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INDEPENDENT AUDITOR’S REPORT

TO: THE SHAREHOLDERS
ALDREES PETROLEUM AND TRANSPORT SERVICES COMPANY

(A Saudi Joint Stock Company)

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of ALDREES PETROLEUM AND TRANSPORT
SERVICES COMPANY (the "Company"), which comprise the statement of financial position as at 31
December 2020, and the statements of comprehensive income, changes in shareholders' equity and 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 2020 and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards that are endorsed in the Kingdom of
Saudi Arabia and other standards and pronouncements issued by Saudi Organization for Certified Public

Accountants (SOCPA).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs™) 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 the professional code of conduct and ethics that are endorsed in the Kingdom of
Saudi Arabia that are relevant to our audit of the financial statements, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current year. 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.
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INDEPENDENT AUDITOR’S REPORT (continued)

ALDREES PETROLEUM AND TRANSPORT SERVICES COMPANY

(A Saudi Joint Stock Company)

Key Audit Matters (continued)

Recognition of revenue

Key audit matter

How the matter was addressed in our audit

Revenue was considered one of the main matters for review,
given that revenue is the main component of the company's
business, and there are potential risks of fraud and error
related to the recognition of revenue in accordance with the
international standards of auditing approved in the Kingdom
of Saudi Arabia, and that the group provides different types
of products, and a huge number of transactions are carried
out On a daily basis, revenue is recognized through
automated systems.

We have designed auditing procedures to deal with
this key matter through a preliminary risk
assessment procedure that includes identifying risks
and related assurances by understanding the nature
of the company’s activity and its environment and
documenting and evaluating the revenue accounting
system covering activities, operations and internal
revenue control related 1o performance of
monitoring and performance checks, A major
control procedure was tested to ensure the design,
implementation and enforcement of internal control
procedures. Analytical procedures were also applied.
Our IT specialist also participated in the
understanding and evaluation of the revenue-related
IT system and testing the accuracy of data and
reports issued by IT systems. Then, our audit
controls were designed according to the results of
the risk assessment procedures. We have verified on
a lest basis, of the invoices issued by the company,
and we have implemented detailed analytical
procedures to understand that the reasons for the
variance in revenue compared to the last year had a
rationale for the business, that the revenue
recognition criteria that the company adopts for all
major revenue sources are appropriate and in line
with accounting policies The company disclosed in

Refer to note (3) for the accounting policy and note (31) for related disclosures.

the financial statements.
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INDEPENDENT AUDITOR’S REPORT (continued)

ALDREES PETROLEUM AND TRANSPORT SERVICES COMPANY

(A Saudi Joint Stock Company)

Key Audit Matters (continued)

Expected Credit Loss

Key audit matter

How the matter was addressed in our audit

As at 31 December 2020 the carrying value of trade
receivables amounted to Saudi Riyals 382 Million (31
December 2020: Saudi Riyals 396 million) and the provision
for expected credit losses as on December 31, 2020
amounted to SR 7 million (31 December 2019: Saudi Riyals
6 million).

The ability to collect trade receivables is a key component of
the Company's management of working capital, which is
managed on an ongoing basis.

The management determines and records expected credit
losses based on what is required by IFRS 9. Significant
judgments, estimates and assumptions have been made by
management in calculating the impact of the expected credit
losses.

Due to the determination of impairment of account
receivable using expected credit loss models involves
significant judgments and estimates that could have a
material impact on the financial stalements of the Company,
including the use of the expected credit loss model was
considered as a key audit matter.

We have evaluated procedures and controls for trade
receivables and customer credit risk checks.

We have also evaluated the appropriateness of
judgments, estimates and underlying assumptions
made by management..

We have verified the general IT controls around the
accounting system and found them to be effective.
We have performed one test to check the aging
accuracy of trade receivables from the system.

We also evaluated the methodological methods
implemented by the company in the light of the
requirements of criterion (9), and specifically
evaluated the company’s method in assessing the
probability of default, and the extent to which
information related to future expectations is
included in the calculation of expected credit
losses and changes in the standard of loss that may
lead to failure.

We also evaluated the disclosures in the financial
statements required under Standard 9 and Standard

Refer to note (3) for the accounting policy and note (14) for related disclosures.

7 “Financial Instruments: Disclosures”.
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INDEPENDENT AUDITOR’S REPORT (continued)
ALDREES PETROLEUM AND TRANSPORT SERVICES COMPANY

(A Saudi Joint Stock Company)

Other Information

Management is responsible for the other information. The other information comprises the information included
in the annual report but does not include the financial statements and our auditors” report thereon. The annual

report is expected to be made available to us afier the date of this auditors’ report.

Our opinion on the financial statements does not cover the other information and we will not express any form
of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise

appears to be materially misstated.

When we read the annual report and conclude that there is a material misstatement therein, we are required to
communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

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

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 cither intends to liquidate the Company or to cease operations,
or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an 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 ISAs that are endorsed in the Kingdom of Saudi Arabia will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

As part of an audit in accordance with ISAs that are endorsed in the Kingdom of Saudi Arabia, we exercise

professional judgment and maintain professional skepticism throughout the audit. We also:

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

4
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INDEPENDENT AUDITOR’S REPORT (continued)
ALDREES PETROLEUM AND TRANSPORT SERVICES COMPANY

(A Saudi Joint Stock Company)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

e 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

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

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

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

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to 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 year 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 expected to outweigh the public

interest benefits of such communication.
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Aldrees Petroleum and Transport Services Company

(A Saudi Joint Stock Company)

FINANCIAL POSITION
AS AT 31 DECEMBER 2020

ASSETS

NON CURRENT ASSETS
Property and equipment, net
Right-of-use assets, net
Deferred costs, net
Investment in joint ventures

TOTAL NON CURRENT ASSETS

CURRENT ASSETS

Due from a related party

Investment at fair value through profit or loss
Other assets

Prepaid expenses

Inventories, net

Accrued revenue

Trade receivable, net

Banks balances

TOTAL CURRENT ASSETS
TOTAL ASSETS

SHAREHOLDERS' EQUITY AND LIABILITIES

SHAREHOLDERS' EQUITY
Share capital

Statutory reserve

Retained earnings

TOTAL SHAREHOLDERS' EQUITY

LIABILITIES

NON CURRENT LIABILITES
Long term loans

Non-current portion of lease liabilities
Employees' defined benefits liabilities

TOTAL NON CURRENT LIABILITIES

CURRENT LIABILITIES
Provision for zakat payable

Current portion of lease liabilities
Accrued expenses and other liabilities
Due to a related party

Trade payables

Current portion of long term loans
Short term loans

TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

TOTAL SHAREHOLDERS' EQUITY AND

LIABILITIES

r W

The accompany notes from (1) to (36) are integrated part of these financial statements.

7

31 December 2020

31 Deceinber 2019

6

Note SR SR
5 1,177,529,614 1,090,358,233
6-1 2,540,574,784 1,742,807,519
7 11,829,844 11,728,025
8 10,305,404 5,778,342
3,740,239,646 2,850,672,119
25 1,954,722 2,791,944
9 20,294,200 21,397,727
10 51,236,622 43,138,898
11 107,319,599 83,848,481
12 67,725,589 72,265,712
13 22,099,087 22,639,676
14 374,924,311 390,318,159
76,958,955 08,147,083
722,513,085 734,547,680
4,462,752,731 3,585,219,799
15 600,000,000 600,000,000
77,669,693 65,561,411
214,812,678 209,205,213
892,482,371 874,766,624
16 76,428,572 60,316,175
6-2 2,170,995,781 1,423,617,065
17 74,439,791 606,067,876
2,321,864,144 1,550,001,116
18 7,976,316 13,184,206
6-2 281,314,846 219,158,800
19 321,169,733 293,967,208
25 1,621,479 2,001,331
20 505,799,530 226,222,052
16 52,776,493 70,918,462
16 77,747,819 335,000,000
1,248,406,216 1,160,452,059
3,570,270,360 2,710,453,175
4,462,752,731 3,585,219,799




Aldrees Petroleum and Transport Services Company

(A Saudi Joint Stock Company)

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2020

2020 2019

Note SR SR
Revenue 4,974,081,137 5,681,129,210
Cost of revenue (4,648,343,614) (5,219,529,747)
GROSS PROFIT 325,737,523 461,599,463
EXPENSES
Selling and marketing 21 (3,307,819) (5,113,623)
General and administration 22 (134,116,987) (142,649,978)
INCOME FROM OPERATIONS T 188,312,717 313,835,862
Financial charges 23 (84,248,860) (74,328,046)
Provision For Contingent Liabilities 28 - (17,407,451)
Company share in gains of investment in joint venture 8 4,527,062 916,779
(Loss)/ Profit from investment at fair value through profit 9 (1,103,527) 1,397,727
or loss
Other income, net 24 18,842,131 83,578,678
INCOME BEFORE ZAKAT ESTIMATED 126,329,523 307,993,549
Zakat estimated 18 (5,246,701) (16,249,891)
NET INCOME FOR THE YEAR 121,082,822 291,743,658
OTHER COMPREHENSIVE INCOME:
ITEMS NOT TO BE RECLASSIFIED TO PROFIT OR
LOSS IN SUBSEQUENT PERIODS:
Re-measurement for employees' defined benefits 17 (10,092,075) (8,132,644)
TOTAL COMPREHENSIVE INCOME 110,990,747 283,611,014
Earnings per share from:
Income from operations 26 3,14 5,23
Net income for the year 26 2,02 4,86

77
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The accompany notes from (1) to (36) are integrated part of these financial statements.



Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

STATEMENT OF SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

Share Statutory Retained
Capital reserve Earnings Total
SR SR SR SR
Balance at | January 2019 500,000,000 107,335,28 35,920,326 643,255,610
Capital increase 100,000,000 (70,948,239) (29,051,761) -
Dividends - - (50,000,000) (50,000,000)
Board of directors’ remunerations - - (2,100,000) (2,100,000)
Net income for the year - - 291,743,658 291,743,658
Other comprehensive income for the year - - (8,132,644) (8,132,644)
Total comprehensive income for the year - - 283,611,014 283,611,014
Transfer to statutory reserve - 29,174,366 (29,174,366) -
Balance at 31 December 2019 600,000,000 65,561,41 209,205,213 874,766,624
Dividends (note29) - - (90,000,000) (90,000,000)
Board of directors’ remunerations (note29) - - (3,275,000) (3,275,000)
Net income for the year . " 121,082,822 121,082,822
Other comprehensive income for the year - - (10,092,075) (10,092,075)
Total comprehensive income for the year - - 110,990,747 110,990,747
Transfer to statutory reserve & 12,108,282 (12,108,282) -
Balance at 31 December 2020 600,000,000 77,669,693 214,812,678 892,482,371

The accompany notes from (1) to (36) are integrated part of these financial statements.

¥




rd

Aldrees Petroleum and Transport Services Company

(A Saudi Joint Stock Company)

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2020

OPERATING ACTIVITIES

Income before zakat estimated

Adjustment for:

Depreciation

Depreciation of right of use asset

Amortization of deferred costs

Company share in gains of investment in joint venture

Loss/ (Profit) from investment at fair value through profit and loss

Provision For Contingent Liabilities

Provision for expected credit losses

Reversal of Provision for expected credit losses
Reversal of Provisions no longer intended

loss/ (Gain) on sale of property and equipment
Provision for employees' defined benefits

Changes in operating assets and liabilities:
Trade receivable

Accrued revenue

Inventories

Prepaid expenses

Other assets

Trade payables

Net related parties transaction

Accrued expenses and other liabilities

Net cash flows generated from operations
Employees' defined benefits paid
Zakat paid

Net cash from operating activities

INVESTING ACTIVITIES

Purchase investments at fair value through profit and loss
Deferred costs

Purchase of property and equipment

Proceeds from sale of property and equipment

Net cash used in investing activities

FINANCING ACTIVITIES
Proceeds from short term loans
Repayment of short term loans
Proceeds from Long term loans
Repayment of long term loans
Repayment of lease liabilities
Dividends paid

Board of directors’ remunerations

Net cash used in financing activities

CHANGE IN BANKS BALANCES
Change in banks balances, beginning of the year

BANKS BALANCES, END OF YEAR

Non cash item:

Re-measurement for employees' defined benefits
Capital increase

2020 2019

SR SR
126,329,523 307,993,549
101,595,045 93,889,939
199,214,065 201,573,568
2,690,789 9,836,732
(4,527,062) (916,779)
1,103,527 (1,397,727)
. 17,407,451
3,298,131 6,941,545
(1,757,356) (3,735,427)
(17,407,451) -
443,700 (806,105)
10,382,147 11,719,358
421,365,058 642,506,104
13,853,073 33,330,074
540,589 1,488,488
4,540,123 (6,875,681)
(23,471,118) (13,550,245)
(8,097,724) (934,139)
279,577,478 (180,939,090)
457,370 (4,440,516)
44,609,976 73,626,456
733,374,825 544,211,451
(12,102,307) (10,555,654)
(10,454,591) (7,998,873)
710,817,927 525,656,924
- (20,000,000)
(2,792,608) (13,841,755)
(195,324,573) (122,590,136)
6,114,447 7,339,981

(192,002,734)

3,166,000,000
(3,423,252,181)
72,000,000
(74,029,572)
(187,446,568)
(90,000,000)
(3,275,000)

(540,003,321)

(21,188,128)
98,147,083

76,958,955

e

(10,092,075)

—_—

(149,091,910)

4,065,000,000
(4,079,671,576)
50,000,000
(86,185,168)
(221,523,565)
(50,000,000)
(2,100,000)

(324,480,309)

52,084,705
46,062,378

98,147,083

B

(8,132,644)
100,000,000

The accompany notes from (1) to (36) are integrated part of these financial statements,



Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 DECEMBER 2020

1)  ORGANISATION AND ACTIVITIES

Aldrees Petroleum and Transport Services Company (the “Company”) is a Saudi Joint Stock Company registered in
Riyadh, the Kingdom of Saudi Arabia under commercial registration number 1010002475 issued in Riyadh on 13

Rabi Al-Thani 1382H (corresponding to 12 September 1962),

The Company’s objectives, as per its commercial registration, include retail and wholesale trading of fuel, lubricants,
catering services and the transportation of goods using highways in the Kingdom of Saudi Arabia in accordance with
license number 010111012400, establishment of vehicle workshops and car washes and acquisition of land to
construct buildings for sale or lease for the interest of the Company and construction, managing, operating and renting
take away centres for hot and cold beverages and food,

2) BASIS OF PREPARATION

(a) Statement of compliance:

These financial statements have been prepared in accordance with [nternational Financial Reporting Standard “IFRS”
issued by the International Accounting Standards Board (“IASB"™), that is endorsed in the Kingdom of Saudi Arabia
and other standards and pronouncements that are endorsed by Saudi Organization for Certified Public Accountants

(“SOCPA")

The Capital Market Authority issued the decision of the Board of Commissioners on (15) Muharram 1438H (16
October 2016) to require listed companies to apply the cost model when measuring the assets of property and
equipment, investment properties and intangible assets when adopting the IFRS for a period of 3 years begin from the
date of adoption of the International Financial Reporting Standards, On December 31, 2019, it was extended until the
financial periods of the year beginning on January 1, 2022, and continue to comply with the requirements for
disclosure of IFRS adopted in the Kingdom of Saudi Arabia, which require disclosure of fair value.

The company’s current liabilities are in excess of current assets by SR 525,893,131 However, the management and
board of directors assumed that the company have the ability to continue as a going concern. It is their assessment that
the company will generate sufficient profits and cash flows to meet ongoing liabilities and scheduled repayments.
These financial statements have been accordingly prepared on a going concern basis.

(b) Basis of measurement:

The financial statements have been prepared on the historical cost basis using the accrual basis of accounting except

for the following,.

e Investments at fair value through profit and loss measured at fair value,

* Employee benefits obligations that are recognized at the present value of future liabilities using the expected
credit unit method.

(c) Functional and presentation currency:

The financial statements are presented in Saudi Riyal, which is the Company’s functional currency.

(d) Use of estimates and judgments:

The preparation of financial statements in conformity with IFRSs requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.

In particular, information about significant areas of estimation uncertainties and critical judgments in applying
accounting policies that have the most significant effect on the amounts recognized in the financial statements is
summarized as follows:

- Management periodically reassesses the economic useful lives of tangible assets and intangible assets based on the
general condition of these assets and the expectation for their useful economic lives in the future.

- Estimated useful lives of intangible assets for the privilege of providing services is from the period when the company
will be able to charge for use of the public infrastructure to the end of the concession period. /

10
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

2)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 DECEMBER 2020

BASIS OF PREPARATION (Continued)

(d) Use of estimates and judgments (Continued):

Management frequently reviews the lawsuits raised against the company based on a legal study prepared by the
company's legal advisors. This study highlights potential risks that the company may incurred in the future.

Management estimates the provision to decrease inventory to net realizable value if the cost of inventory may not be
recoverable, damaged, wholly or partially obsolete, and it selling price to fall below cost or any other factors that
causes the recoverable amount to be lower than its carrying amount,

- Management estimates the recoverable amount of the other financial assets to determine whether there was any

impairment in its value,

The management determines the cost of the end of service benefits plans and the present value of the end of service
benefits obligations using actuarial valuations. Actuarial valuations include making various assumptions that may
differ from actual future developments and include determining a discount rate, future salary increases, death rates and
future increases in pension. Given the difficulty and evaluation of the underlying assumptions and their underlying
assumptions, which are long-term, the defined benefit obligation is vulnerable to changes in these assumptions. These
assumptions are reviewed at each reporting date.

By their nature, provisions are dependent upon estimates and assessments whether the criteria for recognition have
been met, including estimates of the probability of cash outflows. Provisions for uncertain liabilities involve
management’s best estimate of whether cash outflows are probable.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the year in which the estimates are revised and in any future years affected.

