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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS

AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY
{A SAUDI JOINT STOCK COMPANY)

RIYADH - SAUDI ARABIA

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
Opinion

We have audited the consolidated accompanying financial statements of Al Abdulialif Industral Investment Company
- A Saudi Joint stock Company (‘the Company’) and its subsidiaries (Collectively referred to as “The Group®) which
comprise the consolidated statement of financial position as at December ¥*, 2020, the consoldated statement of
profits or losses and olher comprehensive income, the consolidated statement of changes in shareholders' equity and
the consolidated statement of cash flows for the year then ended, and the notes (') to (36) thereon, including a
summary of significant accounting policies

In our opnion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the group as at December ™', ¥+20, and its consoldated financial performance ang
its consolidated cash flows for the year then ended, in accordance with International Financia! Reportng Standards
(IFRS) that are endorsed in the Kingdom Saudi Arabia and other standards and pronouncements that are issued by
the Saudi Organization for Cerlified Public Accountants (SOCPA), appropriate 1o the circumstances of the group.

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 Auditor's respansibilities for
the audit of the consolidated financial statements section of our repot. We are independent of the group in
accordance with the professional code of conducts and ethics that are endorsed in the Kingdom of Saudi Arabia that
are relevant to our audit of the consolidated financial statements, and we have fulfilea our other ethical
responsibilities in accordance with these requirements, We believe that the audit evidences that we have obtained
are sufficient and appropriate to provide a basis for our opinion

Other matter

The consolidated financial statements for the year ended December 31, 2019 were aud ted by another audilor whe
expressed an unqualified opinion dated March 19; Yo%

Key audit matters

Key audit matters are those matters that, according to our professional judgment, were of mest significance in ouf
audit of the financial statements for the year ended December 31, 202C. These malters were ressed in the
context of our audit of the financial statements as a whcle, and in forming our apinion thereo } 0
R
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a separale opinion on these matters. Key audit matters incfude the following: 7
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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS

El Sayed El Ayouty & Co.

Cortified Public Accountants

AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
RIYADH - SAUDI ARABIA

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL S

TATEMENTS...(continued)

Revenue recognition

The key audit matter

“How our audit addressed the key audit matter

Revenue recognition is considered a key audi
matter as revenue being an important element of the
company's performance and results, and due to its
inclusion of inherit risks that may cause the
management to override the internal control
procedures by recognizing revenues with more than
their actual value in order to achieve the goals or to
improve the results of the group

As stated in Note No. (22), the group rea'ized for the |
year ended December 31, 2020 total revenues

600,506 thousand).

amounted to SR 468,094 thousand (2019. SR | o

The audit procedures which we have performed among other |
matters based on our judgment, included the follewing ‘
« Tested the design of internal contial procedures and its |
effectiveness in relation with recognition of revenue and the }
related receivables thereof ‘
Tested the cut-off procedures to ensure recording of revenue
in their correct pernods

Performed analytcal procedures to understand the causes of
revenue variance compared with the previous year and verify
its reasonableness and delermine whether there are significant
fluctuations need addtional review n light of our |
understanding to the current market conditions

Performed tests of details 1o a sample cf the scld products and
verify the proper application of revenue recognition policy

Verfy the appropriateness of revenue tecognition accounting
policy to realize the group’s revenue in accordance with the
requirements of International Financial Regorting Standard No.
(15) Revenue from contracts with clients, ) |

Refer to Note No_ (3.18) to the financial statements of

Recoverability of trade recelvables

the accounting policy related to Ravenue. ]

The key audit matter

How our audit addressed the key audit matter G

The collectabity of trade receivabres is considered
a key audit matter as it comprise a major element of
the group’s management for the working capital that
is teing managed on an ongoing basis, and due to
impairment of trade receivables is determined using
expected credit losses models thal include
significant judgments and estimates. It may have a
material impact on the group's financial statements.

Management  makes  significant  judgments,
estimates and assumplions for measuring and
recording expected credit losses

| As stated in note No. (10). the total balance of trade
receivables as at December 31, 2020 amounted to
SR 381,586 thousand (2019: SR 371,492 thousand),
and a provision made for expected credit losses as
at Decembper 31, 2020 amounted to SR 15,401
thousand (2019 SR 10,401 thousand)

The audit procedures which we performed , among other matters
based on our judgment , included the following

+ Tested the group's procedures for conwroling receivables,
inciuding controls over credit terms

Tested a sample of receivable balances being provided
provision for impairment during the year to determine the
appropriateness of judgments, estimates and assumptions set
by the management, and lo assess the methodical approaches
performed by the group 1o determine the probabillty of default |
and the extent of ifs inciusion the information related 1o the |
fulure expectations in computation of the expected credt 1
losses

Performed an analysis of significant recewatles that are more
than one year old and no provision has been provided for them
by the group's management. taking into account the collections |
ol the subsequent period 1o determine whether there aie |
indications of impairment

Reviewed arcangements and / or correspondence refated 1o
clients' receivables for the purpose of assessing collectabiiity |
of the material amounts that due for collection @ long time ago
Evaluate the adequacy of the disclosures included in the
financial statements in accerdance with the requirements of
International Financial Reporting Standard No. (8 and No. 7)-

25

=Dy y\d
Ear TR TLO cBp.
CERTIFIED PUBLIC
ACCOUNTANTS
PR.4030291245

%

W

Ef, ,A.\(O\$<x




R MOORE

INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS

El Sayed E| Ayouty & Co.

Certificd Public Accountants

AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
RIYADH - SAUDI ARABIA

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS...(continued)

_Inventory evaluation:

The key audit matter

How our audit addressed the key audit matter

Inventory is considered a key audit matter due to the
nature of the group's aclivity thal depends primarily on
the inventory in generaling revenues and the extent of
its impact on business resulls, and becauvse the
evaluation of inventory and determination of iis
impairment  requires  using  several  important
assumplions and estimates that may have material
impact on the group's financial statements.

As stated in Note No.(9) , the total balance of inventory
as at December 31. 2020 amounted to SR 340271
thousand (2019; SR 379,614 thousand), and a provision
made for impairment of inventory as at December 31,
2020 amounted 10 SR 4,604 thousand (2019. SR 4673
thousand Saudi riyals).

Refer to Note No. (3.6) o the financial statements of the accounting policy related to Inventory

The audit procedwres which we have performed.
among other matters based on our judgment , incluced
the following

+ We altended and observed the annual count of the
company's inventory as at December 31, 2020 to verify the
physical existence and good condition of a sample being
randomly selected from items.

Tested the valdity of inventery measurement at lower of
cost or net recoverable value. Also, we reviewed the
company’s policy to determine the cost using the weighted
average method

Tested the reasonatleness of the estmates used Uy the
company in studying the impairment of obsclete and slow |
moving inventory

Evaluate the adequacy of the disclosures included in the
financia! statements in accordance with the requirements
of the relevant International Financial Reporting Standards

"Property, plant and equipment: il
The key audit matter = __]
Property, plant and equipment are considered a key

audit matter as measurement cf depreciation and
impairment requires thal the management make
judgments, assumptions and estimates related to
determining the useful life and methed of depreciation
and perform a test for the impairment of property, plant
and equipment (if any)

As stated in Note No, (5) , the net book value of
progerty, plant and equipment as at December 31,
2020 amounted to SR 298,646 thousand (2019 SR |
341,298 thousand)

|

'How our audit addressed the key audit matter
The audt procedures which we have performed
among other matters based on our judgment , included
the following:

Carried out study and review of the internal controls related
to financial operations in connection with property plant
and equipment

Performed analytical and documentary study to movements
of additions and disposals made to the account of propedy.
plant and equipment.

Verify the physical existence and ownership of the
property, plant and equipment by the group

Venfy the correctness of the computaton of depreciations
according to the management's estimates of the usefut
lifes

Verify that there are no indications of imparment of
property, plant and equipment requires an impairment test
Verify the correctness of the presentation. dsciosure and
accounting poiicies in accordance wih 1he relevant

“Refer to Note No_(3.2) to the financial statements of the accounting poicy re‘ated to property, plant and equpm

International Financiat Reporting Standards A
ent
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u MOORE El Sayed E| Ayouty & Co.

INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS

AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY
{A SAUDI JOINT STOCK COMPANY)

RIYADH - SAUDI ARABIA

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS...(continucd)
Other information

The olher information include the information included in the group's annual report for the year ended December 31,
2020 rather than the financial statements and the independent auditor's report thereon. The group’s management s
responsible for the other information mentioned in ifs annual repcrt It is expected that the annual report will be
avai'able to us after the date of this auditor’s report.

Our opinion on the financial statements dces not include the other information. nor does it express any form of
assurances in this regard.

With regard to cur audit of the financial statements, i is our responsibility to read the informaticn stated above , and
in doing $0, we consider whether the other information are materially inconsistent with the financial statements of the
information we obtained during the audit process, or olherwise appears to confain matenal misstatement

When we read the other information and discover that there is a matenal misstatement therein, we must inform those
charged with governance accordingly.

Responsibilities of management and those charged with governance for the consolidated financial statemenls

Management is responsible for the preparation and fair presentation of the consoldated financial stalenients in
accordance with International Financial Reporting Standards as endorsed in the Kingdom Saudi Arabia and other
standards and pronouncements that are issued by SOCPA, and the provisions of Companies' Law and company s
Adticles of Association and for such internal conlrol as management determines is necessary to enable the
preparation of financial statements that are free from matenal misstatement whether due to fraud or error

In preparing the financial statements, the management is responsible for assessing the group’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 group or to cease operations, or has no choice of
an appropriate alternative but 1o do so

Those charged with governance are responsible for overseeng the group's financial reporting precess
Auditors’ responsibilities for the audit of the consolidated financial statements

Our objectives are to ottain reasonable assurance aboul whether the consclidated financial statements as a whole
are free from material misstatement, whether due to fraud or error and to issue an augitors’ repont that includes our
opinion. Reasonable assurance is a high level of assurance but is not @ 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 matenal misstalement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasanably be expected to infuence the economic decisions of
users taken on the basis of these financial statements

As part of an audit in accordance with International Stardards of Auditing that are endorsed in the Kingdom of Saudi
Arabia, we exercise professional judgment and maintain professicnal skepticism throughout the audit We also:

+ Identfy and assess the risks of material misstatement of the financial statements, whether due to fraud of
erfor, design and perform audit procedures responsive 1o those risks, and cblain audit evidence that is sufficient
and appropriate to provide a basis for cur opinion. The risk of not detectng a material misstatement resuiting
from fraud is higher than for one resulting from error, as fraud may invoive collusion. foger—rmeatignal
omissions, misrepresentations, or the override of internal control.

