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INDEPENDENT AUDITOR'S REPORT Kt Diicn - Jeckasty

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 accompanying consolidated financial statements of Al Abdullatif Industrial 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 of December 31, 2021, the consolidated statement of profit
or loss and other comprehensive income, the consolidated statement of changes in shareholders’ equity and the
consolidated statement of cash flows for the year then ended and the accompanying notes (1) to (34) to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all matenial respects, the financial
position of the Group as of December 31, 2021, and its financial performance and its cash flows for the year then
ended, in accordance with the International Financial Reporting Standards (IFRS) as endorsed in the Kingdom Saudi
Arabia and other standards and pronouncements that are issued by the Saudi Organization for Chartered and
Professional Accountants - SOCPA and appropriate to the Group’s circumstances

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 respensibilities for the
audit of the consolidated financial statements section of our report. We are independent of the Group in accordance
with the professional code of conduct and ethics that are endorsed in the Kingdom of Saudi Arabia that are relevant to
our audit of the consolidated financial stalements, and we have fulfilled our other ethical responsibilities in accordance
with these requirements; We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Key audit matters

The key audit matters are those matters which, according to our professional judgment, were of most significance in
the course of our audit of the consolidated financial statements for the current year, These matters were addressed in
the context of our audit of the consolidated financial statements as a whole and in forming our opinion thereon and we
do not provide a separate opinion on these matters,
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REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS...(continued)

The following are descriplion of each of the key audit matters and how we addressed them:

Revenue recognition o
The key audit matter How our audit addressed the key audit matter

————

Revenue recognition is considered a key audit | The audit procedures which we performed, among other matters
matter as revenue is an important element of the | based on our judgment, included the following:

Group's performance and results and includes | .  Tested the design of internal control procedures and their

inheri} risks tha_t may cause the management to effectiveness in relation to recognition of revenue and the
override the internal control procedures by related receivables thereof.

recognizing revenues with more than their actual

value in order to achieve the goals or to improve the | ° Tested the cut-off procedures to ensure recording of revenue in

Group's results. their correct Pe'bdc:-l :

2 : * Performed analytical procedures to understand the causes o
As stated in note (22), the Group realized for the revenue variance compared with the previous year and verify
year ended December 31, 2021 a total revenue their logic and determine whether there are significant
amounting to SR 641,516 thousand (2020: fluctuations which need additional review in the light of our
SR466.094 thousand). understanding of the current market conditions

« Performed detailed tests to a sample of the sold products and ‘
1 verify the proper application of revenue recognition policy.

*  Verified the appropriateness of the accounting policy to realize '
the Group's revenue in accordance with the requirements of |
IFRS 15: Revenue from Contracts with Custamers, .

* Refer to notes (3.17) to the consclidated financial statements regarding the accounting policy related to revenue.

Recoverability of trade receivables AT = e vl
The key audit matter How our audit addressed the key audit matter

The collectability of trade receivables is considered | The audit procedures which we performed, among cther matters
a key audit matter being a major element by (he based on our judgment, included the following:

g:‘g;:za S:Q:L"zf:gg‘;hgasfs ?ﬁdﬂg‘ugm": + Tested the Group's procedures for controlling receivables, |
determination of impairment of trade receivables including controls over credit terms. _

using expected credit losses models includes | ° Tested a sample of receivable balances being provided for
significant judgments and estimates that may have during the year to detem_1ine the appropriateness of judgments,
a material impact on the Group's consolidated estimates and assumptions set by the Management, and to
financial statements assess the approaches performed by the Group in order to |
) determine the probability of default and the extent of including

Management makes significant  judgments, the information reiated to the fulure expectations when
estimates and assumptions to measure and record accounting for the expected credit losses.
expected credit losses. * Performed an analysis of significant receivables that are more

than one-year-old and no provision has been made for them by
the Group’s Management, taking intc account the collections of
the subsequent period to determine whether there are
indicators of impairment

+ Reviewed arrangements and/or correspondence with internal
and external clients' receivables for the purpose of assessing
collectability of long-standing overdue material amounts.

+ Evaluated the adequacy of the disclosures included in the
financial statements in accordance with the requirements of
IFRS §: Financial Instruments and IFRS 7: Disclosures.

* Refer to note (3.16) to the consolidated financial statements of the accounting policy related to financial instruments. |

As indicated in note (10). the total balance of trade
receivables as of December 31, 2021 amounted to
SR 429,509 thousand (2020: SR 361,586
thousand), and a provision of SR 19,003 thousand
(2020: SR15,401 thousand) was made for expected
credit losses as of December 31, 2021,
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REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS...(continued)

_Inventory evaluation: e St

4

The key audit matter . How our audit addressed the key audit matter !

Inventory is considered a key audit matter due to the | The audit procedures which we performed. among other
nat:.ge 9f the l;ctivity of the Group that depends primarily | matters based on our Judgment, included the following:

on the inventory in generaling revenue and the exten
its impact on bl?sinegss result? and beca:s: ge v:lt:attk:: *  We attended and observed the Group's annual inventpry *
of inventory and determination of its impairment require count as of December 31, 2021 to verify the physical
using several key assumptions and estimates that may existence and the good condition of a sampie being
have material impact on the Group's financial randomly selected from items,

+ Tested the validity of inventory measurement at the lower
statements. :
of cost or net recoverable value Also, we reviewed the
As stated in note (9), the total balance of inventory as of Group's policy to determine the cost using the weighted
December 31, 2021 amounted to SR 335,754 thousand average method,

(2020: SR 340,271 thousand). A provision was made for | * Tesied the reasonableness of estimates used by the
impairment of inventory as at December 31, 2021 Group to examine the impairment of obsolete and slow-

amounting to SR 5466 thousand (2020 SR 4,604 VRN SNGRRY.

thousand). +  Evaluated the adequacy of the disclosures included in the |
| financial statements in accordance with the requirements
‘ of the relevant IFRS,

— |
* Refer to note (3.5) to the consolidated financial statements of the accounting policy related to inventory o

" Property, plant and equipment: ESENE
The key audit matter How our audit addressed the key audit matter

Property, plant and equipment are considered a key audit | The audit procedures which we performed, among other
matter as measurement of depreciation and impairment | matters based on our judgment, included the following:

of property, plant and equipment requires the « Examined and reviewed the internal controls related o

Management to make judgments, assumptions and : : . "
estimates related to determining the useful life and financial operations in connection with property, plant and

method of depreciation and perform a test for the equipment. :

impairment of p%peny plant an% equipment (if any). +  Performed an analytical and dpcumentary study for ‘
’ movements of additions and disposais made to the

As indicated in note (5), the net book value of property, account of property, plant and equipment

plant and equipment as of December 31, 2021 amounted | *  Verified the physical existence and ownership of the Group |

to SR 228,584 thousand (2020; SR 298,646 thousand). of such property, plant and equipment.

* Verified the correctness of the computation of
depreciations according to the Management's estimates
for the useful life.

* Verified that there are no indicators of impairment of
property, plant and equipment that require an impairment
review.

* Verified the correctness of the presentation, disclosure and
accounting policies in accordance with the relevant IFRS.

* Refer to note (3.2) to the consolidated financial statements of the acceunting policy related to property, plant and
equipment. i e
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REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS...(continued)
Other information

Other information consists of the information included in the Group's annual report for the year ended December 31,
2021 other than the consolidated financial statements and the auditor's report thereon. The Group's Management is
responsible for the other information mentioned in its annual report. Itis expected that the annual report will be available
to us subsequent to the date of this auditor's report.

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

With regard to our audit of the consolidated financial statements, it is our responsibility to read the information stated
above, and in doing so, we consider whether the other information is materially inconsistent with the consolidated
financial statements or the information we obtained during the audit process, or otherwise appears to contain a material
misstatement.

When we read the other information and discover thal there is a material misstatement therein, we must communicate
with those charged with govemance accordingly.

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

Management is responsible for the preparation and fair presentation of the consclidated financial statements in
accordance with IFRS as endorsed in the Kingdom Saudi Arabia and other standards and pronouncements that are
issued by SOCPA, and the provisions of the Companies Law and the Company's Articles of Association and for such
internal control as Management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Management is responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, malters 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
appropriate alternative but to do so.

Those charged with governance are responsible for overseeing Group's financial reporting process.
Auditors' responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

« |dentify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery. intentional
omissions, misrepresentations, or the override of internal control.

«  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control

+  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disciosuras made by Management

+  Conclude on the appropriateness of Management's use of the going concem basis of accounting and, based on
the audit evidence obtainad, whether a matenal uncenainty exists related to events or conditions that may cast
significant doubt on the Group s ability to continue as a going concern, If we conclude that a matenal uncertainty
exists, we are required to draw attention in our auditor's repon to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate, to modify our opinion. Qur conclusions are based on
the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may
cause the Group to cease to continue as a going concern.

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

We communicate with those charged with govemance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
icentify during our augit.

We also provided those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and we commuricated with them all relationships and other matters that
may reasonably affect our independence, and relaled safeguards, if required.

Among the matters communicated to those charged with governance, we identify those matters that we considered
most significant when auditing the consolidated financial statements of the current period, and which are
considered main audit matters. We explain these matters in our report unless a law or regulations prevent public
disclosure of a matter, or when we see, in extremely rare circumstances, matters that should not be reported in our
report because the negative consequences of doing so are reasonably expected to outweigh the public interest of
this reporting

For EL SAYED EL AYOUTY & CO.

