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Independent auditor’s report

To the shareholders of
Aseer for Trading, Tourism, Industrial, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

Riyadh — the Kingdom of Saudi Arabia
Report to consolidated financial statements

Opinion

We have audited the consolidated financial statements of Aseer for Trading, Tourism, Industrial,
Agricultural, Real Estate and Contracting Company (the “Company”) and its subsidiaries
(collectively the “Group”™), which comprise the consolidated statement of financial position as at 31
December 2021, and the consolidated statement of income, consolidated statement of other
comprehensive income, consolidated statement of changes in equity, and consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial statements including a summary
of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at 31 December 2021, and its consolidated
financial performance and its consolidated 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 endorsed by the Saudi Organization for Chartered and Professional
Accountants (“SOCPA”).

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing that are endorsed in the

Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the professional code of conduct and ethics that
are endorsed in the Kingdom of Saudi Arabia that are relevant to our audit of the consolidated financial
statements and we have fulfilled our ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Emphasis of matter
We draw attention to note No. (13) to the accompanying consolidated financial statements, which states

that in December 2019, the Group filed two lawsuits at the Public Court in Riyadh against the seller of
the land located in the north of Riyadh, at Al Khair District, and against the broker of the purchase deal
in order to obligate both the land’s seller and the purchasing broker to refund the amount paid to them.
During November 2020 a court ruling has been issued in favor of the Group, where the seller of the land
is obligate to pay an amount of SR 202 million. During the year ended 31 December 2021, the seller of
the land has filed a petition to the Court and was accepted. Accordingly, the Court decided to withdraw
the previous ruling and dismiss the case due to lack of jurisdiction, and the Group has objected on the
Court ruling, On 2 February 2022, the General Department for large cases of the General Court has
issued a preliminary ruling in the favour of the Group to terminate the land sale contract and obligate
the seller to repay an amount of SR 202 million in favor of the Group. Our opinion is not modified in
respect of this matter.
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Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements for the year ended 31 December 2021. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters. The key audit matters

include:

Revenue from contracts with customers

Key audit matter

How the key audit matter was addressed in our audit

The group’s revenues for the year ended 31
December 2021 amounted to SR 1.7 billion.

The management performed detailed
analysis for each type of revenue in order to
determine the variable considerations,
including customer right-to-return goods and
volume rebate entitlements.

Determination of volume rebates involve
significant judgment, in addition to
allowance for right-to-return goods requires
consideration of historical indicators, and
management expectations of the volume of
the transactions in the future.

We considered this a key audit matter as
revenue is a key consolidated financial
statement item and performance metric and
requires judgement by management and the
use of significant assumptions.

Our procedures included the following:

Evaluated Company’s policy of revenue recognition
in accordance with the requirements of the
International Financial Reporting Standard (15)
“Revenue from contracts with customers” regarding
the timing of revenue recognition and recognition of
discounts.

Tested design and effectiveness of the Group's
internal controls over the revenue cycle.

Reviewed historical indicators used in the estimates
related to determining trade discount and entitlement
to return goods.

Evaluated appropriateness of the Group's disclosures
in terms of compliance with the relevant
international financial reporting standards.

For more details, please refer tonotes (2-5E/3/4)

Goodwill impairment test

Key audit matter

How the key audit matter was addressed in our audit

The balance of goodwill as of 31 December
2021 amounted to SAR 157M (2020: SAR
157M).

Management is required to assess the
impairment of goodwill annually or when
indications of impairment have been
raised.

Impairment was considered a key audit
matter due to the complexity of the process
of assessing impairment and the significant
estimates used by management in making
key assumptions such as discount and
weighted average cost of capital that are
affected by internal and external future
market conditions.

Our procedures included the following:

Reviewed the reasonableness of the assumptions used
in determining the projected cash flows to assess
whether there is an impairment of goodwill.

Reviewed the reasonableness of the discount rate
used.

Reviewed the mathematical accuracy of the model
used by the management.

Evaluated appropriateness of the group's disclosures
in terms of compliance with the relevant international
financial reporting standards.

