the Company's Articles of Association, Management is necessary to enable 
it to prepare consolidated financial statements that are free from material misstatement, 
whether due to fraud or error. 

In preparing the consolidated financial statements, the Management is responsible for 
assessing the Group's ability to continue in accordance with the principle of going-concern 
and disclosure, as appropriate, matters relating to going-concern, and using the principle of 
going-concern as an accounting principle, unless the Management intends to liquidate the 
group or discontinue their operations, or the absence of a realistic alternative except doing so.
Those who are assigned with governance are responsible for overseeing the Group's 
financial reporting process.

The Management is responsible for other information. Other information includes 
information contained in the annual report, but does not include the consolidated financial 
statements and report thereon, and the annual report is expected to be available to us after 
the date of our report.
Our opinion in the consolidated financial statements does not cover other information, and 
we will not disclose any form of confirmation conclusions in this regard. Concerning our 

audit of the consolidated financial statements, it is our responsibility to read the above-
mentioned information as it becomes available. In doing so, we consider whether the other 
information is not materially consistent with the consolidated financial statements or with 
the knowledge obtained during the audit; in another way it is materially distorted.
When we read the annual report, when it is available to us, if we find that there is a material 
distortion of it, we have to inform those who are assigned with governance. 
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Auditor's responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance as to whether the consolidated 
statements as a whole are free from material misstatement, whether due to fraud or error, 
and to issue the auditor's report which includes our opinion. Reasonable assurance is a high 
level of assurance, but it is not a guarantee that an audit carried out in accordance with the 
International Auditing Standards adopted in Saudi Arabia will always reveal any material 
misstatement when it exists. Distortions can arise from fraud or error and are material if 
they can reasonably be expected to affect individually or collectively the economic decisions 
that users make based on these consolidated financial statements.
As part of our audit in accordance with the International Auditing Standards adopted in the 
Kingdom of Saudi Arabia, we practice professional judgment and maintain professional 
suspicion during the audit. We also:
• Identification and evaluation of the risks of material misstatement of the consolidated 
financial statements, whether due to fraud or error, design and implementation of audit 
procedures to address those risks, and obtainment of adequate and appropriate audit 
evidence to form a basis for showing our opinion. The risk of not detecting a material 
misstatement resulting from fraud is higher than the risk of error, because fraud may involve 
collusion, fraud, deliberate omission, misleading statements, or overriding internal control.
• Obtainment of an understanding of the internal control systems relevant to the audit in 
order to design audit procedures appropriate to the circumstances, and not to express an 
opinion on the effectiveness of the Group's internal control systems.
• An assessment of the appropriateness of the accounting policies used, and the 
reasonableness of the accounting estimates and related disclosures made by the 
Management.
• Conclusion of the appropriateness of the Management's use of the principle of going-
concern as an accounting principle, based on the audit evidences obtained, and whether 
there is a material uncertainty relating to events or circumstances that may raise significant 
doubts about the Group's ability to continue in accordance with the principle of continuity. 
If we find a material uncertainty, we should draw attention in our report to the relevant 

disclosures in the consolidated financial statements, or if such disclosures are not sufficient, 
we must adjust our opinion. Our findings are based on the audit evidences obtained till 
the date of our report. However, future events or circumstances may result in the Group's 
stopping to continue in accordance with the principle of going-concern. 
• Evaluation of the general presentation, the structure and content of the consolidated 
financial statements, including disclosures, and whether the consolidated financial 
statements reflect the relevant transactions and events in a manner that fairly reflects the 
financial position.
• Obtainment of adequate and appropriate audit evidences in respect of the financial 
information of entities or businesses within the Group to express an opinion on the 
consolidated financial statements. We are responsible for the direction, supervision and 
performance of the audit process of the Group. We remain the sole entity responsible for 
our opinion in audit. 
Among other things, we have informed those who are assigned with governance about 
the scope and timing of the audit and the significant results of the audit, including any 
significant deficiencies in the internal control systems discovered during the audit of the 
Saudi Electricity Company ("Company") and its subsidiaries ("Group"), .
They also provided those who are assigned with governance with a statement that we had 
complied with the relevant ethical requirements of independence and informed them of all 
relationships and other matters that we reasonably believe may affect our independence 
and, if so required, related safeguards.
Among the things that have been reported to those assigned with governance, we identify 
those matters that we considered most important when reviewing the consolidated 
financial statements for the current year, which are the key audit matters. We make this 
clear in our report unless a public disclosure law or regulation is prohibited or when we 
see, in very rare circumstances, that it should not be reported in our report because the 
negative consequences of doing so are reasonably expected to outweigh the benefits of 
public interest resulting from this report.

Acting/KPMG Al-Fozan & Partners
Accountants and Certified Accountants
(Handwritten signature) 

Abdullah Hamad Al-Fozan                                            
License no. 348       Date: 5 Rajab 1440H

Corresponding to: 12 March 2019AD
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The attached notes from (1) to (49) are an integral part of these consolidated financial statements

Note 31 December 2018 AD 31 December 2017 AD 

Assets

Fixed assets

Properties, Plants and Equipment, net 9 418,102,025 404,289,536

Investment properties 10 535,144 535,144

Intangible assets, net 11 478,694 372,115

Equity-accounted investments in companies 12 1,473,815 1,529,472

Financial assets in expired cost 13 42,634 65,465

Financial assets through last comprehensive income 14 299,365 305,622

Deferred tax assets 21,294 35,401

Total fixed assets 420,952,971 407,132,755

Current assets

Inventory, net 15 4,745,394 5,697,846

Receivable of electricity consumers, net 16 35,131,473 29,540,207

Advanced loans and payments 17 694,899 1,497,630

Prepaid expenses and other receivables 18 601,894 833,812

Cash and its equivalent 19 2,429,213 1,058,210

Total current assets 43,602,873 38,627,705

Total assets 464,555,844 445,760,460

Consolidated Balance Sheet as of December 2018 ,31AD Note 31 December 2018 AD 31 December 2017 AD 
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Note 31 December 2018 AD 31 December 2017 AD 

Owners' equity and liabilities

Owners' equity 

Capital 20 41,665,938 41,665,938

Statutory reserve 3,712,055 3,543,579

General reserve  702,343 696,294

Other reserves 713,609 106,897

Retained earnings 26,883,833 26,296,699

Total owners' equity 73,677,778 72,309,407

Liabilities

Non-current liabilities

Long-term bank loans 31 48,888,978 53,210,260

Instruments 31 39,289,162 31,793,505

Government loans 31 46,456,909 44,364,627

Employees' benefits liabilities 23 6,062,992 7,602,894

24 44,039,742 38,391,105

Deferred government grants 25 44,539,395 45,608,969

Derivatives financial instruments 31 268,035 299,002

Consolidated Balance Sheet as of December 31, 2018 AD-(Continued) Note 31 December 2018 AD 31 December 2017 AD 

The attached notes from (1) to (49) are an integral part of these consolidated financial statements
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Liabilities related to the removal of assets 26 258,534 193,373

Deferred tax liabilities 33 297,977 269,195

Total non-current assets 230,101,724 221,732,930

Current liabilities

Short-term bank loans 31 22,943,659 17,142,151

Accounts payable 27 17,050,314 32,586,241

Other payable dues and balances 28 12,834,839 7,530,262

Provisions for other liabilities and charges 29 335,341 494,680

Recovered subscribers' insurances 1,993,524 1,935,938

Government payables 30 92,494,578 80,550,577

Payments received by the subscribers 32 11,410,789 8,703,397

Short-term deferred revenues 24 1,688,598 2,720,701

Derivative financial instruments 31 24,700 54,176

Total current liabilities 160,776,342 151,718,123

Total liabilities 390,878,066 373,451,053

Total owners' equity and liabilities 464,555,844 445,760,460

The attached notes from (1) to (49) are an integral part of these consolidated financial statements

Consolidated Balance Sheet as of December 31, 2018 AD-(Continued) Note 31 December 2018 AD 31 December 2017 AD 
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Note 31 December 2018AD 31 December 2017AD

Operations revenues 39 64,063,638 50,684,906

Costs of revenues 40 (58,144,024) (43,995,312)

Gross profit 5,919,614 6,689,594

Other revenues, net 42 1,436,021 1,465,097

General and administrative expenses 41 (1,340,032) (1,440,400)

Human resources productivity improvement program 23 - (2,829,155)

Exemptions from Municipal charges 43 - 6,119,546

Operating profit of the year 6,015,603 10,004,682

Financing revenues 16,116 8,436

Financing expenses (4,152,733) (2,760,580)

Financing costs, net 44 (4,136,617) (2,752,144)

Equity-accounted investments 12 (62,338) (108,876)

Profit of the year before Zakat and Tax 1,816,648 7,143,662

Zakat expense 33 (9,741) (4,875)

Deferred tax expense 33 (49,774) (230,538)

Net profit of the year 1,757,133 6,908,249

Earnings per share (in Saudi riyal)

Basic and diluted earnings per share 37 0,42 1,66

Consolidated Income Statement as of December 31, 2018AD Note 31 December 2018AD 31 December 2017AD

The attached notes from (1) to (49) are an integral part of these consolidated financial statements
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Note 31 December 2018AD 31 December 2017AD

Net profit of the year 1,757,133 6,908,249

Other Comprehensive Income

Items that can be reclassified latter to the Consolidated Income Statement

Changes in the fair value of the financial assets through the other comprehensive income (6,257) 14,670

Hedging of cash flows- Effective part 58,303 41,678

Total items that can be re-tabulated later to the consolidated income statement 52,046 56,348

The item that will not be classified to the Consolidated Income Statement 

Re-measurement of employees' benefits liabilities 23 554,666 169,524

The item that will not be classified to the Consolidated Income Statement 554,666 169,524

Other Comprehensive Income of the year 606,712 225,872

Total Other Comprehensive Income of the year 2,363,845 7,134,121

Consolidated Statement of Other Comprehensive Income as of December 31, 2018AD Note 31 December 2018AD 31 December 2017AD

The attached notes from (1) to (49) are an integral part of these consolidated financial statements
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Other reserves

Capital Statutory 
reserve

General 
reserve

Derivative 
financial 

instruments in 
fair value

Employees'
Benefits 
liabilities

Change in 
fair value of 

available for sale 
investments 

Financial assets 
through the other 
comprehensive 

income

Total other 
reserves

Retained 
earnings 

Total owners' 
equity

Balance on 1 January 2017AD 41,665,938 2,863,305 569,506 (391,205) 253,908 18,322 - (118,975) 20,618,023 65,597,797

Net profit of the year - - - - - - - - 6,908,249 6,908,249

Other comprehensive income - - - 41,678 169,524 14,670 - 225,872 - 225,872

Total comprehensive income - - - 41,678 169,524 14,670 - 225,872 6,908,249 7,134,121

Transactions with shareholders as owners

Dividends of 2016 (Note 21) to shareholders - - - - - - - - (547,252) (547,252)

Conversion to statutory reserve - 680,274 - - - - - - (680,274) -

Conversion to general reserve - - 126,788 - - - - - - 126,788

Exclusion of owners' equity in Joint operations - - - - - - - - (2,047) (2,047)

Total transactions with shareholders as owners - 680,274 126,788 - - - - - (1,229,573) (422,511)

Balance on 31 December 2017AD 41,665,938 3,543,579 696,294 (349,527) 423,432 32,992 - 106,897 26,296,699 72,309,407

Modifications of application of IFRS no.9 
(Note 3-1)

- - - - - (32,992) 32,992 - (454,271) (454,271)

Balance on 1 January 2018AD 41,665,938 3,543,579 696,294 (349,527) 423,432 - 32,992 106,897 25,842,428 71,855,136

Net profit of the year - - - - - - - - 1,757,133 1,757,133

Other comprehensive income - - - 58,303 554,666 - (6,257) 606,712 - 606,712

Total comprehensive income - - - 58,303 554,666 - (6,257) 606,712 1,757,133 2,363,845

Transactions with shareholders as owners 

Dividends of 2017AD (Note 21) to shareholders - - - - - - - - (547,252) (547,252)

Conversion to statutory reserve - 168,476 - - - - - - (168,476) -

Conversion to general reserve - - 6,049 - - - - - - 6,049

Total transactions with shareholders as owners - 168,476 6,049 - - - - - (715,728) (541,203)

Balance on 31 December 2018AD 41,665,938 3,712,055 702,343 (291,224) 978,098 - 26,735 713,609 26,883,833 73,677,778

Consolidated Statement of Changes in Owners' Equity for the year 
ended December 31, 2018AD Other reserves

Capital Statutory 
reserve

General 
reserve

Derivative 
financial 

instruments in 
fair value

Employees'
Benefits 
liabilities

Change in 
fair value of 

available for sale 
investments 

Financial assets 
through the other 
comprehensive 

income

Total other 
reserves

Retained 
earnings 

Total owners' 
equity

The attached notes from (1) to (49) are an integral part of these consolidated financial statements
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Cash flows of operating activities 31 December 2018AD 31 December 2017AD

Profit of the year before Zakat and tax 1,816,648 7,143,662

Settlements:

Depreciation of properties, plants and equipment  16,848,563 15,671,163

Amortization of intangible assets 87,404 97,368

Financing costs, net 4,136,617 2,752,144

Employees' benefits liabilities 905,432 3,382,792

Permanent decrease in the value of inventory 425,684 -

Decrease provision in inventory 340,495 303,707

Share in loss of equity-accounted investments 62,338 108,876

Depletion of deferred government grants (1,215,508) (1,058,639)

Provision of liabilities and other fees (159,339) 364,777

(Profits)/Losses of exclusion of properties, plants and equipment (56,063) 34,195

Exemption from municipal charges - (6,119,546)

Allowance for doubtful debts - 9,582

Loss of sale of Joint operations - 327

Cash follow after amending the non-cash items 23,192,271 22,690,408

Consolidated Statement of Cash Flows for the year ended December 31, 2018AD 31 December 2018AD 31 December 2017AD

The attached notes from (1) to (49) are an integral part of these consolidated financial statements
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Changes in working capital:

Inventory  186,273 875,287

Receivables of electricity consumers (17,552,290) (1,010,748)

Prepaid expenses and other receivables 231,917 3,369,819

Advanced loans and payments  794,401 1,784,415

Accounts payable 7,914,827 6,937,273

Other payable dues and balances 5,062,921 558,362

Recovered subscribers' insurances 57,586 90,858

Payments received by the subscribers 2,707,392 (3,373,858)

Deferred revenues 4,616,533 6,811,862

Paid employees' benefits liabilities (2,061,973) (1,871,699)

Cash of operating activities   25,149,858 36,861,979

Paid Zakat (8,912) (2,517)

Net cash flows of operating activities 25,140,946 36,859,462

Consolidated Statement of Cash Flows for the year ended December 31, 2018AD 31 December 2018AD 31 December 2017AD

The attached notes from (1) to (49) are an integral part of these consolidated financial statements
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31 December 2018AD 31 December 2017AD

Net cash of operating activities 25,140,946 36,859,462

Cash flows of investment activities

Purchase of properties, plants and equipment (28,354,841) (43,143,262)

Amounts collected from sale of properties, plants and equipment 84,177 49,846

Intangible assets (193,983) (75,405)

Payments from the purchase of equity-accounted financial investments (6,680) (68,010)

Collections from financial investments in expired cost 22,744 -

Loans to an associate company 8,330 8,925

Cash converted when excluding the Joint operations, net cash received and retained earnings converted - (57,040)

Purchase of financial assets through other comprehensive income - 51,428

Net cash used in the investment activities (28,440,253) (43,233,518)

Cash flows of financing activities  

Collections from loans  24,491,045 18,750,313

Collections from government grants 145,934 -

Collections from instruments 7,495,657 -

Paid loans and instruments  (22,983,975) (8,579,418)

Paid dividends  (539,306) (538,781)

Paid costs of financing, net (3,939,045) (3,245,235)

Cash flows of financing activities    4,670,310 6,386,879

Net change in cash and its equivalent 1,371,003 12,823

Cash and its equivalent at the beginning of the year 1,058,210 1,045,387

Cash and its equivalent at the end of the year 2,429,213 1,058,210
 

Consolidated Statement of Cash Flows for the year ended December 31. 2018AD-(Continued) 31 December 2018AD 31 December 2017AD

The attached notes from (1) to (49) are an integral part of these consolidated financial statements
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1-Information about the company
Saudi Electricity Company was established in accordance with the Council of Ministers' 
Resolution No. 169 of 11 Sha'ban 1419H corresponding to 29 November 1998AD stipulating 
the reorganization of the electricity Segment in the Kingdom of Saudi Arabia and the 
integration of all local companies operating in the field of the provision of electrical energy 
service (Ten joint-stock companies covering most of the regions Kingdom geographically) 
in addition to the projects of the General Electricity Corporation, a governmental institution 
affiliated to the Ministry of Industry and Electricity (Eleven operational projects covering 
different areas in the north of the Kingdom) in the Company.

The Company was established by Royal Decree No. 16/ of 6 Ramadan 1420H corresponding 
to 13 December 1999 pursuant to the Council of Ministers' Resolution No. 153 of 5 
Ramadan 1420H corresponding to 12 December 1999 and the resolution of the Minister of 
Commerce No. 2047 of 30 Dhul Hijjah 1420H corresponding to 5 April 2000 as a Saudi Joint 
Stock Company under the Commercial Register issued by Riyadh No.1010158683 dated 28 
Muharram 1421H corresponding to 3 May 2000AD.

The Company's main activities are the generation, transmission and distribution of electrical 
energy. The Company is the main producer of electricity throughout the Kingdom of Saudi 
Arabia and provides services to various governmental, industrial, agricultural, commercial 
and residential Segments. 

The Company is subject to the control of the electrical services tariff, which is determined 
by resolutions issued by the Council of Ministers on the recommendation of the Electricity 
and Co-Generation Regulatory Authority, which was established on 13 November, 2001 by 
the Council of Ministers' Resolution No. 169 and 11 Sha'ban 1419H. An amendment to 
the electrical energy tariff was made by Council of Ministers' Resolution No. 170 and 12 
Rajab 1421H. The highest category was 26 kilowatt/hour per kilo and was applied as of 1 
Shaba'an 1421H corresponding to 28 October 2000AD.

In addition, a further amendment to the electrical energy tariff was made pursuant to 
the Council of Ministers´ Decision (No. 333) dated 16 October, 2009, corresponding to 5 
October, 2009, that the Board of Directors of the Electricity and Co-Generation Regulatory 

Authority, when reviewing the electricity tariff categories for non-residential consumption 
categories (commercial, industrial, government), shall have the right to make amendments 
to its values and to approve them not to exceed 26 halala per kilowatt-hour, so that these 
tariffs take into account the electrical loads at peak times and others. The application is 
effective from 19 July, 2010, corresponding to 1 July, 2010. 

On 17 Rajab 1437H corresponding to 28 December, 2015, the Council of Ministers' 
Resolution (No. 95) was issued to increase the prices of energy products as of 18/3/1437H 
corresponding to 29 December 2015 and to increase the electricity consumption for all 
categories as the highest category was 32 halala per kilowatt/hour which was effective on 
1 March 2017AD corresponding to 11 January 2016AD.

On 24 Rabi'a Al-Awwal 1439H corresponding to 12 December 2017, the Council of Ministers' 
resolution (No.166) was issued to increase the prices of energy products and the electricity 
consumption tariff for some categories of subscribers and to change some consumption 
segments as of January 1, 2018 and in accordance with Royal Decree (No. 14006) and 23 
Rabi'a Al-Awwal 1439H corresponding to 11 December 2017, the Company shall pay the 
State fees equivalent to the difference between the previous tariff and the new tariff.
Dawiyat Communications Company received a license from the Telecommunications and 
Information Technology Authority (ITC) for the provision of telecommunication services. In 
addition, the Company received a license to provide wholesale services for the infrastructure 
in 2018.

The fiscal year starts from the first of January and ends at the end of December of each 
calendar year in accordance with the Articles of Association of the Company.
Saudi Electricity Company is referred to as ("Company") or collectively with its subsidiaries 
and joint operations as ("Group").
The Company's headquarters is located in Riyadh, Saudi Arabia.

2-Basis of preparation
The Group's consolidated financial statements have been prepared in accordance with 
International Financial Reporting Standards adopted in Saudi Arabia and other standards 
and versions adopted by the Saudi Organization of Certified Public Accountants.
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Financial assets at expired cost
Financial assets are measured at expired cost if the following two conditions are met and 
are not considered at fair value through profit or loss:
- Assets are retained in the business model for the purpose of collecting contractual cash 
flows
- The contractual terms of the financial assets, on a specific date, result in cash flows that 
are only payments of principal and interest on the principal of the outstanding amount.

Financial assets at fair value through other comprehensive income
Financial assets (debt instruments investments) are measured at fair value through other 
comprehensive income if both of the two conditions below are met and are not allocated at 
fair value through profit or loss:
-Assets are held in a business model whose objective is to be achieved through the collection 
of contractual cash flows and the sale of financial assets.
-The contractual terms of the financial assets, on a specific date, result in cash flows that 

are only payments of principal and interest on the principal of the outstanding amount.
Classification of financial assets
Upon initial recognition of a financial instrument that is not held for trading, the Group may 
present subsequent changes in the fair value of the investment in an equity instrument 
within other comprehensive income. This choice is made for each investment individually.
All financial assets that are not classified as financial assets at expired cost or fair value
Through other comprehensive income as described above, they are measured at fair value 
through profit or loss, including all derivative financial assets. Upon initial recognition, the 
Group can classify it irrevocably if the measurement requirement is at amortized cost or at 
fair value through other comprehensive income and measured at fair value through profit 
or loss. If it does so, it eliminates the accounting mismatch that may arise in the method or 
reduce it significantly.
Financial assets are measured at their fair value plus (in the case of a financial asset not at 
fair value through profit or loss) transaction costs directly related to the acquisition of the 
financial asset.

IFRS 9 "Financial Instruments" and Standard 15, "Contracts with Customers" have been 
applied at the beginning of 2018. For the most important changes in accounting policies 
arising from application of the mentioned standards, please refer to note (3-1).

3-Changes in accounting policies and notes
3-1 The impact of changes on accounting policies as a result of the application of new 
IFRS
The Group has adopted IFRS 9 "Financial Instruments" and IFRS 15 "Revenues from 
Contracts with Customers".

IFRS 9 Financial Instruments: Transition
In accordance with the requirements of the transition to IFRS 9, the option of amendment 
has been taken at the expense of retained earnings and comparative figures have not been 
adjusted. The difference in the carrying amounts of financial assets and financial liabilities 
arising from the application of IFRS 9 within the retained earnings as of January 1, 2018.

Accounting policies have been modified to conform to IFRS 9. IFRS 9 replaces IAS 39 on 
Recognition, Classification, Measurement of Financial Assets and Liabilities, de-recognition 
of financial instruments, impairment of financial assets and hedge accounting. IFRS 9 
amends other standards that address financial instruments such as IFRS 7 Disclosures.

