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Independent Auditor’s Report

To the Shareholders of Al-Sharqiyah Development Company
(A Saudi Joint Stock Company)

Repart on the audit of the financial statements
Opinion

We have audited the financial statements of Al-Sharqiyah Development Company - a Saudi Joint Stock
Company (“the Company”), which comprise the statement of financial position as at December 31, 2021, the
statement of profit or loss and other comprehensive income, the statement of changes in equity and the
stalement of cash flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2021, and its financial performance and its cash flows for the year
then ended in accordance with the International Financial Reporting Standard (IFRS) that are endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements issued by the Saudi Organization for
Chartered and Professional Accountants (SOCPA).

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

Emphasis of Matter

We draw attention to Note 19 to the accompanying financial statements, which states that the Company has
received certain land parcels as grants from the government of the Kingdom of Saudi Arabia after meeting all
the required conditions of the grant. The Ministry of Environment, Water and Agriculture has issued a
ministerial resolution on 6 February 2019 confirming the Company’s compliance with the terms and
conditions of the grant and the Company’s ownership of the land parcels. However, such resolution is subject
to final approval by the royal decree after which the Company will legally own these land and such royal
decree has not been issued until the date of this report, Our opinion is nol modified in respect of this matter.

Material Uncertainty Related to Going Concern

We draw attention to Note 1 to the accompanying financial statements, which indicates that Company has not
conducted any commercial operation during 2021 and has incurred a net loss of Saudi Riyals 0.3 million for
the year ended 31 December 2021. Also, the current liabilities exceeds the current assets by Saudi Riyals 41.6
million as of that date. These conditions along-with other conditions, as explained in Note 1, cast significant

uncertainty on the Company’s ability to continue as a going concern, Our opinion is not modified in respect of
this matter,
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Auditor’s Report
To the Shareholders of Al-Shargiyah Development Company (continued)

Key Audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion

on these matters.

Going concern

See Note | to the financial statements.

The key audif matter

How the matter was address.ed in our audit

The Company has incurred a comprehensive loss of
Saudi Riyals 337,788 for the year ended 31 December
2021, Also, the Company's current liabilities exceeded
its current assets by Saudi Riyals 41,648,627 as of that
date.

The Board of directors and management of the
Company is actively working on the raise new capital
to address its negative working capital situation and
the resclving the matters leading to the suspension of
its commercial registration. Accordingly, the financial
statements have been prepared on a going concern
.basis

We identified the going concern as a key audit matter,
as the management assessment is considered important
for the going concern assumption and it is largely
based on expectations made by management, that can
be influenced by subjective elements; such as oulcome
of the future events and forecasted results,

We performed the following procedures,
among others:

- Obtained an understanding of the management
process of addressing negative working capital;

- Reviewed the overall reasonableness of inputs and
assumptions in the cash flow forecast against historical
performance, and the Company’s business plan;

- Assessed the key assumptions used by management
in preparing its cash flow forecast; including those
pertaining to revenue growth, forecasted costs and
expenses and the expected timing of major payments;

- Inspected documentation relating to banks credit
facilities and management assessment of compliance
with loans covenant; and

- Assessed the adequacy of the Company’s disclosures
in respect to the preparation of the financial statements
on a going concern basis,

Other Matters

The financial statements of the Company for the year ended 31 December 2020 were audited by another
auditor which has expressed an unmodified opinion on those financial statements dated 17 Shaban 1442H

(corresponding to 30 March 2021).

Other Information

Other information consists of the information included in the Company’s 2021 annual report, other than the
financial statements and our auditor’s report thereon. Management is responsible for the other information in

its annual report.

Our opinion on the financial statements does not cover the other information and we do not express any form

of assurance conclusion thercon,

Audit | Tax | Cansulting

In conneclion with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Bilgl oy |ty y e

Eaml pa



gl DL M gt gt
Aliled Accountants Professlonal Services

Auditor’s Reporl

To the Shareholders of Al-Shargiyah Development Company (continued)

Responsibilities of Management and Those Charged with Governance for the Financial Statements t
Management is responsible for the preparation and fair presentation of the financial statements in accordance

with International Financial Reporting Standards that are endorsed in the Kingdom of Saudi Arabia, other

standards and pronouncements issued by SOCPA, the applicable requirements of the reguiations for companies

and Company’s By-laws, and for such internal control as management determines is necessary to enable the

preparation of financial statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance, Board of Directors, are responsible for overseeing The Company’s financial
reporling process.

Audifor’s Responsibilities for the Audit of the Financial Statements

Our objeclives are o obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s 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 expacted to influence the
economic decisions of users taken on the basis of these financial statements.

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

- Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecling a material
misstatement resulting from fraud is higher than the one resulting from error, as fraud may involve
collusion, forgery, intentional omission, misrepresentations, or the override of the Company’s 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 eslimates
and related disclosures made by management.

- Conclude on the appropriateness of management’s use of the going concem basis of accounting and based
on the audit evidence obtained, whether a material uncertainty exists related (o events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a
material uncertainly exists, we are required to draw attention in our report to the related disclosures in the
financial statements, Or, we must modify our opinion if such disclosures are inadequate. Our conclusions
are based on the audit evidence obtained up to the date of our report auditor. However, future events or
conditions may cause the Company to cease to continue as a going concern.
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Auditor’s Report

To the Shareholders of Al-Sharqgiyah Development Company (continued)

- EBvaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represents the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matlers, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal controls that
we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expceted to
outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Paragraph 135 of the Companies Law requires that the auditor includes in his report what might come to his
attention with respect to non-compliance of the terms of the Company Law or the terms of the Bylaws of the
Company. During our current audit of the financial statements, we have noted that the Company's commercial
registration has been suspended as a result of many lawsuit cases filed against the Company. Also, see the
“Material uncertainty related to going concern” section of our report. Subsequent to end of financial year, the
Company has settled the reasons for suspension of its commercial registration, which led to reactivation.

Allied Accountants Professional Services Company

Mohammed bin Farhan bin Nader
License 435 : e e
Al Khobar, Saudi Arabia e Mgy s i
26 Shaaban 1443 (corresponding to 29 March 2022) R
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AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

STATEMENT OF FINANCIAL POSITION

As at 31 DECEMBER 2021

(All amounts expressed in Saudi Riyals unless otherwise stated)

Assets

Non-Current Assets

Property, plant and equipment
Investment in equily instruments
Total Non-Current Assets

Current assets

Trade receivables, prepayments and other receivables

Cash and cash equivalents
Total Current Assets
Total Assets

Equity and liabilities
Equity

Share capital
Statutory reserve
Retained eamings
Total Equity

Liabilities

Non-Current Liabilities
Employee Benefits Obligations
Total Non-Current Liahilities

Current Liabilities

Trade and other payables
Due to related parties

Short term loan

Accrued dividends

Provision for zakat

Total Current Liabilities
Tolal Liabilities

Total Equity and Liabilities

/"—} )
These finanefal statenfents were approved by the Board of directors on
behalf by

I'he accompanying notes from 1 to 27 form @

Note

11
12

FA

14
15
16
17
18

As at 31 December

2021 2020
183,057,808 (83,697,793
1,425,600 1,425,600
184,483,408 185.123,393
84,103 86,599
272,618 124,711
356,721 201,310
184,840,129 185,334,703
75,000,000 75,000,000
3,276,667 3,276,667
64,390,090 64,727,878
142,666,757 143,004,545
168,024 47,097
168,024 47,097
11,832,979 10,528,471
2,818,118 456,669
10,000,000 10,000,000
1,359,072 1,359,072
15,995,179 19,938,849
42,005,348 42,283,061
42,173,372 42,330,158
184,840,1 185,334,703

5

March 2022 and were signed on its

O

Chief]:lxcmw Chairman

tegral part of these financial statements.



AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

(All amounts expressed in Saudi Riyals unless otherwise stated)

For The year ended 31 December

Note 2021 2020
Revenue 1 o "
Cost of revenue - <
Gross Profit - -
General and administrative expenses 20 (4,781L,130) (2,594,016)
Operating Loss (4,781,131) (2,594,016)
Other income 21 950,241 533,372
Finance cost (350,141) (143,216)
Loss Before Zakat (4,181,031) (2,203,860)
Zakat 18 3,943,670 (18,261)
Loss for the year (237,361) (2,222,121)
Other comprehensive income
[tems that will not be subsequently reclassified to
profit or loss:
Loss on measurement of employees’ benefits plan _ (100,427) (17.243)
Total comprehensive loss for the year (337,788) (2,239,364)

Loss per share attributable to the shareholders
Basic and diluted

(0.04) (0.30)

Chairman

The accompanying notes from | to 27 form an integral part of these financial statements.



AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2021

(All amounts expressed in Saudi Riyals unless otherwise stated)

Statutory Retained
Share capital reserve earnings Total
Balance as at | January 2020 75,000,000 3,276,667 66,967,242 145,243,909
Loss for the year - - (2,222,121) (2,222,121)
Other comprehensive income - - (17,243) (17,243)
Balance at 31 December 2020 75,000,000 3,276,667 64,727,878 143,004,545
Loss lor the year - - (237,361) (237,361)
Other camprehensive income - B (100,427) (100,427)
Balance at 31 December 2021 = 75,000,000 3,276,667 64,390,090 142,666,757

These financial statements were approved by the Board of direct
behalf by

on 30 March 2022 and were signed on its

W

-

T

The accompanying notes from | to 27 form an integral part of these financial statements.



AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2021

(All amounts expressed in Saudi Riyals unless otherwise stated)

For The year ended 31 December

2021 = 2020
Cash flows from operating activities
Loss before zakat (4,181,031) (2,203,860)
Adjustments of non-cash items:
Depreciation of property, plant, and equipment 642,979 662,540
Gains on the disposal of property, plant and equipment - (203,868)
Impairment loss on trade receivable - 4,000
Zakat of previous years - 175,132
Employee benefit obligations 20,500 12,000
Changes in operating assets and liabilities:
Trade receivables, prepayments and other receivables 2,496 931,729
Trade and other payables 1,304,508 55,918
Net cash used in operating activities (2,210,548) (566,409)
Cash flow from investing activities
Payment of purchasing of property and equipment (2,994) (5,547)
Proceeds from disposal of property, plant and equipment - 203,870
Net cash (used in) generated from investing activities (2,994) 198,323
Cash flow from financing activities
Related parties 2,361,449 408,769
Net cash generated from financing activities 2,361,449 408,769
Net change in cash and cash equivalents . 147,907 40,683
Cash and cash equivalents at the beginning of the year 124,711 84,028
Cash and cash equivalents at the end of the year 272,618 124,711
Non-cash transactions
Actuarial loss from re-measurement of employees' benefits plan (100,427) (17,243)

mcr Chairman

The accdpanying notes from 1 to 26 form a al part of these financial stalements.



AL-SHARQIVAH DEVELOPMENT COMPANY

{A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL SYATEMENTS

FOR THE YEAR ENDED 31 TECEMBER 2021

(All amounts expressed in Saudi Rivals unless otherwise stuted)

GENERAL INFORMATION

Al-Shargiya Development Company (the "Company”) was ragistersd under Ministerial Resolulion No. 406 oa
Dhul-Qi’dati 21, 1406 as a Saudi Ioint Stock Company under Commercial Registration {"CR") number
2050016477, issued in Dammam on 19 Mauharram 1407 (corresponding to 21 September 1986). The share capital
of the Company was set at 75 mitlion, Comprising 7.5 million shares of equal value l.e Saudi Riyals 10 Each.

The Company's main activilies are;

- Growing vepetables in grecnhouses and growing various outdoor vegetables;

- Hydroponics for vegetable production;

- Mixed farmving (mixed production between crops and animals without speciatized production in crops and

animals);

Irrigation projects (operation of irrigation systems for agricultural projects), and installing greenhouses; and

- Support activities for animal production,
The accompanying financial statements include the accounts and result of the Company’s with the following
details:

E

Nagg CR No, Activity Type CR Statusz
Ad Shargiysh Development Company 2050016477 Mentioned above Main Suspended
Rranch of Al Shargiyah Developmient Mauagement and leasing of - .
Company — Riyadh 1010480322 owned or lcased reul eslale Branch Adtive
Going concern

The Financial stalements have been prepared on the basis of the geing concern principle, which assumes that the
Company will be able to manage liguidity to ensure as much as possible that it has sufficient liquidity Lo meet its
obligations when due. The Company has incuwrred a loss of SR 337,788 for he year ended 31 December 2021
(2020: SR 2,239,364). As at 31 December 2021, the Company's current liabilities exceeded its current assets by
SR 41,648,627 (2020: SR 42,071,751), The Company has not conducted any commerical operations during the
year. These circumslances indicaie the existence of material uncertaitity about the Company's ability 1o continue
as a poing COncern.

The management believes that the Company wilt be able to generate sufficient cash flows to meet its obligalions
for al least 12 months from the date of the accompanying finuncial statements based on:

a. As per the Ministry of Environment, Water and Agricuiture * the Ministry ™ decision no. 121450/1441/1062
dated 6 Jumada [ 1441 Ah (1 January 2020), which expressed the ewnership of Al-Shargiyah Development
Company an area of (72,178,706 square mefters) of the total land arca of the land granted to the Company.
Accordingly, the management believes that the Company will obtain the title deeds of this area during the
year 2022, which wilt enable lhe Company to obtain loans at their discretion in exchange for morlgaging the
Jand deed and through dividing the land to obtain various loans by mortgaging parts of i, in addition to
entering info projects with the Ministry {hrough the Agriculture Bank foan according 10 the requiremenis of
the Ministry,

.

b. During the year 2021, the company obtained an extension of the period of initial permits from the Ministry

for a period of one year, for the following:
« Hydroponic vegetadble production.

Hydrapenics for vegetable production and fish farming (Aquaporic).

Providing marketing services on behalf of oihers.

Breeding and producing mathers of broijer chickens and operating their hateheries.

Breeding poullry.

Fpg produclion,

Production of pouley meat, rabbits and ficsh birds,

¢. Thoe Board of Directors recommended an increase in capital by offering shares of priority rights to he
shareholders amounted to SR 225,000,000, so that tolal capilal alter incrense beeomes SR 300,000,000 and a
financial advisor has been appointed to manage he underwriting in the prioviy Fights shares, On 2 September
2021 Al-Shargiyah Development Company submitted request for the increase of the Company's capital by
Difering Right Issues Application File to CMA to oblain the approval.

9
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AL-SHARQIYAH DEVELOPMENT COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021
_(All amounts expressed in Saudi Riyals unless otherwise stated)

1. GENERAL INFORMATION (Continued)

Considering above, management has reasonable expectations of the existence of various funding sources to manage
the liquidity risk in the near future. If the Company is unable for any reason to continue operating and achieve what
is mentionad above, this may have an impact on the Company's ability to realize the assets and (o settle the
liabilities and continue as going concern,

2. BASIS OF PREPARATION

2.18tatement of compliance

These financial statements have been prepared in accordance with I[nternational Financial Reporting Standards
(*IFRS") that are as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued
by Saudi Organization for Chartered and Professional Accountants (“SOCPA™).

2.2Basis of measurement

These financial statements have been prepared on a historical cost using going concern basis using the accrual
basis of accounting, except for cash flow information. The re-measurement of certain financial assets and
financial liabilities at fair value and the recognition of employees’ end-of-service benefits al the present value of
the defined benefit obligation have been adjusted, as explained in the relevant policy notes. The basis off
measurement is fully described in the accounting policies below.

The Capital Market Authority has allowed the listed Companies to use the fair market value or the revaluation
module to measure the investment property starting from January 1, 2022. [U's also required the companies to
continue the use of cost module for property, plant and equipment and intangible assets.

2.3Functional and presentation currency

These financial statlements are presented in Saudi Riyals (SAR), unless otherwise stated, which is the functional
and presentation currency of the Company.

The Company’s fiscal year starts from the beginning of January of each calendar year and ends at the end off
December of the same year,

SUMMARY OF SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements in accordance with International Financial Reporting Standards requires
management to make judgments, estimates and assumptions that affect the recognized amounts of revenues, cost,
assets and liabilities, and disclosures of contingent liabilities at the reporting date. However, uncertainty about these
assumptions and estimates may result in outcomes that could require a material adjustment (o the carrying amount
of the assets or liabilities in the future period.

These estimates and assumptions are based on expericnce and various other factors that are believed lo be
reasonable under the circumstances and are used to judge the carrying amounts of assets and liabilities that cannot
be determined from other sources. Estimates and assumptions are reviewed periodically, and adjustments to
accounting eslimates are recognized in the period in which the estimates are revised or recognized in the adjustment
period, and future periods if the modification changes the current and future periods.

Judgments

Information about significant judgments made by the Company when applying accounting policies that have a
material impact on the amounts recorded in the financial statements is included in the following notes:

- Note - Revenue recognilion

- Note - 'determining whether an arrangement involves a lease!
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AL-SHARQIY A DEVELOPMENT COMPANY

{A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

(All amounts expressed in Saudi Riyals unless otherwise stuted)

SUMMARY OF SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUNMPTIONS (continued)

Assumptions aad Upceriain Estimates

Information about uncertainties sbout assumptions and estimates as at December 31, that have & material risk of
causing a material adjustment to the carrying amounts of assets and liabilities during the next financial year is
included in the following notes:

- Measurement of employce benefits: Major actuarial assumptions;

The cost of defined end-of-service benafits and the present value of the related liabilities are determined using
actuarial valuations, The actuarial valuation invoives making varlous assumptions that may diffee from actual
developments in the future. 1t also includes determining the discount rate, future salary increascs, leavening before
the natural retvement ape, dealh rates, and others. Because of the valuation's difficuity and underlying assumptions,
and its long-term nature, defined benefit abligations are highly sensitive to changes in these assumptious. All
assumptions are reviewed at the balance sheet date. The criterion most subject (o change is the discount rate.

- Useful life of property, and equipment

Management determines e useful [ives and the residual value on disposal of property, plant, and equipment. Such
estimates are made taking into consideration the factors of expected usage of the assets, expected physical wear and
tear, program of repair and maintenance and technalogical obsolescence due to changes. The management reviews
the useful lives, residual value and depreciation method annuaily, where future depreciation is adjusted when
management belicves that thece have been chunges in the useful fives, residual value and depreciation method from
those estimates used in previous years,

- Measurement of fair value of financial instruments

In the casc (hat the fair value of financial asscty recorded in the statement of financial posilion casnot be measured
on the basis of prices listed in the active market, their value is determined using valuation methods, including the
present value of the expected cash flows [rom those assets, or using other methods as slipulated in [nlernational
Standard No, 3.