415
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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS

AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

RIYADH - SAUDI ARABIA

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS.. (continued)

Auditors’ responsibilities for the audit of the consolidated financial statements...(continued)

+  Obtain an understanding of internal control refevant to the audit in order to design audit procegures
that are appropriate for the circumstances, but not for the purpose of expressing an apinion on the
effectiveness of the Company’s internal control.

+  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estmates
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 group’s ability to continue as a going concermn

+  If we conclude that a material uncertainty exists, we are required to draw attention in our auditors' repon to the
related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify
our opinicn. Our conclusions are based on the audit evidence obtained up to the date of our auditors report
However, fulure events or condtions may cause the group 1o cease to conlinue as a going concern

+  Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactons and
events in a manner that achieves a fair presentation.

We communicate with those charged with governance, among olher matlerss, the scope and timing of the audit and
the significant audit findings, inciuding any significant deficiencies in the internal conlrol system that we identfy
during our audit of the Company and its subsidiaries "the Group".

We have also provided those charged with governance with a statement stating that we have comgled with
relevant ethical requirements related to independence, and have informed them of 2l relaticnships and cther
matters that we may reasonably believe affect our independence, and refevant safeguards, if required

Among the matters communicated lo those charged with governance, we determined those matters thatl we
considered most important when auditing the consclidated financial statements for the current peried, which are the
key audit matters. We describe these matters in our report unless a public disclosure system or regu'ation prohibits
\he malter, or when we see, in very rare circumstances, that the matter should not be reported in our report
because the negative consequences of doing so are reasonably expected 10 outweigh the benefits of the public
interest resulting from this Reperting.
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AL ABDULLATIF INDUSTRIAL INVESTMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
P e ——

Consolidated statement of financial position
(All amounts in thousands Saudi Riyals unless otherwise staled)

As at December 31,
Assets Notes 2020 2019
Non-current assets
Property, plant and equipment- net 5 298 646 341,298
Investment properties — at cost 6 50,000 50,000
Right-of-use assets - net 71 17,768 19,388
Investments at fair value through other comprehensive income 8 82775 72,377
Total non-current assets 449,219 483,063
Current assets
Inventory — net g 335,667 374,941
Trade receivables- net 10 346,185 361,091
Due from related parties 111 38,748 38,452
Prepaid expenses and other debit balances 12 27,517 40,618
Investments at fair value through profits or losses 13 8,750 16,258
Cash and cash equivalents 14 76,651 69,683
Total current assets 833,568 901,044
Total assets 1,282,787 1,384,107
Shareholders’ equity and liabilities
Shareholders’ equity
Share capital 15 812,500 812,500
Statutory reserve 16 241,429 241,429
Reserve for valuation of investments at fair value (4,538) {13,381)
Retained earnings 82,314 108,258
Total shareholders’ equity 1,131,705 1,148,826
Non-current liabilities
Leases obligations — non-current portion 722 17,131 18,468
Employees’ defined benefits obligations 17 13,428 11,385
Total non-current liabilities 30,559 29,853
Current liabilities B
Banks- credit facilties 18 66,304 144,355
Leases obligations —current portion 7.21 1,202 1,283
Trade payables 19 12,879 17,734
Due to related parties 1.2 185 -
Accrued expenses and olher payable balances 20 16,858 22589
Dividends payable 1,076 1,076
Provision for zakat 21 22,019 18,381
Total current liabilities 120,523 205,428
Total liabilities 151,082 235,281
Total shareholders' equity and liabilities 1,282,787 1,384,107

Chief Financial Officer Authorized BOD's Member

&1 £xecutive Officer

The accompanying notes (1) to (36) form an integral part of these consolidated financial statements
6




AL ABDULLATIF INDUSTRIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Consolidated statement of profits and losses and other comprehensive income
(All amounts in theusands Saudi Riyals unless otherwise stated}

ren December 31,

Note 2020 2018

Revenue 22 466,094 600,506
Cost of revenue 23 (435,798) (559,4656)
Gross profit 30,298 41,040
Selling and markeling expenses 24 (15,608) (18,308)
General and administrative expenses 25 (21,302) (19,134)
Other income 26 7,115 7,055
Profit from operating activities 503 10,655
Net cost of finance 27 (3,628) {5,901)
Dividends income 447 -
Profits of valuation of investments at fair value through profils or losses 13 309 1,499
Net (loss) profit for the year before zakat (2,367) 6,253
Zakat 21 (22,464) (17,926)
Net (loss) for the year (24,831) (11,673)
Other comprehensive income:
Iltems that will not be re-classified within profits or losses:
Actuarial (losses) of re-measurement of employees' defined benefit 17 (1.113) (221)
Obligations
Items that will be re-classified within profits or losses
Reserve of valuation of investments at fair value 8,823 (2,851)
Other comprehensive income (loss) items 7,710 (3,082)
Comprehensive income for the year (17,121) (14,755)
Net (loss) for the year aftributable to:
Company’s shareholders (24,831) (11,673)
Net (loss) for the year (24,831) (11,673)
Comprehensive income for the year attributable to:
Company's shareholders (17,121) (14,755)
Comprehensive income for the year (17,121) (14,755)
Basic and diluted earnings attributable to shareholders of net
(loss) for the year in Saudi Riyals 28 (0.31) (0.14)

e
Chief Financial Officer Althorized BOD’s Member of Executive Officer

The accompanying notes (1) to (36) form an integral part of these consaclidated financial stalements
7
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AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

Consolidated statement of cash flows
{All amounts in thousands Saudi Riya's un'ess ofhervise slated)

Cash flows from operating activities:

Net (loss) for the year

Adjustments for Net (loss).

Degpreciation of property, plant and equipment
Gains on sale of property, plant and equipment
Depreciation of Right-of-use assels

Profits of valuation of investments at fair value through profits or losses (FVTPL)

Bank facilities ‘interest

Leases interest

Impairment of trade receivables
Employees’ defined benefits obligations
Provisions reversed

Zakat

Changes during the yearin :

Inventory

Trade receivables

Due from related parties

Prepaid expenses and other debit balances

Trade payables

Due to related parties

Accrued expenses and other payable balances
Dividends payable

Provision for zakat paid

Employees’ defined benefits obligations - paid

Net cash flows provided by operating activities
Cash flows from investing activities

Purchase of property , plant and equipment

Proceeds from sale of property, plant and equipment
Purchase of investments at fair value through other comprehensive income
Purchase of investments at FVTPL

Proceeds from sale of investments at FVTPL

Net cash flows (used in) investing activities

Cash flows from financing activities

Dividends to shareholders

Finance proceeds obtained from banks - credit facilities
Finance repayment to banks - credit facilities paid
Leases obligations —paid

Net cash flows {used in) financing activities
Netincrease (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of year 14
Chief Financial Officer Authorized BOD's Member

The accompanying notes (1) to (36) form an integral part of these consolidated financia

he year en December 31
2020 2019
(24,831) (11,673)
49 566 53,512
(153) (102)
1,590 1,590
(309} (1,499)
2,763 4938
967 1,005
5,000 2,100
4,243 3,243
(69) (398)
22,464 17,926
61,231 70,642
39,343 6,650
9,906 (7,444)
(346) 3,342
13,102 (4,169)
(4,855) 2,080
185 -
(5,731) (15)
- {123)
(18,826) (17,719)
(3 313) _(2.684)
90, 698 50,540
(6,914) {12,451)
153 104
(1,575) -
- (14,758)
7,817 -
(519) {27,106)
- (20,312)
66,293 284,510
(147,107) {294,400)
(2,395) (2,242)
(83,209) (32,444)_
6,968 (9,010)
69,683 78,693
76,651 69,683

g



AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

e EITTR I

Notes to the consolidated financial statements
(All amounts in thousands Saudi Riyals unless otherwise staled)

1. General

Al Abdullatif Industrial Investment Company (‘the company” is a Saudi joint-stock company incorporaled in
accordance with the Saudi Companies Act - pursuant to Ministerial Resolution No. 3120 dated 23/10/1427H
corresponding to 14/11/2006 and Ministerial Resolution No. 188 dated 27/7/1427H corresponding to 17/1/ 2007, upoen
which the company got the approval to convert from a limited liability company to a Saudi joint stock company, and it
is registered in the commercial registration at Riyadh under No. 1010073685 and dated 26/2/1410H corresponding to
26/9/1989 valid until 25/2/1447H corresponding to 19/8/2025 . Its main office address is: Riyadh, PO Box 859, and
Postal Code 11421,

1.2. Main activities practiced by the company and its branches

Carpet industry, including (prayer and travel carpets), carpels manufacturing under industrial license No. 411 daled
13/2/1438H,

1.3. The consolidated financial slatements as a! December 31, 2020 include the financial statements of the
parent company and the following subsidiaries, collectively referred to "the group™

Company's Shareholding
Name of subsidiary Type Headquarter Main activity %
National Spinning Company Limited liability KSA Yarm production 100%
Eastern Textile Company Limited liability =~ KSA Polycarbonate filament 100%
production
Western Textile Company Limited liability KSA Polycarbonate 100%
filament production
Adva company for blankets Limited liability KSA Blanke! production 100%
Nadine Arabian Color Company  Limited liability KSA Plastic pipe production 100%
Shahd Paper Products Factory Limited liability KSA Pilastic colorants production  100%
First Carpet Company Limited liability ~KSA Carpet lining production 100%
Retaj Al Wasil Company Limited liability KSA Employees catering and 100%
transportation services
Abdul Latif Training Institute Limited liability =~ KSA Training services 100%

1.4. The group's fiscal year starts from the Januaryist of each calendar year and ends at end of December of the
same year. The presented financial statements for the year ended December 31, 2020 compared to the year ended
December 31, 2018.