Fair value measurement
Fair value represents the amount may be collected from the asset sale or a boost to convert commitment between

knowledgeable parties on the same terms and dealing with others and depends on the fair value measurement of the
following conditions:

In the principal market for the asset or liability, or the most advantageous market for the asset or liability in the
absence of a principal market the company should be able to handle through the most advantageous market.

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

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included in Level | that are observable for the asset or liability, either directly

(i.e. as prices) or indirectly (i.e. derived from prices).
Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs), IT the

inputs used to measure the fair value of an asset or a liability might be categorized in different levels of the fair value
hierarchy, then the fair value measurement is categorized in its entirety in the same leve! 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 reporting period during
which the change has occurred.

Management believes that its estimates and judgments are reasonable and adequate.

SIGNIFICANT ACCOUNTING POLICIES

3-1 Accounting Policies

The Company has adopted the International Financial Reporting Standards in the preparation of the financial

statements as of December 31, 2020 in accordance with the instructions of the Saudi Organization for Certified Public
Accountants. The mandatory implementation of International Financial Reporting Standards is effective from 1

January 2017, /




Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 DECEMBER 2020

3) SIGNIFICANT ACCOUNTING POLICIES (Continued)

3-1 Accounting Policies (Continued)

(a) Financial instruments

Classification of financial assets
The Company classifies its financial assets under the following categories:

e Fair value through profit or loss (FVTPL);
e Fair value through other comprehensive income (FVTOCI); and
®  Amortised cost

These classifications are on the basis of business model of the Company for managing the financial assets,
and contractual cash flow characteristics.

The Company measures financial asset at amortised cost when it is within the business model to hold assets
in order to collect contractual cash flows, and contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or other
comprehensive income,

Initial measurement
At initial recognition, financial assets or financial liabilities are measured at their fair value. Transaction

costs of financial assets carried at fair value through profit or loss are expensed in profit or loss. In the case
of financial assets or financial liabilities not at fair value through profit or loss, its fair value plus or minus
transaction costs that are directly attributable to the acquisition or issue of the financial asset or financial
liability is the initial recognition amount. Trade receivables are measured at transaction price.

Financial assets classified as amortized cost
Debt instruments that meet the following conditions are subsequently measured at amortized cost less

impairment loss (except for debt investments that are designated as at fair value through profit or loss on
initial recognition):
e The asset is held within a business model whose objective is to hold assets in order to collect

contractual cash flows; and
° The contractual terms of the instrument give rise on specified dates to cash flows that are solely

payments of principal and interest on the principal amount outstanding.
If a financial asset does not meel both of these conditions, it is measured at fair value.

The Company makes an assessment of a business model at portfolio level as this best reflects the way the
business is managed and information is provided to management. In making an assessment of whether an
asset is held within a business model whose objective is to hold assets in order to collect contractual

cash flows, the Company considers:

* Management’s stated policies and objectives for the portfolio and the operation of those policies in
practice;

e The risks that affect the performance of the business model (and the financial assets held within that

business model) and, in particular, the way those risks are managed;

How management evaluates the performance of the portfolio;

Whether the management’s strategy focus on earning contractual commission income;

The degree of frequency of any expected asset sales;

The reason for any asset sales; and

Whether assets that are sold are held for an extended period relative to their contractual maturity or are sold

shortly after acquisition or an extended time before maturity. :
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3) SIGNIFICANT ACCOUNTING POLICIES (Continued)

3-1 Accounting Policies (Continued)

(a) Financial instruments (Continued)

Financial assets classified as amortized cost (Continued)

In assessing whether the contractual cash flows are solely payments of principal and interest, the Company
will consider the contractual terms of the instrument. This will include assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it

would not meet this condition,

Income is recognized on an effective interest basis for debt instruments measured subsequently at
amortized cost. Interest is recognized in the comprehensive income statement.

Debt instruments that are subsequently measured at amortized cost are subject to impairment.
Financial assets designated as FYOCI with recycling

Debt instruments that meet the following conditions are subsequently measured at FYOCI:

e The financial asset is held within a business model whose objective is achieved by both collecting

contractual cash flows and selling the financial assets; and
® The contractual terms of the financial asset give rise on specified dates to cash flows that are solely

payments of principal and interest on the principal amount outstanding.

For debt financial instruments measured at FVOCI, commission income and impairment losses or reversals
are recognized in the comprehensive income statement and computed in the same manner as for financial
assets measured at amortized cost. All other changes in the carrying amount of these instruments are
recognized in the statement of comprehensive income and accumulated under the investment revaluation

reserve,

When these instruments are derecognized, the cumulative gains or losses previously recognized in other
comprehensive income are reclassified to the statement of comprehensive income.

Financial assets classified as FVPL

Investments in equity instruments are classified as at FVPL, unless the Company designates an investment
that is not held for trading as at FVOCI on initial recognition.

Debt instruments that do not meet the amortized cost of FVOCI criteria are measured al FVPL. In addition,
debt instruments that meet the amortized cost criteria but are designated as at FVPL to avoid accounting
mismatch are measured at as at FVPL.,

Debt instruments may be classified at fair value through profit or loss upon initial recognition if this
classification eliminates or significantly reduces the measurement or recognition inconsistency that may
arise from the measurement of assets or liabilities or the recognition of gains and losses on various grounds.

Debt instruments are reclassified from amortized cost to FVPL when the business model is changed such
that the amortized cost criteria are no longer met. Reclassification of debt instruments that are designated as
at FVPL on initial recognition is not allowed.

Financial assets at FVPL are measured at fair value at the end of each reporting period, with any gains or
losses arising on re-measurement recognized in the statement of profit or loss.

Commission income on debt instruments as at FVPL is included in the statement of comprehensive income.

Dividend income on investments in equity instruments at FVPL is recognized in statement of profit or loss
when the Company’s right to receive the dividends is established in accordance with IFRS 15 Revenue

from Contracts with Customers. %
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3) SIGNIFICANT ACCOUNTING POLICIES (Continued)

3-1 Accounting Policies (Continued)
(a) Financial instruments (Continued)

Investment in equity instruments designated as FVOCI

On initial recognition, the Company can make an irrevocable election (on an instrument-by-instrument
basis) to designate investments in equity instruments as at FVOCIL Designation as at FVOCI is not

permitted if the equity investment is held for trading.
A financial asset or financial liability is held for trading if:

 Itisacquired or incurred principally for the purpose of selling or repurchasing it in the near term;

e On initial recognition it is part of a portfolio of identified financial instruments that are managed
together and for which there is evidence of a recent actual pattern of short-term profit-taking; or

e It is a derivative (except for a derivative that is a financial guarantee contract or a designated and

effective hedging instrument),
Investments in equity instruments at FVOCI are initially measured at fair value plus transaction costs.

Subsequently, they are measured at fair value with gains or losses arising from changes in fair value
recognized in other comprehensive income and accumulated in other reserves, Gain or losses on such
equity instruments are never reclassified to statement of profit or loss and no impairment is recognized in
statement of profit or loss. Investment in unquoted equity instruments which were previously accounted for
at cost in accordance with IAS 39, are now measured at fair value, The cumulative gain or loss will not be
reclassified to statement of comprehensive income on disposal of the investments.

Dividends on these investments are recognized in statement of profit or loss when the Company’s right to
receive the dividends is established in accordance with IFRS 9 from Contracts with Customers, unless the
dividends clearly represent a recovery of part of the cost of the investment.

Investment revaluation reserve includes the cumulative net change in fair value of equity investment
measured at FVOCI. When such equity instruments are derecognized, the related cumulative amount in the

fair value reserve is transferred to retained earnings.

Classification of financial liabilities

The Company designates a financial liability at fair value through profit or loss if doing so eliminates or
significantly reduces measurement or recognition inconsistency or where a company of financial liabilities
is managed and its performance is evaluated on a fair value basis.

These amounts represent liabilities for goods and services provided to the company prior to the end of the
year which are unpaid. The amounts are unsecured and are usually paid within 12 months of recognition.
Trade and other payables are presented as current liabilities unless payment is not due within 12 months
after the reporting period. They are recognised initially at their fair value and subsequently measured at

amortised cost using the effective interest method.

All other financial liabilities are subsequently measured at amortised cost using the effective interest rate
method.

Offsetting financial assets and liabilities

Financial assets and liabilities are offset so that the net amount reported in the statement of financial
position where the Company currently has a legally enforceable right to offset the recognised amounts, and
there is an intention to settle on a net basis or realise the asset and settle the liability simultaneously.
Reclassifications

Financial assets are reclassified when the Company changes its business model for managing financial
assets. For example, when there is a change in management’s intention to hold the asset for a short term or
long term. Financial liabilities are not reclassified.
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3) SIGNIFICANT ACCOUNTING POLICIES (Continued)

3-1 Accounting Policies (Continued)

(a) Financial instruments (continued)

Subsequent measurement
Subsequent measurement of financial assets is as follows:

Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortised cost. Interest income from these financial assets is
included in finance income using the effective interest rate method. Any gain or loss arising on derecognition is
recognised directly in profit or loss and presented in other gains (losses), together with foreign exchange gains and
losses. Impairment losses are presented as separate line item in the statement of profit or loss.

FVTOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets, where the
assets” cash flows represent solely payments of principal and interest, are measured at FVTOCI, Movements in the
carrying amount are taken through OCI, except for the recognition of impairment gains or losses, interest revenue and
foreign exchange gains and losses which are recognised in profit or loss. When the financial asset is derecognised, the
cumulative gain or loss previously recognised in OCI is reclassified from equity to profit or loss and recognised in
other gains (losses). Interest income from these financial assets is included in finance income using the effective
interest rate method. Foreign exchange gains and losses are presented in other gains (losses) and impairment expenses
are presented as separate line item in the statement of comprehensive income,

De-recognition

The Company derecognises a financial asset when, and only when the contractual rights to the cash flows from
financial asset expire, or it transfers substantially all the risks and rewards of ownership of the financial asset.

Financial liabilities are derecognised when the obligations specified in the contract is discharged, cancelled or expires,
A substantial change in the terms of a debt instrument is considered as an extinguishment of the original liability and

the recognition of a new financial liability.
Impairment

Financial assets
The Company recognizes a loss allowance for expected credit losses (ECL) on debt instruments that are measured at

amortized cost or at FVOC]I, lease receivables, trade receivables.

No impairment loss is recognized for investments in equity instruments. The amount of expected credit losses reflects
changes in credit risk since initial recognition of the respective financial instrument.

The Company applies the simplified approach to calculate impairment on trade receivables and this always recognizes
lifetime ECL on such exposures. ECL on these financial assets are estimated using a flow rare based on the Company
historical credit loss experience, adjusted for factors that are specific to the debtors, general economic conditions and
an assessment of both the current as well as the forecast direction of conditions at the reporting date, including time

value of money where appropriate,

For all other financial instruments, the Company applies the general approach 1o calculate impairment. Lifetime ECL
is recognized when there has been a significant increase in credit risk since initial recognition and 12 month ECL is
recognized the credit risk on the financial instrument has not increased significantly since initial recognition, The
assessment of whether credit risk of the financial instrument has increased significantly since initial recognition is
made through considering the change in risk of default occurring over the remaining life of the financial instrument.
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3-1 Accounting Policies (Continued)
(a) Financial instruments (continued)

Measurement and recognition of expected credit losses
The measurement of expected credit losses is a function of the prabability of default, loss given default (i.e. the magnitude

of the loss if there is a default) and the exposure at default, The assessment of the probability of default is based on
historical data adjusted by forward-looking information as described above.

As for the exposure at default for financial assets, this is represented by the assets’ gross carrying amount at the reporting
date. Exposure at default for off balance sheet items is arrived at by applying a credit conversion factor to the undrawn
portion of the exposure.

Where lifetime ECL is measured on a collective basis to cater for cases where evidence of significant increases in credit
risk at the individual instrument level may not yet be available, the financial instruments are grouped on the following
basis:

Nature of financial instruments (i.e. the Company trade and other receivables, finance lease receivables and amounts due
from customers are each assessed as a separate group. Loans to related parties are assessed for expected credit losses on
an individual basis);

. Past-due status;
. Nature, size and industry of debtors; and
. External credit ratings where available,

The Company recognizes an impairment gain or loss in the statement of profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount through a loss allowance account, except for investments in debt
instruments that are measured at FVOCI, for which the loss allowance is recognized in other comprehensive income and
accumulated in the investment revaluation reserve, and does not reduce the carrying amount of the financial asset in the

statement of financial position.

Non-financial assets

The Company assesses at cach reporting date, whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Company estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or CGU's fair value less costs of disposal
and its value in use. The recoverable amount is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or group of assets.

When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount,

In assessing value in use, the estimated future cash flows are discounted to their present value using a discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset, In determining fair value
less costs of disposal, recent market transactions are taken into account. If no such transactions can be identified, an
appropriate valuation model is used. These calculations are corroborated by valuation multiples, quoted share prices for
publicly traded companies or other available fair value indicators.

The Company bases its impairment calculation on detailed budgets and forecast calculations.

Impairment losses are recognized in the statement of profit or loss. An assessment is made at each reporting date to
determine whether there is an indication that previously recognized impairment losses no longer exist or have decreased.
If such indication exists, the Company estimates the asset’s or CGU's recoverable amount, A previously recognized
impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s recoverable
amotnt since the last impairment loss was recognized. The reversal is limited so that the carrying amount of the asset does
not exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of depreciation,
had no impairment loss been recognized for the asset in prior years. Such reversal is recognized in the statement of profit
or loss unless the asset is carried at a revalued amount, in which case, the reversal is treated as a revaluation increase.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

3-1 Accounting Policies (Continued)

(b) Property and equipment

(i) Recognition and measurement

Items of property and equipment are measured at cost less accumulated depreciation and impairment losses.

Cost includes expenditures that are directly attributable to the acquisition of the asset, and any other costs directly
attributable to bringing the asset to a working condition for its intended use. Purchased software that is integral to
the fanctionality of the related equipment is capitalized as part of that equipment,

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

Gains and losses on disposal of an item of property and equipment are determined by comparing the proceeds from
disposal with the carrying amount of property and equipment and are recognized net within “other expense” in the
statement of comprehensive income,

(ii) Subsequent cosis

The cost of replacing part of an item of property and equipment is recognized in the carrying amount of the item if
it is probable that the future economic benefits embodied within the part will flow to the company and its cost can
be measured reliably. The carrying amount of the replaced part is derecognized. The costs of the day-to-day
servicing of property and equipment are recognized in statement of comprehensive income as incurred,

(iii) Depreciation

(c)

Items of property and equipment are depreciated on a straight-line basis in statement of income over the estimated
useful lives of each component. Land is not depreciated.

Items of property and equipment are depreciated from the date that they are installed and are ready for use, or in
respect of internally constructed assets, from the date that the asset is completed and ready for use.

Leasehold improvements are amortized over the shorter of the estimated useful life or term of the lease, whichever
is shorter.

The depreciations rate of property and equipment for the current and previous year are as follows:

Depreciation rate

Buildings 3

Leasehold improvements Shorter of lease contract term
or useful life

Machinery and equipment 10

Trucks 7,14 with 20% salvage value

Vehicles 15-25

Computers 12,5-25

Tools 12-20

Furniture & fixture 10

Depreciation methods, useful lives and residual values are reassessed at each reporting date.

Projects under construction
Projects under construction are carried at cost, and when the project is ready for use, it is transferred to its own

item of property and equipment, %
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

3-1 Accounting Policies (Continued)

Revenue recognition
Revenue from sales is recognized when the goods are delivered and the services rendered to the customers.
Revenue from the sale of the goods is recognized based on a five step model as set out in IFRS 15:

Step 1. Identify the contract with a customer: A contract is defined as an agreement between two or more parties
that creates enforceable rights and obligations and sets out the criteria that must be met,

Step 2. Identify the performance obligations in the contract: A performance obligation is a promise in a contract
with a customer to transfer a good or service to the customer.

Step 3. Determine the transaction price: The transaction price is the amount of consideration to which the
Company expects to be entitled in exchange for transferring promised goods or services to a customer, excluding
amounts collected on behalf of third parties.

Step 4. Allocate the transaction price to the performance obligations in the contract: For a contract that has more
than one performance obligation, the Company will allocate the transaction price to each performance obligation
in an amount that depicts the amount of consideration to which the Company expects to be entitled in exchange for

satisfying cach performance obligation.
Step 5. Recognize revenue when (or as) the entity satisfies a performance obligation.

The Company satisfies a performance obligation and recognizes revenue over time, if one of the following criteria
is met;

- The customer simultaneously receives and consumes the benefits provided by the Company’s performance as the
Company performs; or

2, The Company’s performance creates or enhances an asset that the customer controls as the asset is created or
enhanced; or

3. The Company’s performance does not create an asset with an alternative use to the Company and the Company
has an enforceable right to payment for performance completed to date,

For performance obligations, where one of the above conditions are not met, revenue is recognized 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 asset based on the amount of consideration earned by the performance. Where the amount billed to the
customer exceeds the amount of revenue recognized, this gives rise to a contract liability,

Revenue is measured at the fair value of the consideration received or receivable net of discounts and taxes, taking
into account contractually defined terms of payment.

Revenue is recognized in the statement of profit or loss to the extent that it is probable that the economic benefits
will flow to the Company and the revenue and costs, if applicable, can be measured reliably.

Accounts receivable

Accounts receivable are stated at original invoice amount less appropriate allowance for any doubtful trade
accounts receivable, an estimate for allowance for doubtful trade accounts receivable is made by applying the
simplified approach permitted by IFRS 9, which requires expected lifetime losses to be recognised from initial

recognition of the receivables.

Accrued income
Accrued income comprise of revenue earned for services provided and goods delivered but not yet billed as at the

financial position date, %
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3-1 Accounting Policies (Continued)

(g) Inventories
Inventories are measured at the lower of cost and net realizable value. The cost of inventories is determined based
on the weighted average principle, and includes expenditure incurred in acquiring the inventories.