- Going concern basis

The Company's management has made an assessment of ils abifity te continue using the going concern basis and
has come to the conclusion that it has sufficient resources to continue its operations in the future. In addilion, the
management is nol aware of any material circumstances or events thut may cast a doubt on the Company’s ability to
continue as a going concern. Accordingly, the financial statements have been prepared on a going concern basis,

-Impairmeat of trade and other receivables

‘The Company's management applies the expected credit loss modef to determine the impairment losses aof trade
receivables. The Company's management makes estimates when making lhese assunptions and determitiing
impairment inputs based on the Company's past history and current market conditions, as well as future estimates at
the end of cach reporting period.

- hinpairment inventory

The Company’s managemnent creates a provision for slow-moving and obsolete inventory items based on past
experience, current condition, and (ufure expectations wilh respect to usage. The Company's management's
eatimates of the provision for slow-maving inventory may change from period to another due o the assessment of
the Onture usc of inventory from peried to another. knventaries are measurcd at cost or et realizuble value,
whicheves is lower. Cstimates of nel realizable value are hased un the mosi reliable evidence af the dme the
eslimates were made,



AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

(All amounts expressed in Saudi Riyals unless otherwise stated)

4, NEW STANDARDS, RELEASES, INTERPRETATIONS AND CHANGES IN SIGNIFICANT
ACCOUNTING POLICIES

The new aad revised International Financial Reporting Standards that the Company has applied and do not
have a material impact on the financial statements

The following are the new or amended standards applicable during the year that are applicable to the financial
statements for the years beginning on or after January 1, 2021, when they were applied when preparing these
financial statements. The application of these standards does not have a material impact on the data presented in the
financial statements for the current year or the comparative year, but it may have an impact on the accounting
treatments for future transactions or arrangements.

A, Amendments to [FRS 7 and IFRS 16 Interest Rate benchmark reform- Phase 2
The Phase 2 amendments address issues that arise from the implementation of the reforms, including the
replacement of one benchmark with an alternative one. The Phase 2 amendments provide additional temporary
reliefs from applying specific IAS 39 and [FRS 9 hedge accounting requirements to hedging relationships directly
affected by IBOR reform.

B. Amendment to IFRS 16 “Leases” - Covid-19 related rent concessions
As a result of the coronavirus (COVID-19) pandemic, rent concessions have been granted to lessees. In May 2020,
the International Accounting Standards Board (“IASB”) published an amendment to IFRS 16 that provided an
optional practical expedient for lessees from assessing whether a rent concession related to COVID-19 is a lease
modification. On 31 March 2021, the [ASB published an additional amendment to extend the date of the practical
expedient from 30 May 2021 to 30 June 2022, Lessees can select to account for such rent cancessions in the same
way as they would if they were not lease modifications. In many cases, this will result in accounting for the

concession as variable lease payments in the period(s) in which the event or condition that triggers the reduced
payment occurs.

The adoption of above amendments does nat have any material impact on the Financial Statements during the year.

The following is a statement of the new standards and amendments to the standards applicable for the years
beginning on or after January 1, 2022, with early application permitted, but the Company did not apply them when
preparing these financial statements.

: A, Amendments to International Accounting Standard No. 1, “Presentation of financial statements”, on the
classification of liabilifies.

These narrow-scope amendments to [AS 1, ‘Presentation of financial statements’, clarify that liabilitics are
classified as either current or non-current, depending on the rights that exist at the end of the reporting period.
Classification is unaffected by the expectations of the entity or events after the reporting date (for example, the
receipt of a waiver or a breach of covenant). The amendment also clarifies what IAS 1 means when it refers to the
‘settlement’ of a liability.

B. Amendments fo IFRS 3 and IAS 16 and IAS 37

FRS 3, ‘Business combinations’ update a reference in IFRS 3 to the Conceptual Framework for Financial Reporting
without changing the accounting requirements for business combinations.

- 1AS 16, ‘Property, plant and equipment’ prohibit a company from deducting from the cost of property, plant and
equipment amounts received from selling items produced while the company is preparing the assct for itsintended
use. Instzad, a company will recognise such sales proceeds and related cost in profit or loss.

- IAS 37, ‘Provisions, conlingent liabilities and contingent assets’ specify which costs a company includes when
assessing whether a contract will be loss-making.

C. Amendments to TAS 1, Statement of Practice 2, and IAS 8

- The amendments aim to improve accounting policy disclosures and help users of financial statements to
distinguish betwesn changes in accounting estimates and changes in accounting policies.

Management believes that these new standards, amendments and interpretations will be applied when preparing,
the financial statements for the years when those new standards, amendments and interpretations become
effective, and management believes that these standards do not have a material impact on the financial
statements when applied.
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AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

(All amounts expressed in Saudi Riyals unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in these financial statements are set out below. These policies have been
consistently applied to all the years presented, except for the changes in accounting policies mentioned in Note 4.

Financial Instruments

Financial instrument is a contract that give rise to a financial asset of one entity and financial liability or equity
instrument of another entity.

Financial assets or financial liabilities are recognized at fair value. The transaction price is the costs directly
attributable to the acquisition or issue of financial assets or financial liabilitics (excluding financial assets and
financial liabilities that are subsequently measured at fair value through profit or loss), which are added to or
reduced from the fair value of the financial assets or financial liabilities, as necessary. , upon initial recognition.

Financial assets
Classification and post-measurement

In accordance with IFRS 9, upon initial recognition, financial assets are classified as recorded with: amortized cost;
Fair value through other comprehensive income - debt investments, fair value through other comprehensive income
- equity Investments; or fair value through profit or loss. Financial assets are not reclassified subsequent to initial
recognition, except in the period after the Company changes its business model for managing financial assets, in
which case all affected financial assets are reclassified on the first day of the financial reporting period after the
change in business model.

A financial asset is measured at amortized cost if the following two conditions are met and is not designated at fair
value through profit or loss:

e The asset is held within a business model whose abjective is to hold assets in order to collect contractual cash
flows; And
«  Itscontractual terms give rise lo cash flows on specific dates that are payments that are limited to principal and
interest on the principal amount outstanding. On initial recognition of equity investments not held for trading, the
Company may irrevocably decide to present subsequent changes at fair value through other comprehensive income.
This decision is made on an investment-by-investment basis. The Company does not have any financial assets
designated at fair value through other comprehensive income.

All financial assets not classified at amortized cost or at fair value through ether comprehensive income as
described above are measured al fair value through profit or loss. On initial recognition, the Company may
irrevocably designate a financial asset that meets the requirements to be measured at amortized cost or at fair value
through other comprehensive income because its measurement at FVTPL eliminates or significantly reduces an
accounting mismatch that would otherwise arise,

Business Model Evaluation

'The Company makes an evaluation of the objective of the business model in which the asset is held at the portfolio
level because this reflects the best way of conducting the business and providing information to management. The
information considered includes:

¢ The policies and objectives established for the portfolio and the implementation of those policies in
practice. In particular, the extent to which managemenl's strategy focuses on achieving contractual
commission income, maintaining a certain commission rate, matching the time period of [inancial asscts
with the time period of financial liabilities or expected cash outflows, or realizing cash flows through the
sale of assets;

« How to evaluate and report on the performance of the portfolio;

e The risks that alfect the performance of the business model (and the financial assets held within the
business model), and how those risks are managed,

s How the business managers are compensated, for example whether compensation is based on the fair value
of the assets under management or the contractual cash flows collected; And

+  The frequency, volume and timing of sales of financial assets in previous periods, the reasons for those
sales and their expectations regarding future sales activity. However, these sales cannot be taken into
account alone, but as part of the overall assessment of how the Company will reach the goals set for
managing the assets, and how to achieve the cash Mow,
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AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021
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5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (Continued)

Transfers of financial assets lo third parties in transactions that do not qualify for derecognition are not sales of
purpose, consistent with the Company's continuing recognition of the assets, Financial assets thal are held [or
trading or management purposes and whose performance is measured on a Ffair value basis, are measured al fair
value through profit or loss. The evaluation of the business model is done according to scenarios that can reasonably
aceur without taking into account the so-called “worst case” or “stress case” scenarios.

If, after initial recognition, the cash flows are realized differently from the original Company's expectations, the
Company does not change the classification of the remaining financial assets held within that business maodel, but
takes into account this information when evaluating the business model for financial assets to be used or purchased
in the future. . Financial assets that are held for trading and whose performance is measured on a fair value basis are
measured at fair value through profit or loss because these financial assets are not held to collect contractual cash
flows or to collect contractual cash flows and sell financial assets.

Assessing whether the contractual cash flows of an asset are payments solely on principal and interest

For the purpose of this assessment, a “debt asset' is defined as the fair value of the financial asset on initial
recognition. 'Interest’ is defined as consideration for the time value of money, the credit risk associated with the
principal amount outstanding over a given period of time, and other basic lending options and costs (such as
liquidity risk and administrative costs) as well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Company
considers the contractual terms of the instrument. This includes assessing whether the financial asset includes a
contractual terms that could change the timing or amount of contractual cash flows such that it would not meet this
condifion.

When making the assessment, the Company takes into account:

»  Contingent events that change the amount and timing of cash flows;

s Terms that modify the contractual coupon rate, including variable rate featurcs;

=  Prepaid and rollover benefits; And

s Conditions that limit the Company's claim to cash flows from specific assels (such as irrevocable assct
features).