2. Basis of preparation
2.1. Statement of compliance

These consolidated financial statements prepared in accordance wilh International Financial Reporting Standards
{IFRS) adopted in the Kingdom of Saudi Arabia and other standards and pronouncements that are issued by SOCPA.

2.2 Basis for consolidation of financial statements

The consolidated financial statements include the financial statements of the parent company and all subsidiaries and
they are collectively referred to as the "group”, the consolidated financial statements present financial information
about the Group as a single economic enlity at the same reporting date for the parent company, using consistent
accounting policies

10



AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

Notes to the consolidated financial statements
(Al amounts in thousands Saudi Riyals unless otherwise slated)

2. Basis of preparation... (continued)

2.2. Basis for consolidation of financial statements... (continued)

Subsidiaries are those entities that are subject to the control of the company, and the control is the authority to control
financial policies for the purpose of obtaining benefits from its activities. It is assumed that the company has control
over the subsidiary when the company owns, directly or indirectly, more than half of the voting power in the investee,
except for those exceptional cases in which it is clearly shown that that ownership does not represent control, and
control also exists when the company owns half or less than half of the voting power of the investee, bul it has other
power that enables it to control financial and operational policy for that entity

The assets, liabilities and results of the subsidianes’ businesses are fully consolidated from the date of acquisition,
the date on which control is transferred to the group, and the consolidation process continues unlil the date that
control ceases.

The group applies the acquisition method to account for business combinations.

All transactions and balances between the companies of the group, including income, expenses, unrealized profits
and losses and dividends have been eliminated

2.3. Basis of measurement

The consolidated financial statements have been prepared in accordance with the accrual basis of accounting and
the going concern concept, and on the basis of the historical cost principle except for financial assets that are
measured at fair value and financial liabilities that are measured at the present value of future liabilities projections
using the projected unit credit methed.

2.4. Functional and presentation currency

Tnese consolidated financial statements are presented in Saudi Arabian Riya's (“SR’) which is the functional and
presentation currency of the group. All figures are rounded to nearest thousand Saudi Riyal unless otherwise stated.

2.5. Use of judgments, estimates and assumptions
The preparation of these consolidated financial statements requires management to make judgment, estimates and
assumptions that affect the reported amounts of assets, liabilities, revenue, expenses and disclosures of contingent

liabilities at the reporting date. Although these estimates are based on the best current information and indicators
available to management, the final actual results may differ from these estimates.

These estimates and assumptions are reviewed on an ongoing basis, and the effects arising from adjustment of the
accounting estimates are recognized in the period in which such adjustment is made and the subsequent periods

Estimates and assumptions in particular represent application of accounting policies that have a significant impact on
the amounts reported in the financial statements.

The most significant accounting judgments, estimates and assumptions
25.1. Judgments

The following is an explanation to the significant judgments when applying the accounting palicies that have a
material impact on the amounts presented in the financial statements and the notes thereon:
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Notes to the consolidated financial statements
{All amounts in thousands Saudi Riyals unless otherwise stated)

2. Basis of preparation... (continued)

25. Use of judgments, estimates and assumptions...(continued)

25.1. Judgments...(continued)

Fulfillment of performance obligations

The Group evaluates each of its cantracts with clients to determine whather performance obligations have been met
over time or at specified time in order to determine the appropriate method for recording revenues under the
provisions of the relevant laws and regulations.

Determination of transactions’ prices

The group determines transaction prices in relation to each of its contracts with clients, and when making such
judgment, it assesses the impact of any variable consideration in the contract as a result of discounts or fines and
existence of any substantial financing component in the contract, or any non-monetary consideration in the contract.

Classification of investment properties

The group determines whether the property qualifies as investment properties under IAS 40 (Investment properties).
In making such judgment, the group considers whether the property generates significant cash flows and separate of

other property and equipment.

The following notes include information about other judgments:
- Note (3.3) ciassification of leases

2.5.2. Estimates and assumptions

The following is an explanation of information related to assumptions and estimates of uncertainty that have a
material impact on the amounts presented in the consolidated financial staternents and their notes:

Going concern concept

The consolidated financial statements have been prepared on a going concern basis. Group's management has
made an assessment of its ability to continue as a going concern and is satisfied that it has the necessary resources
to continue in business for the foreseeable future. Furthermore, management is not aware of any material
uncerainties that may cast significant doubt upon the group’s ability to continue as a going concern.

Useful lives of property, plant and equipment

The management delermines the estimated useful lives of property, plant and equipment for calculating
depreciation. This estimate is determined after considering expected usage of the assets or physical wear and tear.

Management reviews the residual useful lives annually to verify that it reflects the expected benefit to be obtained. If,
it differs from previous estimates, changes in depreciation expense in the current and future periods are adjusted - if
any.
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2. Basis of preparation... (continued)
25. Use of judgments, estimates and assumptions... (continued)

2.5.2. Estimates and assumptions... (continued)
Measurement of fair value of financial instruments

When it is not possible to measure the fair values of the financial assets and financial liabilities reported in the
statement of financial position on a basis for prices traded in active markets, their fair value is determined by using
valuation methods including the discounted cash flows model. Inputs to these models are taken from observable
markets where possible and when not feasible, it requires a degree of assumption to determine the fair value which
may include assumptions related to liquidity risk, credit risk and price changes rsk.

Changes on assumptions related to these factors can affect the fair value of financial instruments. The potential price
arising from the business combination is valued at fair value on the date of the acquisition as parnt of a business
combination. When the price meets the definition of a financial liability, it is subsequently re-measured al fair value at
each reporting date. Determination of fair value is based on discounted cash flows. Key assumptions take into
consideration the probability of meeting each performance objective and the discount factor.

Embedded interest rate for leases

The group cannot easily determine the embedded interest rate in all leases, and therefore it uses the borrowing rate
to measure lease obligations. The borrowing rate is the interest rate that the company must pay in order to borrow for
a simitar period with a similar guarantee and the amounts necessary to obtain an asset of similar value o the right—
of-use asset in a similar economic environment. The group estimales the borrowing rate by using observable data
(such as: interest rates in the market) that are available, and making some estimates for the group when necessary.

Provision for expected credit losses (ECL) on trade receivables

The Group uses a matrix to calculate ECL for trade receivables. This matrix is based initially on the historical default
rates monitored by the group. At each reporting date, the historical observed default rales are ugdated and changes
in future estimates are analyzed. The evaluation of the correlation between historical observed defaull rates,
projected economic conditions and expected credit losses is a substantial estimate. The amount of expected credit
losses is very sensitive to changes in the expected economic circumstances and condiions

Impairment of non-financial assets

(Except for inventory, investment properties and goodwill - if any - which are separately assessed for impairment,
Management at each reporting date reviews the carrying values of other non-financial assets to determine if there is
any impairment indicator. In the event of impairment of those assets, and in the event of such an indication, the
recoverable value is eslimated and the book value is reduced thereto and the impairment loss of those assels is
recognized and charged to the statement of income

The recoverable amount is measured using the higher of fair value of the asset less the cost to sell it or the expected
present value of the cash flows according to the discount rate,

Indications of impairment of a non-financial asset may be information that a material impairment has occurred to the
market value of the asset is more than expecled as a result of normal use or the availability of evidence of
obsolescence, damage or deterioration of its expected economic performance whether in its operaling results or in
the expected cash flows from it
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Notes to the consolidated financial statements
(All amounts in thousands Saudi Riyals unless othervise slated)

2. Basis of preparation... (continued)

2.5, Use of judgments, estimates and assumptions... (continued)
2.5.2. Estimates and assumptions... (continued)

Impairment of non-financial assets... (continued)

When there are indications that a recognized impairment loss in prior periods may no longer exist or have decreased,
impairment loss is reversed only to the extent that it does not exceed the previously recognized impairment loss.

The following notes include information on assumptions and other estimates of uncertainty:

- Note (3.6) Impairment of inventory

- Note (3.12) Measurement of employees' defined benefit obligations.

- Note (3.14) Provisions

- Note (3.17.1) Impaiment of financial assets measured at cost or amortized cost
3. Summary of significant accounting policies

The significant accounting policies set of below have bean applied consistently to all pericds presented in these
financial statements .

3.1. Current versus non-current classification

The Company presents assets and liabilities in the financial statements based on current / non-current classification.

Assets

An asset is classified as current when it is;

«  Expected to be realized or intended to be sold or consumed in the normal operating cycle

« Held primarily for the purpose of trading

+ Expected to be realized or sold within twelve months after the reporting penod, or

«  Cash or cash equivalent unless restricted from being exchanged or used to settle a liabilty for at least twelve
months after the reporting pefiod

All other assets are classified as non-current.

Liabilities

A liability is current when it is:

+ Itis expected to be settied in the nommal operating cycle

«  Itis held primarily for the purpose of trading

+ ltis due to be setlled within twelve months after the reporiing period. or

« There is no unconditional right to defer the seltiement of the liability for at least twelve months after the reporting

period

All other liabilities are classified as nan-current.
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Notes to the consolidated financial statements
(All amounts in thousands Saudi Riya's unless othenwise stated)

3. Summary of significant accounting policies...(continued)
3.2 Property, plant and equipment
A) Recognition and measurement

Property, plant and equipment are measured at cost less accumulated depreciation and the accumulated impairment
loss (if any).

The cost of a self-constructed asset includes the cost of materials, direct labor and any other costs directly
attiibutable to bringing this asset into a condition for its intended use, and the costs of dismantiing and removing the
elements and repairing the site in which it is located.

When the significant parts of an item of property, plant and equipment have different useful lives, they are counted as
separate items (major components) of property, plant and equipment.

De-recognition

De-recognition of an item of property, plant and equipment is made when it is sold or when future economic benefits
are nol expecled to flow from its use or sale.

The gains and losses resuiting from the disposal of an item of property, plant and equipment are determined by
comparing the proceeds of disposal with the book value of the disposed of property, plant and equipment, and is
recognized on a net basis, in the statement of income.