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

(h) Offsetting
Financial liabilities are set off against financial assets, and the net amount is shown in the financial position only
when the obliging legal rights are available and when settled on net basis or the realization of assets or settlement
of liabilities is done at the same time.

(i) Provisions
A provision is recognized if, as a result of a past event, the Company has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the
obligation.

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the liability.

(j) Prepaid expenses
Prepaid expenses represent amounts paid in advance for renting, offices, employees housing and other services,
Prepaid expenses are amortized, using the straight line method, over the period of the related contracts.

(k) Deferred costs
Deferred costs represent key money paid for renting new petrol stations in the Kingdom of Saudi Arabia, Deferred
costs are amortized, using the straight line method, over the period of the contracts,

() Investment in jointly controlled entity
A joint venture is contractual arrangements whereby the Company and other parties undertake an economic
activity that is subject to joint control, i,e the strategic financial and operating policy decisions relating to the
activities require the unanimous consent of the parties sharing control, Joint venture arrangements that involve the
establishment of a separate entity in which each party has an interest are referred to as “jointly controlled entities”,
The Company applies the equity method of accounting for its interests in jointly controlled entities.

Under the equity method, the interest in the jointly controlled entity is carried in the financial position at cost as
adjusted by post-incorporation changes in the Company’s share of the net assets of the jointly controlled entity,
less any impairment in the value of individual investment.

(m) Trade payable and accrued expenses
Liabilities are recognized for amounts to be paid in the future for goods or services received, whether billed by the
suppliers or not,

(n) Unearned revenue
Uneamed revenue represents advances received against prepaid petrol cards issued by the Company that have not
been utilized by customers at the financial position date and unearned rental income received in advance.
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3-1 Accounting Policies (Continued)

(o)

()

(@)

(r)

(s)

Zakat

Zakat is provided on accrual basis in accordance with the Regulations of the General Authority for Zakat and
Income (“GAZT") in the Kingdom of Saudi Arabia, The zakat provision is charged to the statement of
comprehensive income, Any differences resulting from the final assessments are recorded in the year of their

finalization

Employees' defined benefits liabilities

Provision for employee's end of service benefits is deducted from their periods of service at the financial position
date. Provision for employees' end of service benefits is made according to the expected unit method in accordance
with IAS 19 Employee Benefits, taking into account Saudi Labor Law. The provision is recognized based on the

present value of the defined benefit obligation,

The present value of the defined benefit obligation is calculated using assumptions for the average annual salary
increase ratio, the average work period of employees and an appropriate discount rate. The probabilities used are

Calculated on a constant basis for each period and reflect the best management estimates. The discount rate is
determined based on the best available market returns estimates available at the reporting date.

The re-measurement of actuarial valuation was performed by the Al Khwarizmi for Actuarial Services and was
carried out using the expected credit module.
The main assumptions used for actuarial valuation were as follows:

Employee turn over Moderate
Long term salary increase rate 1.85%
Discount rate of cash flow 1.85%

Statutory reserve
As required by Saudi Arabian Regulations for Companies, 10% of the net income for the year should be

transferred to the statutory reserve, The Company may resolve to discontinue such transfers when the fotal reserve
equals 30% of the capital, the reserve is not available for dividend distribution.

Finance income and finance costs
Finance income comprises interest income from deposits at banks, Interest income is recognized as it accrues,

using the effective interest method.

Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset
are recognized in profit or loss using the effective interest method.

Foreign currency transactions

Foreign currency transactions are translated into Saudi Riyals at the rates of exchange prevailing at the time of the
transactions, at financial position date, monetary assets and liabilities denominated in foreign currencies are
translated to Saudi Riyals at the exchange rates prevailing on that date, Gains and losses arising on settlement and
translation of foreign currency transactions are recognized in the statement of comprehensive income.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
3-1 Accounting policies (Continued)

Expenses

Expenses incurred by the Company consist of administrative and general expenses, operating expenses and sellin g
and marketing expenses. Sales costs are charged at full cost of materials, direct labor and indirect costs. Other
direct and indirect expenses relating to management that are not related to the production function are classified as
administrative and general expenses. Joint expenses are distributed, if necessary, between administrative and
general expenses and operating expenses on a consistent basis. The accrual principle is applied in charging the
financial period with administrative and general expenses. Sales and marketing expenses consist mainly of costs
incurred in marketing the Company's products and services.

Right of use asset and lease liabilities

Assets held under leases that transfer to the Company substantially all of the risks and rewards of ownership are
classified as finance leases. The leased assets are measured initially at an amount equal to the lower of their fair
value and present value of the minimum lease payments. Subsequent to initial recognition, the assets are accounted
for in accordance with the accounting policy applicable to that asset.

Assets held under other leases are classified as operating leases and are not recognised in the Company's
Statement of Financial Position. Rentals in respect of operaling leases are charged to the Statement of Profit or

Loss over the term of the leases.

The Company has recognized new assets and liabilities for its operating leases of various types of contracts
including warehouse and depot facilities, accommodation / office rental premises, etc. Each lease payment is
allocated between the liability and finance cost. The finance cost is charged to profit or loss over the lease period
s0 as to produce a constant periodic rate of interest on the remaining balance of the liability for each period. The
right-of-use asset is depreciated over the shorter of the asset's useful life and the lease term on a straight-line basis,

Assets and liabilitics arising from a lease are initially measured on a present value basis.

i. Right-of-use assets are measured at cost comprising the following:
- the amount of the initial measurement of lease liability
- any lease payments made at or before the commencement date less any lease incentives received
- any initial direct costs, and
- restoration costs,
ii. Lease liabilities include the net present value of the following lease payments:
- fixed payments (including in-substance fixed payments), less any lease incentives receivable
- variable lease payments that are based on an index or a rate
- amounts expected to be payable by the lessee under residual value guarantees
- the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and
- Payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease payments are discounted using the incremental borrowing rate, being the rate that the lessee would have
to pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with

similar terms and conditions.

Payments associated with short-term leases and leases of low-value assets are recognized on a straight-line basis as
an expense in Condensed Statement of Profit or Loss. Short-term leases are leases with a lcase term of 12 months

or less,

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The
lease agreements do not impose any covenants, but leased assets may not be used as security for borrowing

purposes.

Segmental reporting
A segment is a distinguishable component of the Company that is engaged either in providing products or services
(a business segment) or in providing products or services within a particular economic environment (a geographic
segment), which is subject to risks and rewards that are different from those of other segments, Because the
Company carries out its activities entirely in the Kingdom of Saudi Arabia, reporting is provided by business
segment only.
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New standards and amendments to standards and in terpretations

Effective date New standards or amendments

Amendments to References to Conceptual Framework in [FRS Standards
Definition of Material (Amendments to 1AS 1 and [AS 8)

1 January 2020 Definition of a Business (Amendments to IFRS 3)
Interest Rate Benchmark Reform (Amendments to [FRS 9, IAS 39 and [FRS 7
1 June 2020 COVID-19-Related Rent Concessions (Amendment to IFRS 16)

Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7,
| Janiuary 2021 IFRS 4 and [FRS 16)

Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 3n
Annual Improvements to IFRS Standards 20 |8-2020
1 January 2022 Property, Plant and Equipment: Proceeds before Intended Use (Amendments to 1AS
16)
Reference to the Concepiual Framework (Amendments to [FRS 3)

Classification of Liabilities as Current or Non-current (Amendments to [AS 1)

1 January 2023 IFRS 17 Insurance Contractsa and amendments to IFRS 17 Insurance Contracts
Available for optional

adoption/ effective Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
date deferred (Amendments to [FRS 10 and 1AS 28)

indefinitelyb

The Company has adopted IFRS 16: COVID-19 Related Rent Concessions, which were adopted on 1 June 2020,
Amendments to IFRS 16: COVID-}9-Related Rent Concessions

Effective 1 June 2020, IFRS 16 was amended to provide a practical expedient for lessees accounting for rent
concessions that arise as a direct consequence of the COVID-19 pandemic and satisfy the following criteria:

(a) The change in lease payments results in revised consideration for the lease that is substantially the same as, or
less than, the consideration for the lease immediately preceding the change;

(b) The reduction is lease payments affects only payments originally due on or before 30 June 2021; and

(¢) There are is no substantive change to other terms and conditions of the lease.