For more details, please refer to notes 2-5 A/2-5 Q/3/14)
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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
auditor’s report thereon. The annual report is expected to be made available to us after the date of
this auditor’s report.

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

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

When we read the annual report, when made available to us, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to tho$e charged with governance.

Responsibilities of management and Those Charged with Governance for the consolidated
financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with IFRS endorsed in the Kingdom of Saudi Arabia, other standards and
versions endorsed by Saudi Organization for Chartered and Professional Accountants and
Regulations of Companies requirements, and for such internal control as management determines
is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

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

Those Charged with Governance, in particular the Audit Committee for the Group is responsible
for overseeing the Group’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error and to
issue an 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 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 consolidated financial statements.
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As part of an audit in accordance with ISAs endorsed in the Kingdom of Saudi Arabia, we exercise
professional judgment and maintain professional scepticism throughout the audit. We also:

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

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 Group’s internal control.

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

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going
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 consolidated 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 Group to cease to continue as a going concern.

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

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision, and performance of the Group
audit. We remain solely responsible for our audit opinion.

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

For Dr. Mohamed Al-Amri '% __Q.

Gihad Al-Amri e
Certified Public Accountant
Registration No. 362 ’I.

Riyadh, on: 24 Sha’ban 1443 H
Corresponding to: 27 March 2022 G
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company

(A Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

Net sales

Cost of sales

GROSS PROFIT FROM SALES

Company’s share from the (loss) / gain of an associate
Dividend income from investments and financial assets
Valuation of investments in debt instruments at fair
value through profit or loss

TOTAL LOSS FROM INVESTMENT

GROSS PROFIT

Selling and distribution expenses

General and administrative expenses

Impairment of property, plant and equipment

Other operating income, net

TOTAL EXPENSES

NET INCOME FROM OPERATIONS

Other income / (expenses)

Finance charges

INCOME / (LOSS) BEFORE ZAKAT AND
INCOME TAX

Zakat

Income tax

NET LOSS FOR THE YEAR

NET LOSS FOR THE YEAR ATTIBUTABLE TO:

Shareholders of the Parent Company
Non-controlling interests

Basic and diluted earnings per share attributable to the
Parent Company’s shareholders

4

rman of Board of Directors

2021 2020
Notes SR SR
5 1,711,312,365 1,569,619,924
(1,225,223,396) (1,118,703,187)
486,088,969 450,916,737
16 (A) (60,380,298) 4,835,981
11,062,500 2,625,000
16 (C) 2,580,000 (8,165,000)
(46,737,798) (704,019)
439,351,171 450,212,718
6 (255,721,271) (241,449,941)
7 (169,144,411) (179,362,226)
12 - (4,599.,614)
8 7,656,951 3,410,213
(417,208,731) (422,001,568)
22,142,440 28,211,150
2,328,752 (1,131,432)
9 (19,852,201) (27,448,981)
4,618,991 (369,263)
10 (A) (16,323,856) (16,757,142)
10 (B) (29,048,638) (27,750,914)
(40,753,503) (44,877,319)
(63,485,897) (48,548,341)
22,732,394 3,671,022
(40,753,503) (44,877,319)
11 (0.50) (0.38)

Chief Finance Officer

The accompanying notes from 1 to 37 form an integral part of these consolidated financial statements
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2021

2021 2020
Notes SR SR

NET LOSS FOR THE YEAR (40,753,503) (44,877,319)
OTHER COMPREHENSIVE INCOME:
Items can be reclassified to consolidated statement of
income
Subsidiary’s financial statements’ translation differences (74,303) 3,160,432
Items that will not be reclassified to consolidated
statement of income
Net unrealized gains on revaluation of equity instruments 16 (B)
at fair value through OCI 90,438,602 30,360,055
Gains from sale of equity instruments at fair value 16 (B)
through OCI - (7,953,054)
Effect of changes in assumptions used by the actuarial 16 (A)
expert (7,630,000) (5,881,385)
Group share of OCI of associate Company (884,898) (1,121,885)
TOTAL COMPREHENSIVE INCOME 81,849,401 18,564,163
NET COMPREHENSIVE INCOME / (LOSS) FOR
THE YEAR 41,095,898 (26,313,156)
ATTRIBUTABLE TO:
Shareholders of the Parent Company 21,528,436 (29,282,685)
Non-controlling interests 19,567,462 2,969,529