Subsequent acquisition costs

Tne cost of replacing a component of an item of property, plant and equipment, renovations and major improvements
is inciuded in the carrying amount of the item when it increases materially from its expected useful life and there is a
possibility that future economic benefits will flow into the group and that its cost can be measured reliably and is
carried value is de-recegnized for the replaced component.

Expenses for the normal maintenance and repairs of property, plant and equipment are included in the statement of
income when incurred

Depreciation

Depreciation is based on the cost of the assets less their residual value. The significant components of individual
assets are estimated, and if a component has a useful life that differs from the remaining of that asset, that
compaonent is depreciated separately.

Depreciation is recorded in the statement of income using the straight-line method over the expected useful life of
each component of an item of property, plant and equipment. Depreciation methods, useful lives and residual values
are reviewed at each reporting date and adjusted as appropriate. Depreciation of the asset starts when itis available
for use, and its depreciation stops on tne earlier date in which the asset is classified as held for sale or is de-
recognized.
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Notes to the consolidated financial statements
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3. Summary of significant accounting policies... (continued)
3.2. Property, plant and equipment... {continued)
Depreciation... (continued)

The following are the estimated useful lives:

Buildings and roads 10 to 13.3 years

Motor vehicles 4 years

Plant, equipment and main spare parts 12 - 20 years (note 32)
Furniture, furnishings, and office equipment 6.7 years

* Main spare parts are depreciated after deducting used over 8 years useful life.
3.3. Capital work- in- progress

Capital work-in-progress at the end of the year includes some assets that have been acquired but are not ready for
their intended use. Capital work-in-progress is recorded at cost less any recorded impairment. These assels are
transferred to the relevant asset categories and are depreciated when ready for use.

3.4. Leases

Determining whether the agreement is (or its content) is a lease based on the substance of the agreement. The
agreement is considered a lease or contains a lease if it gives the right to control the use of an asset for a period of
time in exchange for some consideration,

A single model of recognition and measurement is applied to all leases, except for short-term or impaired leases. and
the right to use assets and lease obligations are recognized at the contract commencement date.

Right-of-use assets
Right-to-use assets is measured at cost which consists of the followings:

o The initial measurement amount for the keases’ obligations,

¢ Anylease payments made on or before the lease commencement date less any lease incantives received,
e  Any initial direct costs, and

¢ Renewal costs.

Right-to-use assets is depreciated using the straight-line method over the shorter expected useful Ife or the lease
term.

Leases’ obligations

Lease obligations are initially measured at the present value of unpaid lease payments on the lease commencement
date, which includes:

Fixed payments (including fixed payments in substance) less any debit rent incentives.
Variable rental payments that are indicators or rate based.

Amounts expected to be paid by the lessee under residual value guarantees.

The exercise price of a call option if the lessee is reasonably sure of exercising the option.
Fines for terminating the lease, if the lease term reflects the lessee's exercise of that option.
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Notes to the consolidated financial statements
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3. Summary of significant accounting policies... (continued)
34. Leases... (continued)
Right-of-use assets... (continued)

Lease payments are discounted using the incremental borrowing rate, which represents the price that the lessee will
pay to borrow the funds necessary to oblain an asset at a similar value in a similar economic environment with simifar
terms and conditions.

Each rental payment is distributed between the finance cost and the reduction of the existing obligation, and the
finance cost is charged to profit or loss over the lease period so that a constant periodic interest rate is achieved on
the remaining balance of the obligation for each period.

Short term or impaired leases

Short-term leases are leases with a lease period of 12 months or less. Payments related to short-term leases and
impaired leases are recognized on a straight-line basis as an expense in the statement of profit or loss.

3.5. Investment properties

investment properties are the real estate that are acquired for the purpose of acquiring rental income of capital
development, or both together, in addition to those acquired for unspecified future uses as investment properties but
not for sale within the normal business cycle and uses in the producton or supply of goods or services for
administrative purposes.

The investment properties acquired upon initial recognition are measured at cost {including transaction costs), ugon
subsequent measurement - the group uses the cost medel in accordance with the mandatory decision to the joint
stock companies issued by the Capital Market Authority, which expires at the end of 2021, and the value is aiso
disclosed. The fair value of investment properties is in accordance with the disclosure requirements of International
Accounting Standard No. 40, and the fair value is determined pased on an annual evaluaton by an accredited
external valuer by applying the recommended valuation method in accordance with international and internal
valuation standards.

Investment properties are discontinued when they are disposed of or permanently withdrawn from use, and when no
future economic benefits are expected from their disposal. The difference between the net disposal proceeds and the
carrying amount of the asset is inciuded in the consolidated statement of profit or loss for the year in which the
recognition is discontinued.

3.6. Inventory

Inventory is measured at the lower of cost or net realizable value, and the cost is determined according to the
following:

Raw materials: The cost includes the costs of purchasing the materials and all the expenses incurred in bringing
them to their current location. The cost is measured using the weighted average method.

Production - In-progress and finished production: it includes the cost of the materials used in production in
addition to the cost of direct labor and all other direct and indirect expenses incurred related to ransfer of the product
and bringing it to its location and current state.
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Notes to the consolidated financial statements
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Net realizable value is the estimated selling price in the ordinary course of business, less any expected costs to
complete the product and the estimated selling costs.
3. Summary of significant accounting policies... (continued)

3.6 Inventory... (continued)
Impairment of inventory

At each reporting date an assessment is made to determine whether any of the inventory items have impaired by
comparing the carrying amount of each inventory item {or group of similar items) with its selling price less the cost of
completing and selling it. if the net selling price is less than the carrying amount, the inventory impairment loss is
recognized,

3.7. Transactions with related parties

Transactions with related parties include transfer of resources, services, obligations, or financing between the group
and that related party, regardiess of whether or not those transactions are carried out on terms equivalent to those
that prevail in transactions that take place on the basis of free competition or not.

A person is considered related to the group if that person, or is close to that person’s family.

A- A member of the senior management personnel * in the group; or

B- Has joint control ar control over the group; or

C- Has animportantinfluence on the group's decisions and directions.

* Senior management personnel are those persons, who have the authority and responsibility to plan, direct and
control the activities of the group, directly or indirectly, including any manager, whether executive or otherwise.

An entity is considered related to the company if:

A - The enterprise and the group are members of the same group or are jcintly owned by owners; or

B- The entity is an associate or owned by the group; or

C- The fact that the entity is subject to the control of the group, or vice versa, or the enlity and the group are subject
to joint control.

3.8. Accounts receivable

Accounts receivable are initially recognized at fair value, and are subsequently measured at amortized cost using the
effective interest rate, less any impairment losses on receivables.

Trade receivables result from the company providing its services to clients on credit. The Company’'s management
does not impose any commissions or interest on trade receivables.

3.9. Cash and cash equivalents

Cash and cash equivalents in the statement of financial position include cash at banks, cash on hand, and short-term
deposits maturity of which is three months or less. It is subject to insignificant risk of change in value.

3.10. Statement of cash flows
The statement of cash flows is prepared accarding to the indirect method,
For the purpeses of preparing the statement of cash flows, cash and cash equivalents consist of bank balances, cash

on hand and short-term deposits, less existing overdraft accounts, which are an integral part of the cash group's
management.
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3. Summary of significant accounting policies... (continued)
3.41. Accounts payable and accrued expenses

Accounts payable and accrued expenses are recognized for the cbligations that must be paid in the future for the
materials and services obtained, whether the suppliers are biled or not.

Trade payables are cbligations that a company has incurred during the normal business cycle on the basis of normal
credit terms and they are non- bearing interest.

3.12. Employees’ benefits
Defined benefit programs (end of service benefits for employees)

The company applies a defined benefit plan to reward the end of service for its employees in accordance with the
requirements of the labor law in the Kingdom of Saudi Arabia. Payments under this scheme are based on employees
‘final salafies and allowances and their years of service accumulated on the date they ceased their employment. As it
is known in the conditions contained in the labor laws in the Kingdom of Saudi Arabia, employees' end of service
benefit plans are unfunded plans whereby the concerned entities fulfil their obligation to pay benefits when they are
due.

The defined benefit obligation is re-measured periodically by an actuarial expert using the projected unit credt
method.

The liability amount is calculated on the basis of the present value of the estimated future cash outflows discounted at
the discount rate used. The defined benefit obligation costs are calculated using the actuarial defined retirement costs
at the end of the previous year, adjusted for significant market fluctuations and for any significant one-time events
such as program adjustments, labor curtailment and reimbursements.

Actuarial gains and losses arising from re-measurement of the net defined benefit plan obligations are included in the
statement of other comprehensive income. The company calcu'ates the interest expense by applying the discount
rate to measure the nel defined benefit obligation. The net interest expense and other expenses related to the
defined benefit program are recorded in the statement of profit or loss.

Employees’ short term benefits

An obligation is recognized for benefits payable to employees related to wages and salaries, including non-monetary
penefits, annual leaves, sick leaves, travel tickets and other allowances during the period in which the related service
is provided, as well as the undiscounted amount of the benefits expected to be paid for that service on the basis that
related service perormed. Obligations recognized for short-term employee benefits are measured at the
undiscounted amount expected to be paid for the service rendered

3.13. Zakat and tax

Zakat:
The group is subject to the regulations for zakat, which is determined according to the regulation and instructions
issued by the General Authority for Zakat and Tax (GAZT) and in accordance with the Zakat standard.

Zakat is calculated on the higher Zakat base that includes the zakat income or the adjusted net income, which is
calculated through the consolidated financial statements of the parent company and its subsidiaries, according to
which a consolidated retum is filed for the group in accordance with the regulation and instructions issued by the
GAZT. The share of each subsidiary of the Zakal payable is determined on an arbitrary basis,
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3. Summary of significant accounting policies... (continued)
3.43.  Zakatand tax...(continued)
Withholding tax

The group withholds taxes on some transactions with non-resident parties in the Kingdom of Saudi Arabia, as
required in accordance with the tax regulations in force in the Kingdom of Saudi Arabia. Withholding tax refated to
foreign payments is recorded as short-term liabilities.

Value added tax (VAT)

The net amount of VAT recoverable from, or payable to the General Authority for Zakat and Income is inciuded as
part of receivables or payables in the statement of financial position.