Classification of financial assets and financial liabilities
In accordance with IFRS 9, on initial recognition, financial assets are measured at expired 
cost or at fair value through other comprehensive income-investments in debt instruments-
at fair value through other comprehensive income- owners' equity instruments-or fair value 
through profit or loss. The classification of financial assets under IFRS 9 is generally based 
on the business model under which the financial assets and their contractual cash flows 
are managed. Derivatives included in contracts where financial assets are the basis are 
not separated within the scope of the Standard. Instead, the entire hybrid instrument is 
evaluated for its classification.
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The total impact on the retained earnings of the project as a result of classification and measurement of instruments as of January 1, 2018 AD is as follows:

Opening balance for retained earnings-according to IAS 39-31 December 2017AD 26,296,699

Amendments resulting from the application of IFRS 9

Increase in the provision of trade receivables (454,195)

Increase in the provision of financial assets measured at expired cost 76

Opening retained earnings-according to IFRS 9- as of  January 1, 2018AD 25,842,428

Financial assets at fair value through profit or loss
These assets are subsequently measured at fair value. Net profits or losses including revenues of 

interests and dividends are recognized in the consolidated statement of income as of December 31, 
2018. The Group has no such assets.

Financial assets at expired cost

These assets are subsequently measured at expired cost using the effective interest method. 
Impairment losses are reduced by impairment losses. Interest income, foreign exchange gains and 

losses and impairment losses are recognized in profit or loss. Any gain or loss on de-recognition of the 
investment is recognized in the consolidated statement of income.

Financial assets through other comprehensive income
 (Debt instruments investments)

Are subsequently measured at fair value, interest income calculated using the effective interest 
method, foreign exchange gains and losses and impairment in profit or loss is recognized. Gains or 

other net losses are recognized in other comprehensive income upon de-recognition. Gains and losses 
accumulated in other comprehensive income are reclassified to profit or loss. As of December 31, 2018, 

the Group has no such assets.

Financial assets through other comprehensive income 
(Owners' equity instruments investments) 

Financial assets through other comprehensive income (investments in debt instruments). These assets 
are subsequently measured at fair value. Dividends are recognized as income in profit or loss. Any 

gain or loss on de-recognition or recognition of the investment is recognized in equity and may not be 
reclassified to the consolidated statement of income

The following accounting policies apply to the subsequent measurement of financial assets:
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IFRS 15 Revenue from Contracts with Customers
This standard supersedes IAS 11 covering construction contracts and IAS 18, which 
includes revenue from the sale of goods and the provision of services. This standard is 
based on the principle of revenue recognition when the control of a good or service is 
transferred to the customer, unless such contracts are within the scope of other criteria. 
The new standard sets a five-step model for calculating contract revenue with customers. 
In accordance with International Financial Reporting Standard 15, revenue is recognized in 
an amount that reflects the consideration that the Group expects to be entitled to for the 
transfer of the goods or services to the customer.

The standard requires judgment from the Group, taking into account all relevant facts and 
circumstances when applying each step of the model to contracts with its customers. The 
standard also defines the accounting of the incremental costs of obtaining the contract and 
the costs directly related to the execution of the contract.

Application of IFRS 15 – Transition
The Group has adopted IFRS 15, resulting in amendments to the amounts presented in the 
financial statements. 

The Group has applied exemptions to the requirements for the representation of contracts 
concluded before 1 January 2018. The IFRS 15 has been applied only to contracts that were 
not completed on the first application date, i.e. on 1 January 2018. 

In accordance with the requirements of IFRS 15, the Group has reviewed the period in which 
revenue from the electricity service connection tariff is recognized in order to ensure that 
performance obligations are met over the useful life of the equipment used in the service of 
the subscribers. Consequently, the estimated performance periods are adjusted to 35 years 
instead of the previous estimate It was 20 to 30 years. This change is applied prospectively 
in accordance with the requirements of IFRS 15 as a change in estimate and has resulted 
in a decrease in annual revenues of SR1.34 billion.

3-2 New standards and amendments issued and not yet effective 
The standards and amendments issued have been disclosed without being effective until 
the date of issuance of the Group's consolidated financial statements.
The Group intends to adopt these standards, if applicable, when they become effective.

IFRS 16: Leases
The IASB issued a new standard for the recognition of lease contracts. This standard will 
replace:
- IAS 17 "Leases".
- IFRIC 4 - "Whether the arrangement contains a lease".
- Explanation of the Standards Committee Report No. 4 - "If the arrangement includes a 
lease contract or not".
- Explanation of the Standards Committee Report No. 15- "Operating lease contracts-
incentives"
- Explanation of the Standards Committee Report No. 27 - "Evaluation of the substance of 
transactions involving the legal form of lease".

Under IAS 17, the lessee must distinguish between the finance lease contract (in the 
statement of financial position) and the operating leases (outside the statement of balance 
sheet). IFRS 16 requires the lessee to recognize the lease obligation that reflects the future 
lease payments and the "original of right utilization" for all leases. The standard included an 
optional exception for some short-term leases and leases with low-value assets.

3-2-2 Annual amendments to IFRSs (Session of 2015-2017) 
IFRS 3 Business Combinations
IFRS 11 Joint Arrangements
IAS 23: Borrowing Costs

3-2-3  IFRIC 23 Uncertainty with income tax treatments. 
3-2-4 Long-term benefits in associates and joint ventures (Amendments to IAS 28)
3-2-5 Amendments to the plan, adjustments or adjustments to employee benefits 
(Amendments to IAS 19)
3-2-6  Advantages of prepayments with negative compensation (Amendments to IFRS 9)

The mandatory date for application of the Standard is January 1, 2019, and allows for early 
application. The Group has chosen not to apply the above standards early and the Group's 
Management is currently studying the impact of applying the aforementioned standards 
and amendments.
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4-Basis of measurement
The consolidated financial statements have been prepared under the historical cost 
principle, except for financial assets through other comprehensive income, financial assets, 
financial liabilities and employee benefits' liabilities measured at fair value. 
The Group has to comply with the cost model for real estate investments, properties, plant 
and equipment and intangible assets for a period of 3 years from the date of application of 
the International Financial Reporting Standards in accordance with the circular issued by 
the Capital Market Authority on 16 October 2016.

These consolidated financial statements of the Group have been presented in Saudi Riyal, 
which is the functional currency and presentation currency of the Group. All values are 
shown to the nearest thousand Saudi riyals unless otherwise indicated.

5-Use of estimates and judgments
The preparation of the Group's consolidated financial statements in accordance with 
International Financial Reporting Standards adopted in Saudi Arabia and other standards 
and versions adopted by the Saudi Organization for Certified Public Accountants requires 
management to make judgments, estimates and assumptions that affect the reported 
amounts of revenue, costs, assets and liabilities and disclosure of contingent liabilities at 
the reporting date.

Estimates and judgments are evaluated on an ongoing basis and are based on past 
experience and other factors, including expectations of future events that are believed to be 
reasonable under the circumstances.

Amendments to accounting estimates are recognized in the year in which the estimates 
are revised or in the period of the revision and future periods if the changes in the estimates 
affect the current and future periods.

5-1 Use of Estimates and Assumptions 
The Group makes judgments and assumptions about the future. The resulting accounting 
estimates are rarely equal to the actual results. The estimates and assumptions subject to 
significant risks may result in a significant adjustment to the carrying amounts of assets 
and liabilities in the subsequent financial year are set out below.

Impairment of non-financial assets
The Group assesses at each reporting date if there is an indicator that the asset has 
been impaired. If any indication exists, the Group assesses the recoverable amount of the 
asset. The asset's recoverable amount is the fair value of the asset less costs of sale or 

its value whichever is higher. When assessing the value used, the estimated future cash 
flows of the asset are discounted to their present value using a discount rate that reflects 
current market assessments of the time value of funds and the risks specific to the asset. 
When determining fair value less costs of sale, recent market transactions are taken into 
consideration. 

If the asset's carrying amount is estimated to be less than its carrying amount, the carrying 
amount of the asset is reduced to its recoverable amount. An impairment loss is recognized 
directly in the consolidated statement of income.

 If a subsequent impairment loss is reversed, the carrying amount of the asset is increased 
to the adjusted amount of the recoverable amount, but only to the extent that the carrying 
amount does not exceed the carrying amount that could have been determined in the 
absence of an impairment loss in the carrying amount of the asset in the previous years. An 
impairment loss is recognized directly in the consolidated statement of income.

Provisions
Provisions are recognized when the Group has contingent liabilities (legal or implied) arising 
from past events and the settlement of the liability is probable and its value can be reliably 
measured.

The amount recognized as a provision is the best estimate of the consideration required 
to settle the present obligation at the reporting date, taking into account the risks and 
uncertainties surrounding the obligation. When an allowance is measured using estimated 
cash flows to settle the present obligation, its carrying amount is the present value of those 
cash flows.

If some or all of the economic benefits required to settle a provision from a third party are 
expected to be recovered, the amount due is recognized as an asset if the amount is certain 
to be recovered and the amount of the receivable can be measured reliably.

Useful life of properties, plants and equipment
The Group's management determines the estimated useful lives of properties, plants and 
equipment for the purpose of calculating depreciation. This estimate is made after taking 
into account the expected use of the asset or the actual obsolescence. The management 
periodically reviews the estimated useful lives at least annually and the consumption 
method to ensure that the method and periods of consumption are consistent with the 
expected pattern of economic benefits of the assets.
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Employee benefits' liabilities assumptions
Post-service benefits represent liabilities that will be settled in the future and require the use 
of assumptions against expected liabilities. IAS 19 requires the Management to use more 
assumptions regarding variables such as discount rates, rate of increases in compensation, 
return on original, mortality rates, turnover of employees and future health care costs. Group 
management uses an external actuarial expertise to calculate the obligation. Changes in 
key assumptions can have a significant impact on the expected benefit liability and/or the 
costs of the benefits of periodic employees incurred.

Liabilities related to the removal of assets
Significant estimates and assumptions are made in determining the provision for existing 
asset deregistration liabilities as there are several factors that will affect the final amount 
due. These factors include estimates of the extent and costs of rehabilitation activities, 
technological changes, regulatory changes and increased costs compared to inflation rates 
and changes in discount rates. These assumptions may lead to actual expenditures in the 
future being different from those currently projected. At the reporting date, the provision 
represents the best management estimate of the present value of future costs.

Zakat and income tax
The Company and its subsidiaries are subject to Zakat and tax according to the provisions 
of the General Organization for Zakat and Income in the Kingdom of Saudi Arabia. Zakat 
and tax accruals are recognized and charged to the consolidated statement of income. 
Additional Zakat liabilities, if any, relating to the bases on previous years are calculated by 
the General Authority for Zakat and Income in the year in which the final bases are issued. 
Some of the Company's shareholders and foreign shareholders in the subsidiaries are 
subject to income tax and are recognized as an expense in the consolidated statement of 
income.

Tax expense, which includes current tax expense and deferred tax, is charged to the 
consolidated statement of income.

The current tax due is calculated on the basis of taxable profit for the year. The taxable 
profit differs from the net profit presented in the consolidated income statement because it 
excludes taxable or deductible income or expense items in subsequent years and excludes 
items that are not taxable or non-deductible. The Group's current tax liability is calculated 
using tax rates in force or substantially expected at the reporting date.

 Deferred tax is recognized in respect of the temporary differences between the carrying 
amount of assets and liabilities for the purpose of the financial report and the tax amounts 

used for tax purposes. Deferred tax liabilities are normally recognized for all taxable 
temporary differences. Deferred tax assets are recognized to the extent that they are 
probable that there will be taxable profits that can be used for temporary differences that 
are deductible. These assets and liabilities are not recognized in the event that temporary 
differences arise from the initial recognition of goodwill or return to assets or liabilities in 
an ineffective operation on taxable profit or accounting, except in the case of a business 
combination. 

Deferred tax liabilities relating to temporary taxable differences arising from investments 
in subsidiaries, joint operations and associated companies are recognized except when 
the Group has the ability to reverse these temporary differences and these temporary 
differences may not be reversed in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each reporting date and adjusted 
to the extent that it is unlikely that there will be sufficient taxable profits to allow for the 
recovery of the asset or part of it. 

Deferred tax is calculated on the basis of the tax rates expected to be applied in the period in 
which the liability is settled or the asset is realized based on the laws in force or substantially 
expected at the reporting date. Deferred tax is charged or recovered from the consolidated 
statement of income except where it relates to items carried or recovered directly from 
equity and in this case the deferred tax is treated directly in equity.

Fair value estimates of financial instruments
When measuring the fair value of an asset or liability, the Group uses observable market 
data to the extent possible and fair values are classified at different levels in a fair value 
hierarchy based on the inputs used in the valuation methods as follows:

- Tier 1: (Unadjusted) quoted prices in active markets for similar assets or liabilities can be 
obtained at the measurement date.

- Tier 2: Inputs other than quoted prices included in Level 1 that are observable for assets or 
liabilities directly (e.g. prices) or indirectly (derived from prices).

- Tier 3: inputs for assets or liabilities not based on observable market information 
(unobservable inputs).

Accrued revenues
Sales of electrical energy due for the period not yet invoiced at the reporting date are 
recognized in the consolidated statement of income.
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5-2 Significant accounting judgments in the application of the Group's accounting policies 
5-2-1  Joint Operations with Independent Energy Producers 
A common arrangement is an arrangement in which two or more parties have a common 
control. Joint operations are divided into joint projects or processes based on related rights 
and obligations.

On the basis of an assessment of the Group's control, investments held in four companies 
are classified as joint operations based on the management's judgment. The contractual 
arrangement states that the parties share all the assets related to the arrangement.

The Group recognizes its share in the assets, liabilities, revenues and expenses of the joint 
operations.

5-2-2 Determine whether the agreements contain a lease contract 
Independent energy producers
Over a period of time, the Group has entered into a number of independent power plant 
arrangements for the development, construction, ownership, operation and maintenance of 
electricity generation plants throughout the Kingdom. It is one of the main inputs for turbine 
power generation plants used to produce electricity. This is provided to the Saudi Electricity 
Company at a subsidized price agreed between the Group and Saudi Aramco Co. (the sole 
supplier of fuel in the Kingdom of Saudi Arabia) and is supplied to the power plant free of 
charge under agreements with independent energy producers.

There are unified agreements for the regulation of independent energy projects. Under 
the terms of these arrangements, independent power producers build and operate power 
generation plants using the fuel provided by the Group. The Group purchases all power 
generated for the plants.

In analyzing the current conditions of the arrangements, the management considers that 
they do not meet the finance lease requirements in accordance with IAS 17 and should be 
classified as operating leases.

Other items of properties, plants and equipment
The Group has entered into a number of short-term lease contracts for the lease of various 
types of cars and trucks to support its daily operations. It is highly unlikely that the Group 
will renew these contracts for a period exceeding three years for the initial agreement. 

Management considers that the Group is not exposed to the majority of the risks and 
rewards of ownership of the leased asset. Accordingly, in view of the facts and evidences, it 
is appropriate to classify the vehicles and accounts as operating lease in accordance with 
the requirements of IAS 17

6-No Title
6-1 Basis of consolidation of financial statements 
6-1-1 Subsidiaries
Subsidiaries are all entities controlled by the Group. Control is achieved when the Group has 
rights in the proceeds from its involvement in the investee and has the ability to affect those 
revenues through its control over the investee. In particular, the Group controls the investee 
only if the Group has all the following:

- The control over the investee company (i.e. the existing rights granted by the ability to 
direct the activities of the investee company);

- Exposure or having the rights in the variable returns from its participation in the investee company;
- Ability to use its control over the investee company to influence its returns.

In general, there is a presumption that the majority of the voting vote leads to control. 
In support of this presumption and when the Group has less than the majority of voting 
rights in the investee, the Group takes into account all relevant facts and circumstances in 
assessing whether it has control over the investee, including:

- Contractual arrangements with other voting rights holders in the investee company.
- Rights arising from other contractual arrangements, and
- Voting rights and potential voting rights;

Non-controlling interests are measured at their proportionate share of the acquiree's 
identifiable net assets at the date of acquisition.

The Group reassesses the control over the investee in case the facts and circumstances 
indicate changes to one or more of the three control elements. Consolidation of a subsidiary 
is commenced when the Group obtains control of the subsidiary and ceases when the 
Group loses control of the subsidiary. Subsidiaries are fully consolidated from the date on 
which control is transferred to the Group and its consolidation is derecognized from the 
date that control ceases. 
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These consolidated financial statements have been prepared for Saudi Electricity Company and its subsidiaries as follows:

Percentage of the company's possession in common stock

Company name Country of registration 
and place of activity 31 December 2018AD 31 December 2017AD Main activity 

National Grid SA Kingdom of Saudi Arabia  100  100 Transmission

Dawiyat Communications Co. Kingdom of Saudi Arabia 100 100 Telecommunications

Electricity Company Sukuk Kingdom of Saudi Arabia 100 100 Financing 

Saudi Electricity Company for Projects Development 
(It hasn't begun the activity yet) Kingdom of Saudi Arabia 100 100 Projects management

Electricity Company International Sukuk Cayman Islands 100 100 Financing

Electricity Company for International Sukuk-2 Cayman Islands 100 100 Financing

Electricity Company for International Sukuk-3 Cayman Islands 100 100 Financing

Electricity Company for International Sukuk-4 Cayman Islands 100 - Financing

Saudi Company for Energy Purchase 
(The activity hasn't begun yet) Kingdom of Saudi Arabia  100  100 Main buyer

Integrated Dawiyat Telecommunications & Information 
Technology Company Kingdom of Saudi Arabia 100 - Telecommunications

Percentage of the company's possession in common stock

Company name Country of registration 
and place of activity 31 December 2018AD 31 December 2017AD Main activity 

The share of profits or losses and net assets, which are not controlled by the Group, are 
presented in the event of its existence separately in the consolidated income statement 
and within equity in the consolidated statement of financial position. If the Group retains 
any interest in the former subsidiary, the fair value is measured at the date of loss of control. 

Transactions, balances and unrealized gains or losses on transactions between the Group 
companies are eliminated. The accounting policies of subsidiaries are changed when 
necessary to ensure consistency with the policies adopted by the Group. 
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These consolidated financial statements include the assets, liabilities and results of 
operations of the Company's subsidiaries referred to in the table shown above. The 
percentage of voting rights owned by the Company in the subsidiaries is not different from 
that of the ordinary shares owned. The financial year of the subsidiaries starts from the 
beginning of January and ends at the end of December of each calendar year. We mention 
the Saudi Electricity Company's subsidiaries in detail as follows:

1.National Grid SA is a limited liability company, incorporated in Riyadh, Saudi Arabia, under 
Commercial Registration No. 1010306123 dated 29 Rabi'a Al-Thani 1432H (corresponding 
to 3 April 2011) and wholly owned by Saudi Electricity Company. The main activities of the 
company are the transmission of electricity, the operation of the electrical transmission 
system, the control and maintenance of the transmission network capacity. The company 
provides its services to one client, the Saudi Electricity Company. 
The National Grid SA was established as part of the Company's plan to separate its 
main activities into independent companies based on the decisions of the Board of 
Directors no.1/81/2008 dated 25 Dhul Hijjah 1429H corresponding to 23 December 2008 
and No.1/86/2009 dated 7 Jumada Al-Awwal 1430H corresponding to 03 May 2009. 
Accordingly, on 1 January, 2012, the Company's Board of Directors approved the transfer of 
all the assets and liabilities of the transmission activity in the Saudi Electricity Company to 
the National Grid SA with its net book value as of January 1, 2012.

2.Dawiyat Telecommunications Company is a limited liability company incorporated in 
Riyadh, Saudi Arabia, under Commercial Registration No. 1010277672, dated 25 Dhul Hijjah 
1430H corresponding to 12 December, 2009 and under the Company's Memorandum of 
Association dated 23 Jumada Al-Thani 1430H corresponding to16 June, 2009, which is 
wholly owned by the Saudi Electricity Company. 
On 25 Rajab 1437H corresponding to 2 May 2016, Dawiyat Company obtained a license for 
the provision of the category services of type (B) from the Communications and Information 
Technology Commission no. 001-20-37 and lease services of communication facilities CSP 
and the duration of the license is ten years and they will end on 24/07/1447H.
The main activity of Dawiyat Telecommunications Company is the establishment, 
rental, management and operation of fiber optic and electrical grids for the provision of 
telecommunication services.

3.Electricity Company Sukuk, is a limited liability company incorporated in Riyadh, Kingdom 
of Saudi Arabia, under Commercial Registration No. 1010233775 dated 16 Jumada Al-

Awwal 1428H corresponding to 2 June, 2007, which is wholly owned by the Saudi Electricity 
Company.
The main activities of the Electricity Company Sukuk are to provide the required support 
services in respect of the bonds and instruments issued by the Company and the companies 
it owns or participates in after obtaining the approval of the competent authorities. 
The Electricity Company Sukuk was established to act as a trustee for specific assets 
(Sukuk assets) in accordance with the agreements, the transfer of Sukuk assets between 
the Company (as an observer or trustee) and the Company (as an issuer) and SABB 
Securities Company (as Sukukholders' Agent).

4.Saudi Electricity Company for Projects Development was established to develop projects 
as a limited liability company in the Kingdom of Saudi Arabia. The company's activity is in 
the management of construction projects, the development of detailed design, procurement 
of materials, and the implementation of projects in the energy Segment.

5.Electricity Company for International Sukuk has been established in the Cayman Islands 
as a limited liability company. The company was established to provide the necessary 
services and support in relation to the issuance of bonds and international instruments.

6.Electricity Company for International Sukuk-2 has been established in the Cayman Islands 
as a limited liability company. The company was established to provide the necessary 
services and support in relation to the issuance of bonds and international instruments.

7.Electricity Company for International Sukuk-3 has been established in the Cayman Islands 
as a limited liability company. The company was established to provide the necessary 
services and support in relation to the issuance of bonds and international instruments.

8.Electricity Company for International Sukuk-4 has been established in the Cayman Islands 
as a limited liability company. The company was established to provide the necessary 
services and support in relation to the issuance of bonds and international instruments.