41,095,898 (26,313,156)

»
rman of Board of Directors haging Director Chief Finance Officer

&

The accompanying notes from 1 to 37 form an integral part of these consolidated financial statements
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company

(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDED 31 DECEMBER 2021

ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
Investment properties

Intangible assets

Right of use assets

Investments and financial assets
Deferred tax assets

TOTAL NON-CURRENT ASSETS
CURRENT ASSETS

Inventory

Trade receivables

Assets available for sale

Prepaid expenses and other assets
Due from related parties

Cash and cash equivalent
TOTAL CURENT ASSETS

TOTAL ASSETS

EQUITY AND LIABILITIES
EQUITY

Capital

Statutory reserve

Accumulated losses

Net gain / (loss) on re-valuation of equity instrument at

fair value through OCI

Subsidiary’s financial statements’ translation differences
TOTAL EQUITY ATTRIBUTABLE TO THE
SHAREHOLDERS OF PARENT COMPANY

Non-controlling interests
TOTAL EQUITY

NON-CURRENT LIABILITITIES

Istamic Murabaha financing contracts and long-term loans

Lease liability
Employee’s benefits liabilities
Deferred tax liabilities

TOTAL NON-CURRENT LIAIBILITIES

31 December 31 December
2021 2020
Notes SR SR
12 871,334,654 946,473,879
13 7,163,236 7,163,236
14 159,989,718 158,451,840
15 51,013,624 47,587,426
16 906,911,258 841,370,662
10 446,342 -
1,996,858,832 2,001,047,043
17 401,870,424 366,787,300
18 231,853,653 182,908,459
12 10,080,000 -
19 256,143,761 239,033,140
20 1,395,083 219,759
21 149,233,146 177,571,679
1,050,576,067 966,520,337
3,047,434,899 2,967,567,380
22 1,263,888,890 1,263,888,890
23 219,249,829 311,666,945
(40,135,864) (63,684,060)
16 (B) 39,261,341 (51,177,261)
(80,435,824) (80,394,578)
1,401,828,372 1,380,299,936
24 419,996,176 434,213,174
1,821,824,548 1,814,513,110
25 228,871,422 260,053,420
15 36,116,696 32,268,393
26 111,522,743 119,660,393
10 - 453,474
376,510,861 412,435,680

The accompanying notes from 1 to 37 form an integral part of these consolidated financial statements
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company

(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

31 December 31 December
2021 2020
Notes SR SR

CURRENT LIABILITIES

Trade payables and other accruals 27 301,397,244 305,507,848
Due to related parties 20 967,652 1,044,485
Short-term Islamic Murabaha financing 28 321,614,951 185,827,234
Islamic Murabaha financing contracts and long-term loans 25

- current portion 126,630,614 157,414,033
Lease liability — current portion 15 17,849,831 12,546,977
Dividends payable 12,943,614 13,756,771
Zakat and income tax 10 67,695,584 64,521,242
TOTAL CURRENT LIAIBILITEIS 849,099,490 740,618,590
TOTAL LIAIBILITIES 1,225,610,351 1,153,054,270
TOTAL EQUITY AND LIABILITIES 3,047,434,899 2,967,567,380

an of Board of Directors

Chief Finance Officer

The accompanying notes from 1 to 37 form an integral part of these consolidated financial statements
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company (A Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

For the vear ended 31 December 2021

Balance as at 1 January 2021

Net loss for the year

Transferred from statutory reserve to amortize
accumulated losses (Note 23)

Unrealized gain from equity instruments at fair
value through OCI

Other comprehensive income items

Total comprehensive loss

Dividend in a subsidiary company

Balance as at 31 December 2021

Equity attributable to shareholders of the Parent Company

Net gain / (loss)
on re-valuation Subsidiary’s
of equity financial Total equity
instrument at  statements’ attributable to Non-
Statutory  Accumulated fair value translation the parent  controlling
Capital reserve losses through OCI differences Company interests Total equity
SR SR SR - SR SR SR SR SR