3.14. Provisions

Provisions are recognized when the group has a present (legal or constructive) obligation arising from a previous
event and there is a probability that the group will be required to pay this obligation through cash flows of resources
outside the group that embody economic benefits and it is possible to make a reliable estimate of the amount of the
obligation. Where the Group expects to pay some or all of the provision - for example - under an insurance contract,
the payment is included as a separate asset, but only when the payment is actually certain. The expense relating to
the provision is presented in the statement of profit or loss less any payment.

Provisions are reviewed at each reporting date and adjusted to refiect the current best estimate. If it is no longer
probable that an outflow of external resources, including economic benefils, will be required to settle the obligation,
the provision is reversed

Costs of discontinuation of operations (obligations related to asset removal)

A provision for obligation to discontinuation of operations is recognized when the Group assumes responsibility for
restoration of work or land rehabilitation, the degree of discontinuation of required operations and related costs
depends on the requirements of current laws and regulations.

Costs inciuded in the provision include all liabilities for decommissioning of operations that are expected o occur over
the Ife of the assets. The provision for stopping operations is deducted to its present value and capitalized as part of
the assets under the item of property, plant and equipment, and then depreciated as an expense over the expected
useful lives of those assels.

3.15. Contingent liabilities and assets

Conltingent liabilities are liabilities that are likely to arise from past events and whose existence is confirmed only by
the occurrence of non-occurrence of one or mose uncertain future events that do not fall within the group's full control.
Or a presant obligation that is not recognized because it is uniikely that an outflow of resources vill be required to
settie the obligation. In the event that the amount of the obligation cannot te measured with sufficient reliability, the
group does not recognize the contingent liabilities but rather discloses them in the financial statements.

Confingent assets are not recognized in the financial statements, but are disclosed when economic benefits are likely
to be realized.
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3. Summary of significant accounting policies... (continued)

3.16.  Foreign currencies

Transactions in foreign currencies during the year are translated into Saudi riyals according to the exchange rates
prevailing at the time of the transaction, and the assets and liabilities balances recorded in foreign currencies at the
date of the financial statements are translated into Saudi riyals at the exchange rates prevailing on that date. Profits
and losses resulling from transfers are included in the statement of income.

3.17. Financial instruments

A financial instrument is any coniract that gives rise to a financial asset for ene entity and a financial liabifty or as an
instrument of equity for another entity. Financial assets and financial liabilities are recognized and measured in
accordance with the provisions for measurement, evidence, and recognition requirements conlained in the
International Financial Reporting Standard No. (9).

The following are details of the accounting policies refated to this:

3.17.1. Financial assets

Initial recognition and measurement

Trade receivables and deposits are recorded on the date they arise, and all other financial assets are recognized on
the trade date in which the group becomes a party to the contractual provisions of the instrument

Financial assets are measured upon initial recognition at the transaction price that is attributable to the acquisition of
the financial asset, including the transaction cos!, excluding the financial assets that are subsequently measured at
fair value through the statement of income. If the arrangement is in fact a financing transaction, then the financial
asset is recognized at the present value of future payments discounted at the market interest rate.

Classification and subsequent measurement

IFRS 9 includes three main classification categories of financial assets: financial assets that are measured at
amortized cost. assets that are measured at fair value through other comprehensive income, and assets that are
measured at fair value through the statement of profit or loss.

Under IERS 9. the financial derivatives incorporated in contracts in which the underlying instrument is a financial
asset within the scope of the standard is not subdivided. Rather, the hybnd financial instrument as a whole is
evaluated for the purpose of classifying it.

The subsequent measurement of financial assets depends on their classification as shown below.

Financial assets measured at amortized cost

These assets are measured upon initial recognition of fair value in addition to transaction costs directly related to the

acquisition or issue of the financial asset. After initial recognition it is measured at amortized cost using the effective
interest method,
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3. Summary of significant accounting policies... (continued)
347. Financial instruments... (continued)
3.17.1. Financial assets... (continued)

Financial assets at fair value through other comprehensive income:

Upon initial recognition, the company may perform irrevocable tests (on an instrument-by-instrument basis) to assign
investments in equity instruments at FVTOCI. itis not permitted to designate fair value through other comprehensive
income if the equity investment is held for trading or if it is a corresponding consideration recognized by the acquirer
in combining businesses to which IFRS 3 applies.

Investments in equity instruments are measured at FVOCI initially at fair value plus transaction costs. Thereafter, they
are measured at fair value with gains and losses arising from changes in fair value recognized in other
comprehensive income and accumulated in the investments revaluation reserve. The accumulated gain or loss will
not be reclassified into profit or loss on disposal of equity investments, but rather will be transferred to relained
earmings.

Dividends from these investments in equity instruments are recognized in profit or loss when the group's right to
receive dividends is established unless the dividends ciearly represent a recovery of part of the cost of the
investment.

Financial assets at fair value through profit or loss:

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets
classified upon initial recognition as fair value through profit or loss. Financial assets are classified as held for trading
if they are acquired for the purpose of selling or repurchasing in the near term. After its initial recegnition it is re-
measured at fair value.

De-recognition of financial assets
De-recognition of a financial assetis essentially made when:
The right to receive cash flows from the asset is expired, or

That the group transfers its rights to receive cash flows from the asset. or incurred the obligation to fully repay the
cash flows received without material delay to a third party under a "transitory arrangement”. Either it transferred
substantially all the benefits and risks of the asset, or it did not fransfer or retain substantially all the benefits and risks
of the asset but transferred control of the asset.

Impairment of financial assets measured at cost or amortized cost

In accordance with International Financial Reporting Standard No. (9), an assessment is made at each reporting date
for impairment of financial assets that are measured at amortized cost or fair value through other comprehensive
income, except for investments in equity instruments as well as on contract assets, This is according to the expected
future credit loss model which requires a greal appreciation regarding how changes in economic factors affect
expected credit loss models, which are determined on the basis of the lkelihood, and loss provisions are measured
according to one of the following basis:

12-month expected credit loss! This expected credit loss resulls from potential default events within 12 months after
the reperting date.
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3. Summary of significant accounting policies... (continued)
3.17.  Financial instruments... (continued)
3.47.1. Financial assets... (continued)

Impairment of financial assets measured at cost or amortized cost...(continued)

Expected credit loss over the life of the financial instrument: it is the credit loss of financial asse!s significantly on the
reporting date since its initial recognition, and the measurement of expected credit loss is applied over a period of 12
months. Significant credit isk in the event that the instrument is exposed to low credit risk at the reporting date.

However, the lifetime ECL is always applied to trade receivables and contract assets without any significant financing
components. An entity may elect to apply this policy also for trade receivables and contract assets with significant
financing components.

3.17.2. Financial liabilities
Initial measurement

Upon initial measurement, except for financial liabilities that are subsequently measured at FVTPL, financial liability is
measured at the transaction price {including transaction costs), unless an arrangement is formed, in fact a financing
transaction for the entity (for a financial liability) or the counterparty (for a financial asset) for the arrangement.

Upon initial measurement, financial liabilities that are subsequenlly measured at FVTPL, transaction costs are
recognized through profit or loss.

The arrangement constitutes a financing transaction if the payment is deferred beyond the normal business terms,

If the arrangement constitutes a financing transaction, financial liability is measured at the present value of future
payments discounted at the market interest rate for a similar debt instrument.

Trade payables that do not contain a significant financing component or maturity of which is less than 12 months are
measured at the transaction price (invoice),

Classification and subsequent measurement

The financial liability is measured at the amortized cost using the effective interest method in the event that the
conditions previously explained above are fulfiled. These financial liabilities are subsequently measured al the
amortized cost using the effective interest rate method and the amortized cost is calculated by faking into
consideration any discount or

premium over the acquisition and fees or costs that are deemed an integral pan of the effeclive interest rate. The
effeclive interest rate amoriization is included within the financing income in the statement of profit or loss, and
according to the Intermational Financial Reporting Standard No. (9). the change in fair value related to changes in the
credit risk of liabilities is presented in the statement of other comprehensive income, while the remainder of the
change in fair value is presented in the statement of profit or loss.

Debt instruments that are classified as current liabilities are measured at the undiscounted cash or other monetary
consideration that is expected to be paid unless an arrangement is formed in fact a financing transaction,
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AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

Notes to the consolidated financial statements
(All amounts in thousands Saudi Riyals unless otherwise staled)

3. Summary of significant accounting policies... (continued)
3.17. Financial instruments... (continued)
3.17.2. Financial liabilities... (continued)

De-recognition of financial liabilities

A financial liability is de-recognized when it is discharged, canceled or expired. When replacing an existing financial
liability with another from the same lender under completely different terms or when the terms of an existing liability
are materially modified, such replacement or modification is treated as canceling the entry for the original financial
liability with the recognition of the new liability. The difference between the related carrying values is recorded in the
statement of profit or loss.

3.17.3. Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is shown in the statement of financial position only when
there is a binding legal right and when the group has the intention to seltle the assets and liabilities on a net basis to
realize the assets and pay the liabilities simuitaneously.

3.18. Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, taking into account any
commercial discounts, quick settlement discounts and volume discounts permitted by the group (if any).

Revenue includes only the total inflows of economic benefits received or receivable to which they refate, All amounts
collected to the account of a third party, such as income taxes, and value added taxes, are excluded.

When the inflow of cash or cash equivalents is deferred and the agreement includes in substance a financing
transaction, the fair value of the consideration is the present value of all future receipts that is determined using the
implicit interest rate.

The implicit interest rate is the one that can be determined more clearly using the following:

+  The prevailing rate for the same type of issued instruments having the same credit rating, or

«  Aninterest rate that discounts the nominal value of the instrument to the current cash sale price of geods or
services.

The difference between the present value of all future receipts and the nominal value of the consideration is
recognized as interest income.,

The group's revenues represent the followings:
Revenue from sale of goods:

Revenue arising from the sale of goods is recognized and an invoice is issued when all of the following conditions are

met.

1. Transferring the significant risks and benefits of commodity ownership to the buyer.

2. The group does not retain the right of continuous administrative intervention to the degree usually associated

with ownership nor the right to actual control over the sold goods.