Riyadh: March 31, 2022 G.
Shaban 28, 1443 H.
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AL ABDULLATIF INDUSTRIAL INVESTMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)
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Consolidated statement of financial position as at December 31, 2021

(Al amounts in thousands Saudi Riyals unless othenwise stated)

Assets
Non-current assets
Property, plant and equipment - net

Investment properties - at cost

Right-of-use assets — net

Investments at fair value through other comprehensive income
(FVOCI)

Total non-current assets

Current assets

Inventory - net

Trade receivables - net

Due from a related party

Prepayments and other debit balances

Investments at fair value through profits or losses

Cash and cash equivalents

Total current assets

Total assets

Shareholders’ equity and liabilities

Shareholders' equity

Share capital

Statutory reserve

Reserve of valuation of invesiments at fair value
Retained eamings

Total Shareholders’ equity

Non-current liabilities

Lease obligations — non-current portion

Employees’ defined benefit obligations

Total non-current liabllities

Current liabilities

Banks - credit facilities

Lease obligations — current portion

Trade payables

Due to a related party

Accrued expenses and other credit balances

Dividends payable

Provision for zakat

Total current liabilities

Total liabilities
Total Shareholders'

As at December 31,

Note 2021 2020
5 228,584 208,648
8 87,005 50,000
7.1 17,158 17,798
8 94,804 82,775
427,551 449,219
9 350,288 335,867
10 410,508 346,185
111 41,353 38,798
12 41275 27.517
13 8,950 8,750
14 72,430 76,651
924,892 833,568
1,352,443 1,282,787
15 812,500 812,500
16 241,429 241,429
7.491 (4,538)
33,483 82,314
1,094,903 1,131,705
7.2.2 16,639 17,131
17 16,836 13,428
33,475 30,559
18 162,951 66,304
7.2.1 1,315 1,202
19 30,831 12,878
11.2 147 185
20 16,770 18,858
481 1,076
21 21,770 22,019
224,065 120,523
257,540 151,082
1,352,443 1,282,187

The accompanying notes (1) to (34) form an integral part of these consolidated financial statements
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AL ABDULLATIF INDUSTRIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Consolidated statement of profits or losses and other comprehensive income for

the year ended December 31, 2021
(All amounts in thousands Saudi Riyals unless otherwise stated)

Note 2021 2020

Revenue 22 641,516 466,094
Cost of revenue 23 (622,728) {435,796)
Gross profit 18,788 30,298
Selling and marketing expenses 24 (24,541) (15,608)
General and administrative expenses 25 (20,389) (21,302)
Other income 26 5,813 7,115
{Loss) profit from operating activities (20,329) 503
Net cost of finance 27 (2,657) (3,626)
Dividends income 352 447
Profits of valuation of investments at fair value through profits or losses 13 200 309
Net (loss) for year before Zakat (22,434) (2,367)
Zakat 21 (25,320) (22,484)
Net (loss) for the year (47,754) (24,831)
Other comprehensive income:

wi fi 3
Actuarial (losses) of re-measurement of employees’ defined benefits 17 (1.077) (1,113)
Items that will be re-classified to profit or loss:
Reserve of valuation of investments at fair value 8 12,029 8,823
Other comprehensive income items 10,852 7,710
Comprehensive (loss) for the year (36,802) (17,121)
Net (loss) for the year attributable to:
Company's Shareholders (47,754) (24,831)
Net (loss) for the year (47,754) (24,831)
Comprehensive income for the year attributable to:
Company’s Shareholders 36,802) (17,121)
Comprehensive (loss) for the year 36,802) (17,121)
Basic and diluted (loss) attributable to Company's shareholders 28
of net (loss) for the year in Saudi Riyals (0.59) (0.31)

Ch?ﬂ-ncial cer

The accompanying notes (1) to (34) form an integral pan of these consclidated financial statements
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AL ABDULLATIF INDUSTRIAL INVESTMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

Consolidated statement of changes in shareholders' equity for the year ended December 31, 2021

(All amounts in thousands Saudi Riyais unless otherwise stated)

Reserve for
valuation of Total
Statutory investments at Retained shareholders’
Share capital reserve fair value earnings equity
For the year ended December 31, 2020
Balance at January 1, 2020 812,500 241,429 (13,361) 108,258 1,148,826
Net (loss) for the year - - - (24,831) (24,831)
Other comprehensive income for the year - - 8,823 (1,113) 7,710
Net (Joss) and other comprehensive income for the year - - 8,823 (25.944) (17,121)
Balance at December 31, 2020 812,500 241,429 (4,538) 82,314 1,131,705
For the year ended December 31, 2021
Batance at January1, 2021 812,500 241,429 (4,538) 82314 1,131,705
Net (loss) for the year - - - (47.754) (47.754)
Other comprehensive income for the year - - 12,029 (1,077) 10.852
Net (loss) and other comprehensive income for the year - - 12,029 (48,831) (35,802)
Balance at December 31, 2021 812,500 241,429 7,491 33,483 1,094,903
L3
o / =
Chief Finangial Officer BOD’s Member
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AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Consolidated statement of cash flows for the year ended December 31, 2021
{All amounts in thousands Saudi Riyals unless otherwise stated)

Note 2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Net (loss) for the year (47,754) (24,831)
Adjustment for net (loss) for the year:
Dividends income (352) (447)
Depreciation on property, plant and equipment 47,617 49,566
Gains on disposal of property, plant and equipment (1,245) (153)
Depreciation of right-of-use assets 1,587 1.560
Profits of valuation of Investments at fair value through profits or losses (200) (309)
Interests on bank facilities 1,700 2.763
Interests on leases 923 967
Impairment of inventory 941 =
Impairment of trade receivables 3,602 5,000
Employees' defined benefit obligations 6,027 4,243
Provisions reserved - (69)
Zakat 25,320 22,464

38,166 60,784
Changes during the year in;
Inventory (15,562) 39,343
Trade receivables (68,013) 9.906
Due from a related party (2,555) (346)
Prepayments and other debit balances (13,758) 13,102
Trade payables 17,752 (4,855)
Due to a related party (38) 185
Accrued expenses and other credit balances (88) (5,731)
Dividends payable to Shareholders (595) -
Provision for zakat paid (25,569) (18,826)
Employees' defined benefit obligations paid (3,696) (3,313)
Net cash flows (used in) from operating activities (73,956) 90,249
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (15,599) (6,914)
Proceeds from disposal of property, plant and equipment 2,284 163
Dividends income 352 447
Purchase of investments at FVTOCI - (1,575)
Proceeds from disposal of investments at FVTPL - 7.817
Net cash flows (used in) investing activities (12,963) (72)
CASH FLOWS FROM FINANCING ACTIVITIES
Finance cbtained from banks - credit faciiities 252,939 66,293
Finance from banks - credit facllities paid (167,982) {147,107)
Lease liabilities paid (2,249) (2,395)
Net cash flows from (used in) financing activities 82,698 (83,209)
Net (decrease) increase in cash and cash equivalents (4,221) 6,968
Cash and cash equivalentsat beginning of the year 76,651 69,683
Cash and cash equivalents at end of the year 14 72,430 76,651
Supplemental information on non-cash transactions
Right-of-use assets against lease obligations (847) /
Transferred from property and equipment to investment properties 37,005 o

Aut BOD's-Member
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AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the consolidated financial statements for the year ended December 31, 2021
(Al amounts in thousands Saudi Riyals unless ctherwise stated)

4 General

Al Abduliatif Industrial Investment Company (“the company”) is a Saudi Joint Stock Company incorporated in
accordance with the Saudi Companies Law pursuant to Ministenal Resolution No, 3120 on 23/10/1427H (14/11/2006)
and Mimisterial Resolution No, 188 on Z7/7/1427H (17717 2007), upen which the Company received the approval o
convert from a limited labilly company to & Saudi joint stock company. The Company is registered in the commercial
registration of Riyadh under No. 1010073685 on 26/201410H (26/9/1689) valid untit 25/2/1447H (19/8/2025). The
mailing address of the Company's head office is: Riyadh, P.C. Box 859, Postal Code 11421.

1.2 Main activities of the Company:

Industry, Floor rug manufacturing including (prayer and travel rugs) and carpet manufacturing under industral license
No. 411 on 13/2/1438 H,

1.3. The consolidated financial statements as of December 31, 2021 include the financial statements of the Parent
Company and the following subsidiaries, collectively referred to as the "Group™

Company’'s Shareholding
Name of subsidiary Type Headquarter Main activity percentage
Nationa! Spinning Company Limited Bability KSA Yarn production 100%
Eastern Textile Company Limited lability KSA Polycarbonate filament 100%
production
Western Textile Company Limited habitity KSA Polycarbonate filament 100%
production
Adva company for blankels Lymited hability KSA Blanket production 100%
Nadine Arabian Celor Company  Limited lizbility KSA Plastic pipe production 100%
Shahd Papéer Products Factory Limited Hability KSA Plastic colorants production  100%
First Carpet Company Limited liabitity KSA Carpet lining production 100%
Retaj Al Wasil Company Limited liability KEA Employees catering and 100%
transpenation services
Al Abdullatit Traning Institute Limited liabilty KSA Training servicas 100%
1.4. The group's fiscal year starts from the January1st of each calendar year and ends at end of December of the

same year The presented financlal statements for the year ended December 31, 2021 compared to the year ended
December 31, 2020

2. Basis of preparation
sl Statement of compliance
These consolidated financial statements have been prepared in accordance with the International Financial Reporting

Standards ((IFRS’) as endorsed in the Kingdon: of Saudi Arabla and other standards and pronouncements issued by
the Saudi Organization for Chantered and Professional Accountants - SOCPA].
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AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY
(A SAUDI JOINT STOCK COMPANY)

Notes to the consolidated financial statements for the year ended December 31, 2021
(Al amounts In thousande Saudi Riyals unless othamnwise stated)

22 Basis for consolidation of financial statements

The consolidated financial statements include the financial stalements of the Parent Company and all subsidiaries,
collectively referred lo as the “Group”. The consolidated financial statements present financial information about the

Group as a single economic entity al the same reporting date of the Parent Company, using consistent accounting
policies.

Subsidiaries are all entities over which the Company has the power to govern the financial and operating policies so
as to obtain benefits from s activities, Contral is presumed (o exist over the subsidiary when the Company owns,
directly or indirectly. more than half of the voling power of an investee untess, in exceptional circumstances, it can be
clearly demonstrated that such ownership does not constitute control, Control aiso exists when the Company owns half

of less of the voting power of an investee but has other power (o govern the financial and sperating policies of the
entity.

The assets, habilities and results of the subsidiaries are consolidated in full from the date of acquisition, being the date
when control is transierred to the Group. Consolidation continues until the date of such control ceases.

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

Inter-company transactions. balances. income, expenses, unrealized gains and losses on transactions and dividends
are eliminated in full

2.3 Basis of measurement

The consolidated financial statements have been prepared in gccordance with the accrual basts of accounting and the
going concern principle, and on the basis of the historical cost principle except for financial assels 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 method

24 Presentation currency

These consoldated financial slatements are presented in Saudh Riyals ("SR”) which is the functional and presentation
currency. All figures have been rounded to nearest thousand Riyals uniess olherwise stated.