1,263,888,890 311,666,945 (63,684,060) (51,177,261) (80,394,578) 1,380,299,936 434213,174 1,814,513,110

] - (634853897) - - (63485897) 22732394  (40,753,503)

(92,417,116) 92417116 . . . i i

- - - 90,438,602 - 90,438,602 - 90,438,602
- - (5,383,023) - (41,246) (5,424,269) (3,164,932) (8,589,201)
- (92,417,116) 23,548,196 90,438,602 (41,246) 21,528436 19,567,462 41,095,898
- - - - - - (33,734460)  (33,784,460)
1,263,888,890 219,249,829  (40,135,864) 39,261,341 (80435,824) 1401,828372 419,996,176  1,821,824,548

L ]

an of Board of Directors ahaging Director

Chief Finance Officer

The accompanying notes from 1 to 37 form an integral part of these consolidated financial statements.
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company (A Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2021

Equity attributable to shareholders of the Parent Company

Net gain /
(loss) on re-
valuation of  Subsidiary’s
equity financial Total equity
instrument at  statements’ attributable to Non-
Statutory  Accumulated fair value translation the parent controlling
For the vear ended 31 December 2020 Capital reserve losses through OCI  differences Company interests Total equity
SR SR SR SR SR SR SR SR
Balance as at 1 January 2020 1,263,888,890 311,666,945 (18,193,072) (73,584,262) (82,148,934) 1,401,629,567 445,226,218 1,846,855,785
Net loss for the year - - (48,548,341) - - (48,548,341) 3,671,022 (44,877,319)
Unrealized gain from equity instruments at
fair value through OCI - - - 30,360,055 - 30,360,055 - 30,360,055
Gains from sale of equity instruments through
OCI transferred to accumulated losses - - - (7,953,054) - (7,953,054) - (7,953,054)

Other comprehensive income items - - (4,895,701) - 1,754,356 (3,141,345) (701,493) (3,842,838)
Total comprehensive income for the year - - (53,444,042) 22,407,001 1,754,356  (29,282,685) 2,969,529 (26,313,156)
Gain from sale of equity instruments through

OCI transferred from net losses on

revaluation of equity instruments at fair

value through OCI - - 7,953,054 - - 7,953,054 - 7,953,054
Dividend in a subsidiary company - - - - - - (13,982,573)  (13,982,573)
Balance as at 31 December 2020 1,263,888,890 311,666,945 (63,684,060) (51,177,261) (80,394,578) 1,380,299.936 434,213,174 1,814,513,110

L
.
man of Board of Directors aging Director Chief Finance Officer

»

The accompanying notes from 1 to 37 form an integral part of these consolidated financial statements.
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company

(A Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2021

OPERATING ACTIVITIES
(loss) / income before zakat and income tax
Adjustments for:
Company’s share of net loss / (income) of associate company
loss / (gain) from valuation of investments in debt instruments
at fair value through profit or loss
Dividend income from investments and financial assets
Depreciation of right of use assets
Depreciation of property, plant and equipment
Amortization of intangible assets
Gains from sale of property, plant and equipment
Employee’s benefits liabilities
Provision for trade receivables
Provision for due from related party
Provision for inventory
Impairment of property, plant and equipment
Provisions no longer required
Finance charges related to lease liability
Finance charges of Murabaha and loans

Changes in operating assets and liabilities:

Change in trade receivables and other debit balances
Change in inventory

Change in trade payable and other accruals

Change in due to related parties

Other assets long / short term

Cash from operations

Debit interest paid for lease liability

Debit interest paid

Employee’s benefits liabilities

Zakat and income tax paid

Net cash (used in) / generated from operating activities

INVESTING ACTIVITIES

Proceeds from investments income and financial assets
Proceeds from sale of investments and financial assets
Purchase of property, plant and equipment and PUC
Proceeds from sale of property, plant and equipment
Purchase of intangible assets

Payments for addition of investments and financial assets.
Net cash used in investing activities

The accompanying notes from 1 to 37 form an integral part of these consolidated financial statements