3. The amount of revenue can be measured in a reliable manner.

4. Itis probable that the economic benefils associated with the transaction will flow to the group.

5. The ability to measure the costs incurred or to be borne by the company in relation to the transaction in a relhiable
manner.
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AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

#
Notes to the consolidated financial statements
(AJl amounts in thousands Saudi Riyals unless otherwise staled)
3: Summary of significant accounting policies... (continued)

3.48. Revenue recognition... {(continued)
Other income

Rental income from operating leases is recognized on a siraight-line method over the lease periods. and is included
in other income, and other income is recegnized on an accrual basis.

3.19. Costofrevenue

The cost of revenue consists of production costs and direct industrial overheads This includes the cost of raw
materials used in production, direct labor and other capital costs and operaling expenses associated with preduction.
Cost of goods sold revenue consists of the direct costs and expenses associated with getting the goods ready for the
client.

3.20. Costoffinance

The cost of finance consists of the interest and other costs that the entity incurs in connection with barrowing funds
and obtaining financing facilities. All costs of finance are charged to profits or losses in the period they are incurred
except for costs of finance related to owning or creating an asset that may need time to become ready for the
purpose for which it is intended to be used. They are added to the cost of this asset until it is ready for use in
accordance with IAS 23 (the company does not have any such costs to be capitalized in the current year).

3.21.  Selling, marketing, general and administrative expenses

Selling and marketing expenses consist of the expenses incurred in selling and marketing the goods, which are not
considered part of the cost of revenue.

General and administrative expenses consist of those that are direclly refated to the management and which are not
considered product costs.

3.22. Board of directors’ members remunerations

The total amounts paid to members of the Board of Directors include attendance of meeting fees. bonuses and
expenses and are in accordance with, and within the limits, the requirements of the companies’ Act, the guidelines of
the Capital Market Authority, and the articles of association of the company.

3.23. Earnings per share

Basic earnings per share and diluted earnings per share (if any) are presented for ordinary shares, where basic
earnings per share is calculated by dividing the profit or loss of ordinary shareholders of the group by the weighted
average number of ordinary shares outslanding during the year, adjusted for the number of ordinary shares
repurchased or issued during the year. Diluted earnings per share is calculated by adjusting the Group's reduced
profit or loss of ordinary shareholders and the weighted average number of shares outstanding during the year for the
effects of all the discounted ordinary shares that are |ikely to be issued.

3.24. Dividends

Dividends are recorded to the sharehalders of the company upon approval of these dividends by the general
assembly of shareholders in accordance with the Companies Act in the Kingdem of Saudi Arabia.
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AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
#

Notes to the consolidated financial statements
(Al amounts in thousands Saudi Riyals unless otherwise stated)

3. Summary of significant accounting policies... (continued)
3.25. Operating segments

The business sector is a group of assets and operations associated with providing products or services that are
subject to risks and returns that differ from those of other business sectors. The geographical sector includes
providing products or services within a specific economic environment that are exposed to risks and returns that differ
from those related to sectors operating in other economic environments.

4. Changes in significant accounting policies and the new standards

4.1. The new and amended standards that are applied but not have a material impact on the financial
statements:

There are no new standards that have been applied, however, a number of amendments to the standards are
effective as of January 01, 2020, but do not have a material impact on the financial statements of the company, and
the following is a summary of the amendments applied by the company:

The standard ~Interpretation Description Effective date

Conceptual framework Amendments to the conceptual framework references in | January1, 2020
IFRSs

IFRS 3 Amendments to the standard related to definiton of January1, 2020
business

international Accounting Standard | Amendments to the standard related to the definition of | January1, 2020
No. 1 and International Accounting | materiality
Standard No. 8

IFRS 16 Amendments to the standard related to fare reduction June 1, 2020
related 1o the pandemic of COVID-19

4.2, The new and amended standards those are not effective and not applied:

The standard ~Interpretation Description Effective date

IFRS 17 Insurance contracts January1, 2021

International Amendmenits o the standard relating to property, plant | January1, 2022

Accounting Standard No.16 and equipment - proceeds prior to infended use

IFRS 3 Amendments to the standard related to reference to the | Januaryt, 2022
conceplual framework in IFRSs issued in March 2018 ) |

International Accounting Standard Amendments to the standard related to ineffective January1, 2022

No. 37 conlracts - the cost of fulfilling a contract

Annual improvements to IFRSs for | Annual Improvements include amendments to three January1, 2022

the 2018-2020 cycle standards:

- International Financial Reporting Standard No. 1
"First-time application of IFRSs"

- IFRS 9 "Financial Instruments”

- IFRS 41 "Agriculture”

IFRS 10 and IAS 28 Amendments to (sale or contnbution of assets between | Available for
the investor and its associate or joint venture} optional application
Effective date not
yet specified
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AL ABDULATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements
(All amounts in thousands Saudi Riyals unless otherwise stated)

6. Investment properties
31/12/2020 31/12/2019
Land* 50,000 50,000

*  Investment properties represent real estate contribution in a plot of fand in Madinah (for the purpose of obtaining
revenue or capital profit) at a rate of 14.58% under land sharing contract between the company and one of the
local investment properties companies in which name the title deed was registered. It is also entitied to sell or
dispose of the land without referring to the company, and in that case the sale value and profits are distributed
according to the participation percentage immediately after the sale.

The fair value as at December 31, 2020, amounted to SR 57,140 thousand {2019:SR 55,354 thousand) according to
the evaluation of the company's share in this land by (Adwa Al-Arab Company License No. 1210C00848) as
accredited valuer as at December 31, 2020 and 2019.

7. Leases

71. Right-of-use assets - net

Right- of- use land

31/12/2020 31 19
Cost:
Balance at the beginning of year 20,978 20,978
Balance at the end of year 20,978 20,978
Accumulated depreciation:
Balance at beginning of year 1,580 -
Depreciation of the year (note 23) 1,580 1,580
Balance at end of year 3,180 1,590
Net book value at end of the year 17,798 19,388
7.2, Leases’ obligations

31/12/12020 31/12/12019
Balance at the beginning of year 19,761 20,998
Less: paid during the year (2,395) (2,242)
Charged to the cost of finance (note 27) 967 1,005
Present value of obligations 18,333 19,761

Lease obligations are presented in the statement of financial position according to the current portion - within the
current liabilities (represent the part payable to be paid within a year) and the non-current portion - within the non-
current liabilities (and the remainder of the liability less the current portion) as follows: -

31/12/2020 31/12/201
7.2.1. Leases obligations — Current portion 1,202 1,293
7.2.2. Leases obligations -~ Nen-current portion 17,131 18.468
18,333 19,761
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AL ABDULATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements
(All amounts in thousands Saudi Riyals unless otherwise stated)

9. Inventory - net
11121202 31/12/2019

Raw materials 216,723 261,130
Production in progress 18,390 17,350
Finished preduction 105,158 101,134

340,271 379,614
Less: Provision for impairment of inventory (9.1) (4,604) (4,673)

335,667 374,941
9.1. Movement in impairment of inventory

311 1112/201

Balance at beginning of the year 4,673 5071
Provision no longer required (note 26) (69) (398)
Balance at end of the year 4,604 4,673

Provision for impairment of inventory is based on the nature, life and expiry date of the inventory. sales forecasts
based on past trends, and olher qualitative and technical factors.

10. Trade receivables - net
31/12/2020 31/12/2019
Trade receivables * 361,586 371,492
Provision for impaiment of trade receivables ** (note 10.1) (15,401) (10,401)
346,185 361,091
10.1.  Movement of provision for impairment of trade receivables**
31/12/2020 31/12/2019
Balance at beginning of the year 10,401 8,301
Provided during the year (note 25) 5,000 ) 2,100
Balance at end of the year 15,401 10,401
The following analysis for aging of trade receivables as at December 31:
31/12/2020 3111212019
Until two months 101,701 81,764
From two months to three months 38,140 43,883
More than three months 221,745 245,845
361,586 371,492

*  The Group does not impose any fines or interests on delayed payments from clients.

" Prowvision for impairment of trade receivables has been calculated based on their aging and date.
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AL ABDULATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements
(All amounts in thousands Saudi Riyals unless otherwise stated)

i1. Transactions with related parties
11.14.  Due from related parties
Nature of Relationship 1/12/2020 11212019
‘ Related to one of Board of
Al Abdullatif Furniture Company Directors members 38.798 38‘452
11.2.  Due to related parties
Nature of Relationship 31/12/2020 31/12/2
Related to one of Board of
Natural Gas Distribution Company Directors members 185 -

11.3.  Significant transactions with related parties

Type and size of transactions with related parties

Sales and services Purchases and

Payments and

rendered services received repayments
Al Abduliatif Furniture Company 33,913 (366) (33,201)
Natural Gas Distribution Company - (1,740) 1,565

The Group evaluates the impairment of amounts receivable from related partes through reviewing the financial
position of related parties and markets in which they operate at each financial pericd. The management believes

that there are no indications of impairment of balance payable as at December 31, 2020.

11.4. Key management personnel compensation

31/12/2020 31/12/2019

Salaries and benefils of executive Board of Directors members 896 988
Board of Directors members remunerations 400 400
Allowance for attendance of Board of Directors’ meetings 42 54
1,338 1,442

The General Assembly has resolved in its meeting dated 10/06/2020 (corresponding to 18/10/1441H) to pay sum
of SR 400 thousands to Board of Directors members as a remuneration for the financial year ended 31/12/2019.

12. Prepaid expenses and other debit balances
3171212020 31/12/2019
Advances to suppliers 9,477 16,545
Prepaid insurance expenses 5,110 5768
Visas, igama and work permit 1,848 4,083
Employees imp rests 1,843 1,805
Prepaid expenses 1.260 1,607
Value-added taxes - 1,843
Other 7979 8.768
27,517 40,619
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AL ABDULATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements
(All amounts in thousands Saudi Riyals unless olherwise stated)

13. Investments at fair value through profits or losses

31/12/2020 31/12/2019
Balance at beginning of the year 16,258 -
Additions during the year - 14,759
Profits on re-valuation of investments at fair value 309 1,499
Disposals by sale (7,817) -
Balance at end of the year 8,750 16,258

*  Invesiments represent shares of listed Company (Saudi Arabian Oil Company — Aramco) with less than 1% of
the share capital of the investee. Number of shares of the investee as at December 31, 2020, is 250,000
shares (2019: 461,227 shares). The fair value was measured in accordance with disclosed share price as at
December 31, 2020. Profils or losses of evaluation have been recognized through profits or losses.