25 Use of judgments, estimates and assumptions

The preparetion of these consoldated financial statements requires Management to make judgment, estimates and
assumptions thatl affect the reported amounts of assets habilities, revenue, expenses and disclosures of contingent
fiabilities al the reporting date. Although these estimates are based on the best current information and Indicators
available 1o Management, the final actual results may differ from these estimates.

These estimates and assumplions are reviewed on an engaing basis, and the effecls arising from adjustment of the
accounting estimates are recognized in the penod in which such adjustmant is made and the subsequent periods.

The most significant accounting judgments, estimates and assumplions

1




AL ABDULLATIF INDUSTERIAL INVESTMENT COMPANY
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251 Judgments

The following is an explanation to the significant judgments whan spplying the accounting policies that have a material
impacl on the amounts presented in the consolidated financial statements and the notes thereto:

Fulfiliment of performance obligations

The Group evaluates each of its contracts with customers to determine whethar performance obligations have been
satisfied over time or at'a point in time in order lo determing the appropriate method for recognizing revenue under the
provisions of the relevant laws and regulations.

Determination of transaction prices

The Group detemmines transaction prices in relation to each of its contracts with customers. When making such
judgment, it assesses the impact of any variable consideration in the contract as a result of discounts or fines and the
existence of a significant financing component within the contract. or any non-cash consideration within the contract

The most significant accounting judgments, ¢stimates and assumptions

Classification of investment properties

The Group determines whether the property qualifies as investment properly under IAS 40: Investment properties. In
making such judgment, the Group considers whether the property generates cash flows largely independently of other

properties and equipment,

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

252  Assumptions and estimates

The following is an explanation of information to assumptions and estimates of uncertainty that have a significantimpact
on the amounts presented in the consolidated financial statements and the notes:

Going concern

The consoliated financial statements have been prepared in accordance with the going concem principle. The
Management has made an assessment of the Group's ability to continue as a going concern and is satisfied that the
Group has the necessary resources to continue in business for the foreseeable future. Furthermore, Management is
not aware of any matenal uncertainties that may cast significant doubt upon the Group's ability to continue as a going
concerm according to the going concerm principle.

Useful lives of property, plant and equipment

The Managament determines the estimated useful lives of properly, piant and equipment for calculating depreciation,
This estmate is determined after considering the expected usage of the assets or physical wear and tear.

Management reviews the residual value of usaful lives annually o verify that il reflects the expected benefit to be
obtained. If it differs from previous estimates, changes in depreciation expense in current and future periods are
adjusted - if any
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252  Assumptions and estimates.. {eontinued)

Fair value measurement of financial instruments

When the fair value of the financial assetls and liabilities recorded in the statement of financial position cannot be
measured based on guoted prices in active markets, their fair value is measured using valuation techniques including
the discounted cash flow model. The inputs to these madels are taken from observable markels where possible but
where this is not feasible. a degree of jedgment is required in establish fair value. Judgments include considerations
of inputs such as liquidity risks. credit risks and volatility, Changes in the assumptions relating to these faclors can
affect lhe reported fair value of the financial instruments. The contingent consideration resulting from a business
combination Is assessed at the fair value on the acquisition date, as part of the business combination. If the
Gonsideration meets the definition of a financial lrabifity. it will be subsequently remeasured at the fair value in each
reparting date. Fair value is delermined based on discounted cash flows. Undetlying assumptions take into account
the passibility of tulfiling each objective of perfarmance and discount facior,

Interest rate implicit in leases

The Group cannot readily determine the interest rate implicit in all leases. Therefore, it uses the Incremental Borrowing
Rate (IBR) lo measure lease liabilities, The incremental borrowing rate is the rate of interest that the Company would
have to pay o borrow over a similar term, and with a similar secunly, the funds necessary to abtain an asset of a similar
value to the nghl-of-use asset in a simifar economic environment. The Greup estimates the IBR using observable inputs
(such as market interest rates) when available and is required to make Group-specific estimates.

Allowance for expected credit losses on trade receivables

The Group calculates ECL. for trade receivables by relying on past default experience monitored by the Management
as per debt aging, At every reporting date. the historical observed default rates are updated and changes in the forward-
iooking eslimates are analyzed. The assessment of the correlation between historical observed default rates, forecast
economic conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in circumstances
and of forecast economic conditions.

Impairment of non-financial assets

(Except for inventory, investment properties and goodwill which are separately assessed for impairment), Management
reviaws at each reporting date the carrying vizlues of other non-financial assels to determine if there is any indicator
that the value of non-financial asses may be impaired In the event of such indication, the recoverable value is estimated
and the book value is reduced thereto and the impairment loss of those assels Is recognized and charged to the
statement of profit and loss

The recoverabie amount is measured using the higher of fair value of the assel less the cost 1o sell it or the present
value of the cash flows expecled 1o be desved from it according lo the discount rate,

Indications of impairment of a non-financial asset may be information that a material impairment has occurred the
market value of the assetis more than expected as a result of normal use or the availability of evidence of obsolescence,
damage or deterioration of its expected economic performance whether in its operating results or in the expected cash
flows from it

When there are indications that a recognized impairment foss 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.
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2,52 Assumptions and estimates...(continued)
Impairment of non-financial assets...(continued)

The following notes include information on assumptions and ather estimates of unceriainty:
Note (3.5) Impairment of inventory
Note (3 11) Measurement of employee defined benefit obligations

- Note (3 13} Provisions

- Note (3.16.1): Impairment of financial assels measured al cost or amortized cost
3. Significant accounting policies
31 Current/non-current classification of assets and liabilities

The Group presents its assets and rights In the balance sheel based on current/non-current classification as follows:
Assets

An assel Is classified as curient when
+ Itis expected to be realized or infended 1o be sold or consumed in normal operaling cycle,
«  |tis held primarly for the purpose of trading,
¢ it is expected fo be realized within twelve months after the reporting pertod, or

« s cash or cash equivalents unless restricted from being exchanged or used to settle a Jiability for al least
twelve menths after the reporting period

All other assets are classified as non-current.

Liabilitics

A liability is classified as current when:
o Ilis expected to be settled in normal operating cyele:
o Itis held prumarly for the purpose of trading;

¢ Itis due to be settled within twelve months after the reporting period; or

¢ There is no unconditional nght to defer the settiement of the liability for at least twelve months after the
reporting period

Al cther liabilities are classified as non-current
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3.2 Property, plant and equipment

Recognition and measurement

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

The cost of self-constructed assets includes the cost of materials and direct labor, any other costs direclly attributable
to bringing the assels to a working condition for therr inlended use, the costs of dismantling and removing the tems
and rastoring the site on which they are located.

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

Derecognition

An flem of property, plant and equipment is derecognized upon disposal or when no future economic benefits are
axpected from its use or disposal

Gains and losses on disposat of an item of property, plant and equipment are determined by comparing the proceeds
from disposal with the carrying amount of property. plani and equipment and are recognized net within the statement
of profit and loss

Subsequent costs of acquisition

The cost of replacing a par of an item of property, plant equipment, renovations and major improvements is recognized
in the carrying amoeunt of the item if it is probable that the future economic benefits embodied within the part will flow to
the Group, and its cost can be measured reliably. The carrying amount of the replaced part is derecognized.

The costs of the day-to-day servicing of property, plant and equipment are recognized in the statement of profit and
foss as ingurred

Deprecation

Depreciation is calculated based on the cost of assets less the residual value. The significant components of individual
assels are eslimated. If a component has a useful life difierent from the useful life of the remaining asset, the useful life
of that comporient is depreciated independently

Dapreciation is recognized in the statement of profit and loss using a straight-line methiod over the estimated useful life
of each component of property, plant and equipment. The methods of depreciation, useful lives and residual value are
reviewed at each reporting dale, and adjusted if apprepriate: Depraciation of an asset begins when it is available for
use. Depreciation of an asset ceases al the earfier of when the asset is classified as held for sale or is when the asset
is derecognized.
The following are the estmated useful lives of properdy, plant and equipment:

Buildings and rcads 10 - 13.3 years - Plant, equipment and main spare parls® 12 - 20 years

Vehicles 4 years - Furniture, fixture and office equipment § -~ 7 years

Main spare parts are depreciated after reducing usage cver a useful life of 8 years
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3.2 Property, plant and equipment...(continued)

Costs of discontinued operations (decommissioning liability)

Provision for disconfinued operations is recognized when the Croup bears the responsibility for restoration or
remediation of the land. The degree of ceasing cperations and the associated costs depend on the current statutory
and regulatory requirements.

The costs included in the provision comprise all habitities for discontinued operations expected over the useful life of
the assets. The provision for discontinued operations is discounted to its present value and is capitalized within
propery. plant and equipment and depreciated as an expense over the expected useful lives of the assets.

3.3 Leasing

Detenmining whether a contract is (or contains} a lease depends on the substance of the agreement at the inception of
the lease. A contract is, or contains, a lease if the contract gives the right to control the use of an asset for a period of
time in exchange for consideration

A singie recognition and measurement model is applied to all lIeases except for short-term or low-value leases. The
right-to-use assets and lease liabiities are recegnized al the inception of the lease.

Right-of-use assets
Right-of-use assets are measured at cost comprising the following:

«  The amount of inltial recognition of lgase habilities,

+  Lease payments made al or before the commencemént date minus lease incentives received;
+Any initial direct costs; and

+ Restesation costs.

Right-of-use assets are depreciated on a straight-line basis over the shorter of expected useful life or the lease term,

Lease obligations
Lease obligations are intially measured at the present value of fease payments that are not paid at the inception of the
iease, which include
- Fixed payments (including in-substance fixed payments) less any lease incentives receivable;
- Vanable lease payments that depend on an index or a rate;
- Amounts expected to be paid under residual value guaraniees,
The exercise price ¢f a purchase option If the lessee is reasonably certain o exercise that option;

- payments of penalties for lerminating the lease, il the lease term refiects the lessee exercising an option to
terminate the lease,
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3.3 Leasing...{continued)

Lease obligations...(continued)

If the fease payments are discounted using Ihe incremental borrowing rate, being the rate that the lessee would have
lo pay to borrow the funds necessary 1o obtain an asset of similar value in a simitar economic environment with similar
terms and condilions.

Each lease payment is apporlioned between the finance cosi and the reduction of the outstanding liability. Finance
costs are charged to the statement of profit or less over the teim of the relevant lease so as 1o produce a constant
periodic rate of interest on the remaining balance of the hability for each periad,

Short-term or low-value leases

Shert-lerm keases are leases with a lease term of 12 months or less. Payments related to short-term leases and leases
of low-value assels on a straight ling basis are recognized as an expense in the statement of profits or losses.