Rent concessions that satisfy these criteria may be accounted for in accordance with the practical expedient, which
means the lessee does not need to assess whether the rent concession meets the definition of a lease modification,
Lessees apply other requirements in IFRS 16 in accounting for the concession

Aldrees Petroleum and Transport Services Company has elected to utilise the practical expedient for all rent
concessions amendment to IFRS 16 “Leases” COVID-19 that meet the criteria. The practical expedient has been
applied retrospectively, meaning it has been applied to all rent concessions that satisfy the criteria, which in the case
of Aldrees Petroleum and Transport Services Company, occurred from March 2020 to June 2020

Accounting for the rent concessions as lease modifications would have resulted in Aldrees Petroleum and Transport
Services Company remeasuring the lease liability to reflect the revised consideration using a revised discount rate,
with the effect of the change in the lease liability recorded against the right-of-use asset. By applying the practical
expedient, A Layout is not required to determine a revised discount rate and the effect of the change in the lease
liability is reflected in profit or loss in the period in which the event or condition that triggers the rent concession

oceurs,
The effect of applying the practical expedient is disclosed in Note (2 7

The Company expects to apply the above standards and i nterpretations (improvements) in the financial
statements by the date stated in the Standard with no significant impact on the Company's financial statements.
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

For The Year Ended 31 DECEMBER 2020

6) RIGHT OF USE ASSETS, NET
6/1 The movement in the right to use assets for the year is as follows:

December 31, 2020 December 31, 2019
SR SR
Depreciation Balance Depreciation Balance
Land 1,103,952 214,065 1,609,342 1,318,017
Building 198,110,113 2,540,360,719 199,964,226 1,741,489,502
Total right of use 199,214,065 2,540,574,784 201,573,568 1,742,807,519

Additions to the right to use assets during the year ended December 31, 2020: SAR 1,065 million (December 31, 2019: SAR 362
million)

6/2 Lease Liabilities
The movement in Lease Liabilities for the year is as follows:

~The table below shows the lease obligations based on the contractual maturity date:

December 31, 2020 Deceniber 31, 2019

SR SR
Non-current portion of lease liabilities 2,170,995,781 1,423,617,065
Current portion of lease liabilities 281,314,846 219,158,800
Total lease liabilities 2,452,310,627 1,642,775,865

The total interest expense on lease liabilities recognized during the year ended December 31, 2020 is 67,5 million Saudi Riyals

(31 December 2019: 54,6 million Saudi Riyals).
Expenses related to short-term and low-value lease contracts amounted to 36,2 million Saudi and 13,8 million Saudi respectively,

&
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 DECEMBER 2020

7) DEFERRED COSTS, NET
December 31, 2020 December 31, 2019

SR SR

Cost:
At the beginning of the year 38,055,385 30,563,963
Additions 2,792,608 13,841,755
Written off (*) (10,103,226) (6,350,333)
At the end of the year 30,744,767 38,055,385
Accumulated amortization:
Al the beginning of the year 26,327,360 22,840,961
Charge for the year 2,690,789 9,836.732
Written off (*) (10,103,226) (6,350,333)
At the end of the year 18,914,923 26,327,360
Net book value: 11,829,844 11,728,025

% a1

(*) Due to the full amortization of the deferred costs relating to certain contracts of petroleum services segment,
during the year, the management has written off the deferred cost and accumulated amortization of the related

confracts,
8) INVESTMENTS IN JOINT VENTURES
On 21 Shaaban 1434 (corresponding to 30 June 2013), the Company has signed a joint venture (JV) agreement
with Bertschi AG, an entity incorporated in Switzerland, to establish a jointly controlled entity namely Aldrees

Bertschi for logistic services. On 22 March 2015, the Company and co-venture have made a contribution of SR
500,000 each towards the establishment of the jointly controlled entity.

The following is the movement in the investments account.

December 31, 2020  December 31, 2019

SR SR
At the beginning of the year 5,778,342 4,861,563
Investment gain 4,527,062 916,779
Atthe end of the year 10,305,404 5,778,342
_— _—

v 4
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

For The Year Ended 31 DECEMBER 2020

9) INVESTMENT AT FAIR VALUE THROUGH PROFIT OR LOSS

During the year 2019, the company purchased 2 million units in Al-Khair Capital Fund (Aramco) with a value of 20
million Saudi riyals, and the investment was classified as an investment at fair value through profit or loss, Because
the company's management keeps it for short-term sale, with unrealized profits or losses included in the revaluation
of the net asset value of the fund in the statement of profit or loss.

Number of Unrealized gains on revaluation
Name units Units Cost of investments Units Faire value
Al-Khair Capital Fund
(Aramco) 2,000,000 20,000,000 294,200 20,294,200

The investment movement at fair value through profit and loss during the year was as follows:

December 31, 2020  December 31, 2019

SR SR
At the beginning of the year 21,397,727 %
Purchase of investments during the year - 20,000,000
Unrealized (loss)/ gains on revaluation of investments at fair
value through profit or loss (1,103,527) 1,397,727
At the end of the year 20,294,200 21,397,727

10) OTHER ASSETS
December 31, 2020 December 31, 2019

SR SR
Advance payments 1o suppliers 30,653,826 25,503,164
Receivables from employees 20,435,731 17,294,164
Miscellaneous 147,065 341,570
51,236,622 43,138,898
= e ———————1

11) PREPAID EXPENSES
December 31, 2020  December 31, 2019

5R SR
Prepaid rent 36,925,643 13,081,305
Others 70,393,956 70,767,176
107,319,599 83,848,481

' 4
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Aldrees Petroleum and Transport Services Company

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 DECEMBER 2020

12) INVENTORIES, NET

Fuel
Spare parts, lubricants and filters

Provision for slow moving and obsolete inventory

13) ACCRUED REVENUE

December 31, 2020

December 31, 2019

SR SR
35,062,836 49,406,465
33,204,614 23,401,108
68,267,450 72,807,573

(541,861) (541,861)
67,725,589 72,265,712

Accrued revenue represent revenue earned from services provided and goods delivered to customers but not yet billed at

the balance sheet date and are current in nalure,

14) TRADE RECEIVABLE, NET

Trade accounts receivable
Provision for expected credit losses

December 31, 2020 December 31, 2019

SR SR
382,416,129 396,269,202
(7,491,818) (5,951,043)

374,924,311

390,318,159

Certain of the above trade accounts receivable are past due, more than normal collection cycle, but not impaired and are
expected, on the basis of past experience, to be fully recoverable as majority of these receivables are from government or

semi government institutions.

The movement on the expected credit losses provision was as follows:

Special Provision

General Provision

Balance at | January 2019

Charge during the year
(Reversal) during the year

Balance at 31 December 2019
Charge during the year
(Reversal) during the year

Balance at 31 December 2020

(Single) (Collective) Total -
2,744,925 - 2,744,925
6,941,545 - 6,941,545

(3,735,427) . (3,735,427)
5,951,043 - 5,951,043
3,298,131 - 3,298,131

(1,757,356) - (1,757,356)
7,491,818 - 7,491,818

15) SHARE CAPITAL

The Company’s share capital at December 31, 2020 amounted to SR 600 million (2019: SR 600 million) consisting of 60
million (2019: 60 million) fully paid and issued share of SR 10 each.

27
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

For The Year Ended 31 DECEMBER 2020

17) Employees' defined benefits liabilities
The movement for end of service indemnity is as follows:

December 31, 2020  December 31, 2019

SR SR
At ] January 66,067,876 56,771,528
Charge during the year 10,382,147 11,719,358
Re-measurement for employees' defined benefits 10,092,075 8,132,644
Payments during the year (12,102,307) (10,555,654)
At 31 December 74,439,791 66,067,876

The actuarial valuation was performed by Al Khwarizmi for Actuarial Services and was carried out using the
expected credit module.

The main assumptions used for actuarial valuation were as follows:

2020 2019
Employee turn over Moderate Moderate
Long term salary increase rate 1.85% 2.9%
Discount rate of cash flow 1.85% 2.9%

18) ZAKAT PAYABLE
a) The zakat charge consists of:

December 31, 2020  December 31, 2019
SR SR

Provision for the year 3,877,416 13,749,302
Charged during the year by an increase 1,369,285

Adjustment for previous years S 2,500,589
Charge for the year 5,246,701 16,249,801

The difference between the financial and amounts subject to zakat are due to difference in depreciation rates and
treatment of certain allowances and provisions,

Zakat charged for the year ended December 31, 2020 was calculated on the basis of the adjusted income, 2019 on
the basis of adjusted income in addition to the Zakat base,

b) The calculation of zakat base is as follows:
December 31, 2020  December 31, 2019

SR SR

Shareholders’ equity — beginning of the year 874,766,624 688,487,045
Employees' defined benefits 60,157,013 42,830,535
Long term financing / Credit balances 2,603,033,970 2,367,034,715
Zakatable income for the year 155,096,646 358,068,346
Deductions:

Book value of long term assets, net (3,735,712,584) (2,860,131,978)
Dividends and Board of Directors' remunerations (93,275,000) (52,100,000)
Zakat base(*) (135,933,331) 544,188,663

* Zakat is due at 2.5% of the adjusted net income and 2.57768% of the zakat base minus the adjusted income



Aldrees Petroleum and Transport Services Company

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

For The Year Ended 31 DECEMBER 2020

18) ZAKAT PAYABLE (Continued)
c) Movements in provision during the year

The movement in zakat provision is as follows:

At the beginning of the year
Provided during the year
Payments during the year

Atend of the year

d) Status of assessment

December 31, 2020  December 31, 2019
SR SR
13,184,206 4,933,188
5,246,701 16,249,891
(10,454,591) (7,998,873)
7,976,316 13,184,206
_

The Company has filed its zakat declaration for all years up to 31 December 2019. The assessments have been
finalized with the General Authority of Zakat and Income Tax (the “GAZT”) for all years up to 31 December 2018.
The General Authority made a settlement with the Company and the settlement amount was paid,