An advance payment benefit is consistent only with the Standard of Payments of Principal and Interest only if the
advance payment is substantially unpaid amounts of principal and interest on the principal amount outstanding,
which may include an additional consideration acceptable for early termination. Additionally, for financial assets
acquired at a discount or premium to the contractual nominal price, a (eature that permits or requires prepayment is
treated in an amount that is the contractual value of the contract plus the contractual interest accrued (but not paid)
(which may also include consideration for additional acceptable carly termination) as compliant with this Standard
if the fair value of the prepayment characteristic is immaterial on initial recognition,

The Company has classified its inancial assets in each of the following categories:

»  Loans and accounts receivablet
. Held to maturity date
o Investments available for salet and
e At fair value through profit or loss, and within this category arc as follows:
- held for trading;
- Classified af fair value through profit or loss.
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5, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (Continued)

Financial Aysets - Subsequent Measuremtent and Profit and Loss:

Financial assets at fair value These assets are subsequently measured al fair value. Net profit or loss,
through profit or loss (FVTPL) including any interest or dividend income, is recognized in profit or loss.

Financial assets at amortized Financial assels are subsequently measured at amortized cost, using the

cosl effective interest ratc method. The amortized cost is reduced by the
impairment loss on the asset. Interest income and gains and losses from
foreign currencies exchange and impairment, if any, are recognized in profit
or loss. Any gain or loss on derecognition is recognized in profit or loss.

Loans and accounts receivable [t is measured at amortized cost. using the effective interest rate method.

Equity investments at fair value These assets are subsequently measured at fair value. Dividends are

through other comprehensive recognized as income in the slatement of profit or loss and other

income comprehensive income unless the dividends clearly represent a recovery of
part of the cost of the investment. Other profits and losses are recognized in
other comprehensive income and are not reclassified to profit or loss,

Financial asscts available for sale  Measured at fair value and any changes therein (other than impairment

losses, interest income and foreign exchange differences on debt instruments)
are recognized in other comprehensive income and the cumulative change is
shown in the fair value reserve,
On derecognition of these assets, the cumulative gain or loss in equity is
reclassified to profit or loss.

Financial liabilities

Classification, posi-measurement, and profit and loss

Financial liabilities are classified as carried at amortized cost, or at fair value through profit or loss. Financial
liabilities that arc classified as held for trading are classificd at fair value through profit or loss or if it is a hedging
instrument, or should be accounted for on this basis from the date of initial recognition. Financial liabilities arc
measured at fair value through profit or loss and any net gains and losses, including inlerest expense, are recognized
in profit or loss, Other financial labilities (including loans, withdrawals, accounts payable and other payables) are
subsequently measured at amortized cost using the effective interest rate method. Interest expense and loss of

foreign exchange changes are recognized in profit or loss. Any gain or loss on derecognition is recognized in profit
or loss.

Effective interest method

The effective interest method is an accounting practice used for caleulating the amortized cost of a debt instrument
and for distributing interest income over the relevant period. For financial instruments other than financial assets
that are purchased or of an impaired principal value, the effective intcrest rate is the rate that effectively discounts
estimated [uture cash Mow payments (including all fees and points paid or received that are an integral part of (he
effective interest rate, transaction costs and premiums). or other discounts) excluding the expecled credit losses
through the expected life of the financial liability or, where appropriate, a shorter period, to the net carrying mmount
on initial recagnition. For financial assets that are purchased or of an impaired principal value, the adjusted effective
interest rate is caleulated by discounting the estimated future cash flows, including expected credit losses, (o the
amortized cost of the debt instrument on initial recognition.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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S.SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (Continued)

Derecognition

Financial assets

The Company derecognizes a financial asset when the contractual rights to the cash flows from the asset expire, or
the right to receive the contractual cash flows is transferred in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred, or in which the Company does not transfer or retain
substantially all the risks and rewards of ownership while not retaining control over the financial assets.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the carrying
amount assigned to the part of the asset that is derecognised) and the consideration received (including any new
assels acquired less any new liabilities incurred) is recognized in profit or loss. Any interest in transferred financial
assets created or retainad by the Company is recognized as a separate asset or liability.

financial obligations

The Company derecognizes financial liabilities when the Company’s obligations are discharged, canceled or have
expired. The Company also stops recognizing financial liabilities when their terms are modified and when the cash
flows of the modified liabilities differ significantly, in which case a new financial liability is recognized based on
the modified terms at fair value,

Upon derecognition of a financial liability, the difference between the carrying amount and the consideralion given,
including non-monetary assets transferred or liabilities incurred, is recognized in profit or loss.

Offseting

The amounts of financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position only when the Company has a legal right to set off the amounts and intends either lo seltle it on a
net basis or to realize the asset and settle the liability simultaneously.

[ncome and expenses are presented on a net basis of gains or losses arising from financial instruments at fair value
through profit or loss and gains and losses from changes in foreign exchange rates.

Impairment of financial assets

[FRS 9 requires the Company to record an expected credit loss allowance for all loans and other debt assets and
financial assets not held at fair value through profit or loss, in addition to loan commitments and financial guarantee
contracts. The provision is based on the expected credit loss associated with the probability of default within the
next twelve months unless there has been a significant increase in credit risk since its inception. If the linancial
assets meet the definition of credit-impaired financial assets purchased or originated, then the provision is based on
the change in the expected credit loss over the life of the assets. Under IFRS 9, credit losses are recognized earlier
than the previous accounting, standard.

The Company applies the simplified method of IFRS 9 to measure expected credit losses that use a useful life
expected loss allowance for trade and other reccivables. To measure expected credit losses, trade and other
receivables are grouped based on common credit risk characteristics and days past due.

In determining whether the credit risk of a financial asset has increased significantly since initial recognition and
when estimating the cxpected credit loss, the Company considers relevant supporting information that is available
without undue cost or effort. This includes obtaining quantitative and qualitative information, carrying out analysis
based on the Company's past experience, and a good credit assessment, including forecast information.

The Company considers a financial asset to be in default when:
o The borrower is unlikely to pay its credit obligations to the Company in full, without resorting to measures
such as the use of collateral (if any); or
¢  That the financial asset is past due date.
Lifetime ECL represents the expected credit losses that will result from possible hypothetical events over the
expected life of the financial instrument. The maximum credit period considered when estimating ECL is the
maximum contractual period over which the Company is exposed to credit risk.
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. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financisl Instrumenits (Continuod)

Measurement fur expected credii foss:
Expected credit losses are a weighted estimate of credit losses. Credit losses are measured as the present value of all
cash shostfalls {that is, the difference between the cash Mlows due to the entity a3 per the contract and the cash fows

the Company expects to receive). Expected credit losses are discounted at the financial asset's original effective
profit raie,

Low-credit financial nssets

The Company assesses at each financial siatement date whether {toancial assets carvied at amartized cost and debt
securities at FVQCI, if any, are credit impaired. A financial asset is considered {mpaired when one or more evenis
that have a negative impact on the estimated fiture cash flows of the financial asset have occurrad,

Evidence thai a financial assel is impaired includes the following observable eveats:

«  due to significant financial difficulty of the borrower or issuer;

«  breach of contract, such as default or late payment;

» Rescheduling of the financial asset by the Company on terms that are not otherwise indispensable to the
Company;

+ U is probable that the borrower will enter bankruptey or other financial reorganization; or

s The absence of an active market for that for a financial instrument due to financial difficultics.

Display the expected credif loss allowance in the stalement of financial position

Loss allowances for (inancial assets measured at amortized cosi are deducted fiom the tolal carrying amount of the
assets.

Write-off

The Company writes off a financial asset when there is information indicating that the counterparty s in severe
financial difficulty and there is an adequale assessment of its wuncollectibilily, For example, when the counterparty
has been placed under liquidation or has entersd into bankruptcy proceedings. Written-off financial assets may
continue 1o be subject to enforcement activities under the Company's recovery procedures, subject to legal advice
where appropeiate. Any regoverics are recognized in profit or loss.

Property, plant, asd equipment

Proparty and equipment are stated at cost, afler deducting accumulated deprectation and impairment loss, if any, as
well as the estimated rosidual value on disposal, il any. Hlistorical cost includes expenditures that are direcily
attributable to the acquisition of the asset, Finance costs on loans that are directly used to finance the construction of

the assets are capitalized over Lhe peried of time required to complete the assels and prepare them for (heie intended
use.

When parts of an itz of property and equipment have different usefud lives, they are accounted for as separate
ilems {major componenis) of property and equipnuent.

Subsequent expeaditures are capitalized ooty when they increase the future economic benefiis embodied in the item
of property and equipment. Al other expenses are recognized in profit or loss as incurred. Capital gains and losses
on disposal of property and equipment arising from the difference between the proceeds from the disposal value and
the net book value of the disposed asset are recopnized in profit or Joss.

The management determines the usetud lives of property, eyuipment and intangible assets for the purposes of
caloulating depreciation and amortization. This estimate is determined afler considering the expected usage of the
assels and replacement and renewal factors. Depreeiation method and vseful lives are reviewed periodically to
ensure 1hat deprecialion method is appropriaie with the expecled economie benefits of property and equipment.

Depreciation is charged to profit or loss and calculated on a straight line basis over the estimated useful lives of
each individual item of properly and cquipment iess the esfimated residual value on disposal as shown above. The
estimaled useful lives of major items of properiy and equipment for the current and comparative periods are as
follows:
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Item Annual depreciation rate
Buildings and constructions 2-15%
Machinery and equipment 10-25%
Motor vehicles 12.5-20%
Furniture and (ixtures 20%

Impairment of Non-Financial Assets

Non-financial assets are tangible assets such as property and equipment.