9.The Company has established the "Saudi Company for Energy Purchase", a limited liability 
company wholly owned by Saudi Electricity Company under Commercial Registration 
No. 1010608947 dated 31 May 2017. The main activity of the company is to carry out 
the main buyer's activity in accordance with the provisions of the license issued by the 
Electricity & Cogeneration Regulatory Authority. This includes the introduction of electricity 
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1.In accordance with the Board of Directors' Resolution no. 04/95/2010 dated 12 Ramadan 
1431H corresponding 22 August 2010, the Group has established Hajr Electricity Production 
Company (A Closed Joint-stock Company) with a capital of 2 Million Saudi Riyal. During 
2011, a new partner was introduced and the capital increased by SR 8 million to become 
a paid up capital of SR 10 million and the Group's share reached 50% of the shareholders' 
shares. During 2015, the Group contributed to the increase of the capital of Hajr Electricity 
Production Company according to the equity ratio of SR 1,248 million transferred from 
the previously granted loan. The Group's share in the capital of Hajar Electricity Company 

amounted to SR 1,253 million Saudi Riyals.
2.In accordance with Board of Directors' Resolution No. 06/76/2008 dated 26 Jumada 
Al-Awwal 1429H corresponding to 03June 2008AD, the Group has established Rabigh 
Electricity Company (A Closed Joint-Stock Company) with a capital of SR 2 million. During 
2009, the capital of Rabigh Electric Company was increased from SR 2 million to SR 
10 million and new partners were introduced and the Group's share became 20% of the 
shareholders' equity.

Joint operations Percentage of the company's possession in common stock 

Independent producers of energy
Country of registration and place of 

activity
31 December 2018AD 31 December 2017AD

Hajr Electricity Production Company Kingdom of Saudi Arabia 50 50

Rabigh Electric Company Kingdom of Saudi Arabia 20 20

Dhuruma Electricity Company Kingdom of Saudi Arabia 50 50

Al-Mourjan for Electricity Production 
Company Kingdom of Saudi Arabia 50 50

Joint operations Percentage of the company's possession in common stock 

generation projects, the purchase and sale of electricity and the conclusion of the 
necessary agreements. The Company does not have any assets or liabilities and has not 
engaged in any material transactions. Accordingly, it has no consolidated balances in the 
accompanying consolidated financial statements.

10.Integrated Dawiyat Telecommunications and Information Technology Company is 
a limited liability company incorporated in Riyadh, Saudi Arabia, under the Company's 
contract of establishment on 21 Rabi'a Al-Thani 1439H corresponding to 4 January 2018 
and wholly owned by the Saudi Electricity Company.

11.On 18 December, 2018, the General Assembly approved the establishment of Electrical 
Energy Generation Company.

6-1-2 Joint operations
The joint arrangement is an arrangement in which two or more parties have joint control. 
Joint operations are divided into joint projects or processes based on related rights and 
obligations. Joint control is a contractually agreed participation to control a hierarchy and 
exists only when relevant decisions require unanimous consent from the parties sharing 
control. 

On the basis of an assessment of the Group's control, investments held in four different 
energy generation companies are classified as joint operations.  On the management's 
judgment, the contractual arrangement states that the parties share all the assets related 
to the arrangement. Details of the joint operations of the Saudi Electricity Company:
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Percentage of the company's possession in common stock 

Equity-accounted investments
Country of registration and place of 

activity
31 December 2018AD 31 December 2017AD

 GCC Interconnection Authority Kingdom of Saudi Arabia 31,6 31,6

GCC Electrical Testing Laboratory Kingdom of Saudi Arabia 25 25

Fadhili Plant Cogeneration Company Kingdom of Saudi Arabia 30 30

Green Saudi Company for Carbon Services Kingdom of Saudi Arabia 51 51

Percentage of the company's possession in common stock

Joint venture
Country of registration and place of 

activity
31 December 2018AD 31 December 2017AD

 World Data Center Authority Kingdom of Saudi Arabia 50 -

Percentage of the company's possession in common stock 

Percentage of the company's possession in common stock

During the year 2013, the Group contributed to the increase in the capital of Rabigh 
Electricity Company - in accordance with an agreement signed between the partners in the 
amount of SR 183 million transferred from the previously granted loan. The Group's share 
in the capital of Rabigh Electricity Company is SR 185 million.

3.In accordance with Board of Directors' decision No. 4/88/2009 dated 18 Ramadan 1430H 
corresponding to 8 September 2009AD, the Group has established Dhuruma Electricity 
Company (A Closed Joint-Stock Company) with a capital of SR 2 million. During 2011, a 
new partner was introduced and the capital increased by the same amount to become SR 
4 million and the Group's share became 50% of the shareholders' equity.

4.In accordance with Board of Directors' resolution No. 4/107/2012 dated 27 Rabi'a Al-
Awwal corresponding to 19 Febraury 2012, the Group has established Al-Mourjan for 
Electricity Production Company (A Closed Joint Stock Company) with a capital of SAR 2 

million. During 2013, a new partner was added and the Company's capital increased to SR 
10 million and the Group's share became 50% of the shareholders' equity.

6-1-3 Equity-accounted investments in companies 
The companies in which the Company has the ability to exercise significant influence 
over the financial and operating policies as well as the joint venture are recognized in 
the consolidated financial statements using the equity method. Shares in associate and 
joint ventures are recognized using the equity method and are initially recognized at cost, 
which includes transaction costs. After initial recognition, the consolidated financial 
statements include the Group's share of the profit or loss and other comprehensive 
income of the investee in the equity method until the date that significant influence or 
joint control ceases. 
The significant influence is the power to participate in making investor decisions regarding 
financial and operational policies, but not by joint control or control over those policies.
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In the case of an increase in the Group's share of losses on equity investments over the net 
equity of the investees, the Group reduces the investment value to zero and continues to 
record additional losses in the event of any contractual, legal or contractual obligations or 
payments on behalf of the investee companies.

6-2 Foreign currencies
A) Functional currency and presentation currencies
 The consolidated financial statements of the Group are prepared in Saudi Riyal, which is 
the functional and presentation currency of the Group. The functional currency of each 
entity within the group is determined based on the basic economic environment in which 
the entity is registered and in which it operates.

B) Foreign currency transactions
It is recorded as foreign currency upon initial recognition in the functional currency by 
applying the current exchange rate between the functional currency and foreign currency 
at the date of the transaction on the amount of foreign currency. Monetary assets and 
liabilities denominated in foreign currencies are translated at the rate of exchange prevailing 
between the functional currency and the foreign currency at the reporting date.

Exchange differences arising on monetary assets are recognized in the consolidated 
statement of income. Non-monetary assets that are measured at historical cost in a foreign 
currency are translated using the exchange rates at the dates of the initial transactions.

Foreign currency differences resulting from the translation of deferred cash flow hedges are 
recognized to the extent that they are effectively hedged in other comprehensive income.

6-3 Cash and its equivalents
Cash and its equivalents consist of cash on hand and cash in current accounts with banks 
and other short-term liquid investments with original maturity of three months or less (if 
any) available to the Group without any restrictions.

6-4 Properties, Plants and Equipment
Properties, plants and equipment (except land and projects under construction) are stated at cost 
less any accumulated depreciation and any accumulated impairment losses, if any. Land and 
projects under construction are carried at cost less any losses resulting from the accumulated 
impairment in value, if any. The cost includes all amounts necessary to bring the asset to the 
status and location of the asset to be ready for intended use by management. These costs include 
the cost of replacing part of the property, plant and equipment and borrowing costs of long-term 
construction projects (eligible assets to bear the cost of borrowing), if recognition criteria and 
costs incurred during the pre-operating period are met, after deducting the proceeds from the sale 
of experimental production. 
When the parts of the property, plant and equipment with a value of substantial cost compared 
with the total asset cost, and when these parts/components have useful lives different from other 
parts and they shall be replaced at different intervals, then the Group recognized in on the basis 
they are useful lives independent assets And should be consumed accordingly. Similarly, when a 
major repair (planned or unplanned) is carried out, the cost directly attributable to it is recognized 
in the carrying amount of properties, plants and equipment if the recognition criteria are met. This 
is recorded as a separate part with a useful life equal to the period until the next repair process. 
The carrying amount of the replacement portion is written off. If the following fix occurs before 
the planned date, any existing book value of the previous repair is recorded as an expense. Other 
repair and maintenance costs are recognized in the consolidated statement of income as incurred.
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Land and projects are not depreciated under implementation. The residual value, operating 
life and depreciation methods of assets are reviewed and adjusted as needed at the end of 
each year.
An item of property, plant and equipment is derecognized when disposed of or when the 
continued use of the asset is unlikely to result in future economic benefits. Gains and losses 
arising on disposal of property, plant and equipment that are retired, sold or unrecognized 
are determined by comparing proceeds with the carrying amount of the asset and are 
recognized as "other revenues-net" in the consolidated statement of income.
The carrying amount of the asset is written down to its recoverable amount if the carrying 
amount of the asset is greater than its estimated recoverable amount.

6-5 Real estate investments
Real estate investments are land held for non-use purposes in the Group's operating 
activities. The Group retains investment property, which is held for lease purposes and / 
or for capital appreciation purposes. Investment properties are measured according to the 
cost model and because these properties are land, they are not depreciated.
Real estate investments are derecognized when they are sold or when the Company uses 
them or if they are not held to increase their value.

6-6 Intangible assets 
Intangible assets acquired separately are measured at cost on initial recognition. 
Subsequent to initial recognition, intangible assets are stated at cost less any accumulated 
depreciation and accumulated impairment losses, if any.

Valuation of the useful lives of intangible assets is classified as indefinite or indefinite. 
Intangible assets with finite lives are amortized over the estimated useful life and the 
impairment is assessed for indefinite assets whenever there is an indication that the 
intangible asset has decreased in value. The amortization period and the amortization 
method for intangible assets with a finite useful life are reviewed at least at the end of 
each financial year. Changes in expected useful lives or the expected pattern of future 
economic benefits embodied in the asset are accounted for by changing the period or 
method of depreciation, as appropriate, and are considered as changes in accounting 
estimates. Depreciation expense on intangible assets with finite lives is recognized 
in the consolidated statement of income in expenses in line with the objective of the 
intangible asset. Impairment of intangible assets is calculated on a straight line basis 
over the useful

Depreciation is calculated from the date on which the asset is available for intended use, or for assets that are self-constructed from the date that the asset is completed and ready for its 
intended use. Depreciation on other assets is calculated on a straight line basis over the useful life of the asset as follows:

Buildings 10-40 years

Plants and equipment 5-30 years

Transmission and distribution grids 5-40 years

Capital spare parts 10-25 years

Cars and vehicles 5-15 years

Others 5-25 years 
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life of the asset as follows:
Software 10 years
The rights to use pipes 20 years

The useful lives of intangible assets with a finite useful life are reviewed on a regular basis at 
each reporting date if there is any indication that the current age estimate is correct. If not, 
the change is made in the assessment of useful life over subsequent periods. Intangible 
assets with indefinite useful lives are not exhausted but are tested annually to ensure that 
there is impairment in their value individually or at the level of the cash-generating unit.

Profit or loss is recognized when intangible assets are derecognized resulting from the 
difference between net sales proceeds and net book value. Profit or loss on disposal 
is recognized in the consolidated income statement in the year in which the asset is 
derecognized.

6-7 Impairment of non-financial assets
An impairment loss is recognized when the carrying amount of the asset exceeds its 
recoverable amount. The recoverable amount is the higher of the fair value of any asset 
less the costs of disposal or the value of the asset in use. For the purpose of assessing 

impairment, assets in groups are classified to the lowest levels that have identifiable cash 
flows and they are largely independent of cash flows from assets or other asset groups 
(cash-generating units). Non-financial assets other than goodwill that are impaired are 
reviewed for possible reversals of impairment at the end of each reporting period.

Intangible assets with an indefinite useful life are not subject to amortization but are tested 
annually to estimate impairment or more frequently if events or changes in circumstances 
indicate that they may be impaired. Other assets are tested for impairment when events or 
changes in circumstances indicate that the carrying amount may not be recoverable.

6-8  Financial instruments
6-8-1 Financial assets
The Group's management has evaluated business models that apply to financial assets 
held at the initial application date of IFRS 9 (January 1, 2018), and its financial instruments 
have been classified in the appropriate classification categories presented by the Standard 
itself.
Accordingly, the changes in the fair value of available-for-sale financial investments have 
been reclassified to financial assets through other comprehensive income. And reclassified 
investments held to maturity to financial assets at expired cost.
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Equity
Derivative financial 

instruments in fair value
Employees' benefits 

liabilities

Change of fair value for 
financial investments 

available for sale

Financial assets 
through other 

comprehensive income
Total

As of  December 2017 ,31AD (349,527) 423,432 32,992 - 106,897

Reclassification according to 
Standard 9 - - (32,992) 32,992 -

As of  January 2018 ,1AD (349,527) 423,432 - 32,992 106,897

Equity
Derivative financial 

instruments in fair value
Employees' benefits 

liabilities

Change of fair value for 
financial investments 

available for sale

Financial assets 
through other 

comprehensive income
Total

Category of measurement 

(Standard 39) (Standard 9)
As of  December ,31 

2017AD
Carrying amount

Amendments 
As of  January ,1 

2018AD

 Instruments  Investments kept till the maturity
date

 Financial assets at
expired cost 65,465 (76) 65,389

 Equity  Financial investments available
for sale

 Fair value through other
comprehensive income 305,622 - 305,622

Trade receivables, net Expired cost Expired cost 29,540,207 (454,195) 29,086,012

Cash and its equivalent Expired cost Expired cost 1,058,210 - 1,058,210

Category of measurement 

(Standard 39) (Standard 9)
As of  December ,31 

2017AD
Carrying amount

Amendments 
As of  January ,1 

2018AD

 The table below presents the original classification categories in accordance with IAS 39 and the new classification categories in accordance with IFRS 9 for financial assets as at 1 
January 2018.
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6-8-1-1 Initial recognition and measurement 
An initial measurement of a financial asset (unless it is a trade receivable without a material 
financing component initially measured at the transaction price) is measured at fair value 
plus transaction costs directly attributable to its acquisition or issue.

6-8-1-2 Classification and subsequent measurement 
The policy is effective on 1 January 2018 
In accordance with IFRS 9, on initial recognition, financial assets are measured at amortized 
cost or at fair value through other comprehensive income - debt instrument investments - or 
at fair value through other comprehensive income - equity instruments Equity - or fair value 
through profit or loss. The classification of financial assets under IFRS 9 is generally based 
on the business model under which the financial assets are managed and their contractual 
cash flows. Derivatives included in contracts where financial assets are the basis are 
not separated within the scope of the Standard. Instead, the entire hybrid instrument is 
evaluated for classification.

Financial assets at expired cost
Financial assets are measured at amortized cost if the following conditions are met and are 
not considered at fair value through profit or loss:

- Assets are retained in the business model for the purpose of collecting contractual cash 
flows

- The contractual terms of the financial assets, on a specific date, result in cash flows that 
are only payments of principal and interest on the principal of the outstanding amount.

Financial assets at fair value through other comprehensive income
Financial assets (investments in debt instruments) are measured at fair value through other 
comprehensive income if both of the two conditions are met and are not designated at fair 
value through profit or loss:

- Assets are held in a business model whose objective is to be achieved through the 
collection of contractual cash flows and the sale of financial assets.

- The contractual terms of the financial assets, on a specific date, result in cash flows that 
are only payments of principal and interest on the principal of the outstanding amount.

- Upon initial recognition of investments in equity instruments that are not held for trading, 
the Group has the right to choose ultimately to present the subsequent changes in the 
fair value of the investment in other comprehensive income. This option is made on an 
investment-by-investment basis.

All financial assets that are not measured as at amortized cost or at fair value through 
other comprehensive income, as described above, are measured at fair value through 
the consolidated statement of income. This includes all derivative financial assets. Upon 
initial recognition, the Group is entitled to finalize financial assets that otherwise meet the 
measurement requirements at amortized cost or at fair value through other comprehensive 
income, as financial assets at fair value through profit or loss, if this leads the reduction 
or lack of any material decrease in accounting probabilities that may arise in another way.
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The following accounting policy applies to the subsequent measurement of financial assets:

The policy adopted before 1 January 2018
The Group has classified its financial assets in one of the following categories:
- Financial assets at fair value through statement of income
- Loans and receivables;
- Available-for-sale financial investments;
- Financial investments to the maturity date.

Financial assets at fair value through profit or loss

 These assets are subsequently measured at fair value. Net profit and loss is recognized including
revenue interests and dividends in the statement of income.
 As of December 31, 2018. The Group has no such assets.

Financial assets at expired cost

 These assets are subsequently measured at amortized cost using the effective interest method.
 Impairment losses are reduced by impairment losses. Interest income, foreign exchange gains and

 losses and impairment are recognized in the income statement. Any gain or loss of de-recognition of
investment is recognized in the statement of income.

 Financial assets through other comprehensive income
(Debt instruments investments)

 Are subsequently measured at fair value, interest income calculated using the effective interest method,
 foreign exchange gains and losses and impairment in profit or loss is recognized. Other net gains
 and losses are recognized in other comprehensive income upon de-recognition. Gains and losses
 accumulated in other comprehensive income are reclassified to the statement of income. As at 31

December 2018, the Group has no such assets.

 Financial assets through other comprehensive income
(Equity instruments investments)

 These assets are subsequently measured at fair value. Dividends are recognized as income in profit
 or loss. Any gain or loss on de-recognition or recognition of the investment is recognized in equity and

cannot be reclassified to the statement of income.
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 Financial assets at fair value through the consolidated statement of
income

 The financial assets are initially recorded at fair value through the statement of income at fair value
 After initial measurement, gains and losses arising from changes in fair values are recognized in the

 consolidated statement of income in the period in which they arise. Interest earned and dividends
received are recognized in "other revenues" in the consolidated statement of income.

Loans and receivables

 Loans and receivables Loans and receivables are non-derivative financial assets with fixed or
 determinable payments that are not quoted in an active market. They are included in fixed assets unless
 months after the 12 the investment becomes due or the Management wants to dispose of them during

end of the year covered by the report and they are measured at fair value.

Available-for-sale financial investments

  Available-for-sale financial investments are non-derivative instruments that are classified in this
 category or not classified in any of the other categories. Are included in non-current assets unless the
 investment is due or intends to be disposed of within 12 months from the end of the reporting period

and is measured at fair value.

 Financial investments to the date of maturity
 Financial assets held to maturity are non-derivative instruments with fixed or determinable payments

 and a fixed maturity date that the Group intends to hold until maturity. This item also includes
instruments held by the Group and measured at amortized cost using actual interest.

6-8-1-3 De-recognition 
The Group derecognizes the financial assets principally (or where appropriate, a part of the 
financial asset or a portion of similar financial assets) at:

- End of contractual rights to cash flows from financial assets;
- The Group reverses the rights to collect the contractual cash flows in the transaction 
through which all the risks and rewards of ownership of the financial assets or through 
which the Group is not transferred are substantially transferred;
- Retain all the risks and rewards of ownership and do not retain control of financial assets.

The Group derecognizes financial liabilities when the contractual liabilities are discharged, 
canceled or terminated. The Group also ceases to recognize financial liabilities when its 
terms are modified and when the cash flows of the modified liabilities are substantially 
different, in which case new financial liabilities are recognized at fair value based on the 
modified terms. 
When the financial liabilities are de-recognized, the difference between the carrying amount 
of the consideration and the financial consideration paid (including any non-monetary 
assets transferred or contingent liabilities) is recognized in the consolidated statement of 
income.
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6-8-1-4 Clearing
The carrying amount of the financial assets and liabilities is offset and the net amount is 
recognized in the consolidated statement of financial position only when there is a present 
enforceable statutory right to offset the amounts and when the Group intends to settle 
them on a net basis or to sell the assets to meet the liability simultaneously.

6-8-1-5 Impairment in value of financial assets 
The policy is effective from 1 January 2018
IFRS 9, "Possible loss" model in IAS 39 is replaced with the expected credit loss model. The 
new model is applied to financial assets measured at expired cost and financial assets 
measured at fair value through other comprehensive income but this model does not 
apply to investments in equity instruments. In accordance with IFRS 9, credit losses are 
recognized at an early stage when the losses are recognized in accordance with IAS 39. 
Financial assets measured at expired cost in trade receivables for electricity and other 
financial assets referred to above are as follows:

In accordance with IFRS 9, the provision for loss is measured on one of the following basis:
- 12-month credit losses: the expected credit losses arising from potential events of default 
within twelve months after the date of the financial statements.
- Expected permanent credit losses: the expected credit losses arising from possible events 
of default over the life of the financial instrument.
The methodology for recognizing impairment has been modified to conform to IFRS 9 for 
each category of asset.
The effect of the change in the impairment method on the equity of the Group's shareholders 
is presented as follows:

1. Trade receivables
For trade receivables, the Group applies the simplified method and overall method of 
assessing the expected credit losses specified in IFRS 9.

2. Financial assets (investments in debt instruments):
Financial assets measured at amortized cost (if any) are determined to be designated for 
impairment and are to be included in the expected credit losses for twelve months.
The Group relies on reasonable, appropriate and available information at no cost or 
undue stress when determining whether the credit risk of financial assets has increased 
substantially since the initial recognition and when estimating the expected credit loss. 

This includes quantitative and qualitative information and analysis based on the Group's 
experience, and on an informed credit assessment, including available information.

Financial assets with credit risks
At each reporting date, the Group assesses whether financial assets carried at amortized 
cost and financial assets measured at fair value through other comprehensive income are 
subject to credit risk. Financial assets are "credit risk" when one or more events have a 
negative effect on the expected future cash flows from that asset. 

The following information is considered as evidence that the financial asset has credit risk:
- Significant financial difficulties for the borrower or issuer
- Breach of contract by non-payment of receivables or;
- If the borrower is likely to enter into bankruptcy or financial restructuring.

It is assessed whether the credit risk of the financial instrument has increased substantially 
since its initial recognition by taking into account the change in the risk of default occurring 
over the remaining life of the financial instrument
To assess whether the credit risk on financial instruments has increased substantially since 
initial recognition, the Group compares the risk of default to the financial instrument at 
the end of the reporting year with the risk of default on the instrument at the date of initial 
recognition. In making such an assessment, the Group takes into account quantitative and 
qualitative information that is reasonable and likely to be supported, including historical 
experience and future information available.

The Group believes that the credit risk on the financial instrument has not increased 
significantly since initial recognition if the financial instrument has been identified as having 
a low credit risk at the reporting date. A financial instrument with a low credit risk is identified 
if: (i) the financial instrument has a low risk of default; and (ii) the borrower has a strong 
ability to meet its contractual cash commitments in the near term. (3) Adverse changes 
in economic and commercial conditions Long term, but not necessarily, and reduce the 
borrower's ability to meet contractual cash flow obligations.

The expected credit losses are a probable estimate of credit losses. Credit losses are 
measured as the present value of all cash deficits (i.e., the difference between the cash 
flows due to the Company in accordance with the contract and the cash flows that the 
Group expects to receive). The expected credit losses are discounted at the effective 
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interest rate of the financial asset. 
The impairment allowance for a financial asset measured at amortized cost is deducted 
from the carrying amount of the asset. For debt securities at fair value through other 
comprehensive income, the provision for loss is charged to profit or loss and recognized in 
other comprehensive income.