14. Cash and cash equivalent

31/12/2020 31/12/2019
Cash on hand 682 1,781
Local banks - current accounts with Saudi Riyal 57,546 59,620
Local banks — current accounts with foreign currencies 18,423 8,282

76,651 69,683

15. Share capital

3111212020 31/12/2019
Balance at end of the year 812,500 812,500

The Company's share capital is S.R. 812,500 thousand divided into 81,250 thousand shares with a nominal value
of SR. 10 each. The shareholders subscribed to the entire capital of the Company. There were no changes in
share capital during the current financial year.

186. Statutory reserve

31/12/2020 3111212018
Balance at end of the year 241,429 241,429

In accordance with the Regutations for Companies and Company's Article of Association, the Company is required
to transfer 10% of the annual net income to the statutory reserve, This transferring shall be discentinued when the
statutory reserve amounts to 30% of the share capital,

The amount of statutory reserve was not set in the presented financial stalements because the company incurred a
net loss for the current year.
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AL ABDULATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements
(All amounts in thousands Saudi Riyals unless otherwise stated)

17. Employees' defined benefit obligations

The Group submitted a defined benefit plan in line with the Labor Law requirement in the Kingdom of Saudi Arabia.
The end-of-service benefit payments under the plan are based on the employees' final salaries and allowances and
their cumulative years of service at the date of their termination of employment. Employees end-of-service benefit
plans are unfunded plans and the benefit payment obligation are met when they fall due upon termination of
employment

The movement during the period was as follows:

31/12/2020 31/12/2019
Balance at beginning of the year 11,385 10,605
Cos!t of current service (note 23) 4,243 3,243
Paid during the year (3,313) (2,684)
Actuarial losses "charged to other comprehensive income™ 1,113 221
Balance at end of the year 13,428 11,385

Actuarial assessment was carried out with using exgected credit unit method to measure present value of employees'
defined benefit obligations at December 31, 2020 related to employees end-of-service benefit payable under Labor
Law in the Kingdom of Saudi Arabia. This assessment is based on basic actuarial assumptions inciuded the
following:

Significant actuarial assumptions used 31/12/12020 31/12/2019
Discount rate 1.92% 1.92%
Average annual salary increase 1% 0%
Staff turnover rate 5% 5%
Retirement age 60 60
Sensitivity analysis

Sensitivity analysis is based on method that concludes the effect on employees defined benefit obligations upon
occurrence of a change in one of basic actuarial assumplions by keeping all the other assumptions fixed. The
following quantitative sensitivity analysis of assumptions used to measure employees defined benefit obligations:

31/12/12020 31/12/2019
Basis as per actuarial assumptons used: 13,428 11,385
Sensitivity of employees defined benefit obligations due to change
if one assumption
Discount rate (increase by 1%) 13.240 11,296
Discount rate (decrease by 1%) 13,625 11,473
Staff turnover rate (increase by1%) 13,461 11,355
Staff turnover rate (decrease by 1%) 13.3%0 13,340

Sensitivity analysis may not represent the actual change in employees defined benefit obligations but provides only a
report approximate to the sensitivity assumptions as it is not possible that the change will occur in the assumptions
separately.
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AL ABDULATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements
(All amounts in thousands Saudi Riyals unless otherwise stated)

18. Banks - credit facilities

31/12/2020 31/112/2019

Commercial Tayseer finance and short-term Murabaha 66,653 145,881
Less: deferred finance commissions (349) (1,508)
66,304 144,355

*  Under facilities agreements signed with local banks, the Company obtained short-term credit faciiities with sum
of SR 556.7 million for the follewing all short term purposes:

- Finance to purchase and import the raw materials necessary for production.

- Finance the operational cycle of the Company and working capital

- Purchase of materials via the opening account of Sabic Company.- Letters of credit and guarantees.

- Murabaha and Tawarruq.- Hedging from fareign currency risk

And this under the following guarantees:
- Promissory notes with maximum amount of the facilities - General agreemant to finance Islamic trading.
- Main hedge agreement.

19. Trade payables

3112 31/12/120
Suppliers 12,879 5,948
Notes payable 3 11,786
12,879 17,734
20. Accrued expenses and other payables
/12/2020 /1212019
Staff accruals 5471 10.051
Value-added tax 764 -
Advances from clients 3,361 5,361
Deferred revenue 468 471
Board of Directors remuneration payable 400 433
Other accrued expenses 6,394 6273
16,858 22,589
21. Provision for zakat
21.1.  Provision for adjusted income
31i12/2020 1/12/2019
Net (loss) profit for the year (2.367) 6.253
Amendments 1o net (loss) profit for the year 9243 4623
Net amended income not subject to zakat 6,876 10,876

21.2.  Calculation of zakat

The group filed a consolidated zakat return for the group as a whole (the parent company and its subsidiaries) under
the consolidated financial statements, and the approximate zakat base for the group as at December 31, 2020
consists of the following items:
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21. Provision for zakat... (continued(

21.2.  Calculation of zakat ... (continued)

314/12/2020 31/12/2019
Net amended income subject to zakat 6,876 10,876
Add: elements subject o zakat 1,200,135 1,182,324
Less: elements not subject to zakat (449.219) (479,933)
Total base 757,792 713,267
Zakat base for the year 783,247 735,093
Zakat for the year 19,581 18,381

- Zakat payable is calculated on the higher basis of 2.5% of the Zakat base or of the adjusted net income.
- Zakat was calculated on the basis of 2.5% of the Zakal base.

21.3.  Movement of provision for zakat

31/12/2020 31/12/2018
Balance at the beginning of year
Paid during the year 18,381 18,174
Zakat for the year (18,826) (17.719)
Provision for expected zakat claims 19,581 17,926
Provided for the year 2,883 -
Balance at the end of the year 22 464 17,926

22,019 18,381

21.3.  Status of zakat
The group has finalized its Zakat status with the General Authority for Zakat and Tax (GAZT) until 2014.

The Group filed the consolidated zakat retum for the year ended at December 31, 2018, and obtained a certificate
valid until April 30, 2021.

Zakat has been calculated for the subsidiaries mentioned in note (1) within the consolidated financial statements of
the group, and the group is obligated to account for it before the General Authority for Zakat and Tax (GAZT), and
each subsidiary is charged with its own zakat payable according to the group’s policy of redistributing the zakat
among the subsidiaries.

22. Revenue
31/12/2020 31/12/2019
Local sales 248,529 316,701
Export sales 217,565 283,805
466,094 600,506
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23. Cost of revenue
3111212020 31/12/2019
Inventory of raw materials at the beginning of the year 261,130 259,753
Local purchases 107 426 202 871
Import purchases 93,449 125,931
Less: Inventory of raw matenals at the end of the year (216,723) (261,130)
Cost of materials used in production 245,282 327,425
Production in progress at the beginning of the year 17,350 20,793
Industrial and operating supplies expenses 913 1,230
Salaries, wages, allowances and equivalents 65,749 79,231
Social insurance 3,196 3,389
Accommeodation and catering 4,389 3,749
Risk insurance 6,756 6,386
Water and electricity expenses 27,791 33,780
Motor vehicles and fuel expenses 3,640 4,231
Visas, igama and work pemits 6,993 12,357
Cost of maintenance and spare parts 14,765 16,535
Medical insurance and medication 4,285 2,898
Depreciation of right-of-use assets (note 7.1) 1,580 1,590
Depreciation of property and equipment (note 5) 49 560 53,388
Employees' defined benefits obligations (note 18) 4,243 3243
Other direct expenses 1,688 2027
Less: production in progress at the end of the year (18,390) (17.350)
Cost of finished production 439,820 554,882
Inventory of finished production at beginning of the year 101,134 105,718
Less: Inventory of finished production at end of the year (105,158) (101,134)
435,796 559,466
24. Selling and marketing expenses
31/12/12020 31/12/2019
Salaries , wages and benefits 1,212 1,244
Local purchases Transportation, freight and goods distribution expenses 10,220 9,179
Sale incentives 1,461 2,062
Samples 734 390
Insurance expenses 332 218
Rent 280 427
Motor vehicles and fuel expenses 188 150
Medical insurance and medication 15 25
Depreciation of property and equipment (note 5) 6 144
Visas. iqgama - 35
Adverising and others 1,162 4,432
15,608 18,306
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25. General and administrative expenses
31/12/2020 31/12/2018
Salaries , wages and equivalents 9,132 10829
Impairment of trade receivables (note 10) 5,000 2100
Professional fees 1,960 822
Fees and subscriptions 1,313 915
Postage , telephone and internet 644 610
Remunerations and expenses —Board of directors and committees’ meetings 612 624
Stationary and printings 525 987
Bank charges 499 547
Buffet and cleaning 388 376
Motor vehicles expenses 77 45
Maintenance and repair 73 524
Miscellaneous expenses 1,079 755
21,302 19,134
26. Other income
31/12/2020 2120
Rental 5,348 5477
Catenng income for related companies 837 775
Gains on sale of property and equipment 153 102
Provision for inventory no longer reguired (note 9.1) 69 398
Miscellaneous income 708 303
7,115 7,065
27. Net cost of finance
3111212020 31/12/2019
Income from bank deposits (104) (42)
bank facilties interest 2,763 4,938
Leases interest 967 1,005
3,626 5,901

28. {Loss) per share

The basic {loss) per share was calculated on the basis of the net {loss) proft for the year attributable to the
shareholders of the company amounting to SR 24,831 thousand (2019: SR 11,673 thousand) divided by the
weighted average number of issued shares equal to 81,250,000 shares (2018 - 81,250,000 shares), and the diluted
share {loss) was equal to the basic share (loss).
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28. Segment information

The Group's operating segments are represented in two main seclors (the carpet, rugs and related products sector,
and the blankets sector). Below is a summary of some of the financial information for the main business sectors for

the year ended December 31, 2020 (compared to the year ended December 31, 2019).

carpet, rugs and

Description/sector related products Blankets Total
For the year ended December 31, 2020
Revenue 403,425 62,669 466,094
(377,850) (57,946) {435,796)
Gross profit 25.575 4,723 30,298
Net (loss) of the year (23,071) (760.,1) (24,831)
Property, plant and equipment-net 278,910 19,735 298,646
Total assets 1,147,408 135,379 1,282,787
Total liabilities 41,117 109,855 151,082
For the year ended December 31, 2019
Revenue 529,982 70,524 600,506
Cost of revenue (494,421) (65,045) (559,466)
Gross profit 35,561 5479 41,040
Net (loss) of the year (10,925) (748) (11,673)
Property, plant and equipment-net 318,080 23,238 341,298
Total assets 1,238,256 145,851 1,384,107
Total liabilities 116,034 119,247 235,281

- Geographical distribution of sales

The group operates in the Kingdom of Saudi Arabia, which is considered the main domestic market, and also sells its
products in major markets outside the Kingdom, mainly concentrated in the countries of the Gulf Cooperation Council,
America, Africa, Europe, Australia and others. The following is @ summary of the geographical distribution of sales for
the year ending on December 31, 2020 Compared to the year ended December 31, 2019).