3.4 Investment property

Investment properly is propeily held 1o eamn rentals or for capital appreciation or both for undetermined future use.
rather than for sale in the ordinary course of business, use in the production or supply of goods or services or for
administrative functions:

Investment property acquirad al inihal recogmition 1s measured at cost (including transaction costs). Upon subsequent
measurement, the Group uses the cost model in accordance with the mandatory decision regarding joint stock
companies issued by the Capital Market Authority, which expires at the end of 2021. The fair value of investment
property is disclosed in accordance with the disclosure requirements of 1AS 40 and is determined based on an annual
valuation by an accredited external valuer using the recommended valuation method as per intemational and internal
valuation standards.

Aninvestment property should be derecognized on disposal or when the investment property is permanently withdrawn
from use and no fulure economic benefits are expected from its disposal. The difference belween the net disposal
proceads and the carnrying amount of the asset 1s recognized in the consolidated stalement of profits or losses in the
year of derecagnition

3.5 Inventory

Inventories are measured al lower of cost and net realizatie value

The costis determined as follows:

Raw materials, The cost includes the costs of purchasing materials and all expenses incurred to bring them lo their
present location. The cost is measured using the weighted average method.

Work in progress and finished goods: It includes the cost of matenals used in production in addition to the cost of direct
labor and all other direct and indirect expenses incurred in connection with converting the product and bringing it to its
present jocation and condition

Net realizable value 1s the estimaled selling price In the ordinary course of business, less any expected coslts of
completion and the estimated salling costs
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3.5 Inventory...(inventory)

Impairment of inventory

An assessment is made at each reporting date whether any inventeries are impaired by comparing the carrying amount
of each inventory item (or a group of similar items) with the selling price less the cost of campletion and sale. if the net
selling price i3 less than the canying amount the impainment loss is recognized for the inventory.

3.6 Transactions with related parties

Transactions with related parties include the transfer of resources, services. obligations or financing between the Group

and the related party, regardless of whether such transactions are conducted on terms aquivaient to those prevailing
in an-arm’'s-length transaction.

A related party is & person that is related to the reporting entity or a close member of that person's family is related to
a reporting entity if that person;

a2 is a member of the key management personne! of the reporting entity*;

b, has control or joint control over Group reporting entity,

¢. has significant influence over the Group’s decision-making process and policies,

* Key management personnel ate those persons having authority and responsibility for planning. directing, and
controlling the activities of the entity, directly or indirectly, Including any directors whether executive or otherwise of the
entity.

An entity is related to a reporting Group if any of foliowing conditiens applies:
a. The entity and the reporling entity are members of (he same group or bath entities are jointly owned;
b One entity is an associate or joint venture of the other entity;
¢ The enfity is controlled by the reparting entity or vice versa or the entily and the reporting entity are jointly

contralled

3.7 Accounts receivable

Accounts receivable are initially recognized at fair value. and subseguently measured at amortized cost using the
effactive interest rate, less any impaimment losses

Trade recaivables arise when the Company provides a service lo a customer on credit. The Management of the
Company doas ol impose any commissions or interest on trade receivables.

3.8 Cash and cash equivalents

Cash an¢ cash equivalents within the statement of financial position comprise cash with banks, cash on hand, and
short-lerm deposits wilh original maturities of three maonths or less. They are exposed to insignificant risks for change
in value,

3.9 Statement of cash flows
Statement of casnh flows is prepared according o the indirect method.
For the purposa of prepanng the statemenl of cash fiows, cash and cash equivalents comprise cash with banks, cash

on hand and the above short-term deposits less outstanding overdraft accounts that form an integral part of the
Company's cash management.
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3.10 Account payables and accrued expenses

Account payables and accrued expenses are recegnized for amounts to be paid in the future for goods and services
received, whether or not billed 10 the Gompany.

Trade payabies are liabiliies that the Company has incurred duning the ordinary course of business on the basis of
normal credit terms and they are non-interest bearing.

31 Emploeyee benefits
Defined benefit plan (End-of-Service ‘EOS’ benefits)

The Company operates a defined benefit plan for end of service benefils in line wath the Labor Law requirement in the
Kingdom of Saud| Arabla. The payments under the plan are based on the employees’ final salaries and allowances
and their cumutative years of service at the date of their termination of employment. As defined by the conditions stated
in the Labor Regulations of the Kingdom of Saudi Arabia, emplayees’ end of service benefit plans are unfunded plans
whereby the benefit payment obligations are met by concemed entities when they fall due;

The defined benefits obligation is penodically re-measured by an actuary using the prejected credit unit method, The
amount of abligation is calculated on the basis of the present value of the estimated future cash outflows discounted at
the discount rate used.

The costs of the defined benefil obligations for the initial pariods are calculated on an annuat basis using the actuarially
defined pensions cost rate at the end of the previous year, adjusted for significant market fluctuations and any significant
onetime events, such as scheme adjustments or manpower culs and reimbursements.

Actluarial gains and losses anising from remeasurement of defined benefit plan obligation are recognized in the
statement of other comprehensive income, The company calculates interest expense by applying the discounl rate
used lo measure the net deflined benefit obligation. The nel inlerest expense and olher expenses related to defined
benefit plans recognized in the statement of profits or losses.

Short-term employee benefits

Aliability is recognized for benefits acoruing to employees in respect of wages and salaries, non-cash benelfits, annual
leave, sick leave, air tickets and other allowances during the period in which the employees render the related service
The hability is recorded at the undiscounted amount of Lhe benefits expected to be paid in exchange for that service.
Liabilities recegnizoed in respect of short term employee benefits are measured at the undiscounted amount of the
benefits expected to be paid in exchange for the related service

312 Zakat and tax

Zakat

The Group is subject to zakal reguiations set by the laws and instructions of the Zakat, Tax and Customs Authority
according 10 the zakat standard,

Zakat is calculated at the higher of the zakat base including zakat income or adjusted net income, which is calculated
through the consolidated financial statements of the Parent Company and its subsidiaries, according to which a
consolidated return is submitted for the Group in accordance with the laws and regulations issued by the Zakat, Tax
and Customs Authonty. The share of zakat payabie of each subsidiary is determined on the basis of estimation.
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3.12 Zakat and tax...(continued)

Withholding Tax

Group withholds taxes on certain transactions with non-resident parties in the KSA, as required under Saudi Asmabian
income Tax Law. Withholding tax on foreign payments is recorded as a short-term liability.

Value Added Tax (VAT)

The net amaunl of VAT racoverabie from, or payable to, lhe Zakal, Tax and Customs Authority is included as for the
part of recewvables or payables i the staterment of financial pesition

3.13 Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event
and it Is probable that an cutflow of resources embodying economic benefits will be required 1o setlie the obligation and
arefable estimate can be made of the amount of the abligalion Where the Group expects some or all of a provision to
be reimbursed, for example under an insutance contract, the reimbursement is recognized as a separate agset bul only
when the reimbursement is virtually certain. The expense relating to a provision is presented in the statement of profit
and loss net of any reimbursement

Previsions are reviewed at each reporting date and adjusted to reflect the curent best estimate. If outflows to setfie the
provisions are no longer probable. reversal of the provision is recorded as income

3.14  Contingent liabilities and assets

All contingent labilities arising from past events whose existence will be confirmed only by the accutrence or non-
occurrence of one or more uncertain fulure events not wholly within the control of Group; or all present cbligations
arising fram past evenits but not recognized because it is nol probable that an outfiow of resources embodying economic
benefits will be required to settle the obligation, or the amount of {he obligation cannot be measured with sufficient
reliability. A contingent fiability will not be recognized, rather, it will be disclosed in the financial statements.

Contingent assets are not recognized in financist statements: however, a contingent assel is disclosed where an inflow
of economic benefits is probable

3.15 Foreign currency translation

Transactions in foreign currencies during the year are transiated into Saudi Riyals and recorded at the rates of
exchange prevaling at the transaction dates. The balances of assets and labilities recorded in foreign currencies at
the balance sheet date are {ranslated into Saudi Riyals al the exchange rates prevailing at that date. Profits and losses
arsing from transactions are reponed in the stalement of profit or loss
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3.16 Financial instruments
A financal instrument is a contract that gives rise to a financial asset of one entity and a financial liability or equity

insteument of another entity. A financial assel or a financial hability is recognized and measured in accordance with
measurement, recognition and disclesure requirements of IFRS 9

televant detailed accounting policies are gs follows.

3.46.1  Financial assets

Initial recognition and measurement

Trade receivables and deposits are recognized on the data they anse while all other financial assels are recognized on
ihe trade date at which the Group becomes a parly 1o the contraciual provisions of the instrument.

Financial assets are measured upon infial recognition at the transaction price altributable to the acquisition of the
financial asset. including transaction costs, except in the initial measurement of financial assets that are subsequently
measured al fair vaiue through the income statement, If the arrangement constitutes a financing transaction, the
financial asset is measured at the present value of the future payments discounted at a market rate of interest.

Classification and subsequent measurement

IFRS 9 has fhree major categories of financial assets as follows: Financial assels measured at amortized cosl, assets
measured at fair value through other comprehensive inceme and assets measured at fair value through profit or loss.

Under IFRS 4, financial denvatives embedded in contracts containing the basic instrument are financsal assets within
the scope of IFRS g and are nol separated, the entire hybrid financial instrument 1$ assessed for classification

Subsequent measurement of financial assets depends on their classification as described below:

Financial assets at amortized cost

These assels are measured upon nitial recagnition at fair value plus fransaction cosis directly attnbutable to the
acquisition or [ssue of the financial asset. After the inihial recognition, these are measured al Gepreciated cost using the
effective interest methad

Financial assets at fair value through other comprehensive income:

On Initial recognition, the Company may make an wrevocable election (on an instrument by-instrument basis) to
designate investments in equity instruments at FYTOCI Designation at FVTOCH is not permitted if the equity investment
is held for trading or if it is contingent consideration recognized by an acquirer in a business combination to which IFRS
3 applies,

Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction costs. Subsequently,
they are measured at fair value with gains and losses arising from changes in fair value recognized in other
comprehensive income and accumuiated in the investments revaluation reserve. The cumulative gain or loss will not
be reclassified to profit o7 loss on disposal of the equity investments, inslead. they will be transferred to retained
earnings.