The policy applied before 1 January 2018
At the end of each reporting period, the Group determines whether there is objective 
evidence that a financial asset or a group of financial assets has impaired its value. A 
financial asset or a group of a financial asset is impaired and there are losses incurred as a 
result of impairment only if there is an objective indication that an impairment has occurred 
as a result of one or more events occurring after the initial recognition of the asset and that 
the loss event has an impact on the estimated future cash flows of the financial asset or 
group of assets which can be reliably estimated.
In the case of equity investments classified as available for sale, the objective evidence 
includes a significant or long-term decline in the cost less than the fair value of the 
investment.

If any objective evidence of impairment is found, the cumulative loss is measured as the 
difference between the acquisition cost and the current fair value less any impairment 
losses in those financial assets previously recognized in profit or loss and are eliminated 
from equity and recognized in the consolidated statement of income.

In respect of loans and receivables, the amount of the losses is measured as the difference 
between the carrying amount of the asset and the present value of estimated future cash 
flows (excluding future credit losses that have not been incurred) discounted at the original 
effective interest rate for the financial asset. The carrying amount of the asset is reduced 
and the loss is recognized in the consolidated statement of income. 

If the interest on the loan is variable, the discount rate for measuring any impairment loss 
is the current effective interest rate determined under the contract. As a practical measure, 
the Group can measure impairment on the fair value of the instrument using the market 
interest rate.

If, in a subsequent period, the amount of the impairment loss decreases and the impairment 
can be objectively related to an event occurring after the impairment is recognized (for 
example, an improvement in the credit classification), reversal of impairment losses 

previously recognized in the consolidated statement of income.
If the fair value of a debt instrument classified as available-for-sale increases in a subsequent 
period and the increase can be objectively related to an event occurring after the impairment 
loss is recognized in the consolidated income statement, the impairment loss is reversed 
through the consolidated statement of income.

6-8-2 Financial liabilities 
The Group classifies non-derivative primary obligations in the following categories: financial 
liabilities at fair value through profit or loss and other financial liabilities.

After initial recognition, the Group measures financial liabilities (other than financial 
liabilities measured at fair value through consolidated statement of income) at expired cost. 
The expired cost is the amount at which the debt is measured at initial recognition less 
payments, plus the interest calculated using the effective interest method. Settlements are 
calculated using the effective interest method. The difference between the proceeds (net of 
transaction cost) and the recoverable amount is recognized in the consolidated statement 
of income over the term of the loan or borrowing. 

Government loans, instruments and loans are derecognized when the obligation is 
discharged, canceled or expired. When an existing financial liability is replaced by another 
from the same lender on substantially different terms or the terms of the current liabilities 
are substantially modified, the change or modification is treated as de-recognition of the 
original liability and recognition of the new liability. The difference in the carrying amount is 
recognized in the consolidated statement of income.

6-8-3 Derivative financial instruments and hedging activities 
The policy is effective from 1 January 2018
Derivative financial instruments are initially recognized at fair value at the date of signing 
the derivative financial instruments and subsequently re-measured at their fair value at 
each reporting date. The method of recognition of the resulting gain or loss depends on 
whether the derivative financial instruments are designated as a hedging instrument and, if 
so, what is being hedged. 

The Group classifies certain derivative financial instruments as specific risk hedges 
associated with recognized assets or liabilities or a probable future transaction (cash flow 
hedges). 
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At the inception of the hedging transaction, the Group documents the relationship between 
the hedging instrument and hedged items, as well as the objectives and strategy of risk 
management in conducting the various hedge transactions. The Group also records its 
assessment, at the inception of the hedge and on an ongoing basis, whether the derivative 
financial instruments used in hedging transactions will continue to be effective in hedging 
changes in the fair value or cash flows of hedged items.
The full fair value of the hedging derivative is classified as non-current assets or liabilities 
when the hedged item is more than 12 months old and as current assets or liabilities when 
the remaining maturity of the hedged item is less than 12 months. Trade derivatives are 
classified as current assets or liabilities.

Cash flow hedges
The effective portion of changes in the fair value of derivative financial instruments that are 
designated and eligible is recognized as a hedge of the cash flows in the other comprehensive 
statement of comprehensive income. Gains or losses relating to the ineffective portion are 
recognized directly in the consolidated income statement under "other revenues, net".
Accumulated amounts in equity are reclassified to profit or loss in the period in which the 
hedged item affects profit or loss. Gains or losses relating to the effective portion of interest 
rate swaps used to hedge variable rate borrowings are recognized in the consolidated 
statement of income under "financing income/expenses".

When the hedging instrument expires or is sold, or if the hedge is no longer in compliance 
with the hedge accounting requirements, any cumulative gain or loss in equity at that time 
remains in equity and is recognized when the transaction ultimately is recognized in the 
consolidated statement of income. When no further expected transaction is expected, 
the cumulative gain or loss recognized in equity is transferred directly to the consolidated 
income statement under "other revenues, net".

The policy applied before 1 January 2018
The policy applied in the comparative information presented for 2017 is similar to that 
applied in 2018AD. However, for all cash flow hedges, including transaction hedges that 
result in the recognition of non-monetary items, the cumulative amounts in the cash flow 
hedging reserve are reclassified to profit or loss in the same period or periods in which the 
expected cash flows hedged affect profit or loss. In addition, for cash flow hedges that have 
expired before 2017, forward points are recognized directly in the consolidated statement 
of income.

6-9 Employees' benefits
Short-term benefits' obligations
Short-term benefits are those amounts that are expected to be fully settled within 12 
months at the end of the year in which the employees provide the services from which the 
benefits arise.

Liabilities relating to wages and salaries, including non-monetary benefits, accrued arrears 
and in-kind benefits expected to be fully settled within twelve months after the end of the 
year in which the employees perform the related service are recognized until the end of the 
reporting period and are measured by the amounts expected to be paid when the liabilities 
are settled. These liabilities are presented as employee benefits payable under "other 
payables" in the consolidated statement of financial position.

Post-service benefits liability
The Group provides end of service benefits to its employees in accordance with the 
requirements of Articles 87 and 88 of the Saudi Arabian Labor Law. The entitlement to these 
benefits, using actuarial methods, is based on the basic salary of the employee, the length 
of his service and the completion of the minimum period of service. The expected costs of 
these benefits are recorded over the period of service. 

Employee benefits' liabilities plans are not funded. Accordingly, independent actuarial 
experts assess the obligations under these plans based on the planned unit credit method 
and the obligation is recorded on the basis of an actuarial valuation.
The liability recognized in the consolidated statement of financial position in respect of 
end of service benefits to employees is the current value of the employees' end of service 
benefits at the end of the reporting period. The liability for end of service benefits is 
calculated annually by independent actuaries using the projected credit unit method.
The present value of the liability for end of service benefits determines employees' liability to 
discount estimated future cash flows using interest rates for high quality bonds calculated 
in the currency to which the benefits will be paid and which have maturities close to the 
terms of the end of service liability. 
The costs of the above services are recognized directly in the consolidated statement of 
income.

 Interest expense is calculated using the discount rate on the balance of the defined benefit 
obligation and the fair value of the plan assets. This cost is included in the financing costs in 
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the consolidated statement of income. Actuarial gains and losses arising from adjustments 
of experience and changes in actuarial assumptions in equity are charged or included in 
other consolidated statement of comprehensive income in the year in which they arise. 

Company Contribution Plan
The Company operates the defined contribution plan, the savings plan. The contribution 
of the Company to the contribution plans identified as an expense is recognized in the 
consolidated statement of income when the related service is provided. The Company's 
share will only be paid upon written request from the employee to terminate the plan or 
upon retirement, death or full disability of the employee in accordance with the approved 
regulations. The assets of the savings fund are accounted for in accordance with the 
accounting policies applicable to the Company where the liabilities and assets of the Fund 
were offset. 

End of service benefits
The Company pays end of service benefits when the employee's services are terminated 
before the normal retirement date or when the employee voluntarily terminates his/her 
services against these benefits. The Company recognizes end of service benefits in one of 
two cases: 
(A) when the Group can not withdraw the offer of benefits
(B) When the Group recognizes restructuring costs and includes end of service benefits in 
the event of an offer to encourage retirement, the termination benefits are measured based 
on the number of employees expected to accept the offer. Benefits that occur more than 12 
months after the end of the reporting period are discounted at present value.

6-10 Liabilities related to the removal of assets
The Group records the present value of the estimated costs of legal obligations required 
to return the site to its original condition in the year in which the obligation is incurred. 
The nature of these activities involves dismantling and removing structures, dismantling 
operating facilities, closing plant and waste sites, restoring and reclaiming damaged areas 
and re-planting them. 

The obligation is generally established when the asset is installed or land/environment is 
settled on site. Upon initial recognition of the obligation, the present value of the estimated 
costs is capitalized by increasing the carrying amount of the related property, plant and 
equipment to the extent that it is incurred as a result of the development/construction of 
the asset.

Over time, discounted liabilities are adjusted for changes in the present value based 
on discount rates that reflect current market assessments and the specific risks to the 
liabilities. The periodic interest of the deduction is recognized in the consolidated statement 
of income as part of the financing costs.

6-11 Government grants
They are government aids in the form of transfers of resources to the Company against a 
prior or future commitment to the Company's operating activities. It does not include forms 
of aid that cannot be reasonably determined, as well as transactions with the government 
that cannot be distinguished from the normal business transactions of the company.
Government grants, including non-monetary grants, are recognized at fair value, provided 
there is reasonable assurance that:
- The Group will comply with the conditions associated with it. And
- The grants will be received.
The receipt of the grant does not in itself provide definitive evidence that the conditions 
associated with the grant have been or will be met.
The manner in which the grant is received does not affect the accounting method to be 
adopted in respect of the grant. Therefore, the grant is calculated in the same way, whether 
received in cash or as a reduction of commitment to the Government.
Grants for specific expenses are recognized in the consolidated income statement in the 
year in which the related expenses are recognized.
The Company assesses the relationship between the grant and related expenses when it 
is established.
Provisions for the estimated liabilities are determined if it is probable that the previously 
proven grant will have to be repaid.
Grants relating to depreciable assets are recognized in the consolidated income statement 
at intervals and in the proportion to which the depreciation expense is recognized.
Grants relating to non-expendable assets, which require the satisfaction of certain liabilities, 
are recognized in the consolidated statement of income over the periods that carry the cost 
of meeting the liability.
Grants related to non-expendable assets that do not require the satisfaction of certain 
obligations are recognized in the consolidated statement of income at their nominal value 
in the same year.
The accounting treatment of grants under market interest rates is recognized as the 
difference between the nominal value of the loan and the fair value and is recorded in non-
current liabilities in the consolidated statement of financial position as deferred government grants.
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6-12 Provisions 
Provisions are recognized when the Group has contingent liabilities (legal or constructive) 
for past events and a settlement of the liability is probable and its value can be reliably 
measured. Provisions for future operating losses are not recognized. 
Where there are a number of similar liabilities, it is probable that the outflow will be required 
to settle by considering the classification of liabilities as a whole. The provision is recognized 
even if there is a low probability of an outflow of any item included in the same class of liabilities.
Provisions are measured at the present value of the best estimate of the management for 
the expenditure to be reconciled to the present liability at the end of the reporting period. 
The discount rate used to determine the present value is the pre-Zakat rate, which reflects 
the current market assessments of the time value of money and the risks related to the 
obligation. The increase in provision is recognized as a result of the passage of time as 
interest expense.

6-13 Deferred income
Deferred revenues relate to the electricity service connection tariff received from consumers 
that are deferred and recognized on a straight-line basis over the average useful lives of the 
equipment used in the service of consumers estimated at 35 years.

6-14  Zakat
The Company and its subsidiaries are subject to Zakat according the laws of the General 
Organization for Zakat and Income in the Kingdom of Saudi Arabia. Zakat is recognized and 
is charged to the income statement of the Company and its subsidiaries. Additional Zakat 
liabilities, if any, relating to the bases are calculated on previous years by the Commission 
in the year in which the final bases are issued.
 
6-15 Income tax and deduction tax
Some of the Company's shareholders and foreign shareholders in the subsidiaries are 
subject to income tax and are recognized as an expense in the consolidated statement of 
income.
The Group deducts taxes on certain transactions with non-valuing entities in the Kingdom 
of Saudi Arabia according to the Saudi Income Tax Law.
The share of the non-Saudi partner in the tax is also subject to its share in the profits of 
the investee company, directly and indirectly, in accordance with the requirements of the 

General Authority for Zakat and Income.
The current tax is calculated on the basis of taxable profit for the year. The taxable profit 
differs from the net income presented in the statement of income because it excludes 
taxable or deductible income items or expenses in subsequent years and excludes non-
taxable or non-deductible items. The Group's current liabilities are charged to the current 
tax using the tax rates that are applied or expected to be applied at large extent at the 
reporting date.

6-16 Deferred tax
Deferred tax is recognized in respect of temporary differences between the carrying amounts 
of assets and liabilities for the purpose of the financial report and the tax amounts used 
for tax purposes. Deferred tax liabilities are normally recognized for all taxable temporary 
differences.  Deferred tax assets are recognized to the extent that it is probable that the 
taxable profit will be available against the use of temporary differences that are deductible. 
These assets and liabilities are recognized in the event that temporary differences arise 
from initial recognition of goodwill or return to assets or liabilities in an ineffective operation 
over tax or accounting profits, except in the case of a merger. Deferred tax liabilities relating 
to temporary taxable differences arising from investments in subsidiaries, joint operations 
and associates are recognized only when the Group has the ability to reverse these 
differences and cannot be reversed in the foreseeable future.
The carrying amount of deferred tax assets is reviewed at each reporting date and adjusted 
to the extent that it is unlikely that there will be sufficient taxable profits to allow for the 
recovery of the asset or part of it.
Deferred tax is calculated on the basis of the tax rates expected to be applied in the period in 
which the liability is settled or the asset is realized based on the laws in force or substantially 
expected at the reporting date. Deferred tax is charged or recovered from the consolidated 
statement of income except where it relates to items carried or recovered directly from 
equity and in this case the deferred tax is treated directly in equity.

6-17 Statutory reserve
In accordance with the Company's Articles of Association, which have been modified to 
comply with the new corporate regulations adopted by the Extraordinary General Assembly 
on 19 April 2017 corresponding to 22 Rajab 1438H, the Company shall transfer 10% of the 
net consolidated income to statutory reserve until such reserve equals 30% of capital.
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6-18 Revenue recognition
The Group recognizes the following revenue from contracts with customers:
- Revenues of electricity sales
- Revenues of tariff of reading and maintaining meters and preparing bills
- Revenues of tariff of connecting the electrical service
- Revenues of the transmission system
- Other operating revenues
Revenue is measured on the basis of the amount specified in the contract with the 
customer. The Group recognizes revenue when it transfers control of the asset or service 
to the customer over a period of time or at a point in time. When connecting electricity to 
customers, the Group provides the following services:
- Connect the customer to the electricity network
- Supply of electricity
- Customer's right to use the meter
- Maintenance of the meter.

For the purpose of recognition of revenue in accordance with IFRS 15, the above services 
are not considered to be separate services or commodities, but are together a range of 
services or goods (referred to as "consolidated services") and are a single performance 
obligation for all services or goods secured in "consolidated services". The details of the 
revenues mentioned above and the method of proving them in accordance with Standard 
15 are as follows:

6-18-1 Revenues of electricity sales
Revenues of electricity sales are recognized in the accounting period in which the service 
is rendered. When bills are issued to subscribers with their electricity consumption value 
measured in kilowatt/hour. The transfer of control is recognized when the bill is issued and 
is the basis for the electricity consumption for the month. There are no volume discounts, 
variable amounts, and no unexpired obligations that affect the acceptance of goods or 
services.

The performance obligation represented by the revenues stream is not a separate 
performance obligation, but is part of the group's electricity supply. These services are 
payable after use, so revenue is recognized at the time point when using the services jointly 

and issuing the bills.
Sales of electrical energy due for the period not yet invoiced at the reporting date are 
recognized in the consolidated statement of income.

6-18-2 Revenues of tariff of reading and maintenance of meters and preparation of bills
Revenues of tariff of reading and maintenance of meters and preparation of bills are 
recognized in the accounting period in which these services are provided, which is the 
fixed monthly tariff that is calculated based on the capacity of the cutouts used by the 
subscribers. A fixed price obligation is recognized based on the actual services rendered 
up to the end of the reporting period as part of the total services rendered, as the customer 
receives and uses the benefits of the service at the same time.

Revenues of tariff of reading and maintenance of meters and preparation of bills which 
have no bills at the reporting date in the consolidated income statement.
6-18-3 Revenues of tariff of connecting the electrical service 
The amounts of tariff of connecting the electrical services received from subscribers are 
recognized as deferred revenues under liabilities and thus are recognized as income using 
the straight line method based on the average life of the equipment approved in the service 
of the subscribers. The connection is received once from the client at the time the customer 
requests to connect the electricity.

The electrical service connection does not represent a specific and separate component 
of the contract to provide the continuity of the electricity supply to the customer, which is 
part of the customer service package mentioned above. The policy of recognizing electricity 
service revenues is to demonstrate the useful life of the equipment used in the service of 
the subscribers

6-18-4  Revenues of the transmission system 
The revenues of the transmission system consist of charging fees and usage fees for 
the transmission system. These revenues are recognized over a period of time when the 
invoices are issued to the authorized users for the generation and cogeneration of the 
energy. The amount of revenue is measured based on the fees approved by the Electricity 
and Cogeneration Regulatory Authority according to the capacity and quantity of the energy 
transferred.
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6-18-5 Other operating revenues
Other operating income includes operating and maintenance revenues related to rental of 
fiber optic grids, sale of water, fuel residues, fines, reconnection charges, dismissal, etc. 
Revenue is recognized when the performance obligation is met.

6-19 Investment profits
Investment profits are recognized when the right to receive the dividend is recognized.

6-20 Borrowing costs
The general and specific borrowing costs directly attributable to the acquisition, 
construction or production of qualifying assets that are necessarily assets that require a 
considerable period of time to become available for sale or sale are added to the cost of 
the asset, where the assets are substantially ready for use or sale to the extent that they 
borrow The Group determines the amount of borrowing costs eligible for capitalization 
by applying a capitalization rate of expenses to that asset. The capitalization rate is the 
weighted average borrowing cost applied to group loans that are outstanding during the 
year, other than loans that are obtained specifically for the purpose of obtaining a qualifying 
asset. The amount of borrowings incurred by the Group during the year does not exceed the 
amount of borrowings incurred during that year. 
All other borrowing costs are recognized in the consolidated statement of income in the 
year in which they are incurred.

6-21 Lease contracts
Assets or properties lease contracts where the Group is considered a lessee under which 
all associated risks and benefits are transferred are classified as finance leases. Finance 
leases are capitalized at the inception of the lease at the fair value of the leased property 
or the present value of the minimum lease payments. The corresponding rental liabilities, 
net of financing costs, are included in short- and long-term payables. Each lease payment 
is divided between liabilities and financing cost. The cost of financing is charged to the 
consolidated statement of income over the lease term to produce a constant periodic 
interest rate on the remaining balance of the liability for each period. Assets and properties 
acquired under finance leases are depreciated over the shorter of the useful life of the asset 
or lease period if there is no reasonable assurance that the Group will obtain ownership at 
the end of the lease term. 
Lease contracts in which a significant portion of the risks and rewards associated with 

ownership are not transferred to the Group are classified as operating leases. Payments 
made under operating leases (net of any incentives received from the lessor) are charged to 
the consolidated statement of income on a straight-line basis over the lease term.

6-22 Dividends  
Dividends are recognized on the Company's shareholders as a liability in the Group's 
consolidated financial statements in the year in which the dividends are approved by the 
Company's shareholders.

6-23 Segment reporting 
An operating segment is a component of a group that carries out business activities 
from which it may earn revenues and incur expenses (including revenues and expenses 
relating to transactions with other components of the entity itself) whose operating results 
are regularly reviewed by the chief operating decision maker of the enterprise about the 
resources that will be allocated to the Segment in order to correct its performance as 
separate financial information is available.
An operating segment may have business activities for which it has not yet earned revenue. 
For example, start-ups may be considered operating segments before they generate 
revenue.

6-24 Fair value 
Fair value is the price that may be received against the sale of an asset or the conversion of 
an obligation in an organized transaction between market participants on the measurement 
date. The measurement of fair value is based on the assumption that the transaction for the 
sale of the asset or the transfer of the obligation can occur either:
- In the primary market of an asset or liability;
- In case of absence of the main market, in the most appropriate markets for the asset or 
liability.
The Group uses appropriate valuation techniques with ambient conditions for which 
sufficient data are available to measure fair value, maximizing the use of appropriate inputs 
that can be monitored and minimizing the use of inputs that cannot be monitored to the 
greatest extent possible.
The measurement of the fair value of a non-financial asset takes into account the ability of 
the market participant to generate economic benefits by using the asset at its maximum 
and best use or by selling it to another market participant who may use the asset at its 
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maximum and best use.
All assets and liabilities whose fair values are measured or disclosed in the financial 
statements are classified in the fair value hierarchy.
This is described below, based on the lowest entry level that is important for the overall 
measurement:
Tier 1: Quoted prices (unadjusted) in active markets for similar assets or liabilities can be 
obtained at the measurement date.
Tier 2: Inputs other than quoted prices included in Level 1 that are observable for assets or 
liabilities directly (e.g. prices) or indirectly (derived from prices).
Tier 3: Inputs for assets or liabilities not based on observable market information 
(unobservable inputs)
For assets and liabilities that are measured in the financial statements at fair value on a 
recurring basis, the Group determines whether transfers are received between the levels 
of the hierarchy by re-evaluating the classification (based on the lowest entry level that is 
significant for the overall measurement) at the end of each reporting period.

6-25 Inventory 
The inventory consists of materials and supplies for generation stations, transmission and 
distribution grids, fuel stocks and other materials.
Inventories are initially measured at cost price, which includes acquisition costs, conversion 
costs and other costs incurred by the inventory's access to its current location and condition. 
The Group relies on the weighted average cost method when measuring inventory. In 
accordance with the weighted average cost formula, the cost of each item is determined 
by the weighted average cost of similar items at the beginning of a given period and the 
cost of similar items purchased or produced during the year. Subsequently, the inventory is 
measured at the lower of cost and net realizable value, whichever is lower. 
Net realizable value is the estimated selling price in the ordinary course of business less 
estimated costs to complete the estimated costs necessary to enforce the sale.

6-26 Contingent liabilities
Are liabilities that are likely to arise from past events and whose existence will be confirmed 
only by the occurrence or absence of one or more uncertain future events that are not 
within the overall control of the Group or an existing liabilities arising from past events 
that are not recorded because it is unlikely to have a need for a resource flow that has 
economic benefits to settle the liability and if the amount of the obligation cannot be reliably 
measured, the Group does not recognize the contingent liabilities but discloses them in the 
consolidated financial statements.

