Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing that are endorsed in the Kingdom of Saudi
Arabia. Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Company in accordance with the professional code of
conduct and ethics that are endorsed in the Kingdom of Saudi Arabia that are relevant to our audit of the financial statements,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial
statements of the current period. These matters were addressed in the context of our audit of the financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
Revenue recognition
Refer to notes 4 and 5 for the accounting policy and note 23 for the related disclosure.
Key audit matter

How the matter was addressed in our audit

As at December 31, 2018, the Company recognized total
revenue of SR 2,036 million (2017: SR 1,953 million).

We performed the following procedures in relation to
revenue recognition:
• Assessed the appropriateness of the Company’s revenue
recognition accounting policies by considering the
requirements of relevant accounting standards;
• Reviewed management’s IFRS 15 assessment to verify the
reasonableness and the accuracy and completeness of the
impact on the financial statements of the Company.
• Assessed the design and implementation, and tested
the effectiveness of the Company’s controls, including
anti-fraud controls, over the recognition of revenue as
per the Company’s policy;
• Inspected sales transactions, on a sample basis taking place
at either side of the year-end to assess whether revenue
was recognized in the correct period;
• Developed an expectation of the current year revenue
balance for different segments based on trend analysis
or other available information, taking into account sales
volume, average prices and our understanding of the
market. We then compared this expectation to actual
revenue and, where relevant, completed further inquiries
and testing;
• Selected, on a sample basis, revenue transactions and
verified the related supporting documents to ensure the
accuracy and validity of revenue recognition.
• Obtained an understanding of the nature of the revenue
contracts entered into by the Company for each significant
revenue stream, tested a sample of sales contracts to
confirm our understanding and assessed whether or not
management’s application of IFRS 15 requirements was
in accordance with the standard.

There continues to be pressure on the Company to meet
expectations and targets, which may result in a misstatement
of revenue.
Revenue recognition is considered a key audit matter as there
is a risk that management may override controls to misstate
revenue transactions, and there is a risk of misapplication of
the new accounting standard.
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Key audit matter

How the matter was addressed in our audit

As at December 31, 2018, the Trade Receivables balance
was SAR 950 million (2017: SAR 855 million).

We performed the following procedures in relation to the
implementation of IFRS 9:

The Company adopted IFRS 9 on its effective date of
1 January 2018 superseding the requirements of IAS 39
“Financial Instruments – recognition and measurement”.

• Reviewed management’s assessment of the impact of
IFRS 9 in terms of the classification and measurement of its
financial assets and liabilities, and understood the approach
taken towards implementation.
• Considered and evaluated the validity of management’s
conclusion that the main area of impact was in respect
of trade receivables impairment, using our experience
and knowledge of entities operating in similar industries.
• Tested significant assumptions, including those related
to future economic events that were used to calculate
the likelihood of default and the expected loss on default
and tested the arithmetical accuracy of the ECL model.
• We also evaluated the adequance of the disclosures
included in the accompanying financials statements.

Management assessed that the key changes arising
from adoption of IFRS 9 related to the recognition and
measurement of the impairment allowance on financial
assets carried at amortized cost.
The Company assesses at each reporting date whether the
financial assets carried at amortized cost are credit impaired,
and consequently measures impairment allowances based on
the Expected Credit Loss (ECL) model as envisaged in IFRS 9,
rather than the incurred losses model details in IAS 39.
The Company’s management applied the simplied expected
credit loss (‘ECL”) model to determine the allowance for
impairment of trade receivables. Further, the Company
applied the exemption provided by IFRS 9 not to restate
the comparative periods as a result of the adoption of IFRS 9.
The ECL model involves the use of various assumptions,
covering both future macro-economic factors and study
of historical trends.
We considered this as a key audit matter due to the
judgements and estimates involved in the application
of the expected credit loss model.

Other Information
Management is responsible for the other information. The other information comprises the information included in the annual
report but does not include the financial statements and our auditors’ report thereon. The annual report is expected to be made
available to us after the date of this auditors’ report.
Our opinion on the financial statements does not cover the other information and we will not express any form of assurance
conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information identified above
when it becomes available and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
When we read the annual report, when made available to us, if we conclude that there is a material misstatement therein,
we are required to communicate the matter to those charged with governance.
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In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Company
as at December 31, 2018, and its financial performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRS) that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by the Saudi Organization for Certified Public Accountants (SOCPA).

First time adoption of IFRS 9 – “Financial Instruments”
Refer to note 5 for the accounting policy.

Corporate Governance

Opinion
We have audited the financial statements of Saudi Airlines Catering Company (“the Company”), which comprise the statement
of financial position as at December 31, 2018, the statements of profit or loss and other comprehensive income, changes in equity
and cash flows for the year then ended, and notes, to the financial statements comprising significant accounting policies and
other explanatory information.

Strategic Review

Independent Auditors’ Report
To the Shareholders of Saudi Airlines Catering Company

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. ‘Reasonable assurance’ is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with International Standards on Auditing
that are endorsed in the Kingdom of Saudi Arabia, will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.
As part of an audit in accordance with International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia,
we exercise professional judgement and maintain professional scepticism throughout the audit. We also:
• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the override of internal control.
• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.
• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, then we are
required to draw attention in our auditors’ report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditors’ report. However, future events or conditions may cause the Company to cease to continue as a going concern.
Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether
the financial statements represent the underlying transactions and events in a manner that achieves fair presentation.
We communicate with those charged with governance regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit of Saudi Airlines Catering Company (“the Company”).

Note

Assets
Property, plant and equipment
Intangible assets
Investment property
Equity accounted investee
Other financial asset

7
8
9
10
11

Non-current assets
Inventories
Trade and other receivables
Prepayments and other assets
Cash and cash equivalents

12
13
14
15

Current assets
Total assets
Equity
Share capital
Statutory reserve
Retained earnings

16
17

Total equity
Liabilities
Employee benefits

19

Non-current liabilities
Zakat and income tax liabilities
Trade and other payables

20
21

December 31,
2018

December 31,
2017

586,708,910
258,269
38,337,434
15,125,813
29,991,692

554,462,015
1,282,184
40,286,383
20,642,074
73,620,570

670,422,118

690,293,226

125,027,878
950,225,547
192,857,373
147,252,743

109,980,916
854,926,157
126,213,452
101,547,658

1,415,363,541

1,192,668,183

2,085,785,659

1,882,961,409

820,000,000
353,835,879
127,619,578

820,000,000
353,835,879
109,109,072

1,301,455,457

1,282,944,951

167,423,832

168,998,200

167,423,832

168,998,200

30,310,014
586,596,356

31,190,087
399,828,171

Current liabilities

616,906,370

431,018,258

Total liabilities

784,330,202

600,016,458

2,085,785,659

1,882,961,409

Total equity and liabilities

Chief Financial Officer		

Chief Executive Officer		

Authorized Board of Directors Member

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence and where applicable, related safeguards.
From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditors’ report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

For KPMG Al Fozan & Partners
Certified Public Accountants
Ebrahim Oboud Baeshen
License No: 382

Jeddah, Jumada Al Thani 29, 1440H
Corresponding to March 6, 2019

The accompanying notes 1 through 34 form an integral part of these financial statements.
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In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

(Expressed in Saudi Arabian Riyals)

Corporate Governance

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS
that are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by SOCPA, the applicable
requirements of the Regulations for Companies and Company’s By-laws and for such internal control as management determines
is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud
or error.

Statement of Financial Position
As at December 31, 2018

Strategic Review

Independent Auditors’ Report
To the Shareholders of Saudi Airlines Catering Company (continued)