3111212020 31/12/2019
Domestic sales (inside Kingdom of Saudi Arabia) 248,529 316,701
Export sales (outside Kingdom of Saudi Arabia)
Asia continent 68,592 104,602
North America 39,020 72,173
Africa continent 28.452 26,018
Europe, Australia and others 81,501 81,012
217,565 283,805
466,094 600,506
30. Contingent liabilities and capital commitments
31/12/2020 31/12/2019
Total contingent Insurance paid Total Insurance
liability contingent liability paid
23,555 - 17,827

Letter of credits and guarantees
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31. Financial instruments and risk management

The group's activities are considered exposed to various financial risks and these risks include: liquidity risk, credit
risk and market risk, which consists of (currency risk, fair value risk, cash flow commission rate and price risk), The
Group's overall risk management program focuses on unexpected financial market fluctuations and seeks for the
possibility of minimizing potential negative impacts on the group's financial performance 1o a minimum limit.

The group’s financial instruments consist of financial assets and they represent (cash and cash equivalents; trade
receivables, investments at fair value through profit or loss and other receivables) and financial liabilities represent
(Banks - credit facilities, trade payables and other payables) The risks include:

31.1.  Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in securing the funds necessary to meet its obligations in
financial instruments. Liquidity risk may result from the inability to sell a financial asset quickly at an amount close to
its fair value. The Group manages liquidity risk and monitors it on a regular basis to ensure that sufficient cash funds

are available through bank facililies available to meet any future obligations

The Group's terms of sales stipulate that payments are made in cash upon delivery of the goods or on a credit sale
basis, according to credit terms, in which the payment period usually ranges between 30 to 180 days.

All current liabilities are expected to be paid within 12 months from the date of the financial statements. Trade
payables are usually paid within 30 to 60 days from the date of purchase.

December 31, 2020

Upon requestor

From 1 yearto §

More than § years

Net book value

less than one year years
Banks- Credit facilities 66,304 - 66,304
Trade payables 12,879 - 12,879
Due to refated parties 185 - 185
Other payables 6,394 - 6,394
85,762 - 85,762

December 31, 2019

Upon request or

From 1 yearto 5

More than 5 years

Net book value

less than one year years
Banks- Credit facilities 144,355 - 144,355
Trade payables 17,734 - 17,734
Other payables 6,273 - 6,273
168,362 - 168,362
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31. Financial instruments and risk management...(continued)

31.3. Creditrisk

It is the risk of financial loss that falis on the group as a result of the failure of the customer or counterparty in a
financial instrument to fulfill his contractual obligations. These risks arise mainly from bank cash and receivables. The
group limits its credit risk related to these receivables by setting credt limits. For each client, the outstanding
receivables are monitored according to specific policies and procedures. Cash is also deposited at banks with a high
credit rating.

The followings are the carrying values of financial assets that represent the maximum credit risk:

31/12/2020 31/12/2019
Cash at banks 75,969 67,902
Trade receivables 345,185 361,091
Other receivables 7,890 8,017
430,044 437,010

Accounts receivable are stated net of provision for impairment of trade receivables and sales discounts and returns,
The Group applies the simplified version of ECL measurement by grouping receivables on the basis of common
credit risk characteristics and the days in which they are due.

31.3.  Market risk

Market risk is the risk of fluctuation in a financial instrument due to changes in prices prevailing in the market such as
foreign exchange rates, interest rates, and stock prices, which affect the group's income or the value of financial
instruments it owns. The objective of market risk management is to manage and control market risk exposures within
acceptable limits while maximizing retums.

The market risks that the group is exposed represent the followings:
Currency risk

- The risk of change in the value of financial instruments due to changes in foreign exchange rates, which affects
payments and receipts in foreign currencies, as well as the valuation of assets and liabilities in foreign
currencies.

- The group is subject to risks of fluctuations in foreign exchange rates during its normal business cycle, and the
management continuously monitors changes in foreign exchange rates and manages the impact on the financial
statements.

Fair value risk

Fair value is the value at which an asset is exchanged or a liability settled between willing and willing parties to deal
on the same terms and principles as in dealing with other parties. Since the group's financial statements are prepared
on the basis of the historical cost method, differences may result between the book value and the fair value
estimates. In the opinion of the management, the fair value of the group's financial assets and liabilities approximates
its carried forward balances,

Afinancial instrumentis considered quoted in an active market if the quoted prices are readily and regularly available
from Foreign exchange dealer, broker, industry group, pricing services or regulatory body, and that prices represent
aclual and regular market transactions on a commercial basis.
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31. Financial instruments and risk management...(continued)
31.2.  Market risk...(continued)
Fair value risk...(continued)

When measuring fair value, the group uses observable market information whenever possible. Fair values are
classified within different levels in the fair value hierarchy based on the inpuls used in the valuation metheds as
follows:

Level 1: Quoted (unadjusted) prices in active markets for similar assets or liabilities that may be acquired on the date

of measurement.
Level 2: Inputs other than quoted prices that are included in Level 1 that are observable for assets or liabilities

directly (like prices) or indireclly (derived from prices).
Level 3: Inputs for assets or liabilities that are not based on observable market information (unobservable inputs).

If the inputs used to measure the fair value of the asset or liability fall into different levels of the hierarchy, the fair the
fair value measurement is categorized entirely in the same level of the fair value hierarchy as the lowest level input is
considered material to the full measurement.

The Group recognizes transfers between levels of the fair value hierarchy at the end of the reporting period in which
the change occurred. During the year there were no transfers between the fair value leve!s of Level 1 and Level 2.

Where the group’s financial instruments are grouped according to the histarical cost principle, except for investments
and derivalive financial instruments that charged with the fair value, differences may arise between the book value
and the fair value estimates. The management believes that the fair value of the group's financial assets and liabilities
are not materially different from their carrying value.

Followings are the financial assets measured at fair value:

Assets Levell Level2 Level3 Total

Investments at fair value through other comprehensive - - 82,775 82775

income

Investments at fair value through profit or loss 8.750 - - 8,750

Total assets at fair value 8,750 z 82,775 91,525
C—— C—— — S—

Interest rate risk (commission)

Interest rate risk {(commission) is the risk related to the effects of fluctuations in market interest rates (commissions)
on the group’s financial position and cash flows.

Commodity price risk
Commodity price risk is the risk associated with changes in the prices of certain commodities to which the group is

exposed to by unfavorable effect on the costs and cash flows. These risks arise in commodity prices from the
expected purchases of some commodities from the raw materials used by the group.
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32. Amendment of disclosure in prior years’ financial statements:

In accordance with the managerial decision issued at June 15, 2012 to amend the estimation of the useful lives of
plant and equipment, the remaining useful lives of this item have been estimated with useful lives ranging from 12 to
20 years according to the specifications of each machinery, its operating conditions, maintenance requirements, and
other factors affecting the useful life. The estimated annual depreciation of the item was calculated accordingly,
starting from the fiscal year ended December 31, 2012 until to date. However, the useful lives in the financial
statements for the years from 2012 to 2019 were disciosed with a useful life of 12 years and not a useful Iife ranging
between 12 to 20 years.

Therefore, the disclosure has been amended in the financial statements for the current year 2020 (note No. 3.2}, and
this had no effect on the amounts that were presented in the current financial statements or prior years.

Estimated Useful lives of property, plant and equipment

ftem Useful life before Estimated useful life after
amendment amendment of prior years’
£ errors
Plant .equipment and major spare pars 12 1210 20 years

33. Comparative figures

Certain comparative figures for the previous year have been reclassified to conform 1o the presentation of the
financial statements for this year.

34, Significant events

At the beginning of the year 2020, the novel corona pandemic (Covid-19) spread, causing disruption to business and
economic activities all over the world, including the Kingdom of Saudi Arabia and the Kingdom took many
precautionary measures to confront all the negative effects resulting from that pandemic.

This required the group's management to reassess the key assumptions, estimates and sources applicable to the
group's financial statements for the year ended December 31, 2020.

During that year, management evaluated all effects on the group's operations and aclivities, and based on this
evaluation, there was no need to make any matenal adjustments to the financial statements for the financial year
ended December 31, 2020. However, given the current uncertainty, any fulure change in assumptions and estimales
upon which resulls may arise, require making substantial adjustments to the book values of assets and / or liabilities
in future periods, and in view of the rapid development in the current situaticn with the existence of uncertainty about
the future, management will continue to evaluate the impact based on developments in fulure.

35. Events subsequent to the date of the financial statements

Management believes that there are no significant subsequent events from the date of the statement of financial
position at December 31, 2020 until the date of approval of the financial statements that may have a material impact
on the financial position of the group appearing in these financial statements.

36. Approval of the financial statements

These consolidated financial statements for the year ended December 31, 2020 were approved for issuance by the
Group’s Board of Directors on March 24, 2021.
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