2021 2020
Notes SR SR

4,618,991 (369,263)
16 60,380,298 (4,835,981)
16 (2,580,000) 8,165,000
(11,062,500) (2,625,000)
15 14,843,852 14,207,056
12 89,814,223 91,608,746
14 282,141 3,432,464
8 (3,915,124) (173,581)
26 8,840,700 11,134,107
18 3,315,728 853,085
20 - 47,198
17 692,343 6,410,865
12 - 4,599,614
2041817 (109,601) (3,102,298)
15 2,646,472 2,926,848
9 17,205,729 24,522,133
184,973 252 156,800,993
(69,370,951) 91,164,773
(35,775,801) 8,535,148
(5,533,203) 41,494,079
(1,142,556) 630,880
] 12,670,776
73,150,741 311,296,649
15 (2,646,472) (2,926,848)
9 (17,205,729) (25,641,679)
26 (23,485,983) (15,882,599)
10 (42,855,954) (38,154.901)
(13,043,397) 228,690,622
11,062,500 3,375,000
- 25,043,796
12 (28,362,960) (42,850,034)
7,517,083 445,807
14 (1,819,994) (369,194)
16 (33,787,190) -
(45,390,561) (14,354,625)
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company

(A Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

FOR THE YEAR ENDED 31 DECEMBER 2021

FINANCING ACTIVITIES

Net movement in Murabaha financing and short and long-term
loans

Share of non-controlling interest of dividend in a subsidiary
company

Lease liabilities payment

Dividends paid

Net cash generated from / (used in) financing activities

NET CHANGE IN CASH AND SEMI-CASH ITEMS

Effect of exchange difference from translation of cash and semi-
cash items

Cash and semi cash items at the beginning of the year

CASH AND CASH EQUIVALENT AT THE END OF THE
YEAR

MAJOR NON-CASH TRANSACTIONS:

Net unrealised gains from investment’s revaluation

Effect of exchange in a subsidiary’s financial statements’
translation differences

Transferred from property, plant and equipment to assets available
for sale

-[ 4
rman of Board of Directors

2021 2020
Notes SR SR
73822300  (148,674,890)
24
(33,784,460) (13,982,573)
15 (9,06194) (11,678,311)
(813,157) (41,687)
30,162,739 (174,377.461)
(28,271,219) 39,958,536
(67,314) 3,084,132
21 177,571,679 134,529,011
21
149,233,146 177,571,679
16 90,438,602 30,360,055
(74,303) 3,160,432
12
10,080,000 -

Chief Finance Officer

The accompanying notes from 1 to 37 form an integral part of these consolidated financial statements

14



Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

1. COMPANY’S INFORMATION

Aseer for Trading, Tourism, Industry, Agriculture, Real estate and Contracting Company ("the
Company" or the “Parent Company”) was incorporated as a Saudi Joint Stock Company, in
accordance with the Regulations for Companies in the Kingdom of Saudi Arabia, according to
Royal Decree No. 78 dated 7 Dhul- Qadah 1395 H (corresponding to 11 November 1975). The
Company operates under Commercial Registration No. 5850000276 issued in Abha on 15 Muharam
1397 H, (corresponding to 5 January 1977).

The Company is also listed in the Capital Market Authority in Kingdom of Saudi Arabia. The Parent
Company is 53.18% owned by a major shareholder (Dala Al Baraka Holding Company) and 46.82%
by other shareholders.

The Company is engaged in importing, exporting, trading agencies, establishing and investing in
businesses and touristic, agricultural, commercial and industrial projects, including packaging,
water bottling, real estate, acquisition and plotting of lands, contracting and any related activity, to
operate jointly with other entities and companies engaged in similar activities, or merging into such
entities or companies and forming subsidiaries alone or jointly with others. The company’s
subsidiaries are engaged in several activities such as manufacturing dairy, juice and dairy products,
as well as manufacturing, packaging, wholesale and retail trading in food products, manufacturing
textiles, manufacturing traffic signal lights and control devices, and manufacturing cardboards and
its derivatives.

The registered office of the Company is CMC tower, Almalqa District, King Fahad road, Riyadh,
Kingdome of Saudi Arabia.