7-Seasonal Changes
The Group's activity and revenues are influenced by seasonal weather factors during 
the year. The Group's revenues are substantially lower during the winter months due to 
lower electricity consumption and increased revenues during the summer months due to 
increased electricity consumption due to higher temperatures. These changes are reflected 
in the financial results of the Group's operations during the year.

8-Segment information and structural information of its activities
The Group's main operating activities are divided into the generation, transmission, 
distribution and subscriber services which are complementary to each other in the 
production and delivery of electrical energy to the consumer. The Group's revenues are 
currently realized from the end-to-end selling of electricity according to the stated official 
pricing.

The main actions of each activity are as follows:
Generation: Generation and supply of electrical energy. 
Transmission: Transfer of energy from generation plants using the transmission network 
to the distribution network and operation and maintenance of the electricity transmission 
system.
Distribution and Subscriber Services: Receiving energy from transmission grids and 
distributing it to subscribers as well as issuing and distributing consumption bills and their 
collection.
The Group is currently working on the implementation of an integrated plan aimed at 
separating the main activities into independent companies and developing inter-selling 
prices. Accordingly, the revenues and expenses of each company will be determined 
separately upon the completion of the separation process to measure the performance 
of each activity and its results independently. As part of this plan, the National Grid SA 
was established and the bases of its dealings agreements were approved by the Board of 
Directors.  The National Grid SAA commenced its operations related to the transmission 
activity on 1 January 2012.

The financial statements of the Saudi Electricity Company included in the table below 
include the generation activity, which includes joint operations, distribution and subscriber 
services. Procedures are still under way to separate the generation and distribution activities 
up to the date of preparation of these consolidated financial statements.
The Saudi Grid SAA's financial statements also include the transmission of electricity and 
the operation and maintenance of the transmission system.
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(All amounts are listed in thousand Saudi riyals unless otherwise stated)

*The item in the government fees payable the State represents the beginning of 2018AD referred in note no.1. 

for the year ended December 2018 ,31AD 

Total
 Deletion of
 overlapping

balances

 Other
affiliatesJoint operations National Grid

SA Company
 Saudi Electricity

 Company

Revenues

64,063,638(49,638)34,949--64,078,327External consumers

-(13,653,180)-1,280,84312,372,337-Among Segments

64,063,638(13,702,818)34,9491,280,84312,372,33764,078,327Total revenues

Costs of revenues

(7,669,664)----(7,669,664)Fuel

(8,254,046)1,280,843---(9,534,889)Purchased energy

(11,082,397)12,373,077(12,100)(323,348)(1,830,203)(21,289,823)Operation and maintenance expenses

(14,703,780)----(14,703,780)*Government fees 

(16,434,137)49,638-(363,688)(6,211,265)(9,908,822)Operation and maintenance consumptions

(58,144,024)13,703,558(12,100)(687,036)(8,041,468)(63,106,978)Total costs of revenues

(925,606)-(24,329)(135,428)(210,799)  (555, 050)General and administrative expenses

(414,426)----  (414, 426)General and administrative consumptions

(1,340,032)-(24,329)(135,428)(210,799)  (969, 476)Total general and administrative expenses

1,436,021(1,356,811)1,42576,1444,947  2, 710, 316Other revenues, net

(4,136,617)1,356,0715,492(455,658)(1,381,423)  (3, 661, 099)Financing costs, net

(62,338)----  (62, 338)Share of investments loss in the equity-counted 
companies 

(59,515)-(7,691)(6,491)(136,746)  91, 413Zakat expense and deferred income tax

1,757,133-(2,254)72,3742,606,848  (919, 835)Net (loss)/profit of the year

 As of  December 31, 2018AD

64,494,038-407,44991,38519,399,587  44, 595, 617Projects under implementation

353,607,987--10,945,289137,601,024  205, 061, 674Properties, plants and equipment

418,102,025-407,44911,036,674157,000,611249, 657, 291Total properties, plants and equipment

464,555,844(119,967,276)887,29512,563,242157,501,862413, 570, 721Total assets

390,878,066(107,767,985)386,3399,915,692109,683,874378, 660, 146Total liabilities

Total
 Deletion of
 overlapping

balances

 Other
affiliatesJoint operations National Grid

SA Company
 Saudi Electricity

 Company
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For the year ended December 2017 ,31AD

 Saudi Electricity
 Company

 National Grid
SA Company

 Joint
operations Other affiliates

 Deletion of
 overlapping

balances
Total

Revenues

External consumers 50, 699, 597 0 0 28, 581 (43, 272) 50, 684, 906

Among segments - 10, 760, 554 2, 113, 837 -   (12, 874, 391) 0

Total revenues 50, 699, 597   10, 760, 554   2, 113, 837   28, 581   (12, 917, 663) 50, 684, 906

Costs of revenues

Fuel (9, 026, 790)  -  - - - (9, 026, 790)

Purchased energy   (9, 169, 645)  - (965, 644)   -   2, 113, 838    (8, 021, 451)

 Operation and maintenance
expenses   (20, 321, 852) (1, 837, 466)   (271, 626)   (10, 352)   10, 769, 128   (11, 672, 168)

 Operation and maintenance
consumptions   (9, 703, 273)   (5, 305, 100)   (309, 802)   -   43, 272    (15, 274, 903)

Total costs of revenues (48, 221, 560)   (7, 142, 566)   (1, 547, 072)   (10, 352)   12, 926, 238   (43, 995, 312)

 General and administrative
expenses   (699, 792)   (266, 447)   (59, 409)   (18, 492)   -    (1, 044, 140)

 General and administrative
consumptions   (396, 260)   -   -   -   -   (396, 260)

 Total general and administrative
expenses   (1, 096, 052)   (266, 447)   (59, 409)   (18, 492)   -   (1, 440, 400)

Other revenues, net   2, 419, 958   4, 133   158, 580   624   (1, 118, 198)   1, 465, 097

 Exemption from Municipal
charges   6, 119, 546   -   -   -   -   6, 119, 546

 Human Resources Productivity
Improvement Program   (2, 629, 268)   (198, 996)    (891)    (2, 829, 155)

Cost of financing, net   (2, 339, 749)   (1, 142, 136)   (381, 665)   1, 783   1, 109, 623   (2, 752, 144)

 Saudi Electricity
 Company

 National Grid
SA Company

 Joint
operations Other affiliates

 Deletion of
 overlapping

balances
Total
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 Share of investments loss in the
 companies (108,876) - - - - (108,876)

 Zakat expense and deferred
income tax (202,178) - (33,235) - - (235,413)

Net profit of the year 4,641,418 2,014,542 251,036 1,253 - 6,908,249

2018AD ,31 As of December

Projects under implementation 42,698,136 36,136,075 1,120,452 - - 79,954,663

Properties, plants and equipment 196,572,965 117,374,557 10,387,351 - - 324,334,873

 Total properties, plants and
equipment 239,271,101 153,510,632 11,507,803 - - 404,289,536

Total assets 424,862,410  140,784,669  12,919,061 283,406 (133,089,086) 445,760,460

Total liabilities  359,962,634 123,758,118 11,154,417 162,573 (121,586,689) 373,451,053

9- Properties, plants and equipment. net

Lands Bulidings  Plants and
equipment

 Capital
 spare parts

 Transmission
 and

 distribution
network

 Cars and
 vehicles  Others

 Projects
 Under

implementation
Total

Cost

As of January ,1 
2017AD 3,109,334 36,495,109 165,207,054 5,301,154 260,762,301 1,775,239 9,392,564 88,322,121 570,364,876

Additions 392,299 6,772,119 11,782,370 541,372 30,647,636 146,150 4,120,860 43,761,224 98,164,030

 Posted from projects
to fixed assets - - - - - - - (52,128,682) (52,128,682)

 Re-tabulation (4,823) 93,767 (262) 7,307 (1,310) (511) (94,168) - -

 Exclusions - (63,575) (2,182,518) (9,966) (269,246) (98,252) (45,212) - (2,668,769)

As of December 31, 
2017AD 3,496,810 43,297,420 174,806,644 5,839,867 291,139,381 1,822,626 13,374,044 79,954,663 613,731,455

Additions 749,707 2,210,980 8,496,144 431,243 31,384,081 8,250 3,777,765 29,780,946 76,839,116

Lands Bulidings  Plants and
equipment

 Capital
 spare parts

 Transmission
 and

 distribution
network

 Cars and
 vehicles  Others

 Projects
 Under

implementation
Total
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Lands  Buildings  Plants and
equipment

 Capital
 spare parts

 Transmission
 and distribution

network
 Cars and
 vehicles  Others

 Projects
 Under

implementation
Total

 Posted from projects
to fixed assets - - - - - - - (45,004,719) (45,004,719)

Re-tabulation - 2,285,099 528,354 (67,481) 4,635,703 (1,313) (7,387,259) 6,897 -

Exclusions (1,420) (20,401) (463,455) - (1,013,950) (9,104) (7,807) (243,749) (1,759,886)

As of December 31, 
2018AD 4,245,097 47,773,098 183,367,687 6,203,629 326,145,215 1,820,459 9,756,743 64,494,038 643,805,966

Accumulated depreciation:

As of January 1, 
2017AD - 15,300,927 67,391,030 2,622,862 105,762,279 1,301,478 3,976,908 - 196,355,484

Posted to the year - 1,375,744 5,785,930 181,493 7,572,338 138,768 616,890 - 15,671,163

Re-tabulation - 8,464 (262) - (388) (465) (7,349) - -

Exclusions - (57,476) (2,128,939) (8,632) (246,475) (98,238) (44,968) - (2,584,728)

As of December 31, 
2017AD - 16,627,659 71,047,759 2,795,723 113,087,754 1,341,543 4,541,481 - 209,441,919

Posted to the year - 1,518,644 5,765,358 193,155 8,560,434 148,058 662,914 - 16,848,563

Re-tabulation - 23,173 (344) 209 (131) (22,907) - -

 Exclusions - (19,190) (384,739) (166,293) (9,074) (7,245) - (586,541)

As of December 31, 
2018AD - 18,150,286 76,428,034 2,989,087 121,481,764 1,480,527 5,174,243 - 225,703,941

Net book value:

Net book value: 3,496,810 26,669,761 103,758,885 3,044,144 178,051,627 481,083 8,832,563 79,954,663 404,289,536

As of  December 31, 
2017AD 4,245,097 29,622,812 106,939,653 3,214,542 204,663,451 339,932 4,582,500 64,494,038 418,102,025

- As of December 2018 ,31, the total properties and equipment amounting to SR 59.8 billion has been depreciated and is still in use and the Management does not expect significant future economic 
  benefits from these assets.
- The addition to projects under implementation includes capitalized financing costs of SR 2.3 billion during 2018 (SR 2.9 billion for 2017) and the capitalization rate for the year ended December  2018 ,31   
  was %4.6.
- The land item includes plots of land with a book value of SR 25 million, the title deeds are being posted to the Group. 

Lands  Buildings  Plants and
equipment

 Capital
 spare parts

 Transmission
 and distribution

network
 Cars and
 vehicles  Others

 Projects
 Under

implementation
Total
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 Generation  Transmission  Distribution  General  Joint
operations Total

As of December 2018 ,31AD

Lands 131,113 591,303 219,018 3,303,663 - 4,245,097

Buildings 17,063,847 9,796,764 387,316 1,534,385 840,500 29,622,812

Plants and equipment 90,389,134 5,304,913 524,860 727,837 9,992,909 106,939,653

Capital spare parts 2,300,671 565,417 237,119 23 111,312 3,214,542

 Transmission and distribution
network - 120,439,447 84,224,004 - - 204,663,451

Cars and vehicles 6,821 435 - 332,471 205 339,932

Others 2,542,759 902,745 504,039 632,594 363 4,582,500

Net book value 112,434,345 137,601,024 86,096,356 6,530,973 10,945,289 353,607,987

As of December, 2017 31AD

Lands 131,137 591,303 219,018 2,555,352 - 3,496,810

Buildings 16,802,675 7,326,388 330,906 1,555,372 654,420 26,669,761

Plants and equipment 88,634,201 4,425,848 490,058 591,468 9,617,310 103,758,885

Capital spare parts 2,070,230 563,455 296,012 38 114,409 3,044,144

 Transmission and distribution
network - 103,597,454 74,454,173 - - 178,051,627

Cars and vehicles - 531 8,334 472,023 195 481,083

Others 2,705,049 869,578 424,695 4,832,224 1,017 8,832,563

Net book value 110,343,292 117,374,557 76,223,196 10,006,477 10,387,351 324,334,873

The net book value of properties, plants and equipment of the Group (Except projects under implementation) is distributed to its main activities as follows: 

 Generation  Transmission  Distribution  General  Joint
operations Total
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The capitalization rate for the year ended December 2018 ,31 is %4.6.

Total Joint
operations

 General
    projects

 Distribution
projects

 Transmission
projects

Generation
 projects

88,322,1212,392,7731,480,00516,197,50743,118,33525,133,501As of December 2017 ,31AD

40,872,350383,1563,099,56710,245,75119,401,0077,742,869Additions

2,888,87490,67054,520603,6301,349,272790,782Capitalized financing costs

(52,128,682)(1,746,146)(1,182,434)(7,509,873)(27,732,539)(13,957,690)Postings 

79,954,6631,120,4533,451,65819,537,01536,136,07519,709,462As of December  2017 ,31AD

27,503,30683,2442,244,3477,713,51211,247,1806,215,023Additions

2,277,640-59,051181,6771,185,043851,869Capitalized financing costs

(45,004,719)(875,460)(1,502,482)(14,237,371)(20,443,896)(7,945,510)Posted from projects to fixed assets

6,8976,897----Postings 

(243,749)(243,749)----Exclusions

64,494,03891,3854,252,57413,194,83328,124,40218,830,844As of December 2017 ,31AD

Projects under implementation

Total Joint
operations

 General
    projects

 Distribution
projects

 Transmission
projects

Generation
 projects
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The valuation techniques used to derive the second tier of fair value

The second tier of fair value is generally derived using the sales comparison approach. Selling prices for similar properties have been adjusted. The price per square 
meter is the primary input in this approach used for evaluation. 
The properties valuation mechanism used in the valuation of real estate investments is in line with the International Standards Board and the Saudi Authority for 
Certified Valuers. 

Measurement of fair value on 31 December 2018AD by using

Other unobservable inputs (Tier 3) Other observable inputs (Tier 2)Quoted prices (unadjusted) in active markets 
for similar assets (Tier 1)

-1,194,895-Measurement of fair value - Land

10- Investment properties
The cost of real estate investments as of December 31, 2018 amounted to SR 535 million (31 December 2017: SR 535 million). The Management has made an assessment of the fair value 
of the real estate investments as of December 31, 2018 and the fair value amounted to SR 1.2 billion.
The Group's lands classified as investment properties were assessed by an external valuer to determine the fair value of the land as of December 31, 2018. The land has been assessed by 
Maayer Real Estate Appraisal Company under membership number 11000199 with the Saudi Authority for Certified Valuers. 
The following table shows the valuation methods used to determine the fair value of investment properties, as well as the key inputs not observed in valuation models. The fair value 
measurement information is consistent with International Financial Reporting Standard 13 as of December 31, 2018, which was finalized during the fourth quarter of 2018 as follows:

Measurement of fair value on 31 December 2018AD by using

Other unobservable inputs (Tier 3) Other observable inputs (Tier 2)Quoted prices (unadjusted) in active markets 
for similar assets (Tier 1)
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11- Intangible assets, net 

برامج حاسبأعمال قید التنفیذالمجموع
آلي

حّق إستخدام أنبوب
النفط

Cost:

551,601212,268161,247178,086As of January 2017 ,1AD

75,1721,10074,072-Additions

-(100,506 )100,506-Posted from projects under implementation 

626,773112,862335,825178,086As of  December 31,2017AD

193,983 57,403 22,388 114,192 Additions

-(77,844)77,844 -Posted from projects under implementation

820,756 92,421 436,057 292,278 As of  December 31,2018AD

Accumulated depreciation:

157,290121,67335,617As of January 2017 ,1AD

97,368-52,84644,522Posted to the year

254,658-174,51980,139As of December 2017 ,31AD

87,404 -32,823 54,581 Posted to the year 

342,062 -207,342 134,720 As of December 2018 ,31AD

Net carrying amount:

478,694 92,421 228,715 157,558 As of December 2018 ,31AD

372,115112,862161,30697,947As of December 2017 ,31AD

TotalWorks under process SoftwareThe right to use fuel pipe TotalWorks under process SoftwareThe right to use fuel pipe
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12- Equity-accounted investments

The balances related to these investments are represented as follows:

31 December 2017AD31 December 2018AD

1,443,7971,389,321GCC Interconnection Authority

84,86777,858GCC Electrical Testing Laboratory

2981,126Fadhili Plant Cogeneration Company

510510Green Saudi Company for Carbon Services

1,529,4721,468,815

Joint projects

 - 5,000World Data Center Company

-5,000

1,529,4721,473,815Total

31 December 2017AD31 December 2018AD

Joint projects
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The movement in equity-accounted investments is as follows:

Total
 Global Data

 Center
Company

 Green Saudi Carbon
Services Company

 Fadhili Plant
 Cogeneration

Company

 GCC Electrical
Testing Laboratory

 GCC Interconnection
Authority

1,570,338--45021,1671,548,721Balance as of January 2017 ,1AD

68,010-510-67,500-Addition within the year

(108,876)--(152)(3,800)(104,924)Share in net loss

1,529,472-51029884,8671,443,797Balance as of January 2017 ,31AD

6,6815,000-1,681-Addition within the year

(62,338)--(853)(7,009)(54,476)Share in net loss

1,473,8155,0005101,12677,8581,389,321Balance as of December ,31 
2018AD

GCC Interconnection Authority
The company has participated in the capital of GCC Interconnection Authority to promote 
the utilization of electricity transmission and distribution among member states. The value 
of the participation on the date of incorporation amounted to US $ 484.8 million, equivalent 
to SR 1.8 billion.

GCC Electrical Testing Laboratory
With pursuant to the Ministerial Resolution No.(38/(dated 10 Safar 1437H, corresponding 
to 10 November 2016, GCC Electrical Testing Laboratory (Closed Joint-Stock Company) 
was established with an authorized capital of SR 360 million. The share of the company is 
25% of the Company's capital. The founders paid SR 90 million and the Company's share 
was SR 22.5 million, paid in full as of December 31, 2016. During 2017, the capital of the 
Company was paid in full and it becomes SR 360 million and the paid share capital of the 
Company was SR 90 million as of December 31, 2017. The Company has not yet started its 
operational activities. The carrying amount of the investment represents net paid-up capital 
less pre-operating expenses.

Fadhili Plant Cogeneration Company
In accordance with the resolution of the Board of Directors no.5/143/2016 dated 17 Dhu al-
Hijjah 1437 Hijri corresponding to 20 September 2016, Fadhili Plant Cogeneration Company 
was established with a capital of SR 1.5 million. The Company's share is 30% of the share 

capital. This Company has not yet started its operational activities. The carrying amount of 
the investment represents net paid-up capital less pre-operating expenses.

Green Saudi Company for Carbon Services
The Group has partnered with Petroleum, Chemical and Mining Company (PCMC) to 
establish Green Saudi Company for Carbon Services as a limited liability company with a 
capital of SR 1 million. The company's share is SR 510 thousand, representing 51% of the 
share capital.

World Data Center Company
Dawyiat Telecommunications Company established World Data Center Company on 11 
September, 2018 (50% of ownership) in the Kingdom of Saudi Arabia. Its main activity is the 
extension of grids, expansion and installation of computer grids, communications, operating 
systems, computer consultancy and computer facilities management services (Hosting 
service of telecommunications devices and equipment and information technology). The 
necessary licenses are being obtained and are being treated as a joint venture and are 
accounted for in the same way as accounting for investments in property rights.

Total
 Global Data

 Center
Company

 Green Saudi Carbon
Services Company

 Fadhili Plant
 Cogeneration

Company

 GCC Electrical
Testing Laboratory

 GCC Interconnection
Authority
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The following table represents the most important items of financial statements related to the Group's investment in GCC Interconnection Authority:

-  The investee companies according to other owners' equities aren't shown because they aren't significant. 

31 December 2017AD31 December 2018AD

711,165686,989Current assets 

3,867,1093,692,569Fixed assets

73,83859,455Current liabilities

36,06841,560Non-current liabilities 

4,468,3684,278,543Owners' equity

31 December 2017AD31 December 2018AD

149,393149,354Operating revenues

(358,350)(350,814)Costs of revenues

(208,957)(201,460)Total loss

(18,799)(22,816)General and administrative expense

 (227,756)(224,276)Operating loss of the year

11,85421,109Other revenues, net

7,78513,491Finance revenues

 (208,117)(189,676)Net loss of the year

31 December 2017AD31 December 2018AD

31 December 2017AD31 December 2018AD
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13. Financial assets at expired cost

14. Financial assets through other comprehensive income

31 December 2018AD 31 December 2017AD

Shuaibah Water Electricity Company 149,989 148,293

Shuqaiq Water & Electricity Co. 93,297 99,875

Jubail Water & Electricity Co. 40,588 41,926

Shuaibah Expansion Holding Co. Ltd. 15,491 15,528

299,365 305,622

The information of fair value according to the IFRS 23 listed in note 3-46. 

The information of fair value according to the IFRS 13 listed in note 3-46. 

31 December 2017AD31 December 2018AD

20,000-Saudi British Bank Sukuk "SABB"

25,00023,925Sadara Basic Services Company "Sadara"

20,46518,785Saudi Aramco Total Refining and Petrochemical Company (SATORP) 

65,46542,710

-(76)Increase in the provision of financial assets measured at expired cost (Note 1-3)

65,46542,634

31 December 2017AD31 December 2018AD

31 December 2018AD 31 December 2017AD
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15. Inventory, net

31 December 2018AD 31 December 2017AD

Materials and supplies of Generation plants* 2,632,428 2,928,391

Materials and supplies of distribution grids 1,918,712 2,339,742

Materials and supplies of transmission grids 344,766 342,189

Fuels and oils 939,435 809,751

*Others 39,653 66,878

Total 5,874,994 6,486,951

Less: Provision for slow moving inventory (A)  (1,129,600) (789,105)

Total 4,745,394 5,697,846

31 December 2018AD 31 December 2017AD

Balance at the beginning of the year 789,105 485,398

Posted during the year 340,495 303,707

Balance at the end of the year 1,129,600 789,105

*During the year ended 31 December 2018AD, the inventory was reduced by 425 million Saudi riyals as a permanent decrease in the inventory's value (2017AD: Nil).