The values of the Company's non-financial assets (other than inventories, assets held for sale and assets arising from
construction contracts, if any) are studied at the date of the financial statements to determine whether there has been
an evenl or change in circumstances that indicates an increase in the carrying amount of the asset over its
recoverable amount.

When such indication exists, the asset's recoverable amount is estimated. The recoverable amount of an asset or
cash-generaling unit is its value in use less costs to sell or its fair value, whichever is higher, The impairment of an
asset is the difference between the carrying amount of the asset or the related cash-generating unit and the
recoverable amount discounted using the effective rate of return.

The effective rate of return is the rate that exactly discounts estimated future cash payments and receipts through the
expected life of the asset or liability to the total carrying amount of the financial assel or to the amortized cost of the
financial liability. A cash-generating unit is the smallest identifiable group of assets that generate cash flows that are
largely independent of cash flows from other assets or groups of assets.

Impairment losses for the cash-generating unit are recognized by first reducing the impairment assets or reducing
them proportionately from the cash-generating unit's assets.

At the end of each reporting period, impairment losses on other non-financial assets previously charged {rom prior
periods are measured if there are indications that the impairment reversal. An impairment loss is reversed if there
has been a change in the estimates used to determine the recoverable amount.

Impairment is achicved when the carrying amount of an asset or cash-generating unit exceeds its recoverable
amount/value, which is its fair value/value less costs to sell and its value in use, whichever is higher. The fair value
less costs to sell account is calculated based on available data from binding sales transactions, on an arm's length
basis, for similar assets or observable market prices less incremental costs to sell the asset. The value in use is
calculated based on the discounted cash flow model. The cash flows are derived from the budget for the subsequent
five years and do not include restructuring activities that the Company is not yet committed to or significant future
investments that would enhance the asset's performance of the cash-generating unit being tested for impairment,
The recoverable amount is most sensitive lo the discount rate used in the discounted cash flow method as well as
the expected future cash inflows and the growth rate used for extrapolation purposes,

The significant judgments made by management in applying the Company's accounting policies and the main
sources of estimation uncertainty were the same as those disclosed in the last {inancial statements, except for new
significant judgments and key sources of estimation of uncertainties associated with the application of IFRS 13.

Trade receivable and other debit balances
Trade and other receivables are stated at the inveice amount minus the provisions made for amounts deemed
uncollectible by management. Bad debts are written of T when identified and approved by the Board of Directors.

Cash and cash equivalents

Cash and cash equivalents consist of cash in hand, cash in current accounts with bunks, and other short-term, highly
liquid investments with original maturities of three months or less (if any) and available to the Company without
any restrictions. The statement of cash flows has been prepared using the indirect method.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Accounts payable
Liabilities are regognized for amounts to be paid in future for goods or services received, wihkther billed or not by
suppliers.

Inventory

ventories are measured al the lower of cost and net reafizable value. The cost of inventory is determined on the
basis of the weighted average price method and includes expenses incurred in acquiring the inventory as wel as all
other costs incurred in bringing the inventory to ils present location.

Net realizable value is the estimated selling price in the the circumstances ordinary course of business, less the
estimated costs of completion and selling expenses,

Loans

Loans are recognized at the amount received net of transaction costs incurred. Interest is amortized over the life of
the loan using a straight line method which Is not inaterially different from the application of the prevailing interest
rate. Borrowing cosls that are directly attributable to the construction of an assef until it reaches the stage at which
substantially all the activiics necessary to get it ready for its intended use are capitalized as part of the assel's cost,
Otherwise, such costs are charged to (he statement of profit or loss,

Restricied government gruats

Government grants, including non-monetacy grants at fair value, recognized when there is reasonable assurance
that:

a) The entity will comply with the conditions attaching to them;

b} The praants will be received

Provisions

A provisian is recognized if the Company has a current legal or constructive obligation, as a result of a past event,
so that it can be estimafed rclinbly, and it is likely that this will result in the use of the Company's cconomic
resourees 1o settle the obligation,

The amounts recognized as provisions ate the best estimate of the consideration required o setlie the current
obligations at the end of the financial year, taking into account the risks and uncertainties surrounding those
obligations. Where a provision is measured using the cash flows estimated to setife the present obligation, its
carrying amount is the present value of those cash fows,

When some or all of the economic benefits required fo settle a provision ase expected to be recovered from a third
party, the receivable is included as an asset if it is certain that the amount due will be received and the debt can be
measured reliably,

Zakat provision

The estimated zakat is the estimated obligation on the Company, and a provision for it {s recorded in the financial
statements by charging it to profit or loss in accordance with the zakat standard tssued by the Saadi Organization for
Auditors and Accountants, where it is calculated for the year according o the acerual basis,

Zakat is calculated at the end of the year accarding to the actual ownership of Saudis and according 1o the adjusted
net profit or zekat base, whichever is higher, in accordance with the regnlations of the Zakat, Tax and income
Authority in the Kingdom of Saudi Arabia, Any differences in the estimate are recorded when the final assessmiont
is approved.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Vaulue added tax (VAT)

Assets and expenses are recognised net of amount of VAT, except when VAT incurred on a purchase of assets or
services is not recoverable from the tax authority, in which case, VAT is recognised as part of the cost of
acquisition of the asset or as part of the expense item, as applicable and the net amount of VAT recoverable from, or
payable to, GAZT is included as part of other receivables or other payables.

Employees’ benefits

End of service benefits are due to all employees working in accordance with the terms and conditions of the work
system and workers at the end of their service contracts. The cost of specific end-of-service benefits and the present
value of the related obligations are determined using actuarial valuations. The actuarial valuation involves making
various assumptions that may differ from actual developments in the future. Il also includes delermining the
discount rate, future salary increases, withdrawal before the natural retirement age, death rates, and others. Because
of the valuation's difficulty and underlying assumptions, and its long-term nature, defined bencfit obligations arc
highly sensitive to changes in these assumptions.

All assumptions ave reviewed at the balance sheet date. The criterion most subject to change is the discount rate.
The discount rate is determined based on market returns at the end of the reporting period on high-quality corporate
bonds for a period similar to that of the commitments, The discount rate is derived based on market returns. The
average duration of the commitment's cash flows is about 7.1 years. 100% of the SLIC ratings (2001-2005) ar¢ used
as the basis for calculating death rates. The death curve is considered base and adjusted based on the expected
experience of death.

Measurement of fair value of financial instruments

A number of the Company's accounting policies and disclosures require the measurement of the fair value of both
financial and non-financial assets and liabilities.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date of the principal amount, or if it is not located in the most
advantageous market to which the Company has access at that date. The fair value of the obligation reflects the risk
of non-performance.

When an active market is available, the Company measures the fair value of an instrument using quoted prices in an
active market for that instrument. A market is considered "active" if transactions for the asset or liability occur with
sufficient frequency and volume to provide pricing information on an ongoing basis.

When specific prices are not available in an active market, the Company uses valuation techniques that maximize
the use of relevant observable inputs and reduce the use of unobservable inputs. The valuation technique chosen
includes all the factors that market participants will take into account when pricing a transaction,

IT an asset or liability measured at fair value has a bid price and an ask price, the Company measures the assets and
long positions at the bid price and liabilities and short positions at the ask price.

The best evidence for the fair value ol a financial instrument on initial recognition is usually the transaction price -
ie the fair value of the consideration paid or received. [f the Company determines that the fair value at initial
recognition is different {rom the transaction price and there is evidence that the fair value is not at a quoted price in
an active market for the asset or liability is similar and is not also in accordance with the valuation technique, then
any unobservable input is considered unrelated to the measurement, then The financial instrument is initially
measured at fair value, afler adjusting for deferment of the difference between fair value at initial recognition and
the transaction price. Subsequently, this difference is recognized in profit or loss on an appropriate basis depending
on the life of the instrument, but not later than when the valuation is fully supported by observable market data o1
when the transaction is closed.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

When measuring the fair value of an asset or liability, the Company uses observable market data to the extent
possible. Fair values are categorized into different levels in the fair value hierarchy based on the inputs used in the
valuation methods as follows:

Level 1: Quoted (unadjusted) prices in active markets for similar assets or liabilities;

Level 2: Inputs other than quoted prices that are included in Level 1 that are observable for | asset or liability,
directly (such as prices) or indirectly (derived from prices);

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

[f the inputs used to measure the fair value of an asset or liability fall into different levels of the fair value hicrarchy,
then the entire [air value measurement is categorized in the same level of the fair value hierarchy as the lowest level
input that is significant to the entire measurement. The Company recognizes transfers between levels of the fair
value hierarchy at the end of the financial reporting petiod during which the change has occurred.

When the fair value of the assets and liabilities in the statement of financial position cannot be measured based on a
Quoted prices in active market, their fair valuc is determined using valuation techniques including the discounted
cash flow model. The inpuls to these models are taken from observable markets, but when this is not possible, a
degree of judgment is required in determining fair values. Judgments include input considerations such as liquidity

risk, credit risk and volatility. Changes in assumptions about these factors could affect the disclosed fair value of
financial instruments.

RELATED PARTY TRANSACTIONS
Related party
A related party is a person or entity that is related to the entity that is preparing its financial statements.
A- A person or a close member of that person’s family is related to a reporting entity if that person:
1) has control or joint control of the reporting entity*
2) has significant influence over the reporting entity* or or
3) is a member of the key management personnel of the reporting entity or of a parent of the reporting entity.