2. BASIS OF PREPARATION AND SUMMEERY OF SIGNIFICANT ACCOUNTING
POLICIES

2.1 BASIS OF PREPARATION

These consolidated financial have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) that are endorsed in the Kingdom of Saudi Arabia and other standards
and pronouncements that are endorsed by the Saudi Organization for Auditors and Accountants.

2.2 BASIS OF MEASUREMENT

These consolidated financial statements have been prepared on a historical cost convention, except
for financial instruments that have been measured at fair value. For employees’ defined benefit
liabilities, actuarial present value calculations are used.

2.3 FUNCTIONAL AND PRESENTATION CURRENCY

These consolidated financial statements are presented in Saudi Arabian Riyals (SR), which is the
functional and presentation currency of the Group, except when otherwise indicated.
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

2.4 BASIS OF CONSOLIDATION

The consolidated financial statements include the financial statements of the Company and its
subsidiaries (“the Group”) as at 31 December 2021, Control is achieved when the Group owns, or
has rights, to variable returns from its involvement with the investee and has ability to affect those
returns through its power over the investee. Specifically, the Group controls an investee if, and only
if, the Group has:

e Power over the investee (i.e., existing rights that give the Group the current ability to direct the
relevant activities of the investee)

e Right, or rights, to variable returns from its involvement with the investee

¢ The ability to use its power over the investee to affect its returns

Generally, there is a presumption that majority of voting rights results in control. To support this
presumption and when the Group has less than a majority of the voting or similar rights of an
investee, the Group considers all relevant facts and circumstances in assessing whether it has power
over an investee, including

e The contractual arrangement(s) with the other vote holders of the investee
e Rights arising from other contractual arrangements
e The Group’s voting rights and potential voting rights

The Group re-assesses whether it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control. Consolidation of a subsidiary begins
when the Group obtains control over the subsidiary and ceases when the Group loses control of the
subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during
the year are included in the consolidated financial statements from the date the Group gains control
until the date the Group ceases to control the subsidiary.

Income and each component of other comprehensive income (OCI) are allocated to shareholders of
the Parent Company of the Group and to the non-controlling interests, even if this results in the
non-controlling interests having a deficit balance. When necessary, adjustments are made to the
financial statements of subsidiaries, when there are significant differences between the Group and
subsidiary, to bring their accounting policies into line with the Group’s accounting policies. All
intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

Any change in shares of a subsidiary, does not result in loss of control, is treated within equity.

If the Group loses control over a subsidiary, it derecognizes the assets (including goodwill) and
liabilities and any components of equity related to the subsidiary. It also recognizes any profit or
loss resulting from loss of control in the consolidated statement of income and recognizes any
investment share retained at fair value.

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted for the preparation of these consolidated financial
statements are as follows:
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

A) Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition
is measured as the aggregate of the consideration transferred, which is measured at the acquisition
date fair value and the amount of any non-controlling interest in the acquiree. For each business
combination, the Company elects whether to measure the non-controlling interest in the acquiree at
fair value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition-related
costs are expensed as incurred and included in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
derivatives embedded in the contracts entered from the aquiree. Goodwill is initially measured at
cost (being the excess of the aggregate of the consideration transferred and the amount recognized
for non-controlling interests and any interest held, over the net identifiable assets acquired and
liabilities assumed). If the fair value of the net assets acquired is in-excess of aggregate
consideration transferred, the Group re-assesses whether it has correctly identified all assets
acquired and all of the liabilities assumed and reviews the procedures used to measure the amounts
to be recognized at the acquisition date. If the reassessment still results in an excess of the fair value
of net assets acquired over the aggregate consideration transferred, then the gain is recognized in
the consolidated statement of income.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For
the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash-generating units that are expected to benefit
from the combination, irrespective of whether other assets or liabilities of the acquiree are assigned
to those units.

Where goodwill has been allocated to a cash-generating unit (CGU) and part of the operation within
that unit is disposed of, the goodwill associated with the disposed operation is included in the
carrying amount of the operation when determining the gain or loss on disposal of the operation.
Goodwill disposed in these circumstances is measured based on the relative values of the disposed
operation and the portion of the cash- generating unit retained.