The assessments for the year ended December 31, 2019 have not been raised by the GAZT, yet,

19) ACCRUED EXPENSES AND OTHER LIABILITIES

Unearned revenue

Accrued expenses

Advances from customers

Provision For Contingent Liabilities Note (28)

20) TRADE PAYABLES

Saudi Arabian Oil Company (“Aramco”)
Other trade payables

31

December 31, 2020 December 31, 2019

SR SR
201,027,547 158,881,133
106,556,622 88,283,851

13,585,564 29,394,773
- 17,407,451

321,169,733 293,967,208

December 31, 2020  December 31, 2019

SR SR
474,549,477 194,054,088
31,250,053 32,167,964

505,799,530 226,222,052

' 4



Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 DECEMBER 2020

21) SELLING AND MARKETING EXPENSES

2020 2019
SR SR
Commissions, bonus and sales incentives 2,921,041 4,095,269
Advertising and publicity 386,778 1,018,354
3,307,819 5,113,623
22) GENERAL AND ADMINISTRATIVE EXPENSES
2020 2019
SR SR
Employees' salaries and benefits 101,118,564 115,943,765
Depreciation (note 5) 7,403,360 6,570,210
Aallowances for doubtful 7,159,314 936,058
Maintenance 2,910,324 3,598,947
Printing and stationery 1,877,124 1,459,797
Travel expense 1,849,999 1,868,145
Donations for social services 1,750,132 1,338,026
Utilities 1,491,771 1,543,368
Rent 1,261,049 1,278,476
Professional fees 1,112,292 2,649,183
Governmental expenses 796,878 608,615
Saudi Stock Market expenses (“Tadawul”) 632,236 T4T,171
Insurance 587,488 621,488
Other 4,166,456 3,486,729
134,116,987 142,649,978
23) FINANCIAL CHARGES
2020 2019
SR SR
Bank charges 16,751,682 19,749,281
Interest on lease liabilities 67,497,178 54,578,765
84,248,860 74,328,046

N
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

For The Year Ended 31 DECEMBER 2020

25) RELATED PARTIES TRANSACTIONS AND BALANCES (Continued)
The significant transactions are as follows:

December 31, 2020 December 31, 2019

Nature of transaction SR SR

Purchase of machinery, equipment and spare parts 4,354,392 8,198,232
(——""_ . ——— ] _

Rental expenses (depreciation of the right to use the assets) 2,655,431 2,665,417
e _—

Non-interest bearing funding 1,954,722 2,791,944
——— ——— 3 _—

The related party balances are as follows:
December 31,2020  December 31, 2019

SR SR
Due from a related party
Aldrees Bertschi 1,954,722 2,791,944
Due to a related party:
Aldrees Industrial and Trading Company 1,621,479 2,001,331

26) EARNINGS PER SHARE

Earnings per share attributable to income from operations and net income was calculated by dividing income from
operations and net income for the period by the weighted average number of outstanding shares of 60 million as of
31 December 2020 (31 December 2019: 60 million shares).

27) IMPORTANT MATTERS
A. On October 01, 2019, the company received a notification from the National Comimittee for Gas Stations

Companies (one of the committees of the Council of Saudi Chambers) that the Ministry of Energy agreed to
increase the profit margin for gas stations and service centers of companies that have a qualification certificate
from the Ministry of Municipal and Rural Affairs to become the new profit margin (15 halala For gasoline
instead of 9 halalas per liter and 5 halalas for diesel instead of 3.5 halalas per liter), without affecting retail

prices at the stations to the end consumer.

On February 1, 2020, the company signed a new agreement with the Saudi Arabian Oil Company (Saudi
Aramco), which stipulates the new profit margin. Accordingly, the profit margin was changed retroactively
from the date of August 23, 2018 to January 31, 2020, and the company's management has complied with the
requirements of the Saudi Aramco company to limit the quantities that apply to it after increasing the margin
and provide Saudi Aramco with the statements that the effect applies to.

According to the company's management estimates, “Aldrees Petroleum and Transport Services”, the
company recognized the effect of increasing the margin for the month of January 2020, reducing the cost of
revenues in the condensed interim statement of comprehensive income for the period ending September 30,
2020, amounting to 18,150,682 SR, and the company's management has recognized the effect of increasing
the margin For the period from January 1, 2019 to December 31, 2019, by reducing from the cost of revenues
during the fourth quarter in the statement comprehensive income for the period ending December 31, 2019
amounting to SR 200,547,708, As for the effect of the increase in the profit margin from August 23, 2018 to
December 31, 2018, the effect on other income recognized during the fourth quarter in the statement of
comprehensive income for the year ended December 31, 2019 amounting to SR 68,1 19,725.

On May 14, 2020, the company received a notification from the Saudi Arabian Oil Company (Saudi Aramco)
stating the value of the retroactive effect due to the company, amounting to SAR 286.8 million, which
represents the company's dues from the retroactive effect for the period from August 23, 2018 until January

31, 2020,
9 % 34 %
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 DECEMBER 2020

24)  OTHER INCOME, NET

2020 2019
SR SR
Reversal of Provisions no longer intended 17,407,451 -
The effect of increasing the profit margin - Note (27) - 68,119,725
Labor Office Refunds - 12,923,258
(Losses) / Gain from disposal of property and equipment (443,700) 806,105
Others 1,878,380 1,729,590
18,842,131 83,578,678
25) RELATED PARTIES TRANSACTIONS AND BALANCES
The share in the joint venture is explained in Note (8)
Senior management compensation (senior executives)
2020 2019
SR SR
Short-term employee benefits 8,595,192 8,211,012
Defined employee benefit liabilities 1,041,648 961,620
Rewards for members and other committees and related expenses
2020 2019
SR SR
Compensation for members and senior executives 8,404,517 19,836,236
Board remuneration 3,275,000 2,100,000
Expenses and fees to attend the meetings of the Board of 1,172,000 888,000

Directors and the relevant committees

During the year, the Company transacted with following related parties. The transactions are made in normal course
of business and terms of these transactions are approved by the Board of Directors.

Name Relationship
Mr. Hamad Mohammad Aldrees Shareholder
Mr. Abdul Mohsin Mohaminad Aldrees Shareholder
Aldrees Industrial and Trading Company Affiliate
Seven Orbits Company for Trading Affiliate
Aldrees Bertschi Logistic Services Joint venture

' 4
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Aldrees Petroleum and Transport Services Company
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 DECEMBER 2020

DIVIDENDS AND BOARD OF DIRECTORS® REMUNERATIONS

The general assembly in its meeting on 05 Ramadan [441H (corresponding to 28 April 2020) has approved to
distribute cash dividends amounting to SR 90 million representing SR 1.5 per share and to disburse remunerations
for the Company’s Board of Directors amounting to SR 3,275 million,

COMMITMENTS AND CONTINGENCIES

a) At December 31, 2020, the Company had outstanding contingent liabilities in the form of letters of
guarantee amounting to SAR 1,263.8 million (2019 SAR 1,227 million).
b) In addition, the company has capital commitments as of December 31, 2020 amounting to SR 74
million (2019: SR 14,8 million).
SEGMENTAL INFORMATION

Since the Company carrics out its activities entirely in the Kingdom of Saudi Arabia, reporting is provided by
business segment only. The Company has determined its business segments on the basis of type of goods supplied
and services rendered by the Company’s business segments and reported to the Company's executive management
for the purposes of resource allocation and assessment of segment performance,

Transactions between the business segments are based on an arm length basis. For executive management purposes,
the Company is organized in the following business segment:

e  Petroleum Services Segment
e  Transport Services Segment
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Aldrees Petroleum and Transport Services Company

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 DECEMBER 2020
SEGMENTAL INFORMATION (Continued)

The selected segment information is provided by business segment as follows:

31 December 2020

Total assets

Total liabilities

Revenue

Cost of Revenue

Gross profit

Depreciation and amortization
Income from operations

Net income

Deferred cost additions
Capital expenditure additions

Total asseis and Liabilities
As of 31 December 2019

Total assets
Total liabilities

As of 31 December 2019

Revenue

Cost of Revenue

Gross profit

Depreciation and amortization
Income from operations

Net income

Deferred cost additions
Capital expenditure additions

SUBSEQUENT EVENTS

Petroleum Transporr  Intercompany
service Services eliminations Total
SR SR SR SR

3,905,669,300 610,939,340 (53,855,909) 4,462,752,731
3,355,964,642 268,161,627 (53,855,909) 3,570,270,360
4,767,537,597 294,545,033 (88,001,493) 4,974,081,137
4,504,533,940 231,811,167 (88,001,493) 4,648,343,614
263,003,657 62,733,866 - 325,737,523
56,534,973 47,750,861 - 104,285,834
175,338,965 12,973,752 E 188,312,717
110,732,123 10,350,699 - 121,082,822
2,792,608 - - 2,792,608
153,249,598 42,074,975 - 195,324,573
3,051,648,374 653,683,101 (120,111,676) 3,585,219,799
2,523,877,024 306,687,827 (120,111,676) 2,710,453,175
5,402,967,569 358,759,761  (80,598,120) 5,681,129,210
5,055,732,445 244,395,422 (80,598,120) 5,219,529,747
347,235,124 114,364,339 - 461,599,463
57,061,551 46,665,120 - 103,726,671
255,303,868 58,531,994 313,835,862
241,354,513 50,389,145 291,743,658
13,841,755 - - 13,841,755
105,932,668 16,657,468 - 122,590,136

I- The Company's Board of Directors in their meeting held on 06 Jumada AlThani 1442 H (corresponding to 19

January, 2021) recommended the following:

- Distribution of cash dividends of SR 1 per share totalling SR 60 million representing 10% of the

Company's share capital.