B- An entity is related to a reporting Company if any of the following conditions applies:
1) The entity and the reporting Company are members of the same group (which means that cach paren,
subsidiary and fellow subsidiary is related to the others).
2) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of
a group of which the other entity is a member).
3) Both entilies are joint ventures of the same third party.
4) One enlity is a joint venture of a third entity and the other entity is an associate of the third entity.
5) The entity is a post-employment benefit plan for the benefit of employees of either the reporting entity or an
entity related to the reporting entity. If the reporting entity is itself such a plan, the sponsoring employers are
also related to the reporting entity.
6) The entity is controlled or jointly controlled by a person
identified in (a).
7) A person identified in (a)(i) has significant influence over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).
8) The entity, or any member of a group of which it is a part, provides key management personnel services to
the reporting entity or to the parent of the reporting entity.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards incidental to ownership to the lessce. All other leases are classified as operating leases.

At the inception of the lease, the Company determines whether the contract is a lease or includes a lease. A contract
is a lease or includes a lease if the contract conveys the right to control the use of an identified assct for a period of
time in exchange for consideration. Evaluate whether a contract conveys the right to control the use of an identified
asset, the Company uscs the definition of a lease in IFRS 16.

On initiation or upon modification of a contract that contains a lease component, the Company allocates the
consideration in the contract to cach lease component on the basis of the proportionate, independent prices of the
lease component. However, for property leases, the Company has elected not to separate the non-lease components
and to account for the lease and non-lease components as a single lease component
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5, SICNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Company recognizes a right-of-use asset and a lease liability on the commencement date of the lease. The
right-to-use asset is initially measured at cost, which includes the initial amount of the lease liability adjusted for
any lease payments made on or before the lease commencement date, plus any direct costs incurred and an estimate
of the costs of dismantling and removing the underlying assets or restoring the contract asset or the site on which it
is located, less No rental incenlives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the start date of the lease to
the end of the lease term, unless the lease transfers ownership of the contract asset to the Company at the end of the
lease contract or the cost of the right-of-use asset indicates that the Company will use the purchase option. In that
case, the right-of-use asset will be depreciated over the useful life of the contract asset, which is determined on the
same basis as those assets and equipment. In addition, the right-of-use asset is periodically reduced by impairment
losses, if any, and adjusted for remeasurement of certain lease liabilities. The rental obligation is measured

Initially at the present value of the unpaid lease payments at the beginning of the lease, discounted using the interest
rate implicit in the lease or the Company's incremental borrowing rate, if the implicit interest rate cannot be readily
determined

Generally, the Company uses the incremental borrowing rate as the discount rate. The Company determines the
incremental borrowing rate by obtaining interest rates from various external sources of financing and making
certain adjustments to reflect the terms of the lease and the type of leased asset. The lease payments included in the
measurement of the lease liability include the following:

+ fixed payments, including fixed payments in substance;
«  variable lease payments that are dependent on an index or a rate, initially measured using the index or rate
as at the start date of the lease;
«  Amounts expected to be paid under the residual value guarantee; And
« Use of the price under the purchase option that the Company is certain to use, lease payments in an
optional rencwal period if the Company is reasonably certain to use the exiension option, and penalties for
carly termination of the lease unless the Company is certain it will not terminate early.
The lease liability is measured at amortized cost using the effective interest rate method. It is re-measured when
there is a change in future lcase payments arising from a change in an index or price, if there is a change in the
Company’s estimate of the amount expected to be paid under a residual value guarantee, if the Company changes its
assessment of whether to use a purchase, extension or termination option or if There was an adjusted fixed cent
payment.
When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of

the right-of-use asset or recognized in profit or loss if the carrying amount of the right-of-use asset is reduced to
Z2r0.

Leases and short-term leases of low-value asscts

The Company has elected not to recognize right-of-use assets, lease liabilities, leases of low-value assets and short-
term leases. The Company recognizes lease payments associated with these leases as an expense on a straight line
basis over the term of the lease.

Contingent liabilities

Contingeat liabililics are not recognized in the statement of financial position. They ace disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote. Contingent liabilities are recorded in
the statement of financial position under accounts payable or other payable. A conlingent asset is not recognized in
the statement of financial position, but is disclosed when an outflow ol economic benefits is probable.
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5. SIGNIFICANT ACCOUNTING POLTICIES (CONTINUED)

Revenuc

Revenue is measured at the fair value of the consideration received ar receivabie, taking into account contractually
defined terms of payment and excluding taxes and discount. Revenue is recognised fo the extent it is probable that
the economic benefits will flow to the Company and the revenue and costs, ¢an be measured reliably.

The Company recognises revenue from contracts with customers based on a five-step mode! as set out in IFRS15:

Step 1. Identify contract(s) with a customer:
Step 2. ldentify performance obligations in the contract:

Step 3. Determine the transaction price:

Step 4. Allocate the transaction price to the perfosmance obligations in the contract,
Stap 5. Recogrise revenue when the Company satisfies a performance obligation.

Fhe Company satisfies a performance obligation and recognises revenue aver time, if of the Following ceiteria is
et

a} The Company performance does not create an assel with an alternative use to the Company

: and the Company has an enforceable right to payment for performance completed (o date.

b} The Company performance creates or enhances an asset that the customer conirols as the asset is created or
: enhanced,

¢) The customer simultaneously receives and constmes the benefits provided by the Company performance as the
Company performs.

For performance obligations where none of the above condilions are met, revenue is recognised at the point in
; time at which the performance obligation is satisfied.

When the Company satisfies a performance obligation by delivering the promised goods or services it creates a
contract-based asset on the amouat of consideration 2aroed by the perfurmance. Where the amount of

; considesation received from & customer exceeds the amount of revenue recognised this gives rise to a conlract
Hability,

Oiher revenue
Other incoms is recognized when due in the statement of profit or loss,

Expoenses

Selling and marketing expenses include any expenses resulting from the Company's efforts in markeling, selting
and distribution activities. All other expenses, other than direct costs, are classified as general and administrative
expenses. Allocations of common expenses between cost of sales, selling and narketing expenses, and general and
administraiive expenses, if required, are made on a regular basis.
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. SICNIFICANT ACCOUNTING POLICIES (CONTINUED)

Dividend
Dividends are recorded in the financial statements in the period approved by the Board of Directors. Final dividends

are recorded in the financial stalements in the year in which they are approved by the sharholders,

Foreign currencies franslation
Foreign currency transactions are translated into Saudi Riyals at the rate of exchange prevailing at the time of the

transaction. As for monetary assets and liabilities that are denominated in foreign currencies, they are converted to
their equivalent in Saudi riyals at the exchange rates prevailing on that date. Foreign exchunge differences arc

recognized in profit or loss for the current period.
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AL-SHARQIYAH DEVELOPMENT COMI'ANY

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

(All amounts expressed in Saudi Riyals unless otherwise staled)

INVESTMENTS IN EQUITY INSTRUMENTS

The following is a summary of investments in equity instruments as at December 31

Ownership Balance as at B

Company name Principal activity location 2021 2020 2021 2020
National Seed Production and trade of seeds Saudi
Production and plant tissues and their ; %2.80 942.80 825,600 825,600
C Arabia

“ompany development
United Dairy Production and processing of ~ Saudi G G
Farms Company fresh milk and its products Arabia ABaS 828 600,00 600,000

1,425,600 1,425,600

- During the year ended 31 December 2021, the Company has received a dividend of SAR 300,000 from its investment
in the United Dairy Farms Company.

INVENTORY
2021 2020
116,121 116,121

Fertilizers and pesticides

Oils 43,061 43,061

Provision for slow moving inventory ~ (159,182) (159,182)

Balance at 31 December _ - -
8.1 Movement in provision for slow moving inventory:

2021 2020

Balance at | January (159,182) (159,182)
Charged during the year - -
Write off during the year - -
Balance at 31 December (159,182) (159,182)

8.1.1 Provision for slow moving inventaries is based on nature of inventories, ageing profile, their expiry and sales
expectation based on historic trends and other qualitative factors.

TRADE RECEIVABLES, PREPAYMENTS AND OTHER RECEIVABLES

_ant 2020
Trade receivables 1,357,021 1,357,021
Less: provision for impairment of trade receivables (note 9-2) (1,357,021)  (1,357,021)
Net trade receivable - -
Staff receivables 786,624 786,624
Provision for impairment in staff receivables (786,623) (786,623)
Value added tax 52,718 -
Prepaid expenses 31,384 86,598
Balance at 31 December 84,103 86,599
9.1 Ageing of Trade Reccivables:
2021 2020
Up to 2 months - -
2-3 months & =
3-6 months “ =
9 months - one year - -
Mare than one year 1,357,021 1,357,021
Balanee at December 31 1,357,021 ___ 1,357,021
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NOTLES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

(All amounts expressed in Saudi Riyals unless otherwise stated)

9,2 Movement in provision for impairment of trade receivahbles is as follows:

2021 2020

Balance on January | 1,357,021 1,357,021

Charged during the year - &

Used during the year = 5

Balance at December 31 1,357,021 1,357,021
CASH AND CASH EQUIVALENT

2021 2020

Cash ar bank 272,618 124,711
Balance at 31 December 272,618 124,711

- During the year ended 31 December 2021, all the company's bank accounts were suspended due to the lawsuits
filed against the Company. Subsequent to the reporting date, the suspension of these accounts werc released.