Dividends on these invesiments :n equity instruments are recognized in profit or loss when the Group's nghl to receive
the dividends is eslablished, unless the dividends clearly represent a recovery of par of the cost of the investment.
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3.16.1 Financial assets...{continued)

Financial Assets at fair value through profit or loss:

Financial assets carmied al fair value through profit or loss include financial assets heid for trading and financial assels
classified at initial recognition as fair value through profit or loss. Financial assets are classified as held for trading if
they are acguired for the purpose of selling or repurchasing [0 the near term. After initial recognition, they are re-
measured af fair value

Derecognition of financial assets
A financial asset is primarily derecognized when
The contractual rights to the cash flows from the financial asset expire;

The Group transfers the rights to receive the contractual cash flows from the asset; Or has assumed an obligation to
pay the received cash flows in full without material detay 1o a third party under a “pass-through” arrangement; and either
the Company has translerred substantially ail the risks and rewards of the assel, or it has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

Impairment of financial assets measured at cost or amortized cost

Under IFRS . animpairment review is made at each reporting date tor financial assets measured at amortized cost or
FVTOCI except investments in equity Instriments as well as contract assets as per the expected future credit loss
maodel, which requires a significant estimate of how changes in economic factors affect the expected credit loss models
that are determined on a weighted probabiiity basis. Provisions for loss will be measured on one of the following bases:

1. The expected cradit loss over 12 months: This expected credit loss arises from default and potential default events
within 12 maonths after the reporting date,

2. The expected credit loss over the life of the financial instrument; It is the expected credit loss that results from all
dafault events over the expected life of the financial instrument. As for the expected credit 1oss aver 12 months,
measurement 1s applied Il the credit nsks of financial assets have increased substantially at the reporting date
since the mitial recognition

The expected credit foss over 12 months measurement 18 applied if the credit risks have nol increased substantially.
The entity may determine that the credit risk does not increase substantially in case the instrument is exposed to low
credit risks at the reporling date However, the measurement of expected long-lerm credit losses is always applied to
trade receivables and contract assets without any significant financing components. The entity may choose to apply
this. policy also to lrade receivables and contract assets with significant financing components.
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3.16.2 Financial liabllities

Initial measurement

Upon initial measuremeant except for financial fiabilities that are subsequently measured at fair vaiue through profit or
loss, the financial fiability is measured at the Wransaction piice (including transaction costs), unless the arrangement

forms actually financing fransaction of the entity (for finangial obiigation) or-a counter party (for financial assef) of the
arrangement.

Al initial measurement of financial liabilities that are subsequenlly measured at fair value through profit or loss,
transaction costs are recognized in the statemeant of profit or loss.

The arrangement constitules a financing transaction if payment is deferred beyond normal business terms.

if the arrangement constitules a financing transaction, the financial fiability shail be measured at the present value of
the future payments discounted at the market rate of interast for a simifar debt instrument.

Trade payables (hat nave a significant financing component of have a maltunty of less than 12 months are measured
at their transaction pnce (invoice}.

Classification and subsequent measurement

The financial obligation is measured atthe amortized cost using the effective interest method if the conditions previously
explained above are met These financial fiabiiities are subsequently measured at the amorlized cost using the effective
Interest Rate (EIR) method, The amottized cost is calculated by taking into account any discount ar premium on
acauisition, and fees or costs that are an integral part of the EIR. The effective interest rale is included in the finance
income within 1he statement of profit or loss. IFRS 9 introduces the change in fair value related to changes in the credit
risk of liabfiities in the other comprehensive income statement while the remaining amount of the change in fair value
is presented in the statement of profit or loss

Debt instruments classified as current liabilities are measured al the undiscounted cash amount of cther cash
consideration expected 1o be paid uniess the arrangement constitutes. in fact, a financing transaction.

Derecognition of financial liabilities

A financial liability 18 derecognized when and only when the obligations are discharged, canceled or expired. When an
@xisting financial liability 15 replaced by anothes from the same lender on substantially different terms of when the terms
of an existing abligation are substantially modified, such replacament or modification is treated as a derecognition of
the original financial liability, along with recognizing the new obligation. The difference in respective carrying amounts
is recognized in the statement of profit or Ioss

3.16.3 Offsetting of financial instruments
Financial assels and financial liabilities are offset and the net amount presented in the statement of financial position

when, and only when the Group currenily has a legally enforceable rignt to set off the recognized amounts; and the
Greup intends either to setile on a net basis, or to realize {he assel and sefle the liability simultaneously,
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347 Revenue recognition

The Group recognizes revenue from contracts with customers when the performance obligation is satisfied by
transferring ownership of the promised goods or services (o the customer based on a five-step model:

Step 1: Identify the contract(s) with a customer. A contract is defined as an agreement belween two or more parties
that creates enforceable rights and obligations and sets vul the criteria that must be met.

Step 2 Identify the performance obligations in the contract; A performance obligation is a promise in a contract with a
customer to tfransfer a good or service 10 the cusiomer

Step 3 Determine the transaction price: The transacton price s the amount to which the Group expecls to be entitled
in exchange for the transfer of goods and services (o a customear. Transaction price is measured based on the fair value
of Ihe received consideration, after taking into account the agreed payment terms, exciuding laxes, fees and amounts
collected on bebalf of third parties. Thiese are recorded net of trade discounts and volume rebates.

Step 4. Allocate the transaction prica to the performance obligations. Where & contract has multiple performance
obligations. the Group will allogate the transaction price t¢ each performance obligation in an amount that depicls the
amount of consideration to which the Group expects to be entitled in exchange for satisfying each performance
obligation.

Step 5: Racognize revenue when (or as) the Group satisfies a performance obligation,

Revenue 15 measured at the falr value of consideralion received or recevable, taking inte account trade discounts,
prompt settiement discounts and volume rebales allowed by the Group (if any)

Revenue includes only the tolal inflows of economic benefits receved or receivable to which they relate. All amounts
collected o 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 fulure receipts that is determined using an
imputed nterest rate.

The imputed rate of interest is the more clearly dotarminable of either:
The prevailing rate for a simiar instrument of an issuer with a similar credit rating; or
A rate of interest that discounts the nominal amount of the instrument Lo the current cash sales price of the goods

Oor services

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

The Group’s revenue represents the following

Revenue from sale of goods

The revenue resuiting from the sale of goods and the issuance of an invoice is recognized when the significant risks
and benefits of ownership of the goods are transferred ta the buyer, with the Group not retaining the right of continuous
administrative intervantion to the degree thal s usually asseciated with ownership nor the right of actuat control over
the sold gocds. The revenue is recognized net of the allowed discount.

Other revenues

Rental income from operating leases is recognized on a straight-line basis over the lease periods. It is included within
other income, which is recognized on an accnual basis
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3.18 Cost of revenue

Cost of revenue includes production costs and direct industrial expenses, which comprise the cost of raw materials
used in production. direct labor, other capitalized costs and operating expenses associated with production.

3.19 Finance cost

Finance cost comprises interest expense and other casts on berrewings and finance facilities. All finance costs are
charged 1o profils or losses as incurred excep! finance costs related to owning or establishing an asset that may need
some time to be ready for the intended use 1t Is added 10 the cost of the asset to be ready for the intended use according
10 IAS 23 (the Group does not have any such expenses being capitalized for the current year).

3.20 Selling and marketing expenses and general and administrative expenses

Selling and marketing expenses include expenses incurred in sefling and marketing the goods, which are nof
censidered part of the cost of revenue

General and adminisirative expenses are expenses directly linked with management and are not considered direct
cosis.

3.21 Board of Directors' remunerations

Total remunerations paid to the Board of Direciors represent fees for meeting attendance, bonuses and expenses.
They are in line with the Companies Law requitements and the Capital Markel Authority guidelines and the Company’s
Arficles of Association.

3.22 Earnings per share

Basic earnings per share and diluted earnings per share (if any) are presented for ordinary shares. Basic eamings per
share are calculated by dividing the Group's profit or loss attributable to common shareholders by the weighted average
number of common shares cutstanding during the year, after being adjusted by the number of ordinary shares
repurchased or issued during the year. Diluted eamings per share is calculated by adjusting diluted profit or loss of the
Group's ordinary shareholders and the weighted average number of shares outstanding during the year compared 1o
dilutive potential crdinary shares

3.23 Dividends

Dividends are distributed to the Shareholders when the General Assembly of Shareholders approves the dividends in
line with the Saudi Companies Law

3.24  Operating Sectors

A business segment s a company with assels and operations asscciated with providing products or services that are
subject to different nsks and returns than cther business segments. The gecgraphical sector includes the provision of
products or services within a specific economic environment that is subjecl to different risks and returns than seclors
operating in other économic environments.
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4, Changes in significant accounting policles and new standards

41 New and revised IFRS Standards that are applicable and have no significant impact on the
consolidated financial statements

No new IFRS standards have been applied; however, a number of IFRS amendments are effective as of January 1,
2021 but have no significant impact on the Group's financial statements. The following is a summary of the adjustments
applied by the Group:

Standard - Interpretation Description Effective date

IFRS 8, IFRS 7, IFRS 4, IFRS 16 | Amendments to Interest Rate Benchmark Reform - | 01 January 2021
and IAS 39 Phase 2

IFRS 16 Amendments o covid-19-related rent concessions | 01 April 2021
beyond 30 June 2021 (Reliefis extended for one year
ended June 2022)

4.2 New and revised IFRS not yet effective and not applicable:

The following are standards and interpretations issued and not yet effective and not applicable as of the date of the
consolidated financial statements Consolidated:

Standard - Interpretation Description Effective date

IAS 16 Amendments relating lo property, plant and | 01 January 2022
equipment - proceeds before intended use

IFRS 3 Amendments relating to reference to the IFRS | 01 January 2022
Conceptual Framework issued in March 2018

1AS 37 Amendments to “Provisions, Contingent Liabilities | 01 January 2022

and Contingent Assets”, specifically related to
“Onerous contracts - Cost of Fulfilling a Contract®
Annual Improvements to IFRS | Annual improvements include amendments to three | 01 January 2022
Standards 2018-2020 Cycle standards as follows:

IFRS 1! First time Adoption of Intemational Financial
Reporting Standards

IFRS 9: Financial Instruments

IAS 41: Agriculture

IAS 1 Amendments to “Presentation of Financial | 01 January 2023
Statements” to clarify classification of liabilities as
current or non-current

Disclosure initiative:  Accounting policies (IFRS
Practice Statement 2 “Making Materiality Judgments"