B) Investments and financial assets
1)  Investments in associates

Investment of the Parent Company in associates is accounted for using the equity method of
accounting. An associate is an entity in which the Parent Company has significant influence.
Significant influence is the power to participate in the financial and operating policy decisions of
the investee but is not control or joint control over those policies.

Under the equity method, the investment in an associate is recognized at cost in the consolidated
statement of financial position plus changes in the Parent Company’s share of net assets of the
associate since the acquisition date. Goodwill relating to the associate is included in the carrying
amount of the investment and is not tested for impairment separately.

The consolidated statement of income reflects the Parent Company’s share of the results of
operations of the associate. In addition, when there has been a change recognized directly in the
equity of the associate, the Parent Company recognises its share of any changes, when applicable,
in the consolidated statement of other comprehensive income. Unrealised gains and losses resulting
from transactions between the Group and the associate are eliminated to the extent of the interest
in the associate.
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

The financial statements of the associate are prepared for the same reporting period as the Parent
Company. When necessary, adjustments are made to bring the accounting policies in line with those
of the Parent Company.

After application of the equity method, the Parent Company determines whether it is necessary to
recognise an impairment loss on its investment in its associate. At each date of consolidated
statement of financial position, the Parent Company determines whether there is objective evidence
that the investment in the associate is impaired. If there is such evidence, the Parent Company
calculates the amount of impairment as the difference between the recoverable amount of the
associate and its carrying value, and then recognises the loss as ‘Share of results of an associate’ in
the consolidated statement of income.

Upon loss of significant influence over the associate, the Group measures and recognises any
retained investment at its fair value. Any difference between the carrying amount of the associate
upon loss of significant influence and the fair value of the retained investment and proceeds from
disposal is recognized in the consolidated statement of income.

2) Equity instruments at fair value through other comprehensive income
Unquoted shares and interests

Fair value is determined based on the market value when there is an open market, in the absence of
an open market, fair value is determined based on the market value of a similar investment or on
the basis of predicted discounted cash flows and other related factors.

Changes in fair value are credited / charged to the consolidated statement of other comprehensive
income. Where there is objective evidence that investments may be impaired, the fair value of the
investment is determined. The impairment loss is recognized in the consolidated statement of other
comprehensive income. In assessing impairment, the expected future cash flows and other factors
are taken into consideration. Where partial holdings are sold, the related carrying value of such
investments are accounted for on a weighted average basis.

3) Debt instruments at fair value through profit or loss
Investments in Funds

The fair value is determined based on the market value when there is an open market, and in the
absence of an open market, the fair value is determined on the basis of the market value of the fund
units or on the basis of the expected discounted cash flows and other related factors.

Changes in fair value are recorded / charged to the consolidated statement of income.
4) Investment properties
Investments held to realize rental revenue or capital returns as investments properties.

Investment properties are recorded at cost and are stated at cost less accumulated depreciation and
any impairment in value. The lands owned are not depreciated. The cost of other property is
depreciated on a straight-line basis over the estimated useful lives of the assets.

The carrying values of investment in property are reviewed for impairment when events or changes
in circumstances indicate the carrying value may not be recoverable. If any such indication exists
and where the carrying values exceed the estimated recoverable amount, the assets are written down
to their recoverable amount, being the higher of their fair value less costs to sell and their value in
use.

Expenditure for repair and maintenance are charged to the consolidated statement of income as
incurred. Improvements that increase the value or materially extend the life of the related assets are
capitalised.
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

C) Current versus non-current classification

The Group presents assets and liabilities in the consolidated statement of financial position based
on current / non-current classification. An asset is current when it is:

e Expected to be realised or intended to be sold or consumed in the normal operating cycle of the
Group

e Held primarily for the purpose of trading

e Expected to be realised within twelve months after the date of the consolidated financial
position, or

e (Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for
at least twelve months after the date of the consolidated financial position.

All other assets are classified as non-current.
A liability is current when:

e Jtis expected to be settled in the normal operating cycle of the Group

e [tis held primarily for the purpose of trading

e Jtis due to be settled within twelve months after the date of the consolidated financial position,
or

e There is no unconditional right to defer the settlement of the liability for at least twelve months
after the date of the consolidated financial position.