- Disburse an amount of SAR 500,000 to each member of the hoard of directors and the secretary of the
board of directors for the year 2020. The amount distributed as in accordance with the regulations of the

ministry of commerce and the Capital Market Authority

The above recommendations are subjected to the general assembly and regulatory approvals.

2-  Capital increase from 600 million Saudi riyals to 750 million Saudi riyals through issuing additional free shares to
shareholders of the company. There will be an additional (1) free share for every (4) shares and this will be done
by capitalization of SR (150) million from the retained earnings account,
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FINANCIAL RISK MANAGEMENT
The company has exposure to the following risks from its use of financial instruments.

Credit risk
Liquidity risk
Commission rate risk

This note presents information about the company's exposure to each of the above risks, the company's objectives,
policies and processes for measuring and managing risk, and the company's management of capital,

Risk management framework
The management has overall responsibility for the establishment and oversight of company's risk management

framework.

The company's risk management policies are established to identify and analyses the risks faced by the Company,
to set appropriate risk limits and controls, and to monitor risks and adherence to limits.

Risk management policies and systems are reviewed regularly to reflect changes in market conditions and the
company's activities.

The company, through its training and management standards and procedures, aims to develap a disciplined and
constructive control environment in which all employees understand their roles and obligations.

Credit risk
Credit risk is the risk that one party will fail to discharge an obligation and will cause the other party to incur a

financial loss, The Company's policy is that all customers who wish to trade on credit terms are subject to credit
worthiness evaluation process, Financial instruments that expose the Company to concentrations of credit risk
consist primarily of accounts receivable, The Company places its bank balances with a number of financial
institutions with sound credit ratings and has a policy of limiting its balances deposited with each institution, The
Company does not believe that there is a significant risk of non-performance by these financial institutions, The
Company does not consider itself exposed to a concentration of credit risk with respect to accounts receivable due
to its diverse customer base operating in various industries and located in many regions.

The carrying amount of the financial assets represents the maximum credit exposure. The maximum exposure to
credit risk at the financial position date at 31 December was as follows:

Requested value

In Saudi Riyal As of December 31, As of December 31,
2020 2019

Trade accounts receivable, net 374,924,311 390,318,159
Investment at fair value through profit or loss 20,294,200 21,397,727
Cash at Bank 76,958,955 98,147,083
Accrued income 22,099,087 22,639,676
Other assets 51,236,622 43,138,898
Due from related parties 1,954,722 2,791,944

547,467,897 578,433,487

38



Aldrees Petroleum and Transport Services Company

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 DECEMBER 2020
33) FINANCIAL RISK MANAGEMENT (Continued)

Liquidity risk

It is the risk that the Company will encounter difficulty in raising funds to meet commitments associated with
financial instruments, Liquidity risk may result from an inability to sell a financial asset quickly at an amount close
to its fair value, The Company manages its liquidity risk by ensuring that Islamic bank facilities are available, The
terms and conditions of the facilities are disclosed in note (16), The Company’s terms of sales require amounts to
be paid either on cash on delivery or on terms basis, Trade payables are normally settled within 60 days of the date

of purchase.

The following are the contracted maturities of financial liabilities, including estimated interest payments:

December 31, 2020

Carrying Contractual Cash

In Saudi Riyal Amount Flows Less than a year ~ More than a year
Loans 206,952,884 (206,952,884) (130,524,312) (76,428,572)
Lease Liabilities 2,452,310,627 (2,452,310,627) (281,314,846) (2,170,995,781)
Trade payables 505,799,530 (505,799,530) (505,799,530) -
Due to related party 1,621,479 (1,621,479) (1,621,479) -
Accrued expenses and 321,169,733 (321,169,733) (321,169,733) -
other liabilities
Zakat payable 7,976,316 (7,976,316) (7,976,316) -
Employees' defined 74,439,791 (74,439,791) - (74,439,791)
benefits liabilities

3,570,270,360 (3,570,270,360) (1,248,062,216) (2,321,864,144)
December 31, 2019 Carrying Contractual Cash
In Saudi Riyal Amount Flows Less than a year  More than a year
Loans 466,234,637 (466,234,637) (405,918,462) (60,316,175)
Lease Liabilities 1,642,775,865 (1,642,775,865) (219,158,800) (1,423,617,065)
Trade payables 226,222,052 (226,222,052) (226,222,052) -
Due to related party 2,001,331 (2,001,331) (2,001,331) -
Accrued expenses and 293,967,208 (293,967,208) (293,967,208) -
other liabilities
Zakat payable 13,184,206 (13,184,206) (13,184,206) B
Employees' defined 66,067,876 (66,067,876) - (66,067,876)
benefits liabilities

2,710,453,175 (2,710,453,175) (1,160,452,059) (1,550,001,116)
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33) FINANCIAL RISK MANAGEMENT (Continued)

Commission rate risk
Commission rate risk is the risk that the value of financial instruments will fluctuate due to changes in the

prevailing market commission rates, The Company is subject to commission rate risk on its commission bearing
Islamic short term and long term facilities.

The following table demonstrates the sensitivity of the income to reasonably possible changes in commission rates,
with all other variables held constant. There is no impact on the Company’s equity.

The sensitivity of the income is the effect of the assumed changes in commission rates on the Company’s profit for
one year, based on the floating commission rate [inancial liabilities held at 31 December:

Increase/(decrease) in basis points Effect on tncome for the year
2020 2019
SR SR
+5 (103,477) (233,118)
+10 (206,953) (466,235)
-5 103,477 233,118
-10 206,953 466,235

Currency risk
It is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates,

Management monitors fluctuations in foreign currency exchange rates, and believes that the Company is not
exposed to significant currency risk since the Company did not undertake significant transactions in currencies
other than Saudi Riyal and US Dollars. The Saudi Riyal is pegged to the US Dollar, accordingly, balances and
transactions in US Dollars are not considered to represent significant currency risk.

Fair Value
Fair value represents 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 in the principal or, in its absence, the most
advantageous market 1o which the Company has access at that date. The fair value, of a liability reflects its non-

performance risk.

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

techn iques as follows:

¢ Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: inputs other than quoted prices included level | that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices).

¢ Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

&
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FINANCIAL RISK MANAGEMENT (Continued)
Fair Value (Continued)

Value Level (1) Level (2) Lewvel (3)
December 31, 2020 SR SR SR SR

Assets measured at fair value
Investment at fair value through profit and loss 20,294,200 20,294,200 - -

Value Level (1) Level (2) Level (3)
December 31, 2019 SR SR SR SR

Assets measured at fair value
Investment at fair value through profitand loss 21,397,727 21,397,727 - -

The company has not disclosed the fair values of financial instruments such as cash and cash equivalents,
commercial and debit accounts, commercial credit accounts, amounts payable and other current liabilities, given
that their book values are a reasonable approximation of the fair value and that is largely due to the short-term

maturity dates for these instruments.

KEY SOURCES OF ESTIMATION UNCERTAINTY

Trade receivable “expected credit losses”
An estimate of the collectible amount of trade accounts receivable is made when collection of the full amount is no

longer probable. For individually significant amounts, this estimation is performed on an individual basis. Amounts
which are not individually significant, but which are past due, are assessed collectively and an allowance applied
according to the length of time past due, based on historical recovery rates.

At the balance sheet date, gross trade accounts receivables were SR 382,416,129 (2019: SR 396,269,202), and the
Provision for credit losses was SR (7,491,818) (2019: SR 5,951,043). Any difference between the amounts actually
collected in future periods and the amounts expected will be recognised in the statement of income.

Impairment of inventories
Inventories are held at the lower of cost and net realisable value. When inventories become old or obsolete, an

estimate is made of their net realisable value. For individually significant amounts this estimation is performed on
an individual basis. Amounts which are not individually significant, but which are old or obsolete, are assessed
collectively and an allowance applied according to the inventory type and the degree of ageing or obsolescence,
based on historical selling prices.

Useful lives of property and equipment

The Company management determines the estimated useful lives of its property and equipment for calculating
depreciation. The estimate is determined after considering the expected usage of the asset or physical wear and tear.
Management reviews the useful lives annually and future depreciation charge would be adjusted where the
management believes the useful lives differ from previous estimates,

COMPARATIVE FIGURS

Certain of the prior year amounts have been reclassified to conform to the presentation in the current year,

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Board of Directors on 06 Jumada AlThani, 1442 H (corresponding to
January 19 2021),
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