IAS 8 Amendments to "Accounting Policies” and changes in | 01 January 2023
accounting estimates and errors refated to definition
of accounting estimates

IAS 12 Amendments to “Income Taxes" of deferred Tax | 01 January 2023
related to Assels and Liabilities arising from a Single
Transaction

IFRS 17 Amendments to initial application of insurance | 01 January 2023
contracts

IFRS 10 and IAS 28 Amendments relating o (sale or contribution of assets | Application permitted

between an investor and its associate or joint venture) | Effective date deferred




AL ABDULATIF INDUSTERIAL INVESTMENT COMPANY

(A SAUDI JOINT STOCK COMPANY)

Notes to the financial statements for the year ended December 31, 2021

(All amounts in thousands Saud: Riyals uniess othervise stated)

5. Property. plant and equipment! — net
5.1. For the year ended December 31, 2021
Furniture,
Piant, equipment fixture and
Buildings and  and main spare office Capital work in
Lands roads " parts Vehicles equipment progress Total
Cost:
Balance at January 01, 20217 47830 220187 1,845,780 33,210 108,022 418 2.256 248
Additions dusing the year - - 6,822 821 638 7.218 15,598
Transferred to invesiment properties (note ) {37,005) - - - (37.005)
Transfers 417 8 - - {419) -
Disposals B S S RS o {8.088) @3 - - (8.169)
Balance at December 31, 2021 10,625 220.598 1,844,624 33,948 109,660 7,218 2226673
Accumulated depreciation: N a ey S . Py =]
Balance at January 01, 2021 - 186,898 1,621,300 33.038 100,768 - 1.862.002
Degraciation for the year - 5,341 39,258 380 2658 - 47617
Disposals = %, L= st {7.047) , {83) K - i (7,130)
Balance at December 31, 2021 5 5 202,239 1,853,511 33,315 103424 - "1,992.489
Provision for accumulated impairment: ] == alik - = T - 3
Batance at danuary C1, 2021 - 5,600 - - - 5600
Balance at December 31, 2021 E = & 5,600 : B S e RS0
Net book value; T e Y, A i S N B -
As of December 31, 2021 10,625 18,359 185,513 633 6,236 7,218 228,584

> Sotme of the abova-mentioned buildings are buiit on land leased from the Saudi Authority for Industrial Cities and Technology Zones (MODON;) in the Second Indusinal

Gity, Riyadh, under a contract ending on DB/08/1452 H.

**  Capital work in progress represents the value of buildings, plant and equipment dunng the construction and installation phase.

Depreciation of property, plant and equipment

Depreciation charged to cost of revenue (note 23)

Depreciation charged to selling and marketing expenses (note 24)

2021 2020
47.617 49,560
s 5
0 47,617 49,566

The carrying amount of depreciated assels still inuse as of December 31, 2021 amouinted to (5R1.144,704) thousand, and as of December 31, 2020 (1,125,255) thousand
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5 Praperty, plant and equipment-net... {continued)

5.2 For the year ended December 31, 2020

Cost:

Balance at January 1, 2020
Additions during the year
Transfers

Dispasals

Batance at December 21, 2020
Accumulated depreciation:
Balarce at January 1, 2020
Depreciation for the year
Disposals

Balance at December 31, 2020
Provision for accumulated
impairment:

Balance at danuasy' 1, 2020
Baiance at December 31, 2020

Net book value:
As of December 31, 2020

Plant, equipment

Furniture, fixture

Buildings and and main spare and office Capital work in
Lands roads * parts Vehicles equipment progress Totai

47 B30 218,956 1,837,783 34107 108,198 3849 2,250,323

- - 5,663 2 824 335 5,914

1,231 2,224 = . (3,565} -
: ' s WX ... RN (e 3 Sl B _.. A988)
47,830 220,187 1.8B45.780 33,210 108,022 419 2,256,248

< 180,657 1,587,468 33589 g7.713 - 1803425

6241 38.854 435 3.053 - 48,565

R i S I 2] e = JeuoE

- 196,898 1,621,300 33,038 100,765 - 1.952.002

L = B 5.600 = 0 1t - - 5800
- - 5,600 i - = - 5,600

47,630 23,289 218,280 172 B.256 418 298.646
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6. Investment properties - at cost

31112/2021 311212020
Lands®
Cost:
Balance at beginning of year 50,000 50,000
Transferred from property, plant and equipment (note 51) 37,005 -
Balance at end of the year 87,005 50,000
Net carrying amount at end of the year 87,005 50,000
7 Investment properfies represent the following
{a) A real estate contribution t¢ a land in Madinah (for the purpose of generaling revenue or caphtal profit) at a

tate of 14.58% land sharing contract between the Company and one of the local investment properties companies
under which the title desd was registered, It is also entitied to sell ar dispose of the land without consuiting the Company.
In that case, the sale value and profits are divided according to the parlicipation percentage immediately after the sale.

The Company's share in its fair value as on December 31, 2021 amounted to SR58.030 thousand riyais (2020:
SR57,140 thousand) according to the valuztion of Ihis land by (The Current Value Real Estate Valuation Company,
license No. 12100008086) as an approved valuer as of December 31, 2021 (2020° Adwa Al Arab Company, license No.
1210000848)

{b) A land in Khobar City purchased in 2015 to establish a regional sales center targeling the Eastern Province
and the GCC countries It was included in previous years under propery, plant and equipment. During the current
period, and due to the economic conditions and the covid-19 impact, the Management put off the establishment of the
center and decided o classify the land as invesiment property, which has been leased out to generate additional income
for the Company.

Iis fair value as of December 31, 2021, amounted to SR42,249 thousand, as per the valuatien made by (Current Value
Real Estate Valuation Company, license number 1210000606 as an accredited valuer.

7 Leases
£ Right-of-use assets - net

Right- of- use land

31/12/2021 3111212020
Cost:
Balance at beginning of the year 20,978 209078
Additions during the year 947 -
Disposal of contracts e ~(.21 1_)_ - -
Balance at end of the year i ARIAc - 29_978
Accumulated depreciation:
Batance at beqginning of year 3,180 1,590
Depreciation for the year (nole 23) 1,587 1.590
Disposals &N -
Balance at end of the year sl sl 4,556 sw B, _:1.139“
Net carrying amount at end of the year 17,158 17,798
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7. Leases...(continued)
7.2, Lease obligations

311212021 31/1212020
Balance al beginning of the year 18,333 19,761
Additions during the year 947 "
Less : Paid during the year (2,249) (2,395)
Charged to finance cost (note 27) - : _S_lg_:i_ e __S_)ESZ_
Present value of obligations 17,954 18,333

Lease obligations are presented in the statement of financial position based on the current portion - within the current
liabiiittas (which represents the payable portion during a year) and the non-current portion - within the non-current
liabilities (which represents the outstanding liability net of the current portion) as follows: -

3171212021 31/12/2020
7.2.4. Leases obligations — Current portion 1.315 1.202
7.2.2. Leases obligations ~ Non-current portion Ll 15_,(_5?3_ 17,131
17,954 18,333
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8. Investments at fair value through other comprehensive income (FYTOCH
Shareholding
Unguoted investments Legal form Headquarters Percentage Jtii2ze 31112/2020
Red Sea Cables Company * A Saudi Closad Joint Stock Cempany Riyadn 27% 57.657 45,650
Al Reef Sugar Refinery Company ™ A Saudi Closed Joint Stock Comipany Jeddah 15% 37.147 37.128
94,804 82,775

Movement of changes in fair value was as follows:

2021 2020
Balance at the beginning of the year 82,778 72377
Adgitions during the year - 1.575
Profits of revaluation of investments at fair value 12.02% 8,823
Fair value at end of the year > 94,804 82.775

*  The cost of investment in the Red Sea Cables Company amounted to SRH0 million
*  The cost of the investment in Al-Reef Sugar Refining Company amounted to SR4S million

The Group &oas na! have any conbiol or significant influerice over participation in the financial and operational decisions of the investees

The fair value mentioned above is valued as of December 21, 2021, 2020 by an accredited valuer (Ahmed Muhammad Abduliah Al-Fara) Office for Valuation of

Economic Enterprises - license Ne. 4112000053) The fair values reserve has been racognized through other comprehensive income

Note 31 includes information on fair value,
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9. inventory - net
3171212021 31/12/2020

Raw matenals 220,798 216,723
Production in progress 25074 18,380
Finished production 100,582 105,158

355,754 340,271
Less: Provisien for impairment of inventory (9.1) (5.4686) (4,604)

350,288 335,667
9.1. Movement in provision for impairment of inventory

2021 2020

Balance at beginning of the year 4,604 4673
Utilized during the year (79) X
Provision for no longer required during the year (note 26} . (69)
Provided for the year (note 23) 941 -
Balance at end of the year i s,igé_ T a604

The provision for impairment of inventory is based on the nature. age and expiry date of inventory as well as the sale
expectations which rely on previous trends and other qualitative and technical factors

10. Trade receivables - net
31112/2021 31/12/2020
Trade receivables * 429,599 361,586
Provision for impairment of lrade receivabies ** (note 10.1) L - (18,003) L (15,401)
410,596 346,185
10.1. Movement of provision for impairment of trade receivables
2021 2020
Balance at beginning of the year 15,401 10,401
Provided dunng the year (note 25) 3802 M:'?;og’o_
19.003 15,401
The following analysis for aging of trade receivables as at December 31:
31M1z2021 31/12/2020
Up to 2 months 116,853 101,701
2 - 3months 45331 38,140
Cver 3 months 267,415 : 2% 1.._7_5§’
Batance at end of the year 429,599 361,586

The Group does not charge any penalties or interest on fate payments from customers.
" The provision for impairment of trade receivables has been calculated based on their age and history.
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11. Transactions with related parties

11.1.  Due from a related party
Nature of Relationship 31/12j2021 31/12/2020

Retated to one of the
Al Abdutialif Furniture Company * Board of Directors 41,353 38,798

11.2.  Due to a related party

Nature of Relationship 311212021 31/112/2020
Related to one of the
Natural Gas Distribution Company Board of Directors 147 185

11.3.  Significant transactions with related parties

Type and volume of transactions with related parties

Nature of Sales and Purchases and Payments and
Related parties 2021 relationship services rendered services received repayments
Natural Gas Distribution Comipany Related 1o one of the - (1.722) 1,760