SHARE CAPITAL

The Campany’s share capital amounted to SAR 75,000,000 (2020: SAR 75,000,000), consisting of 7,500,000 (2020:
7,500,000) fully paid and issued shares of SAR 10 each.

STATUTORY RESERVE

In accordance with the regulations for Companies in the Kingdom of Saudi Arabia, the Company is required to transfer
10% of the profit for the year (o a statutory reserve until it equals to 30% of its share capital. The reserve is not available
for distribution to the shareholders of the Company.

EMPLOYEE BENEFITS OBLIGATIONS

The scheme provides for employee's terminal benefits for all employees who complete qualifying period of service and
are entitled to amounts are mentioned under labor law for each completed year/period of such service.

Annual provision is based on actuarial valuation. The valuation was carried out as of December 31, 2021 by an
independent actuary, using the projected unit credit method.

The movement in employees’ end-of-service benefit obligations during the year is as follows:

2021 2020
Balance at 1 January 47,097 17,854
Charged during the year (o profit or loss
Current service cost 20,500 12,000
Charged to the statement of other comprehensive income
Re-measurement of employee benefits 100,427 17,243
Paid during the year 3
Balance at 31 December 168,024 47,097
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13, EMPLOYEE BENEFITS OBLIGATIONS (CONTINUED)

4.

Principzl actuarial assumptions

The following are the basic actuarial assumptions at the date of the financial statements:

Finuncial Assumpiiens p{12}) 2020

Rate of increase in salary of the employees ¢ short term nnd long term) 2.15% 3,053%
Discount rate 2. 15% 3,05%
Martality WHO 19-75% WHO 16-75%
Retirement age G0 years 60 years

Alt inovements in the end of service benefits liability are recognized in statement of profit or toss except for the actuarial

toss which is recognized in othor comprehensive income,

The sensitivity of the defined benefit obligation to changes In the weighted average principal assumption is:

2021 2020
Discount rate: Increase by 0.3% 163,036 43,881
Discount rate: Decrease by 0.5% 173,428 50,637
Long term salary: Increase by 0.5% 173,683 50,700
Lang term: salary: Decrease by 0.3% 173,683 43,795
Expeeted maturity analysis
Distribution of timing of 1 year 2 year 3 years 4 years S years 6-10 year
benefit payments (time tn
years)
At 31 Degermber 2020 872 1,083 £,749 2,421 2,718 76,387
At31 December 2028 3,040 135,493 2,626 3,076 3,554 74,321
TRADE AND OTHER PAYABLES
2021 2020
Trade payables 4,770,089 1,913,934
Allowances and remunaerations for members of the Board of Directors and other 2,165,084
commitices 1,731,584
Accrued employee relaled costs 79,218 1,225,008
Provision of fepat cases 1,105,537 1,071,719
Payable to consultation offices 1,045,766 1,045,765
Accrued inferest 224,913 -
Advance from tenants 142315 136,376
Accrued rent 173,071 122,409
Accrued professional fees 444,900 326,500
Pravision for vacation and tickets 297,978 52,147
Accrued QGOSE expenses 185,452 156,033
Other 1,238,650 706,976
Lalance at 31 December 2021 11,832,979 10,528,471
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RELATED PARTY TRANSACTIONS AND BALANCES

Transactions with related partics are represented in the transactions with associate companies, non-executive board
members and senior management, where senior management officers are considered persons exercising authority and
responsibility in directly or indirectly planning, managing and monitoring the Company's activities, including managers.

Name Relationship
Mr. Mohammed Al-Hujailan CEO and Managing Director
Mr. Sami Al-A Kuthairi Sharcholder

15.1 The Company had the following important transactions with related parties during the year ended 31
December:

2021 2020
Payments on behalf of the Company - 456,669

15.2 Compensation of Key Management Personnel:

Key management personnel comprise all members of the senior management team who have the authority and
responsibility to plan, direct and control activities either directly or indirectly.

2021 2020
Allowances and remunerations for members of the Board of Directors and other
commitiees 406,000 409,084
CEOQ salaries and benefits ( Note 15-2-1) 2,333,328 -

15.2.1 On June 2, 2021, the Board of Directors decided o end the assignment of the designated CEO and his
appointment as the CEQ of the Company from the date of January 1, 2021. In accordance with the services contract
signed with him, all his financial benefits were retroactively calculated from the date of his assignment as designated
CEO of the Company on January 1, 2019.

15,3 Due to related parties as at 31 December 2021 as follows:

2021 2020
Mr, Mohammed Al-Hujailan (Note 15.2.1) 2,558,400 196,951
Mr, Sami Al-Kuthairi 259,718 259,718
2,818,118 436,669
16. SHORT TERM LOAN

2021 2020
Islamic Banking Facilities (Murabaha) 10,000,000 10,000,000
10,000,000 10,000,000

16.1 During the year 2018, the Company obtained a credit facility from a local bank in the form of a short-term loan to

17.

finance the Company's working capital requirements with a total value of SR 10,000,000 for a period of one year,
subject to renewal. These facilities are subject to the prevailing interest rates among Saudi banks (SAIBOR) plus a profit
margin of 3% annually. These facilities are guaranteed by the member of the Board of Directors through a continuous
guarantee of solidarity, which is irrevocable, in addition to a personal promissory nole in favor of the bank. The
financing expenses for the year ended December 31, 2021 amounted to SR 350,141 (December 31, 2020: SR 141,716),
and during the year 2021, the loan was rescheduled to the second quarter of 2022.

DIVIDENDS PAYABLE

The amounts of dividends payable to shareholders with a balance of SR 1,359,072 as at 31 December 2021 (31
December 2020: SR 1,359,072) represents dividends payable (o sharcholders who did not approach banks to receive
these dividends pertaining to previous years.

30
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ZAKAT

Status of Zakat assessmenfs
The Company received from the Zakat, Tax and Customs Authority " the Authority" the final assessment for the period
from 31/7/1991 to 31/7/1994, in which the Authority requested the Company to pay an amount of SAR 3,726,232, the

Company recorded this amount within the estimated zakat provision and the Company submitted an appeal fo the
assessment.

On 9 January 2017, the Company received a letter from the authority for the years from 1991 to 2014 to pay a zakat
amount of SAR 19.2 million. The Company has made an additional provision of SAR 10,000,000 to cover these
additional amounts, and the Company submitted its appeal against the assessment.

On 28 July 2018, the Company received a decision from the Initial Zakat and Tax Objection Committee against the
appeal of the Company filed on the Zakat assessment for the years from 1995 to 2014, which supports the Company’s
appeal to five zakat items, while other nine items were rejected. An appeal was submitted by the zakat advisor. During
2018 the Company has scttled the payable Zakat for 2015, which amounted to SAR 192,991,

On 22 February 2020, the Company was informed that there are payable amount to the authority amounted to SAR
19,745,456.The Company has made an additional provision amounting to SAR 963,792, which was recorded in the
financial statements for the year 2019. The Company was also informed that the authority will apply mandatory
collection procedures against the Company in case of non-compliance of paying all zakat dues within a maximum period
of (20) days from the date of the claim. The Company also received other amendments to the zakat assessments for 2015
and 2017 with a total amount of SAR 175,132,

During 2021, the authority issued a final assessment reducing the zakat due from SAR 19,938,849 to SAR 15,995,179,
Which led the Company to reduce the zakal provision by SAR 3,943,670.

The Company management is currently negotiating with the authority to set up a mechanism for settling the payment of
zakat payable,

The Company subrmitted its zakat returns to the authority for the previous years up to 2020.

The provision for zakat was ealeulated based on the following:
23 2020

Equity according to the Zakat, Tax and Customs Authority 143,004,545 145,243,909
Provisions beginning balance and other adjustments 40,016,866 42,289,644
Baook value of long-term assets (183,057,805) (183,697,793)
[nvestments (1,425,600) (1,425,600)
Adjusted loss for the year (4,460,531) (1,761,412)
Zakat base (5,922,525) 648,748
Total zakat liability for the year - 18,261

Zakat is due at the rale of 2.5% of the adjusted net profit atiributable to shareliolders and 2.584474% of the zakat base
afler deducting the adjusted net profit,

C- Adjusted net loss for the year

The adjusted net loss adjustment for the year is as follows:

2021 2020
Net loss for the year (4,181,031) (2,203,860)
Other allowances = 430,448
Dividends for investments in companies (300,000) 2
Additions of provision for employees’ end of service benefits 20,500 12,000
 (4,460,531) (1,761,412)
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18, ZAKAT (CONTINUED)

13- Tlie movement in the provision for zakat for the year ended December 31 Is as follows:

2024 2020
Balance at the beginning of the year 19,938,849 19745456
Charge during the year — current - 18,261
Charge during the year — prior 3,943,670 175,132
falanee ai the end of the year 15,995,179 19,938,849

19, GOVERNMENT GRANTS

Property, plant and equipment include fand in the form of government grant ailocated fo the Company by the Saudi
government. pursuant to a decision issued by the Ministry of Enviromnent, Water and Agriculiure, which includces the
ownership of Al Shargiyah Development Company fand space of (72,178,700 square meters), where the book valec of
the tand as of 31 December 202145 SR 171,307,811 {31 December 2020: SR 171,307,811},

On & Jumada il 144111 (2 February 2020), the Company received a docision issued by the Ministry of Environment,
Water, and Agriculture that states:

The Minister of Envitonment, Water and Agriculure deciston is based oo Royal Decree Mo. 4/1016/M dated 03/06/1406
H and on Council of Ministers resoluticn No, 288 daled 30/05/1440, which stipulates that the Company's ownership
(according to the applicable legal procedures) of the land equals the area that has been revived.