(A) The provision for slow moving inventory during the year is as follows:

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD
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16. Receivables of the electricity's consumers, net

31 December 2018AD 31 December 2017AD

Receivables of the electricity's consumers

*Government bodies 16,350,324 18,788,803

**Commercial and residential  11,804,290 4,834,047

Receivables of projects of electrical service connection 2,394,898 2,136,277

Required from relevant parties 2,645,500 2,426,342

Total receivables of the electricity's consumers 33,195,012 28,185,469

Less: Provision for impairment of receivables of the electricity's consumers (A) (1,614,560) (1,160,365)

Add: Accrued revenues 3,551,021 2,515,103

Total 35,131,473 29,540,207

31 December 2018AD 31 December 2017AD

Balance at the beginning of the year 1,160,365  1,150,783

Increase in the provision of trade receivables as a result of application of standard 
9 (Financial instruments) 

454,195 -

Balance at the beginning of the modified year 1,614,560 1,150,783

Posted - 269,083

Cancellation - (259,501)

Balance at the end of the year 1,614,560 1,160,365

*According to the relevant Ministerial reports and resolution, the Group made an offset for some of the debit balances due from the government bodies with credit 
balances to some of government bodies. 
**The balance includes the impact of tariff increase of SR 3.9 billion (Note 1).

(A) Provision for decrease in the balances of receivables of the electricity's consumers during the year is as follows:

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD
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17. Loans and prepayments  

18. Prepaid expenses and other receivables

19. Cash and its equivalents 

31 December 2018AD 31 December 2017AD

 Loans to relevant companies

Jubail Water & Electricity Co. 920 9,250

Prepayments

Contractors and suppliers 671,493 1,467,567

Employees' receivables 22,486 20,813

Total 694,899 1,497,630

31 December 2018AD 31 December 2017AD

Prepaid expenses and others 125,571 290,129

Value of fuel supplied to Independent Production Companies - 174,406

Value of insurance claims and other claims 124,505 170,529

Other receivables, net 409,074 256,002

Total 659,150 891,066

Less: Allowance for other doubtful receivables (57,254) (57,254)

Total 601,896 833,812

31 December 2018AD 31 December 2017AD

Cash on hand 33,393 32,826

Cash at banks 2,060,797 732,563

Short-term deposits 335,023 292,821

Total 2,429,213 1,058,210

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD
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23. Employees' benefits liabilities 

31 December 2018AD 31 December 2017AD

Employees' End of Service Benefits 3,870,088 4,859,499

Savings Fund 614,331 479,013

Human Resources Productivity Improvement Program 1,578,573 2,264,382

Total 6,062,992 7,602,894

20. Capital
The Company's share capital amounts to SR 4,166,938,150 and is divided into 4,666,593,815 
shares with a nominal value of SR 10 per share. The ownership of the shares owned by the 
Government of the Kingdom of Saudi Arabia has been transferred to the Public Investments 
Fund by the Royal Decree No. 47995 dated 19 Shawwal 1438H corresponding to 13 July 
2017.

21. Transactions with owners recognized in the statement of owners' equity directly 
In accordance with the Articles of Association of the Company shall be distributed after 
deducting the reserves as a first payment to shareholders at least 5% of the paid up capital, 
subject to the provisions of Council of Ministers' Resolution No. 169 and 11 Sha'ban 1419H 
under which the Government waived its share in the dividends provided that the annual 
dividends distributed shall not exceed 10% of the nominal value of the share for a period 
of ten years from the date of the company. On a decision Ministers sat No. 327 and the 
date of 24 Ramadan 1430H corresponding to 13 September, 2009 of the extension of the 
government's waiver of its share in the dividends that will be allocated by the Company for 
other ten years.
On 7 Safar 1440H corresponding to 21 October 2018AD, the Council of Ministers' Resolution 
No.91 was issued and it included (First) The Ministry of Finance has decided to settle Saudi 
Aramco's share of its profits in the Saudi Electricity Company for the period from the date 
of its establishment until the end of 1439H, which does not affect the financial position 
of the Company. Saudi Electricity Company (SEC), and (ii) Saudi Electricity Company 
(SAUDI) listed the shares of Saudi Aramco within the beneficiaries from any future dividend 
distributions as they fall due.

At its meeting held on 25 June 2018, the General Assembly approved the distribution of 
cash dividends for the year 2017 to the shareholders of the Company from the owners and 
the like in the amount of SR 547 million of SR 0.70 per share representing 7% of the nominal 
value of the share (2016AD: SR 547 million).
At its meeting held on 12 March 2019, corresponding to 5 Rajab 1440H, the Board of 
Directors recommended the allocation of cash dividends of  2018 to the shareholders of 
the Company from the owners and the like in the amount of SAR 749.3 million at SAR 7.0 
per share representing 7% the nominal value of the share. The allocation of profits for the 
current year requires the approval of the Company's General Assembly.

22. Reserves
Statutory reserve
According to the Company's Articles of Association, which have been modified in accordance 
with the new corporate system and adopted by the Extraordinary General Assembly on 19 
April, 2017, the Company must retain 10% of its net profits every year to form a statutory 
reserve until this reserve reaches 30% the money. Statutory reserve is not available for 
distribution.

General reserve
The general reserve consists of reserve balances that were recorded in the consolidated 
financial statements of Saudi Electricity Company on the date of consolidation (note 1) 
in addition to the amounts collected from individuals for the electricity charge after 31 
December 2001.

31 December 2018AD 31 December 2017AD
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23-1 Employees' End of Service Benefits

31 December 2018AD 31 December 2017AD

Total discount rate 4,6% 3,55%

Price inflation rate 2% 2,65%

Wages inflation rate 4% 4,65%

Resignation rate before age of retirement (years) Rate of 2018 Rate of 2017

18-35 1%

6,25%
36-40 3%

41-45 15%

+46 30%

The Group has conducted an actuarial valuation of employee benefits using the expected credit unit method of its liabilities as at 31 December 2018 and 31 
December 2017 resulting from end of service benefits.

The main demographic assumptions for the assessments are presented in the table below:

Proposed age of retirement: 58 years and three months. The retirement of older employees is assumed to be from the assumed retirement age immediately on the 
evaluation date.
Pre-retirement mortality: The group based on the rate of pre-retirement mortality on the life table in India, which is not significantly different from the life table in 
Saudi Arabia.

The economic assumptions for evaluations are mentioned below:

Resignation rate before age of retirement (years) Rate of 2018 Rate of 2017

31 December 2018AD 31 December 2017AD
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Impact on the benefits' liabilities specified for the year ended 2018AD

1% Increase 1% Decrease 

Salaries inflation 276,430 (252,230)

Discount rate (228,523) 254,560

Impact on the benefits' liabilities specified for the year ended 2017AD

1% increase 1% decrease 

Salaries inflation 525,666 (447,411)

Discount rate 447,810 (526,117)

Sensitivity analysis

The following table shows the settlement of the benefits' liabilities specified for the year ended 31 December 2018AD and 2017AD. 

Statement of profit or loss Re-measurement Cash movement Total

As of January 2017 ,1AD 5,467,696

Cost of the current service 421,581 - - 421,581

(Cost of interest) 182,361 - - 182,361

Profit/(loss) of change in financial 
assumptions - 153,986 - 153,986

Profit/(loss) of change in demographic 
assumptions - (77,504) - (77,504)

Profits/(Losses) - (246,006) - (246,006)

Paid benefits -   - (1,042,615) (1,042,615)

Total movements during the year 603,942 (169,524) (1,042,615) (608,197)

As of December 31,2017AD 4,859,499

Cost of the current service 354,295 354,295

Impact on the benefits' liabilities specified for the year ended 2018AD

Impact on the benefits' liabilities specified for the year ended 2017AD

Statement of profit or loss Re-measurement Cash movement Total
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23-2 Savings Fund

31 December 2018AD 31 December 2017AD

Opening balance 479,013 461,066

Posted to the year 128,236 130,758

Paid during the year (115,862) (53,783)

Net change in the Fund's assets 122,944 (59,028)

Ending balance 614,331 479,013

In accordance with Article 145 of the Labor Law, and in line with the Board meeting held on 23 Safar 1429H corresponding to 2 March 2008, the savings law has 
been implemented to encourage Saudi employees to save and invest their savings in fields that are more beneficial to them to secure their future and motivate 
them to continue working with the Company.
Participation in the savings law is limited to Saudi employees only and optional for the employee who wishes to contribute with a monthly minimum of %1 to a 
maximum of %10 of the basic salary.

(Cost of interest) 171,305 - - 171,305

Profit/(loss) of change in financial 
assumptions - (447,399) - (447,399)

Profit/(loss) of change in 
demographic assumptions - (240,295) - (240,295)

Profits/(Losses) - 133,028 - 133,028

Paid benefits - 133,028 (960,345) (960,345)

Total movements during the year 525,600 (554,666) (960,345) (989,411)

As of December 31,2018AD 3,870,088

31 December 2018AD 31 December 2017AD
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23-3 Human Resources Productivity Improvement Program

31 December 2018AD 31 December 2017AD

Company's participation 555,837 533,819

Employees' participation 547,354 556,998

Total liabilities 1,103,191 1,090,817

31 December 2018AD 31 December 2017AD

Balances and deposits at banks 346,860 499,804

Investments in instruments  142,000 112,000

Total of the Fund's assets 488,860 611,804

31 December 2018AD 31 December 2017AD

Special offer 913,642 1,645,875

Adaptation offer  664,931 618,507

Total of the Fund's assets 1,578,573 2,264,382

The balances of liabilities of Savings Fund: 

The assets of Savings Fund are as follows: 

Through the company's efforts to improve the productivity of human resources, raise the level of efficiency of employees and reduce the total costs of human 
resources, which will be reflected in the positive impact on the company's performance in the future, the company launched the program to improve the 
productivity of human resources. The qualified for this program are the Saudi employees to whom the terms and conditions of this program apply. The employees 
participating in the programs mentioned above have the same benefits as the assumptions below.

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD



Report of the Board of Directors 2018138

The economic assumptions used in the evaluation of the private offer program are as follows:

The movement during the year for Human Resources Productivity Improvement Program is as follows: 

- Each employee eligible for a special offer is likely to receive the offer in any year;
- The annual sponsorship cost of the program members has been approved based on the actual average cost of the company;
- All benefits under the Plan shall cease upon death or at the age of 60, whichever is earlier;
- Mortgage loans related to premiums support will not expire before the employee reaches age 60

31 December 2018AD 31 December 2017AD

Total discount rate 3,9% 3,55%

Price inflation rate 5% 2,65%

Mortality rate
The group based on the rate of pre-retirement mortality on the life table in India, which is 

not significantly different from the life table in Saudi Arabia.

31 December 2018AD 31 December 2017AD

Total discount rate 3,5% 3,55%

Price inflation rate 5% 2,65%

31 December 2018AD 31 December 2017AD

Opening balance 2,264,382 151,500

Increase during the year  

Special offer 6,556 2,200,287

Adaptation offer 416,345 628,868

Total increase during the year 422,901 2,829,155

Paid during the year (1,108,710) (716,273)

Ending balance 1,578,573 2,264,382

The Company has implemented actuarial accounts for the said programs as of December 2018 ,31 corresponding to the calculation of the actuarial expert of end-
of-service provisions for employees. The economic assumptions used in the evaluation of the adaptation program are as follows:

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD
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24. Deferred income

25. Deferred government grants 

Deferred income represents amounts collected in return for the provision of electric current service to completed projects. They are depreciated using the straight-
line method based on the average life of the equipment used. 

31 December 2018AD 31 December 2017AD

Opening balance 41,111,806 34,299,945

Posted during the year 6,224,723 9,403,005

Recognized during the year* (1,608,189) (2,591,144)

Ending balance 45,728,340 41,111,806

31 December 2018AD 31 December 2017AD

Current part 1,688,598 2,720,701

Non-current part 44,039,742 38,391,105

45,728,340 41,111,806

*Expired revenues during the year were affected as a result of the application of IAS 15 Contracts with Customers (note 3-1)

Deferred government grants amounting to SR 44.5 billion 
at 31 December 31) 2018 December 2017: SR 45.6 billion) 
represent the difference between the amounts received 
from the Government as good loans and the current 
values of such loans in the initial loan term at the receipt 
date of loan payment that is expired on the useful life of 
the assets financed by government loans.
Dawiyat Telecommunications Company (A subsidiary) 
of the Ministry of Communications and Information 
Technology received government grants in 2018 
amounting to SR 145 million (2017: Nil) against the 
commitment to implement the scope of work to connect 
the fiber optic network.

31 December 2018AD 31 December 2017AD

Opening balance 45,608,969 46,667,608

Government grants posted during the 
year

145,932 -

Expired during the year (1,215,506) (1,058,639)

Ending balance 44,539,395 45,608,969

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD
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26. Liabilities related to the removal of assets

27. Trade payables

The balance of liabilities related to the removal of assets is measured at the discounted value of the fair value for the future obligation.

31 December 2018AD 31 December 2017AD

Opening balance 193,373 187,550

Government grants posted during the year 56,308 -

Expired during the year 8,853 5,823

Ending balance 258,534 193,373

31 December 2018AD 31 December 2017AD

Payables of Saudi Aramco about the cost of fuel 95,166,404 87,933,523

Posted to the government account (A) (88,007,942) (79,652,087)

 7,158,462 8,281,436

Saline Water Conversion Corporation about the cost of the purchased energy 606,774 11,088,845

Municipalities' fees - - 

Payables and insurances retained by the contractors 3,586,203 4,944,406

Payables of purchase energy (A) 2,706,872 5,230,656

Payables of suppliers 972,504 1,022,807

Others 2,019,499 2,018,091

Ending balance 17,050,314 32,586,241

(A) This represents the amount payable to fuel for the period from 5 April 2000 to 31 December 2017 which was transferred from the Saudi Aramco account to the Government 
accounts and the amount of SR4.4 billion of the purchased energy receivables (fuel payables of Independent Production Companies) The total amount of the transfer is SR 92.4 
billion (2017: SR 79.6 billion) (note 30)
(B) Other payables include amounts of SR1.1 billion as of December 2010) 2018 ,31: SR1.1 billion) are still under settlement between the Company and the State relating to pre-
consolidation accounts referred to in note (1).

31 December 2018AD 31 December 2017AD31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD
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28. Other credit dues and balances

29. Provisions for other liabilities and fees

31 December 2018AD 31 December 2017AD

Accrued expenses 6,268,835 6,016,041

Employees' dues 693,731 483,325

Accrued dividends 413,554 405,608

Accrued loans interests 787,231 556,946

Shareholders' dues 1,322 1,332

*Others 4,670,166 67,010

Ending balance 12,834,839 7,530,262

*The balance includes the effect of tariff increase of SR 3.9 billion (Note 1)

The provisions mainly represent the allocation of issues to the Company relating to the expropriation of land from its owners for use in the public interest.

Provisions 

As of January 1, 2017AD 132,420

Posted during the year 364,777

Paid/No longer required during the year (2,517)

Balance as of December 31, 2017AD 494,680

Paid/No longer required during the year (159,339)

Balance as of December 31, 2018AD 335,341

31 December 2018AD 31 December 2017AD

Provisions 
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30. Government payables

31. Financial liabilities

31-1 Financial liabilities other than interest-bearing liabilities

Government payables as of December 2018 ,31 comprise SR 92.4 billion representing payables due for fuel for the period from 5 April 2000 to 31 December 2017. These amounts were 
classified as government payables based on the records and ministerial decisions, which dealt with the outstanding debts of the Group in favor of Saudi Arabian Oil Company (Saudi 
Aramco) at the expense of the Ministry of Finance in accordance with specific procedures and approvals, the last of which was before the end of 2018.

31 December 2018AD 31 December 2017AD

Derivative financial liabilities

Derivative financial liabilities at fair value 292,735 353,178

292,735 353,178

Other financial liabilities at expired cost, except interest-bearing loans

Trade payables 17,050,314 32,586,241

Other credit dues and balances 12,834,839 7,530,262

Government payables 92,494,578 80,550,577

Refundable subscribers' insurances 1,993,524 1,935,938

Total financial liabilities at expired cost, except interest-bearing loans 124,373,255 122,603,018

31 December 2018AD 31 December 2017AD
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The classification of loans presented in the consolidated balance sheet as of December 31,2017AD is shown as follows:

Bank loans Instruments "Sukuk" Government loans Total

Non-current 53,210,260 31,793,505 44,364,627 129,368,392

Current 17,142,151 - - 17,142,151

70,352,411 31,793,505 44,364,627 146,510,543

31-2 Interest-bearing liabilities

The classification of loans presented in the consolidated balance sheet as of December 31,2018AD is shown as follows:

Bank loans Instruments "Sukuk" Government loans Total

Non-current 48,888,978 39,289,162 46,456,909 134,635,049

Current 22,943,659 - - 22,943,659

71,832,637 39,289,162 46,456,909 157,578,708

Bank loans Instruments "Sukuk" Government loans Total

Bank loans Instruments "Sukuk" Government loans Total
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The movement in borrowing during the year is represented as follows:

Bank loans Instruments "Sukuk" Government loans Total

As of January 1, 2017AD 57,037,066 34,940,490 42,411,517 134,389,073

Received from new loans 19,019,649 - - 19,019,649

Paid from loans (5,434,968) (3,144,450) - (8,579,418)

Added to the deferred costs (269,336) (2,535) - (271,871)

Increase in the current value of loans - - 1,953,110 1,953,110

As of December 31, 2017AD 70,352,411 31,793,505 44,364,627 146,510,543

Received from loans 24,491,045 7,502,000 - 31,993,045

Paid from loans (22,983,975) - - (22,983,975)

Net change in deferred costs (26,844) (6,343) - (33,187)

Increase in the current value of loans - - 2,092,282 2,092,282

As of December 31, 2018AD 71,832,637 39,289,162 46,456,909 157,578,708

31-2-1 Bank loans

Non-current 31 December 2018AD 31 December 2017AD

Saudi Electricity Company 40,627,944 44,617,391

Joint operations 8,261,034 8,592,869

48,888,978 53,210,260

Current

Saudi Electricity Company 22,502,072 16,678,618

Joint operations 441,587 463,533

22,943,659 17,142,151

Bank loans Instruments "Sukuk" Government loans Total

Non-current 31 December 2018AD 31 December 2017AD
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Loan currency Maturity date Loan principal value 31 December 2018AD 31 December 2017AD

Local banks 1 Saudi riyal 2020 6,000,000 818,182 1,363,637

Local banks 2 Saudi riyal 2025 5,000,000 2,691,200 3,076,000

Local banks 3* Saudi riyal 2025 10,000,000 9,466,667 8,000,000

Local bank 4 Saudi riyal 2020 1,500,000 1,125,000 1,500,000

Local bank 5 Saudi riyal 2021 1,300,000 1,083,333 1,300,000

Local bank 6 Saudi riyal 2022 3,500,000 3,062,500 3,500,000

Local bank 7** Saudi riyal 2024 2,400,000 2,400,000 -

Direct loan from General investments fund Saudi riyal 2024 2,583,375 1,186,287 1,401,220

International joint loan 1 American dollar 2021 4,057,417 871,179 1,233,974

International bank 2 American dollar 2024 3,709,125 1,588,302 1,897,431

International joint loan 3 American dollar 2026 5,251,120 3,500,575 3,938,159

International joint loan 4 American dollar 2028 7,240,715 5,895,054 6,498,418

International bank 5 American dollar 2021 5,625,710 4,687,971 5,625,710

International joint loan 6 American dollar 2029 3,375,585 3,094,316 3,375,585

International joint loan 7 American dollar 2029 1,575,336 1,444,077 1,575,336

International joint loan 8 American dollar 2022 6,562,878 6,562,878 6,562,878

Total value 69,681,261 49,477,521 50,848,348

Less: Current part of long-term loans (8,555,962) (5,964,188)

Less: Non-amortized part of prepaid fees and other fees (293,615) (266,769)

Non-current part of long-term loans 40,627,944 44,617,391

Long-term loans are as follows:

*On September 2018 ,6, the maturity period of loans of Local Banks 3 were extended, with the loan amount increasing from SR 8 billion to SR 10 billion.
** On December 2018 ,25, the Company signed a financing agreement with a local bank worth SR 2.4 billion; the financing period is five years.

Loan currency Maturity date Loan principal value 31 December 2018AD 31 December 2017AD
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* On January 2018 ,18, the Company signed an international joint venture of bridging finance agreement of 2.6$ billion (SR 9.75 billion) and its period is one year. 
** On November 2018 ,29, the Company signed an agreement for the financing of international revolving facilities amounting to US $ 2.15 billion (US $ 8.66 billion), 
with a five-year financing period.

Short-term loans are as follows:

Loan currency Loan principal value 31 December 2018AD 31 December 2017AD

Revolving loan- local banks 1 Saudi riyal 700,000 650,000 500,000

Revolving loan- local banks 2 Saudi riyal 2,500,000 - 2,500,000

Local bank facilities 3 Saudi riyal 1,000,000 1,000,000 -

Local bank facilities 4 Saudi riyal 500,000 500,000 500,000

Local bank facilities 5 Saudi riyal 1,000,000 1,000,000 750,000

Commercial payments facilities 1 Saudi riyal 1,000,000 - 873,581

Commercial payments facilities 2 Saudi riyal 1,000,000 - 902,273

Commercial payments facilities 3 Saudi riyal 375,000 - -

Commercial payments facilities 4 Saudi riyal 375,000 71,783 -

Commercial payments facilities 5 Saudi riyal 500,000 411,044 -

International joint revolving loan 1 American dollar 5,251,120 - 4,688,576

International joint loan 2* American dollar 9,750,520 2,247,020 -

International joint loan 3** American dollar 8,066,263 8,066,263 -

Total value 32,017,903 13,946,110 10,714,430

Add:
Current part of long-term loans

8,555,962 5,964,188

Total short-term loans and current part of long-term loans 22,502,072 16,678,618

Loan currency Loan principal value 31 December 2018AD 31 December 2017AD



Report of the Board of Directors 2018 147

Bank loans of joint operations
The Group's share in bank loans of joint operations is as follows: 

31 December 2018AD 31 December 2017AD

Local bank loan 1 Saudi riyal 2,855,480 1,769,529

International bank loan 1 American dollar - 807,286

International bank loan 2 American dollar 1,457,064 794,379

International bank loan 3 American dollar 163,481 180,693

International bank loan 4 American dollar 157,958 160,432

International bank loan 5 American dollar 129,223 131,247

Local bank loan 2 Saudi riyal - 1,136,367

International bank loan 6 American dollar 883,016 913,760

International bank loan 7 American dollar 1,123,283 479,083

Local bank loan 3 Saudi riyal - -

Local bank loan 4 Saudi riyal 441,582 1,194,515

Local bank loan 5 Saudi riyal 1,046,701 1,064,190

Shareholders' loans Saudi riyal 50,000 50,001

International bank loan 8 American dollar 212,331 234,108

Local bank loan 6 Saudi riyal 447,095 456,917

Total value 8,967,214 9,372,507

Less: Current part of long-term loans (441,587) (463,533)

Less: Non-amortized part of prepaid charges and other charges (264,593) (316,105)

Non-current part of long term-loans 8,261,034 8,592,869

31 December 2018AD 31 December 2017AD
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31-2-2 Instruments "Sukuk"

The instruments "Sukuk" as of December 2018 ,31AD are as follows:

Local instruments "Sukuk":

Version Version date Nominal date of instrument Total value of version Maturity date

Sukuk 3 10 May 2017AD 10 thousands Saudi riyal 5.73 billion Saudi riyal 2030AD

Sukuk 4 30 January 2014AD 1 Million Saudi riyal 4.5 billion Saudi riyal 2054AD

Percentage

90% 60% 30%

Version Date of first purchase Date of second purchase Date of third purchase

Sukuk 3 2022AD 2024AD 2026AD

Percentage

95% 60% 30%

Version Date of first purchase Date of second purchase Date of third purchase

Sukuk 4 2024AD 2034AD 2044AD

The Group repurchased part of the third issue of instruments (Sukuk 3) during the second quarter of 2017 with a value of SAR 1.27 billion. This represents a part of the repurchase of 
the third version (SR 7 billion). The Group has also rescheduled the balance of the remaining instruments until it is fully purchased before the end of May 2022AD.