Board of Directors

Al Abdullatif Furniture Company Related o one of the 33,913 (365) (33,202)
Board of Directors

Type and volume of transactions with related parties

Nature of Sales and Purchases and Payments and
Related parties 2020 relationship services rendered services received repayments
Natural Gas Distnbution Company Related to one of the - (1,740) 1,556

Board of Directors

Al Abdultatf Furniture Company Related 1o one of the 33,913 (366) (33,201)
Board of Directors

The Group performs an assessment of the impairment of receivables due from retated parties by examining the
financial position of the related parties and the markels in which they operate in each financial period. The
Management belizves thal there are no indications of impairment in the value of the balances due as of December

31, 2021
11.4. Key management personnel compensation
2021 2020
Salaries and benefiis of executive Board of Directars members a5s 896
Board of Directors’ remunerations 400 400
Allowance for attendance of Board of Direclors’ meetings B 42
1.413 1,338

The General Assembly resolved in its meeting held on 05/11/1442 H (15/06/2021) 1o pay a sum of SR100 thousand to
four Directors of the Board as a remuneralion for the financial year ended 31/12/2020 at a total of SR400 thousand.
The remaining three Directors of the Board waived their remuneration as Directors
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12. Prepayments and other debit balances

311212021 31/1212020
Advances lo the suppliers 17,911 9477
Prepaid insurance expenses 4129 5110
Prepayments 1.664 1,260
Employee imprests and advances 1,409 1.843
Visas, residence permits and work permits 1.224 1.848
Value Added Tax (VAT) 935 -
Others 14 003 7,979

41,275 27,517

13. Investments at fair value through profits or losses

311122021 31/12/2020
Balance at beginning of the year 8,750 16,258
Profits on re-valuation of investimenis at fair value 200 309
Eisposals through sate - (7,817}
Balance at end of the year = 8930 8,750

Investments represent shares of a listed company {Saudi Arabian Ol Company — Aramco) with less than 1% of
the share capital of the investee. The number of shares of the investee as of Decernber 31, 2021 were 250,000
thousand shares {2020 461,227 thousand shares) The fair vaiue was measured according to the disclosed
share price as at December 31, 2021, Prefits or losses of valuation have been recognized through profits or

losses

14. Cash and cash equivalent

31/12/2021 31/1212020
Cash on hand 1.622 682
Locat banks - current accounts with Saudi Riyal 58,392 57.648
Locat banks — current accounts with fereign cunencies a=—i. 12,416 = 18,423 -

72,430 76,651

15. Share capital

31/12/2021 31/12/2020
Batance at end of the year 812,500 812,500

The Company's share capital is $.R. 812,500 thousand divided inte 81,250 thousand shares with a nominal value of
SR. 10 each. The shareholders subscribed 1o the entire capital of the Company. There were ne changes in share
capital during the current financial year.

16. Statutory reserve
31/4212021 31/112/2020

Balance at end of the year 241,429 241,429

According 1o the Company's Articles of Association and the Saudi Companies Law, the Company must set aside
10% of s net ncame in each year to estaslish a statutory reserve. Appropriation can cease when the reserve equals
30% of he share capital. This reserve is not available for distnbution
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No amount was set aside for the statuary reserve In the presented financial statements due to net ioss incurred for
the current year.

17. Employees' definod benefit obligations

The Group operates an end-of service plan for its employees in line with the Labor Law requirements in the Kingdom
of Saudi Arabia. The EOS payments under the plan are based on the employees’ final salanes and allowances and
their cumulative years of service at the date of their termination of employment. Employee benefit plans are unfunded
plans and the Group meets benefit payment obligations when they fail due.

The movement during the year was as follows:

2021 2020
Balance at beginning of the year 13,428 11,385
Cost of current service { 5,644 4243
Cost of interest | 383 -
Charged to profits and loss {note 23) 6,027 4243
Paid during the year (3.686) (3,313)
Actuarial losses “chargad to ofher comprehensive income” 1,077 1,113
Balance at end of the year 16838 13,428

An actuarial valuation was performed using the projected unit credit method to measure the present value of the
employee defined benefit obligations on December 31. 2021 in relation to the end-of-service benefits accrued (o
employess under the Saudi Labor Law. This valuation was pased on principal actuarial assumptions that included the
following!

Significant actuarial assumptions used 2021 2020
Discount rate 3.10% 1.92%
Annual salary increase rate 1% 1%
Retrement age 60 60

Sensitivity analysis

The sensitivity analysis is based on a method that measures the effect on employee defined benefit obligations when
a change oceurs in one of the prncipal actuarial assumplions, while keeping all other assumptions constant. The
following the quantitative sensitivity analysis of the assumplions used for measuring employee defined obligations:

2021 2020

Basis as per aciuanal assumptions used: 16,836 13,428
Sensitivity of employees defined benefit obligations to a change

in one of the assumption

Discount rate {increase by 1%) 16,581 13,240
Discount rale {decrease by 1%) 17.141 13,625
Staff turnover rate (increase by1%) 16.018 13,461
Staff turnover rate (decrease by 1%) 16,741 13,390

A sensitivity analysis may not represent the actual change in the defined employee benefit obligations but rather provide
an approximate report of the sensitivity of the assumptions It is unlikely that the assumptions will change independently
of each other
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18. Banks - credit facilities
3111212021 3111212020
Business facility finance and short-term Murabaha 153,824 66.653
Less : Delerred finance commissions L AR (349)
152,951 66,304

Through facility agreements signed with local banks. the Company received short-term facilities at a credit limit SR
518.8 million for the following purposes
- Fipance te purchase and import raw matenals for production
Finance for the operational cycle of the Company and working capital
Purchase of maleriais via the opening account of SABIC Company
Lelters of credit and guarantees
Murabaha and Tawarrug
Hedaing from fereign currency risks

The above are under the following guarantees:
Promissory notes with maximum amaunt of the facilities - Agreement 1o finance Islamic trade.

Main hedge agreement

19. Trade payables

3111212021 31/12/2020
Suppliers 30,631 12,879
20. Accrued expenses and other payables

31/12/2021 31/12/2020
Due to employees 5,549 5471
Value Added Tax (VAT) - 764
Advances from customers 1,834 3,361
Deferred revenue - 468
Board of Directors remuneration due 400 400
Other accrued expenses _ B98T 6,384

16,770 16,858

21 Provision for zakat
21.1. Adjusted net income

311272021 3111212020
Net {loss) for the year (22,434) (27367)
Adjustments to net loss for the year 'S 12,570 9.243
Adjusted net (loss) income (9,864) 6,876
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21, Provision for zakat...(continued)

21.2. Calculation of zakat

The Group submits & consclidated zakal return for the Group as a whole (the Parent Company and its subsidiaries) in

accordance wilh the consolidated financial staleménts. The approximate zakat base for the Group as of December 31,
2021 gonsists of the following items;

31/12/2021 3111212020
Adjusted net {lossy income {9,864) 6,876
Add: Components subject to zakat 1,191,827 1,200,135
Less: Componants not subject to zakat (427.551) (41‘.-3_)319)
Total zakat base 754,412 757,792
Zakat base for the year 778,161 783,247
Zakat for the year 19,454 19,581

- Zakat payable 1s assessed at 2 5% on the higher of the zakat base or the net adjusied income.
- Zakat was computed on the basis of 2.5% of the zakal base

21.3.  Movement in provision for zakat

2021 2020
Balance at beginning of the year 22,018 18,381
Pau during the year (25,569) (18,826)
Zakat for the year 19,454 19.581
Proviston for expected zakat claims 5 866 2.883
Provided for the year 25320 22,464
Balance at the end of the year 21,770 22,019

21.4. Status of zakat

The Group submitted ils consolidated zakat return for the year ended December 31, 2020 and received a zakat
certficate valid until Apnil 3G, 2022

Zaxat has been calculated for the subsidiaries mentiened in note (1) within the consolidated financial statements of the
Group. The Greup is committed to accounting for it before the Zakat, Tax and Customs Authority, and each subsidiary
is charged with its due Zakat in accordance with the Group's policy of redistributing Zaekat among the subsidiaries,

The Company finatized its zakat status with the Zakat, Tax and Customs Authonty until 2018. The Authonty amended
the zakat returns for the years 2015 o 2018 This resulted in zakat differences amounting to SR6.019 thousand riyals,
which were fully pad

The Zakal, Tax and Customs Autherity has emended the zakal returns for the years 2019 and 2020, which resulted in
zakal differences amounting to SR5,982 thousand for the year 2019 and for the year 2020 the amoun! of SR3,183
thousand. In the subsequent period, the Company submifted objeclions to these differences and paid a parcentage
25% of the difference amount.

21.5. Value Added Tax

The Group submits consolidated VAT retums every month. it submitted December 2021 return and paid the amount
later
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22. Revenue

Local sales
Export sales

23, Cost of revenue

Raw materials inventory at beginning of the year
Local purchases

Impeor purchases

Less: Raw materials inventory at end of the year
Cost of materials used for production
Products under process at beginning of the year
Industrial expenses and operation supplies
Salaries, wages, aliowances and equivalents
GOSt

Housing and feod

Risk insurance

Electricity and water

Moter vehicles and fuel expenses

Visas, residence permits and work permits
Maintenance and spare parts cost

Medical insurance and treatment

Depreciation on right-of-use assets (note 7 1)
Depreciation on property and equipmant (note 5)
Employee defined benefit cbligations (note 17}
OCther direct expenses

Less: Products under process at end of the year
Finished goods cost

Finished goods inventory at beginning of the year
Less: Finished goods inventory at end of the year
Impairment of inventory (note 9.1)

2021 2020
324,614 248,529
316,902 217,565
641,516 466,094

2021 2020
216,723 261,130
271,346 107,426
138,010 43,449
{229,798) {216,723)

396,281 245282

18,390 17,350
1,028 913
87,695 65,749
4,490 3,196
7.845 4,369
6.584 6,756
30,993 27.791
4.420 3,640
5.074 5993
18,262 14,795
3,846 4,205
1,587 1,590
47617 49,560
6,027 4,243
2,445 1,688
(25,374) (18,390)

i 617,211 439,820
105,158 101,134
(100.582) {105,158)

041 .
622,728 435,796
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24. Selling and marketing expenses

Salaries, wages and benefils

Transportation and cargo

Sale incentives

Samples

Leases

Insurance expenses

Car and fuel expenses

Medical insurance and treatment

Depreciation on propery and equipment (note 5)
Advertising and other

25, General and administrative expenses

Salanes, wages and relaled expenses
Impairment of trade receivablés (note 10.1)
Feas and subscaptions