Rased on the minutes of the Central Commilitee of lad Disteibution No. 2142 dated 26/08/1440 14, which
recommended to the Company ownership of the fand equal the area that has been revived from its allocated area under
aflocation resohulion No. 49078 and the date of 22/07/1406 1, whereas, she Reyal Deeree has approved the ownership
by virtue of the Royal Decree No, (24682) dated 15/04/1441 H, it decides:

First: The right of Al-Shargiysh Development Company to the ownership of the fand focated 17 ki from the Friangle of
Fadhili/Abu Hadria, which covers an area of 72,178,700 square meters (seventy-two miltion, one hundred and seventy-
cipht thousand and seven hundred thousand square meters) scheme No. 1209 and date 02/08/1440H. And its coordinates
are illustrated by:

North/ 50 m wide road - 7618.28 m long
South/ SO m wide road - 7594.48 i fong
East/ 50 m wide road - 9328.67 m long
West/50 m wide road - 9448.49 m long

Number Ensterners Morthern
1 31267258 2971108,23
T0 320236,16 29070197 44
77 310041,32 2960743,98
120 Ii4511,30 29617351,37

Second: This land is exploited in accordance with the regulations and policies poveming agriculure,
Third: This decision is not effeclive until approved by a royal decree.
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20. GENERAL AND ADMINISTRATIVE EXPENSES

2021 2020
3:ngzssZil;r:)dulrsr:;n;z::?enessfor members of the Board of 406,000 409,084
Employee salaries and benefits 3,027,174 398,474
Depreciation 642,979 662,540
Fees and subscriptions 276,188 227,261
Professional fees and advice 199,875 129,975
Rent 115,999 118,506
Maintenance and fuel 26,876 34,307
Legal expenses - 276,316
Zakat assessments related Lo previous years - 175,132
Provision for impairment of accounts receivable - 4,000
Other 86,040 158,421
Total 4,781,131 2,594,016
21. OTHER INCOME
2021 2020
Gain on the sale of property, plant and equipment - 203,868
Income from rental of cowsheds 140,000 140,000
Revenues from leasing communication towers 110,000 110,000
Dividends 300,000 =
Scrap disposal gains 351,826 »
Other 48415 79,504
950,241 533,372
22. LOSS PER SHARE

Loss per share is calculated based on the loss attributable to the Company's shareholders divided by the weighted
average number of shares issued, Diluted losses per share are the same losses per share because the Company does nol
have dilutive instruments issued.

2021 2020
Period loss attributable to the Company's shareholders  (337,788) (2,239,364)
Weighted average number of shares 7,500,000 7,500,000
Loss per share (0.04) (0.30)

23. FINANCIAL RISK MANAGEMENT

The Company's activities expose it to a variety of financial risks such as market risk (including currency risk, fair value
risk, cash flow interest rale and price risk), credit risk and liquidity risk. The Company's overall risk management
program focuses on the unpredictability of financial markets and seeks to limit potential negative effects on the
Company's financial performance,
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23, FINANCIAL RISK MANAGEMENT (CONTINGED)

Market risk
It is the risk that the fair vaiue or future cash flows of financial instruments will flucluate as a resubt of changes in market
prices. Market risk consists of three types of risk which are interest rate risk, currency risk and other price risk.

Fair value and inlerest rate cash flow rigls
The fair vatue and cash flow intcrest rate risks are the exposure to various risks associated with the effect of fuctuations
in the prevailing interest rates on the Company's financia! position and cash flows. The Company's intcrest rate risk

arises from loans that ave at flonting interest rates and are subject to regular re-pricing. Management monitors changes in
interest mtes,

Currency risk

Cwrrency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates,
The principal transactions of the Company are in Saudi Riyals and US Dotlars. The Company's managemen! monitors
these fluctuations and manages their impact on the financial statements accordingly.

Infcrest rate risks

Interest rate risk is the risk that the value of a financial instrument will fuctuate dus to changes in interest rates
prevailing in the market. The Company is subject to interest rate obligations, inctuding term loans.

The following table shows the sensitivity to a reasonably passible change in interest rates on variable rate ioans witl all
other variables heild constant on the Company's profits as at 31 December 2021,

Increase Balince as at Effect on siatcmend of
{decrease)
. Decenber 33 profit or loss
interest rate e
SAR SAR
Short term loan %0.5+ 10,600,060 506,000

Credit risk

Credit risk is the risk that one party will not be able to meet its obligations and will result in the other party incusring a
financial loss. The Company does not have significant concentrations of credit risk. To teduce exposure to credit risk,
the Company has established formal credit procedures under which credit limits are applied lo its customers. The
management also monitors exposure to eredit risk towards customers, and establishes a provision against those balances
whose recovery is doubtful, Te mitigale risk, the Company has a system in place to set credit limits for its customers
based on a comprehansive assessment based on information about the customer and past payment records., The
customer’s outstanding receivables are monitored on a regular basis. Some customers are also secured, where possible,
by internal letters of eredit, cash security deposits, bank puarantees and insurance puarantees.

Liquidity risks

Liguidity risk is the risk that an enterprise will encounter difficulty in raising funds to meef commilments associated
with financiai instraments. Liquidity risk may resuil {rom an inabifity to sell & financial asset quickly at an amount close
to its fair value. These conditions indicate that the Company may face probiems in meeting its obligations as they
become due and io confinue as & pgoing concern, and these are deperlent upon the Company’s ability w arrange
adequate funds in a timely manner. Liquidity risk is managed by monitoring on a regular basis that sufTicient funds are
made availablc to mect any future commitiments,
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23 FINANCIAL RISK MANAGEMENT {CONTINUED
Following table represents the maturity profiles of the financial nssets and financial Habilities,

As at 31 December 2021

Maore
than 5
D-12 months 1-3 yenrs 3-5 years years Total
Financial assets SAR SAR SAR SAR BAR
Cash and cash equivalents 272,618 e - an 172,618
Investment i eguity instraments 1,425,600 ne- e aas 1,425,600
Trade receivables 1,357,021 - ~om 1,357,021
Advances and other debit batances 786,624 --- - --= 786,624
Total financial assels 1,841,863 —an e --- 3,841,803
Financial liabilities
Shart term loan 10,000,000 - - wun 10,000,000
Trade and other payables 11,832,979 e . wes 11,832,979
Due to related parties 2,818,118 -— - -~ 2818018
Total - financinl Jinbilitics 24,651,097 -en -—- - 24,651,097
As at 31 December 2020
More
than 5
0-12 months 1-3 years 3-5 years years Tatal
Financial asscts SAR SAR SAR SAR SAR
Cash and cash cguivalents 124,711 - - = 124,711
Investment in equity instruments 1,425,600 1,425,600
‘Frade receivables i,357,021 —n -— - 1,357,821
Advances and other debit balances 845,756 “em o~ -e- 843,756
Total financial assets 3,753 088 - -~ - 3,753,088
Financial liabilitics
: Short term loan 10,000,000 - - - 10,000,600
Trade and other payables 10,528 471 10,528,471
Due (o related parties 456,669 - o - 456,662
Total - Gnancial liabililies 20,985,140 - e --- 20,085,140

24, SHARE CAPITAL MANAGEMENT
The Company manages its capital to ensure its ability to conlinuc as a going concern while maximizing the retarn o
stakeholders. The Company's capital structure consists of shareholders' equily, which includes capital and resained
earnings.
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25, COMPARATIVE FIGURES
The previous year's figures have been reclassified and/or reclassified, as necessary, for the purpose of belter presentation
to match the presentation of comparative figures in the financial statements with the current presentation. The
reclassifications made in the financial statements were as follows:

Statement of financial position Balance before Balance after

As at 31 December 2020 veclassification Reclassification reclassification
Current liabilitics

Trade payables and other liabilities 3,933,954 6,594,517 10,528,471
Accrued expenses and other liabilities 6,594,517 (6,594,517) -

Statement of profit or loss and other

comprehensive income Balance before Balance after
For the year ended 31 December 2020 reclassification  Reclassification  reclassification
Cost of revenue 525,171 (525,171) -
General and administrative expenses 2,068,845 525,171 2,594,016

26, SIGNIFICANT MATTERS

The novel Coronavirus (COVID-19) pandemic has spread across various geographies globally, disrupling business and
economic activities. COVID-19 has brought about uncertaintics in the global economic environment. The fiscal and
monetary authorities, both domestic and international, have announced various support measures across the globe to
counter possible adverse implications.

The Government of the Kingdom of Saudi Arabia (the "Government") has been able to successfully control the
outbreak of the disease so far, mainly due to the effective measures taken by the government, which led to the lifting of
curfews and the shutdown and implemented initial measures towards to return the business and economic activities
taking into account the reduced impact of the pandemic, The Company has evaluated the potential effects of the
epidemic outbreak. The pandemic had no effect on the company's performance, where the company was able to fulfill
its obligations to its customers. The Company has taken into account the impact of the pandemic on its estimates and
judgments made during the year.

The main commercial register of the Company has been suspended as a result of the lawsuits case filed against it. As a
result, the Company's bank accounts were suspended, and the CEO’s bank account was used to complete its daily
operations. Subsequent to end of financial year, the Company has settled the reasons for suspension of its commercial
registration, which led to reactivation,

27. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the board of directors on 26 Shaaban 1443 (corresponding to 29 March
2022)
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