The instruments "Sukuk" described above have been issued at nominal value with no 
discount or premium. These instruments "Sukuk" bear a return calculated on the basis 
of the SAIBOR rate plus a margin payable on a quarterly basis of net income collected 
from the Sukuk assets kept by the trustee of Sukuk Assets – Electricity Company Sukuk 
(Sukuk) wholly owned by the Group.

The Company has undertaken to purchase these instruments from its holders on a date 
specified in the Prospectus. At each purchase date, the Group will pay between 5% and 
10% of the total nominal value of the instrument as a grant to the Sukuk holders. The 
purchase price is determined by dividing the total nominal value of the instrument by the 
percentage shown against the date of purchase according to the following table:

Local instruments "Sukuk":

Percentage
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International instruments

A) In April 2012, the Group issued international bonds worth SAR6.6 billion (US $ 1.75 
billion). The version included two categories of Sukuk certificates, the first with a value of 
US $ 0.5 billion, due after five years with fixed returns of 2.665%, and the second category 
of $ 1.25 billion, and due after 10 years the return of 4.211%. The Group paid SR 1.9 billion 
($ 0.5 billion) during the first quarter of 2017, representing the repayment of the first 
category of these instruments. 
B) In April 2013, the Group issued international worth SR 7.5 billion ($ 2 billion). The 
version included two category of Sukuk certificates, the first with a value of SR 3.75 billion 
($ 1 billion) due after 10 years with a fixed return of 3.743% and the second category of SR 
3.75 billion ($ 1 billion) and is due after 30 years with a fixed return of 5.06%.
C) In April 2014, the Group issued international worth SR 9.4 billion ($ 2.5 billion). The 
version included two category of Sukuk certificates, the first with a value of SR 5.6 billion 
($ 1.5 billion) due after 10 years with a fixed return of 4% and the second category of SR 
3.75 billion ($ 1 billion) and is due after 30 years with a fixed return of 5.5%.
Interest bearing liabilities (continued)
D) In September 2018, the Group issued international worth SR 7.5 billion ($ 2 billion). 
The version included two category of Sukuk certificates, the first with a value of SR 3 
billion ($ 800 million) due after 5 years and four months with a fixed return of 4.222% and 
the second category of SR 4.5 billion ($ 1.2 billion) and is due after 10 years with a fixed 
return of 4.723%.

31-2-3 Government loans

A) In accordance with the Council of Ministers' Resolution No. 169 dated 11 Shaba'an 
1419H (corresponding to November 30, 1998), the Government's net entitlements to the 
Group and the Group's net receivables with the Government were determined according 
to the bases and rules stated in the minutes signed between the Minister of Industry and 
Electricity and the Minister of Finance and National Economy dated Jumada Al-Thani 27, 
1418 H corresponding to October 29, 1997 and the net difference due to the Government 
on the group - specified at the end of the day preceding the Royal Decree establishing 
the company - was considered a long term good faith loan and a grace period of twenty 
five years from the date of the announcement of the group. This loan was subsequently 
considered in accordance with the financial conditions of the Government and the Group.
B) The minutes between the Minister of Industry and Electricity and the Minister of 
Finance and National Economy dated 21 Rajab 1422H corresponding to 8 October 
2001AD specifying the initial value of the loan-included the finalization of the government 

receivables as a result of the matches between the claims of the Group and some 
government bodies and the adjustment of the loan value accordingly. During the year 
2005, the liquidation of certain amounts related to the Group's claims as well as the 
amounts owed by the Group and the amounts owed by the Group to the Government 
bodies. A memorandum was signed between the Minister of Water and Electricity and 
the Minister of Finance on 15 Rajab 1426H (19 August 2005), the balance of government 
loan after this liquidation becomes 14.9 billion Saudi riyals. The company is working with 
lending bodies to find the appropriate alternatives to deal with the balances of these 
loans in order to enhance the financial position of the company and its important role in 
providing energy in all segments of the country.
The Council of Ministers approved the loan to the Group within two years, in accordance 
with an agreement signed between the Ministry of Finance and the Ministry of Finance, 
on 12 Jumada Al-Awwal 1431H corresponding to 26 April 2010AD, granting the Group a 
good faith loan of 15 billion Saudi Riyals to be paid in 25 years. The loan has been fully 
withdrawn as at 31 December 2018 (31 December 2017: fully withdrawn). The Group has 
recognized the amount received from the above government loan discounted at present 
value.
C) The Council of Ministers approved, on 13 June 2011, the Group of Directors granted the 
Group a good faith loan of SR 51.1 billion to be repaid over a period of 25 years, provided 
that the loan is paid to the Group within five years in accordance with an agreement 
concluded for this purpose between The Ministry of Finance and the Group has withdrawn 
a sum of SR 38.3 billion from the loan as at 31 December 2018 (31 December 2017: SR 
38.3 billion) and the Group has verified the amount received from the government loan 
above discounted at present value.
It should be noted that the loan agreement provides that loan payments will be adjusted 
if necessary in the event of a change in the selling price of the residential Segment. In the 
light of the recent amendment to the tariff (note 1), the Group is currently studying the 
impact on the maturity of the loan or future payments not received.
D) The Council of Ministers, accepted,  in its meeting held on 9 Jumada Al-Awwal 1435H 
(10 March 2014) to grant the Group a good faith loan of 49.4 billion Saudi Riyals to be 
paid in 25 years. The loan shall be paid to the Group within five years in accordance with 
an agreement concluded for this purpose between the Ministry of Finance and the Group. 
The amount of SR 16.1 billion was withdrawn from the loan as at 31 December 2018 
(31 December 2017: 16.1 billion Saudi Riyals) and the Group has recognized the amount 
received from the above government loan discounted at present value.
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31-1 Derivative financial instruments

31 December 2018AD 31 December 2017AD

Derivative financial liabilities at fair value

Current 24,700 54,176

Non-current 268,035 299,002

292,735 353,178

32 Payments received from the subscribers 

The payments received from the subscribers represent the service connection and the extinction of these amounts in the case of the project's completion.

33 Zakat and income tax of the year 

The Zakat expense and income tax are represented as follows:

31 December 2017AD31 December 2018AD

4,8759,741Zakat during the year

--Tax during the year

230,53849,774Deferred tax during the year

235,41359,515

The Group has hedging contracts with a number of banks to protect against interest 
rate fluctuations amounting to SR 12.46 billion as at 31 December 2018 (2007: SR 7.98 
billion).
Nominal amounts, which are an indicator of the volume of transactions outstanding at 
the end of the period, do not necessarily reflect their future cash flows. Nominal amounts 
do not reflect market risk or credit risk to which the Group is exposed and which are 

generally limited by the fair value of the derivatives.
All derivatives as of December 31, 2018 were classified as cash flow hedges. Derivatives 
are classified as non-current assets through the Parent Company and current or non-
current liabilities through joint operations, based on the effective date of the financial 
instruments. The fair values of derivative financial instruments are summarized in the 
table below: 

31 December 2018AD 31 December 2017AD

31 December 2017AD31 December 2018AD
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The deferred tax has been charged as follows:

Under Royal Decree No. /136 dated 28 Jumada Al-Thani 1438H corresponding to March 27, 2017, all shares in the Saudi Aramco-owned companies are subject to income tax instead 
of Zakat as from 1 January 2017. Accordingly, a deferred income tax has been recognized for Aramco's share in the Company. 

33-1-1 Settlement of accounting income and the modified income to calculate the local taxes in the Kingdom of Saudi Arabia

31 December 2017AD31 December 2018AD

230,53849,774Consolidated Statement of Income

3,256(6,885)Statement of other comprehensive income

31 December 2017AD31 December 2018AD

7,143,6621,816,649Accounting profit before Zakat and tax

495,056125,894Taxable income (%6.93)

99,01125,179Income tax according to the applicable tax rate (%20)

(259,587)(194,878)
The effect of tax of the difference between accounting depreciation 

and depreciation according to the tax law

474-Losses of sale of properties, plants and equipment 

31,055(14,075)Provisions 

38,26257,557Share in the returns of loans exceeding the allowable limit

255,936125,601The effect of deferred tax on properties, plants and equipment

(53,758)(80,528)The effect of deferred tax on provisions 

28,3604,701The impact of deferred tax of joint operations

139,753(76,443)

90,785126,217Unrecognized tax

230,53849,774Deferred tax expense as shown in the consolidated Statement of Income

31 December 2017AD31 December 2018AD

31 December 2017AD31 December 2018AD
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The main components of Zakat base are represented as follows:

The Zakat base is calculated as follows:

33-2 Zakat

31 December 2018AD 31 December 2017AD

Profit of the year before Zakat and tax 1,816,648 7,143,662

Less: Modification of Zakat (12,360,369) (14,374,632)

Total modified loss (10,543,721) (7,230,970)

31 December 2018AD 31 December 2017AD

Capital 41,665,938 41,665,938

Total modified loss (10,543,721) (7,230,970)

Retained reserves 4,346,770 3,313,836

Retained earnings 26,296,699 20,618,023

Different revolving provisions 6,343,084 5,783,940

Long-term loans and instruments 111,121,799 102,145,916

Deferred government loans and grants 90,996,304 89,973,596

Entitlements of contractors and others 3,586,203 4,978,278

273,813,076 261,248,557

Less: 

Fixed assets and construction works under process, total 379,632,841 240,696,027

Difference in depreciation of fixed assets for previous years - 112,948,575

Long-term investments 2,548,265 3,346,599

Materials and spare parts inventory 3,796,315 4,558,277

Zakat base (112,164,345) 100,300,921

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD
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The Group has provided its Zakat and tax declarations within the statutory term for the year ended December 31, 2017AD. 

33-3 Deferred tax:
The deferred tax of Saudi Electricity Company is represented as follows:

Net deferred tax liabilities of the joint operations equal SR 29.4 million as of December 31, 2018AD (2017AD: SR 31.6) recognized on each of assets and liabilities. 

Net deferred tax liabilities of the joint operations equal SR 4.7 million.

For the consolidated balance sheet

31 December 2018AD 31 December 2017AD

Properties, plants and equipment 380,936 255,936

Provisions (133,685) (53,758)

Deferred tax expense 247,251 202,178

For the consolidated income statement

31 December 2018AD 31 December 2017AD

Properties, plants and equipment 125,600 255,936

Provisions (80,527) (53,758)

Deferred tax expense 45,073 202,178

For the consolidated balance sheet

31 December 2018AD 31 December 2017AD

For the consolidated income statement

31 December 2018AD 31 December 2017AD
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The deferred tax is represented as follows:

The deferred tax balance is represented as follows:

For the year ended

31 December 2018AD 31 December 2017AD

Beginning balance (233,794) -

Tax expense during the period recognized in the consolidated income statement (49,774) 230,538

Income/(expense) of the tax during the period recognized in the comprehensive income statement 6,885 (3,256)

Ending balance (276,683) (233,794)

31 December 2018AD 31 December 2017AD

Deferred tax assets 21,294 35,401

Deferred tax liabilities (297,977) (269,195)

(276,683) (233,794)

For the year ended

31 December 2018AD 31 December 2017AD

31 December 2018AD 31 December 2017AD
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33-4 Value added tax (VAT)
The Company has provided the VAT declarations and its payment within the statutory term.

34 Contingent liabilities
34-1 Undertakings

A) There is a dispute between the Group and Saudi Aramco over the supply of light oil rather than the heavy oil of one plant-as required by the Group-resulting in a cumulative difference 
of SR 3.2 billion (December, 31 2017: SR 2.9 billion) that has not been recognized in the Group's records and the Group does not expect that any claim may arise from this dispute.
B) The Group has provided guarantees to certain commercial banks and some other entities with a total amount of SR 51 million as of December 31, 2018 (December 31, 2017: SR 
66.2 million).

2-34 Liabilities
The following table represents the minimum payments for future liabilities:

35 Settlement of disputes with Saudi Aramco

31 December 2018AD 31 December 2017AD

Within one year 2,667,362 2,731,034

One year later but not exceeding five years 10,418,151 10,856,569

Five years later 27,521,335 30,771,013

40,606,848 44,358,616

The Group provides and supplies electrical energy to government bodies and entities, 
including Saudi Aramco. The tariff is calculated according to the tariff approved by the 
Council of Ministers. This is the same tariff used with the other partners except for the 
General Establishment for Water Purification issued by a government decision, as well 
as the residential facilities of Saudi Aramco, which the Group considered that the trade 
license should be applied while Saudi Aramco objects and pays the total value Sales of 
these products are based on the industrial tariff.
The Council of Ministers' Resolution No. 114 dated 10 Rabia Al-Thani 1430H 
corresponding to 6 April 1430H (6 April 2009) ended the dispute and Saudi Aramco is 
held accountable on the basis of the residential and commercial tariff instead of the 
industrial. The Electricity & Cogeneration Regulatory Authority ("Regulator") determines 
the residential and commercial facilities of Saudi Aramco. Accordingly, the Group held 

a number of meetings with Saudi Aramco and the organizer to resolve this issue. The 
regulator identified the residential and commercial facilities of Saudi Aramco in dispute.
The Group implemented the regulator's decision No. 49/432 dated 8 Jumada Al-Awwal, 
specifying the classification of electrical consumption tariff of Saudi Aramco starting 
from 1 January 2012, the above-mentioned residential and commercial facilities in 
dispute have been identified as well as  implementing the agreed tariff. The Group also 
carried out the calculation process for the previous years from the date of incorporation 
until 31 December 2011 as per the above mentioned decision and submitted its invoices 
to Saudi Aramco in the amount of one billion Saudi Riyals. The Group has completed 
the final settlement process with Saudi Aramco towards these revenues and their 
recognition in the consolidated income statement in 2013. The Group is still following up 
the procedures of collecting this amount with Saudi Aramco. 

31 December 2018AD 31 December 2017AD
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36 Capital commitments

The capital commitments at the date of the consolidated statement of financial position represent the unrealized portion of the capital contracts entered into by the Group for the 
construction and installation of other plants and assets amounting to SR 41.4 billion (31 December 2017).

37 Earnings per share

Basic earnings per share are calculated by dividing the profit attributable to equity holders of the Company by the weighted average number of ordinary shares during the year. 
The diluted earnings per share is calculated by dividing the profit for the year by the weighted average weighted average number of ordinary shares outstanding during the year 
assuming that all dilutive shares are converted into ordinary shares. 

The diluted earnings per share are equal to the basic profit for the year ended December 31, 2018 and December 31, 2017 as there are no financial instruments having a dilutive 
effect on the basic earnings per share.

For the year ended

31 December 2018AD 31 December 2017AD

Profit of the year (One thousand Saudi riyal) 1,757,133 6,908,249

Weighted average of number of existing ordinary shares 4,166,593,815 4,166,593,815

Net basic and diluted profit of the share (Saudi riyal) 0,42 1,66

During 2018, the dispute between the Group and Saudi Aramco over the crude oil handling 
fees claimed by Saudi Aramco was resolved. The total amount disputed at the beginning 
of the Company's incorporation on 5 April 2000 to the date of the signing of the agreement 

with Saudi Aramco amounted to SR 5.1 billion (31 December 2017: SR 5.1 billion). The 
settlement of the dispute did not have any impact on Financial Statements of the Group.

For the year ended

31 December 2018AD 31 December 2017AD
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For the purposes of comparison, there is the earnings per share after excluding the effect of the value of exception from the municipal charges of SR 6.1 billion and the expense of 
Human Resources Productivity Improvement Program of SR 2.8 for the year ended December 31,2017AD:

For the year ended

31 December 2018AD 31 December 2017AD

Profit of the year (One thousand Saudi riyal) 1,757,133 3,617,858

Weighted average of number of existing ordinary shares 4,166,593,815 4,166,593,815

Net basic and diluted profit of the share (Saudi riyal) 0,42 0,87

38 Transactions with related parties

The ultimate controlling party of the Group is the Government of the Kingdom of Saudi Arabia, through its ownership of the Public Investment Fund, Saudi Aramco, Saline Water 
Conversion Corporation (the referred bodies are being under the final control of the Government of the Kingdom of Saudi Arabia), as well as independent energy production companies.
The transactions with related parties are shown as follows:

A) Sales of electrical energy 

For the year ended

31 December 2018AD 31 December 2017AD

Sales of electrical energy 

The final controlling party of the Group 12,753,544 8,795,385

Entities under control of the final controlling party of the Group

Saudi Aramco 333,689 276,478

Saline Water Conversion Corporation 651,812 391,930

13,739,045 9,463,793

For the year ended

31 December 2018AD 31 December 2017AD

For the year ended

31 December 2018AD 31 December 2017AD
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B) Purchases of energy 

For the year ended

Sales of electrical energy: 31 December 2018AD 31 December 2017AD

Final controlling party of the Group Entities under control of the final 
controlling party of the Group

Saudi Aramco 10,781,478 10,058,436

Saline Water Conversion Corporation 570,566 538,586

Joint operations

Dhuruma Electricity Company 563,849 583,816

Rabigh Electric Company 908,292 957,436

Hajr Electricity Production Company 713,019 805,241

Al-Mourjan for Electricity Production Company 422,415 132,512

13,959,619 13,076,027

The Group purchases fuel from Saudi Aramco and energy from the Saline Water Conversion Corporation at prices stipulated in government decisions. Purchases of energy from 
joint operations have been made in accordance with the contracts concluded with each of them.

For the year ended

Sales of electrical energy: 31 December 2018AD 31 December 2017AD
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C)  Ending balances resulting from the sales of electrical energy/purchases of energy

31 December 2018AD 31 December 2017AD

Dues from related parties

Final controlling party of the Group 16,350,324 18,788,803

Electricity consumers' receivables

Saudi Aramco-Electricity consumers' receivables 2,029,510 1,496,038

Saline Water Conversion Corporation-Electricity consumers' receivables 615,995 930,304

Total dues from related parties 18,995,829 21,215,145

Dues to related parties:

Final controlling party of the Group-Government payables

Government payables 92,494,578 80,550,577

Net due to entities under the control of 92,494,578 80,550,577

the final controlling party of the Group

Saudi Aramco-Government payables 7,158,462 8,281,436

Saline Water Conversion Corporation-Government payables 606,774 11,088,845

7,765,236 19,370,281

31 December 2018AD 31 December 2017AD
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D)  Loans and grants from related parties

The loan balance due to the Public Investment Fund is a balance for a loan obtained prior to the transfer of the Saudi Arabian Government's shares to the Fund.

31 December 2018AD 31 December 2017AD

Loans and grants from government:

Final controlling party of the Group

Government loans 46,456,909 44,364,627

Deferred government loans 44,539,395 45,608,969

Loan of the Public Investment Fund 1,186,287 1,401,220

92,182,591 91,374,816

E)  Senior management compensation
Senior management includes directors and executive management. The compensation paid or due to senior management for staff services is as follows:

For the year ended

31 December 2017AD31 December 2018AD

11,58911,757Salaries and allowances

10,0629,417Annual and periodical remunerations

9,4856,672End of Service Benefits

31,13627,846

31 December 2018AD 31 December 2017AD

For the year ended

31 December 2017AD31 December 2018AD



Report of the Board of Directors 2018 161

39 Operating revenues

40 Costs of revenues

For the year ended

31 December 2018AD 31 December 2017AD

Sales of electrical energy 59,623,454 45,446,163

Tariff of electrical service connections 1,608,189 2,591,144

Tariff of reading and maintenance of meter and preparation of bills 1,303,731 1,248,960

Revenues of transmission system 1,005,651 1,096,084

Other operating revenues 522,613 302,555

64,063,638 50,684,906

For the year ended

31 December 2018AD 31 December 2017AD

Consumptions of operation and maintenance 16,434,137 15,274,903

Expenses of operation and maintenance 11,082,397 11,672,168

Fuel 7,669,664 9,026,790

Purchased energy 8,254,046 8,021,451

Government fees 14,703,780 -

58,144,024 43,995,312

 

For the year ended

31 December 2018AD 31 December 2017AD

For the year ended

31 December 2018AD 31 December 2017AD



Report of the Board of Directors 2018162

41 General and administrative expenses

42 Other revenues, net

For the year ended

31 December 2018AD 31 December 2017AD

Employees' expenses and benefits 389,242 487,145

General and administrative consumption 414,426 396,260

Materials 34,443 43,074

Communications fees 42,485 137,063

Other various expenses 459,436 376,858

1,340,032 1,440,400

For the year ended

31 December 2018AD 31 December 2017AD

تختلف الترجمة عن العربي 1,215,508 1,058,639

تختلف الترجمة عن العربي 48,951 286,756

تختلف الترجمة عن العربي 24,918 41,485

تختلف الترجمة عن العربي 1,898 1,700

تختلف الترجمة عن العربي 56,063 (34,195)

تختلف الترجمة عن العربي 88,683 110,712

1,436,021 1,465,097

For the year ended

31 December 2018AD 31 December 2017AD

For the year ended

31 December 2018AD 31 December 2017AD
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43 Exemption from Municipal Charges

44 Costs of financing, net

For the year ended

31 December 2017AD31 December 2018AD

Financing expenses 

3,508,1604,158,602Bank loans

1,953,1102,092,282Government loans

(2,888,874)(2,278,309)Less: Capitalized interest 

2,572,3963,972,575Total

182,361171,305Change in the current value of Employees' benefits liabilities 

5,8238,853Chang in the current value of liabilities related to the removal of assets

2,760,5804,152,733Total finance expenses

Financing revenues

(8,436)(16,116)Interest revenues

(8,436)(16,116)Total financing revenues

2,752,1444,136,617Net financing revenues

Based on the Royal Decree to cancel the electricity charge of 2% of the value of the 
consumption in favor of the municipalities, as well as exempting the group from paying 
the actual amounts due to charge the electricity from the value of consumption in favor 

of the municipalities, the Group reversed the existing outstanding balance in favor of the 
municipalities of SR 6.1 billion as of December 31, 2016 of the current liabilities in the 
consolidated statement of income for the year ended December 31, 2017.