Consulting and professional fees

Bank fees

Stationary and printings

Post, telephone and Internet

Board of Direclors bonuses and expenseas
Canteen and cleaning

Maintenance and repair

Cars expenses

Miscellaneous

26. Other income

Remt

Income fram related parties companies

Gains on disposal of property and equipment

Proviston for impairment of inventory no longer required (note © 1)
Miscellaneous income

27. Net finance cost

Income from bank deposits
Interests on bank facilities
Lease interast (note 7.2}
Finance charges

2021 2020

1,148 1212

18,682 10,220

1,962 1.461

418 734

324 280

303 332

166 188

17 15

: 6

1.520 1,162

24,541 15,608
2021 2020

9,364 9,132

3,602 5,000

1,310 1,312

1,272 1,960

911 499

781 525

824 6544

816 512

437 388

86 73

73 77

1,313 1,079

20,389 21,302
2021 2020

3479 5.348

732 837

1,245 153

= 69

357 708

5.813 7415
2021 2020

(57) (104)

1,700 2,763

923 967

a9 -

2,657 3,626
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28. (Loss) per share
The basic (loss) per share was caiculated by dividing the net (foss) for the year attributable to the Shareholders of the

Company by the weighied average number of issued shares. The reduced (loss) per share equaled the (loss) per share
as follows:

2021 2020
Net (loss) for the year allributable 1o Company's Sharehelders (47,754) {24.831)
Weighted average number of shares issued "in thousand of shares” 81,250 ¢ 81,250
Basic and diluted {loss) per share attributable to the Company's
Shareholders (0.59) (0.31)
29, Segment information

The Group's oporating segments represent two pnmaty seclors {the carpet, rugs and related products sector, and the
blankets seclor). Below is a summary of some of the financial information for the primary business sectors for the year
ended December 31, 2021 (compared (o the year ended December 31, 2020)

Carpet, rugs and

Description/sector related products Blankets Total

For the year ended December 31, 2021

Reveaus 572,559 68.957 641,518

Cost of revanue {557 .932) (64,796) (622,728)
Gross profit 14,627 4.161 18,788

Net {loss) for the year 146.034) (1,720) (47,754)

Propery, plant and equipment - pet 208,100 20,484 228,584

Total asse's 1219 846 132,597 1,352,443

Tetal hatilities 250839 6,901 257.540

For the year ended December 31, 2020

Revenue 403,425 52,6689 466,094

Cost of ravenue (377.850) (57.,946) (435,796)
Gross profit 25.575 4723 30,298

Net (foss) for the year (23,071) {1,760) {24,831)
Property, piant and equipment - nel 278,910 19,736 298,646

Total assels 1,147 408 135,379 1,282,787

Total fiabiiities 144,765 6.313 151,082
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29. Segment information...(continued)

Geographical distribution of sales

The Group carries out its operations in the Kingdom of Saudi Arabia, which is the primary domestic market The
Company markeis its products lo major markets outside the Kingdom, especially in the Guif Cooperation Council
countries, America, Africa, Europe, Australia and others, The foflowing is a summary of the geographical distribution of
sales for the year ended December 31, 2021 {compared 1o the vear ended December 31, 2020).

31/12/2021 31/42/2020
Local sales (inside Kingdom of Saudi Arabia) ) 324,614 k= 42£§,.§2_9_
Sales (outside Kingdom of Saudi Arabia}
Asia Continent 102,313 68,592
North America 70,932 39,020
African Continent 32112 28,452
Europe and Australia 111,545 81,501
316,902 217,565
641,516 466,094
30. Contingent liabilities and capitai commitments
3111212021 31/12/2020
Total contingent Total contingent
liability Paid margin liability Paid margin
Letter of cradits and guarantees 97-972_ 2 23,555
31 Financial instruments and risk management

The Group's aclivities are exposed to various financial risks including: Liquidity risk, credit risk, and market risk (include
currency risk, fair value risk, cash flow of commission rate and price risk}. The Group's overall risk management
program focuses on the unpredictability of financial markets and seeks to minimize potential adverse effects on the
Group's financal performance

Group's financtal instruments comprise financial assets (cash and cash equivalents, frade receivables, invesiments at
fair value through profit or toss, and other recevables) and financial iabilities (banks- cradit facilities, trade and other
payables) and include 1he foliowing risks

311 Liguidity risks

Liguidity nsk is the risk that an entity will encounter difficulty in raising funds to meet commitments associated with
financial instruments, Liquidity risk may result from the inability to selt a financial asset quickly at an amount close to its
fairvalue. The Group manages and monitors liquidity risks on a regular basis to ensure that sufficient funds are avaitable

through bank facilities to meet any future commitments

The Group's sales conditions stipulate that payments are to be made in cash upon delivery of the goods or on a credit
basis

Al current habilities are expected ta be seflled within 12 months as of the date of the financial statemenis.
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311

Liguidity risks... (continued)

December 31, 2021

Banks - credit facilities
‘Irade payables

Due o related partics
Other payables

Upon demand or

less than one year 1 -5 yoars More than 5 years Carrying amount
152,951 - 152,851
30,631 - 30,631
147 - 147
8,987 - B.987
T TR 2T = Ul 192,716

December 31, 2020

Banks- Credit facilities
Trade payables
Due to related parties
Other payables

31.2 Credit risks

Upon demand or

less than one year 1 -5 yoars More than 5 years Carrying amount
66,304 - 66.304
12,879 - 12,879
185 - 185
6,394 - 6,394
85,762 - 85,762

A credit risk refers o the risk that a customer or a counter party in a financial instrument will default on its contractual
obligations resulting in financial loss to the Group and arises principally from the cash at banks and receivables The
Group minimizes cradit risks associated with receivables by establishing procedures for credit limits for each customer

and menitoring outstanding receivables in line with

rated banks

a set of procedures and policies. Cash is deposited with high credit

The following are the carrying amounts of financlal assets which represent the maximum of credit risks:

Cash with banks
Trade recevables
Other receivables

2021 2020
70,808 75,969
410,596 346,185
14,003 _ 18%
495,407 430,044

Accounts receivable are shown net of provision for impairment of rade receivables and sales discounts and returns,
The Group applies the simplified version of ECL measurément by grouping recelvablas based on common credit risk
characteristics and the days on which they are due
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31.3 Market risk

Market risk is the risk of fluctuations in a financial instrument due o changes In prevailing market prices such as foreign
exchange rates, Inlerest rates, and equity rales, which affect the Group's income or the value of its financial insfruments.

Market risk management aims to manage and conirol marke! risk exposure within acceptable parameters while
maximizing returns,

The Group is exposed to the following market risks:

Currency risk

Currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign exchange rates
affecting foreign currency payments and receipts along with assessment of assets and liabilities in foreign currencies.

The Group is subject to fluctuations in foreign exchange rates in the normal course of its business. The Management
reqularly monitors changes in foreign exchange rates and manages the impact on the financial statements,

Fair value risk

Fair value s the amount for which an asset could oe exchanged, o a liability settled between knowledgeabie, willing
parties in anarm's length transaction. Since the Group's financial statements are prepared under the historical cost
principle, differences may arise between the carrying amount and the fair value estimates. The Group's Management
believes that the fair value of the Group's financial assets and liabilities approximates book balances

Afinancial instrument is regarded as quoled in an active market if quoted prices are readily and regularly available from
an exchange dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent actual
and regularly occurfing market transactions an an armv's length basis,

When measuring fair value, the Group uses observabie market information whenever possible. Fair values are
categonized into different levels in the fair value hlerarchy based on the inputs used in the valuation methods as follows,

Level 17 Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can
access at the measwremeant date,

Level 2. Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (1.e. derived from prices);

Level 3. Inputs for the assets or liabiiities that are not based on observable market data (unobservable inputs).

If muitiple inputs used to measure fair value are categonzed into different levels of the fair value hierarchy, the Fair
Value Measurement is categorized in its entirety in the level of the lowest level input that is significant to the entire
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 period there were no transfers between the farr value levels of Level 1 and Level 2.

Where the Group's financial instruments are grouped according to the historical cost principle, except for investments
and denvative financiat instruments charged 2t the fair value, differences may anse between the carrying amount and
the fair value estimates. The managemen! believes that the fair value of the Group's financial assets and liabilities are
not matenally different from they carrying amount
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Fair value risk...(continued)

Followings are the financial assets measured at fair value:

Assets Level 1 Level 2 Level 3 Total

Investments at fair value through other comprebensive income - - 94 804 94 804
liwestments at fair value through profits or osses 5,950 e - 8850
Total assets at fair value 950 - 94,804 103,754

Interest rate risk (currencies)

Interesl rate risk (commissions) represents the risk related to the effects of fluctuations in interest rates (commissions)
prevailing in the market to the Group’s financial position and its cash flows.

Commodity price risk

Commodity price risk 1s the risk asscciated with changes to the pnces of certain commodities to which the Group is
exposed as a result of adverse impact on the Group's costs and cash flows. The commadity price risks arise from the
expected purchases of cedain commodities made of raw materials used by the Group

32. Covid-19 updates

The spread of the corona virus (covid-19; pandemic was confirmed af the beginning of 2020, causing disruption fo
business and economic activities around the world, including the Kingdom of Saudi Arabia, which took precautionary
measures 1o encounter the adverse effects of the pandemic.

As a resull of the pandemic, the Group's Management had to reassess the main assumptions, estimates and sources
applicable lo the Group's consolidaled financial stalements for the year ended December 31, 2021.

Curing the period, and in the light of the discovery of vaccines for this pandemic and the reducing impact resulting from
that pandemic, the Managemen! assessed all the effecis on the Group's operations and activities,

Based on that assessment. no significant changes were required in the consolidated financial statements for the year
ended December 31, 2021. The Group conlinues to closely monitor the covid-19 developments: The Management is
nol aware of any anticipated facters that might change the impact of the pandemic on the Group's operations.

33, Events subsequent to financial statements date

Tha Management believes there are no significant events as of the date of the consolidaled financial position on
December 31, 2021 and until the date of preparing these financial statements that may have a significant impact on
the consoligated financial statements.

34. Approval of the financial statements

Thase consohdated financizl statements for the year ended December 31, 2021 were approved by the Group's Board
of Directors on March 31, 2022
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