For the year ended

31 December 2017AD31 December 2018AD



Report of the Board of Directors 2018164

45 Capital Management

The Group's strategy is to maintain the debt rate between 50% and 70%. The borrowing ratios on 31 December were as follows:

31 December 2017AD31 December 2018AD

102,145,916111,121,799Total borrowing

(1,058,210)(2,429,213)Less: Cash and its equivalent

101,087,706108,692,586Modified net debt

72,309,40773,677,778Total owners' equity

173,397,113182,370,364Modified owners' equity and net debt

58%60%Percentage of modified debt of modified owners' equity 

The objectives of the Group in managing capital are to protect the Group's ability to continue to provide returns to shareholders and benefits to third parties and to maintain an optimal 
capital structure to reduce the cost of capital. 
In order to maintain or adjust the capital structure, the Government has waived its share in the dividends for a period of ten years from the date of formation of the Group, provided that 
the dividend shall not exceed 10% of the nominal value of the share. In cases where the distribution exceeds 10% of the nominal value of the share, the Government's share is treated 
as the share of the other shareholders. The Government has agreed to extend this waiver for a further ten years, pursuant to Cabinet Decision No. 327 dated 24 Ramadan 1430H. In 
addition, the Group benefits from non-interest bearing long-term government loans. 
The Group controls capital on a debt-to-equity basis. This ratio is calculated on the basis of net adjusted debt divided by adjusted equity and net adjusted debt. Net debt is calculated 
as total loans (including "short-term" and "long-term" bank loans and "Sukuk loans as shown in the consolidated statement of financial position) less cash and cash equivalents. 
Adjusted equity is recognized as "equity" as stated in the consolidated statement of financial position plus net adjusted debt. 

31 December 2017AD31 December 2018AD
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The Group's financial instruments are as follows:

31 December 2018AD

Assets according to the consolidated balance sheet Financial assets through other 
comprehensive income Financial assets at expired cost Total

Financial assets at fair value

Financial assets through other comprehensive income 299,365 - 299,365

Financial assets not measured at fair value - -

Financial assets at expired cost - 42,634 42,634

Cash and its equivalent - 2,429,213 2,429,213

Electricity consumers' receivables, net - 35,131,473 35,131,473

Loans and prepayments - 23,406 23,406

Other receivables - 476,325 476,325

Total 299,365 38,103,051 38,402,416

46 Financial Risk Management

Financial risk factors 1-46

The Group's operations are exposed to market risk (foreign exchange risk, commission rate risk (interest), commodity price risk), credit risk and liquidity risk.
The Group's overall risk management program focuses on the unpredictability of financial markets and seeks to minimize potential adverse effects on the Group's financial performance. 
The Group uses derivative financial instruments to hedge certain risks.

31 December 2018AD

Assets according to the consolidated balance sheet Financial assets through other 
comprehensive income Financial assets at expired cost Total
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31 December 2018AD

Loans and receivables Loans and receivables
Financial assets through 

other comprehensive 
income

Financial assets at 
expired cost Total

Financial assets at fair value

Financial assets through other comprehensive income - 305,622 - 305,622

Financial assets not measured at fair value

Financial assets at expired cost - - 65,465 65,465

Cash and its equivalent 1,058,210 - - 1,058,210

Electricity consumers' receivables, net 29,540,207 - - 29,540,207

Loans and prepayments 30,063 - - 30,063

Other receivables 542,706 - - 542,706

Total 31,171,186 305,622 65,465 31,542,273

31 December 2018AD

Loans and receivables Loans and receivables
Financial assets through 

other comprehensive 
income

Financial assets at 
expired cost Total
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31 December 2018AD

Liabilities according to the consolidated balance sheet Derivative financial 
instruments 

Other financial liabilities at expired 
value Total

Financial liabilities at fair value

Derivative financial instruments 292,735 - 292,735

Financial liabilities not measured at fair value

Loans - 71,832,637 71,832,637

Instruments "Sukuk" - 39,289,162 39,289,162

Government loans - 46,456,909 46,456,909

Trade payables - 17,050,314 17,050,314

Other credit dues and balances - 12,834,839 12,834,839

Government payables - 92,494,578 92,494,578

Total 292,735 279,958,439 280,251,174

31 December 2018AD

Liabilities according to the consolidated balance sheet Derivative financial 
instruments 

Other financial liabilities at expired 
value Total
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31 December 2017AD

Liabilities according to the consolidated balance sheet Derivative financial 
instruments 

Other financial liabilities at expired 
value Total

Financial liabilities at fair value

Derivative financial instruments 353,178 - 353,178

Financial liabilities not measured at fair value

Loans - 70,352,411 70,352,411

Instruments "Sukuk" - 31,793,505 31,793,505

Government loans - 44,364,627 44,364,627

Trade payables - 32,586,241 32,586,241

Other credit dues and balances - 7,530,262 7,530,262

Government payables - 80,550,577 80,550,577

Total 353,178 267,177,623 267,530,801

31 December 2017AD

Liabilities according to the consolidated balance sheet Derivative financial 
instruments 

Other financial liabilities at expired 
value Total
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46-2 Risk management framework
The Board of Directors is fully responsible for the status and supervision of the Group's 
risk management framework. The Group's risk management policies and procedures are 
developed to identify and analyze the risks faced by the Group, to establish appropriate 
risk limits and controls, and to monitor risk and compliance with limits. Risk management 
policies and systems are reviewed regularly to reflect changes in market conditions 
and the Group's activities. The Group aims to develop a disciplined and constructive 
regulatory environment in which all employees understand their roles and obligations 
through training, management framework standards and procedures.

46-2-1 Market Risks
Market risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate due to changes in market prices. Market risk consists of three types of risk:
• Foreign currency risk,
• Commission rate risk (interest) and
• Other price risks.

A)  Foreign exchange risk;
Currency risk arises when the future transactions or recognized assets or liabilities are 
denominated in a currency that is not the functional currency of the entity.
Foreign currency risk is related to the change in the functional currency value of the 
Group's transactions in foreign currencies. The functional currency of the Group is the 
Saudi Riyal, which is pegged to the US Dollar at a fixed rate of SR 3.75 for each US Dollar. 
With the exception of US Dollar transactions, most of the underlying transactions are not 
exposed to foreign exchange risk. Total financial assets in US dollars amounted to $ 62 
million as at 31 December 2018 (31 December 2017: $ 66.6 million) while the financial 
liabilities amounted to US $ 18.9 billion as at 31 December 2018 (31 December 2017: US 
$ 16.5 billion).

B)  Exchange rate risks (interests)
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in the interest rate market.

The Group is exposed to the risk of changes in the interest rate market due mainly to 
loans. Loans issued at variable rates. The Group is exposed to changes in cash flows as 
a result of changes in interest rates. The Group enters into interest rate swaps to hedge 
interest rate risk and these are classified as derivative financial liabilities in the balance 
sheet.
The Group may allocate certain hedging instruments, including derivatives, embedded 
derivatives or derivatives that are not consolidated with respect to foreign exchange 
risk, such as fair value hedges, cash flow hedges or net hedges of foreign operations 
investments. Foreign exchange risk hedges are charged to the Company's liabilities as 
cash flow hedges when sufficient controls are met.

When establishing a hedging relationship, the Company documents the relationship 
between the hedge instrument and hedged item, as well as its risk management objectives 
and strategy in taking various hedging actions. In addition, when hedging is established, 
the Group continuously records whether a hedging instrument is highly effective in 
reversing changes in the fair value or cash flows of its hedged item in respect of hedged 
risk, when hedging relationships are met for all of the following hedge effectiveness 
requirements:
• Existence of an economic relationship between hedged item and hedging instrument;
• Credit risk is not affected by changes in value arising from economic relationships; And
• The hedging ratio of the hedging relationship is the same as the percentage of the hedged 
item being effectively hedged by the Group and the number of hedging instruments that 
the Group already employs to hedge the hedged item.

When the hedging relationship ceases to meet the hedging effectiveness requirements in 
respect of the hedge ratio, the risk management objectives of that assigned relationship 
remain as they are. The Group adjusts the hedging ratio of the hedge relationship 
(rebalancing the hedge) to regain the qualifying controls.
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The Company's exposure to borrowing risks related to changes in interest prices are as follows:

31 December 2018AD 31 December 2017AD

Loans at variable interest rates 81,183,270 79,346,676

Loans at fixed interest rates 29,938,529 22,799,240

Interest Rate Sensitivity
The reasonably possible change of 100 basis points of interest rates at the reporting date would have resulted in an increase (decrease) in equity and profit or loss in the amounts 
shown below. The analysis assumes that all other variables, especially foreign exchange rates, remain constant.

For the year ended December 2018 ,31AD

Income Statement Statement of Owners' Equity

Increase 100 points Decrease 100 points Increase 100 points Decrease 100 points

Loans at variable interest rates (737,870) 737,870 - -

Interest rate offset - - 2,927 (2,927)

Changes in cash flows (737,870) 737,870 2,927 (2,927)

31 December 2018AD 31 December 2017AD

For the year ended December 2018 ,31AD

Income Statement Statement of Owners' Equity
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For the year ended December 2017 ,31AD

Income Statement Statement of Owners' Equity

Increase of 100 points Decrease of 100 points Increase of 100 points Decrease of 100 points

Loans at variable interest rates (707,431) 707,431 - -

Interest rate offset - - 3,352 3,352

Changes in cash flows (707,431) 707,431 3,352 3,352

C)  Other prices risks

46-2-2 Credit risks
Credit risks consist of cash and its equivalents at banks and financial institutions as well as credit exposure from existing receivables to sales. The Group is not individually 
categorized and the Group assesses the customer's credit quality, taking into account its past experience and other factors.
Credit risk is the risk that the Group will incur a financial loss if a customer or another party fails to meet its contractual obligations for a financial instrument and is primarily a result 
of the Group's receivables.
The sales are settled in cash or payment service or using a primary credit card.

Impairment losses on financial assets are as follows:

31 December 2017AD31 December 2018AD

1,160,3651,614,560Provision of impairment of payables

-76Provision of impairment of debt instruments at expired costs

57,25457,254Provision of impairment of other payables

Other prices risks are the risks that the fair value or future cash flows of a financial 
instrument will fluctuate because of changes in market prices (other than those arising 
from currency risk and interest rates). The Group is exposed to fair value risk as a result 

of changes in the prices of financial assets through the Group's other comprehensive 
income, as the Group's risks are not material and the financial assets through the other 
comprehensive income statement include investments in unquoted securities .

For the year ended December 2017 ,31AD

Income Statement Statement of Owners' Equity

31 December 2017AD31 December 2018AD
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The Company uses the general model to estimate the expected credit losses of government and quasi-government entities and financial assets at amortized cost. The expected 
credit loss is calculated over the 12-month period or the expected credit loss over the life of the asset is not impaired or its credit value decreased based on the change in credit risk 
associated with the financial instrument.

The credit quality of electricity consumers' receivables of the Group is as follows:

31 December 2018AD

Simple model

General model Total

Less than 3 months
More than 3 months 

and less than 6 
months

More than 6 months 
and less than one 

year
More than one year

Electricity consumers' 
receivables

8,748,498 250,338 156,739 817,316 26,773,142 36,746,033

31 December 2018AD

Less than 3 months
More than 3 months 

and less than 6 
months

More than 6 months 
and less than one year More than one year Total

Electricity consumers' receivables 10,434,417 4,288,583 2,478,766 13,498,806 30,700,572

31 December 2018AD

Simple model

General model Total

Less than 3 months
More than 3 months 

and less than 6 
months

More than 6 months 
and less than one 

year
More than one year

31 December 2018AD

Less than 3 months
More than 3 months 

and less than 6 
months

More than 6 months 
and less than one year More than one year Total
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The cash and cash its equivalent is maintained by banks with credit classification of 
investment grade.
At 31 December 2018 and 31 December 2017, there are no guarantees of financial 
instruments held.
Loans are secured by authorized bonds signed by the Group for the nominal value of the 
loan plus interest payments and/or Murabaha margin.
Each entity in the Group is responsible for managing and analyzing the credit risk of 
each new customer before submitting the payment criteria and terms and evaluating the 
service.

Credit risk arises from cash and cash equivalents at banks and financial institutions, as 
well as exposure to credit risk on sales, including outstanding receivables. Subscribers 
are not classified separately. The Group assesses the customer's credit quality, taking 
into account its past experience and other factors. The risk is determined based on the 
customer's prior credit limits, according to the participants and in accordance with limits 
determined by the Board of Directors. The use of credit limits is monitored on a regular/
periodic basis. Sales are settled in cash, payment service, or using primary credit cards.

The Group's exposure to credit risk for electricity consumers' receivables is as follows:

Expected credit loss 
throughout 12 months

Expected credit losses whose credit 
values have never impaired

Expected credit losses whose 
credit values have impaired Total

Electricity consumers' receivables  25,627,715  7,945,066 3,173,252  36,746,033

Less: Provision of impairment of 
balances of electricity consumers 

receivables
22,525  1,149,778         442,257             1,614,560

Carrying amount  25,605,190  6,795,288               2,730,995  35,131,473

The Group considers the probability of default on initial recognition and whether there 
is a significant increase in credit risk on a continuous basis over each reporting period. 
The Group compares the risk of non-payment that may occur to the asset at the reporting 
date with the risk of non-payment as at the date of initial recognition to assess whether 
there is a significant increase in credit risks. It is necessary to take into account the 
available reasonable and supporting information, especially the following indicators:
- External credit rating (if available).
- Actual or expected significant adverse change in business, financial or economic 
situation may cause significant change in the borrower's ability to meet their obligations.

- A significant increase in the credit risk of other financial instruments to the same 
borrower.
- Significant changes in the value of the collateral supporting the liability or the quality of 
the third party guarantees or improvement of the credit.
- Significant changes in the borrower's expected performance and behavior, including 
changes in the payment status of the borrowers in the group and changes in the 
borrower's operating results.

Expected credit loss 
throughout 12 months

Expected credit losses whose credit 
values have never impaired

Expected credit losses whose 
credit values have impaired Total
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46-2-3 Liquidity risk 

As of December 2018 ,31AD

الترجمة تختلف عن 
العربي

الترجمة تختلف عن 
العربي

الترجمة تختلف عن 
العربي

الترجمة تختلف عن 
العربي Total

Non-derivative financial instruments

Bank loans 22,943,659 8,480,388 21,839,084 18,569,506 71,832,637

Instruments "Sukuk" - - 14,168,190 25,120,972 39,289,162

Government loans - 928,797 3,099,298 42,428,814 46,456,909

Trade payables 17,050,314 - - - 17,050,314

Other credit dues and balances 12,834,839 - - - 12,834,839

Government payables 92,494,578 - - - 92,494,578

Derivative financial instruments 54,833 237,902 - - 292,735

Total 145,378,223 9,647,087 39,106,572 86,119,292 280,251,174

Liquidity risk is the Group's difficulty in raising funds to meet commitments associated 
with financial instruments.
The objective of liquidity risk management is to ensure that the Group has sufficient 
financial facilities to meet its current and future obligations. The Group aims to maintain 
sufficient flexibility in funding by maintaining appropriate credit facilities.
The Group expects to meet its future financial obligations through cash receipts from 
receivables and through facilities and bank loans.
The table below analyzes the Group's non-derivative financial liabilities in the relevant 

maturities on the basis of the remaining period at the statement of financial position 
date to the contractual maturity date. Derivative financial liabilities are recognized in the 
analysis if their contractual benefits are necessary to understand the timing of the cash 
flows. The amounts shown in the table are contractual undiscounted cash flows. 
Current liabilities include SR 111.7 billion (2010: SR 113 billion) of government liabilities 
and the Company manages liquidity risk in coordination with the Government's credit 
facilities in accordance with the liquidity position of the Company.

As of December 2018 ,31AD

months 3  months and less
months 6 than

 months and less 
than one year than one year Total
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The Group measures its financial instruments at fair value at the reporting date. The fair 
value is the price to be received for selling an asset or to convert a liability in an organized 
transaction between market participants and on the measurement date. The fair value 
measurement is based on the assumption that the transaction for the sale of the asset or 
the conversion of the obligation is either:
- In the primary market of assets or liabilities;
- In the absence of the main market, and in the market most beneficial to assets or 
liabilities.
The fair value of an asset or liability is measured using the assumptions that market 
participants will use when pricing the asset or liability, assuming that market participants 
are acting in their economic interest.
The Group uses appropriate methods of valuation under circumstances where adequate 
fair value measurements are available, maximizing the use of relevant observable inputs 

and minimizing the use of non-observable inputs.
The table below is an analysis of financial instruments carried at fair value, by valuation 
method. The different tiers are defined as follows:
Tier 1: quoted prices (unadjusted) in active markets for similar assets or liabilities can be 
obtained at the measurement date.
Tier 2: Inputs other than quoted prices included in Level 1 that are observable for assets 
or liabilities directly (e.g. prices) or indirectly (derived from prices).
Tier 3: inputs for assets or liabilities not based on observable market information 
(unobservable inputs)
For assets and liabilities that are recognized in the consolidated financial statements on 
a recurring basis, the Group determines whether the transfers have occurred between 
tiers in the hierarchy by re-evaluating the classification (based on the most important 
inputs to measure the fair value as a whole) at the end of each reporting period .

As of December 2017 ,31AD

الترجمة تختلف عن 
العربي

الترجمة تختلف عن 
العربي

الترجمة تختلف 
عن العربي

الترجمة تختلف عن 
العربي Total

Non-derivative financial instruments

Bank loans 17,142,151 9,558,892 27,540,129 16,111,239 70,352,411

Instruments "Sukuk" - - 10,418,190 21,375,315 31,793,505

Government loans - - - 44,364,627 44,364,627

Trade payables 32,586,241 - - - 32,586,241

Other credit dues and balances 7,530,262 - - - 7,530,262

Government payables 80,550,577 - - - 80,550,577

Derivative financial instruments 54,176 30,994 92,982 175,026 353,178

Total 137,863,407 9,589,886 38,051,301 82,026,207 267,530,801

46-3 Fair value

As of December 2017 ,31AD

months 3  months and less
months 6 than

 months and less 
than one year than one year Total
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Total Third tierSecond tierFirst tier

Assets

299,365299,365--
Financial assets through other comprehensive 

income

299,365299,365--Total assets

Liabilities

292,735-292,735-Derivative financial instruments for hedging

292,735-292,735-Total liabilities

The table below presents the Group's financial assets and liabilities at fair value on December 31, 2018:

The table below presents the Group's financial assets and liabilities at fair value on December 31, 2017:

Total Third tierSecond tierFirst tier

Assets

305,622305,622--
Financial assets through other comprehensive 

income

305,622305,622--Total assets

Liabilities

353,178-353,178-Derivative financial instruments for hedging

353,178-353,178-Total liabilities

Total Third tierSecond tierFirst tier

Total Third tierSecond tierFirst tier
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There were no transfers between Tier 1, Tier 2 and Tier 3 fair value. The movement in Level 3 of financial instruments at fair value presented in financial assets through other 
comprehensive income during the year is as follows:

31 December 2017AD31 December 2018AD

290,952305,622Beginning balance

14,670(6,257)Change in fair value of financial assets through other comprehensive income

305,622299,365Ending balance

The fair value of financial assets and liabilities measured at expired cost
The fair values of financial assets and liabilities approximate their carrying amount

Valuation techniques used to derive Tier 2 of fair value
Interest rate swaps are valued at fair value using the market value (or fair value) of the 
interest rate swap technique. The effects of reduction are usually not significant for Tier 
2 derivatives
Fair value is recognized as the present value of estimated future cash flows. The 
estimates of future cash flows at floating interest rates are based on quoted exchange 
rates, forward rate prices and inter-bank borrowing rates. It is deducted the estimated 
cash flows using the yield curve that was created from similar sources, which reflects 
the usual interest rate between banks used by the participants in the market for this 
purpose when pricing interest rate swaps. The estimate of fair value is subject to credit 
risk adjustment that reflects the credit risk of the Group and the counterparty. This is 
calculated on the basis of credit spreads arising from current swap or underlying equity 
instruments.
Measuring fair value using significant non-observable data (Tier 3)
The Group has four financial assets through other comprehensive income: 8% share in 
Shuaibah Water Electricity Company, 8% share in Shuqaiq Water & Electricity Co., 5% 
share in Jubail Water & Electricity Co. and 8% share in Shuaibah Expansion Holding 
Co. Ltd. The fair valuation of these four investments is carried out using the dividends 
valuation model.

According to this methodology, expected future profits from investments are expected 
to be distributed (the historical dividend distribution model is used as a basis for future 
projections on the horizon of investments) and discount using the cost of equity as a 
relevant discount rate to ascertain the fair value of these investments.
The total (loss)/unrealized gain for the year ended  December 31, 2018 included in 
other comprehensive income ("change in fair value of financial assets through other 
comprehensive income") for financial assets through other comprehensive income is $ 
6.3 million (2017: SR 14.7 million). 
As of December 31, 2018, the expected dividend distributions and the cost of the major 
changes in equity accounted for using the model used for the fair valuation of financial 
assets through other comprehensive income. The increase/decrease of 5% in the cost of 
equity will result in increase/decrease of SR million riyal (2017: SR 12.7 million) in the fair 
valuation of financial assets through the other comprehensive income, the risk reduction 
rate reached in 2017:9.6% (2017:9.9).
15.2 million: An increase / decrease of 5% in expected profits would result in an increase 
/ decrease of SAR 15 million (SR 2017) in the fair valuation of financial assets through 
other comprehensive income.

31 December 2017AD31 December 2018AD
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47 Non-cash transactions
The primary non-cash transactions for the year ended 31 December 2018 are as follows:

- Exclusion of investment and financing transactions that do not require the use of cash and its equivalent from the statement of cash flows.
- The amount of SR 12.7 billion was posted from trade payables to government payables (note 27)
- Set-off of certain outstanding balances owed by government entities with credit to some government entities amounting to SR 11 billion (Note 16)

48 Subsequent events
On February 20, 2019, the Company signed a financing agreement with a group of local banks worth SR 15.2 billion, a seven-year financing period to finance the Company's general 
purposes, including capital expenditures without any guarantees.

49 Approval of the consolidated financial statements
The Group's consolidated financial statements were approved by the Board of Directors on 5 Rajab 1440H (12 March 2019).
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