The Group classifies all other liabilities as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.
D) Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the liability
takes place either:

¢ In the principal market for the asset or liability, or
¢ In the absence of a principal market, in the most advantageous market for the asset or liability.

The most advantageous market to which the Group has access at that date.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, with the assumption that market participants act in
their economic best interest.

A fair value measurement of a non-financial asset takes into an account a market participant's ability
to generate economic benefits from the asset’s highest and best use or by selling it to another market
participant that would utilise the asset in its highest and best use.

The Group uses evaluation techniques in line with circumstances and conditions and available data
to measure fair value and maximise the observable inputs and minimise the non-observable date to
a large extent.
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy. This is described, as follows, based on the lowest level
input that is significant to the fair value measurement as a whole:

e Level 1 — Quoted market prices in active markets for identical assets or liabilities

e Level 2 — Inputs rather than quoted market prices that are significant to the fair value
measurement is directly or indirectly observable

e Level 3 — Inputs that are significant to the fair value measurement is unobservable

For assets and liabilities that are recognized in the financial statements at fair value on a recurring
basis, the Group determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorisation (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

E) Revenue from contracts with customers

Revenues from contracts with customers are achieved when the control over goods or services is
transferred to the customer with a consideration reflects the amount which the Group expects to
obtain against such goods or services.

The following considerations are to be achieved before recognition of revenues:
(I) Sale of goods

Income from sale of goods should be recognized when control of the asset is transferred to the
customer, generally on delivery of the finished goods.

The Group takes into account the extent of availability of other promises in the contract that
represent an independent performance obligation allocated with part of the transaction price (i.e.,
guarantees, quantity discount). In the process of determination of transaction price for the sale of
goods, the Group takes into consideration the effect of variable price, the availability of significant
finance elements, non-cash consideration and consideration payable to the customer (if any).

Variable consideration

If the price in the contract includes a variable consideration, the Group then estimates the amount
of consideration that the Group will deserve against the transfer of goods to the customer. The
variable price is estimated at contract inception and constrained until the associated uncertainty is
subsequently resolved and continues constrained until it becomes strongly probable to recognize a
significant revenue in the recognized accumulated amount of the revenue. Certain contracts to sell
goods give customer the right to return and right to obtain quantity discount. Both right of return
and quantity discount may lead to the increase of variable consideration.

Rights of return

When a contract provides a customer with a right to return the goods within a specified period, the
Group uses the expected value method to estimate the goods that will be returned because this
method best predicts the amount of variable consideration to which the Group will be entitled. The
Group applies the requirements in IFRS 15 on constraining estimates of variable consideration to
determine the amount of variable consideration that can be included in the transaction price. For the
goods expected to be returned, instead of obtaining revenues from, the Group recognizes a return
obligation and a right to return asset is recognized (with corresponding adjustment on the sales cost)
under products with customer’s right to return.
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

Trade discount

The Group offers discount on quantities with prospective effect to certain customers in case the
purchased quantity of products during the period exceeds the specified limit in the contract. The
discounts are offset against amount payable to the customer. To determine the variable
consideration of the future expected discounts, the Group applies the most probable amount for the
contracts with one limit for quantity discount and the expected value method for the contracts of
more than one limit to obtain discounts on quantities. The number of limits of trade discount in the
contract primarily determine the best method which predicts best variable consideration. Then the
Group applies the requirements of constrained estimates on the variable consideration and
recognizes a liability against the future expected discount returns on quantities.

Income from dividends

Revenue is recognized when the Group’s right to receive the payment is established, which is
generally when shareholders approve the dividend.

Finance revenues

Income from Murabaha deals (commission) and financial assets associated with commission is
recognized by using the effective return rate which is the rate that decreases the expected future
cash payments or proceeds throughout the shorter of assumed life of the financial instruments or
less period as required against the net carrying amount of the financial asset or liability.

F) Expenses

All expenses including operating expenses, general and administrative expenses, and other expenses
are recognized and stated at the consolidated statement of income in the year in which such expenses
are realized.

Selling and distribution expenses are those expenses related to salesmen distribution other related
contingent expenses. All other expenses are classified as general and administration expenses.

G) Zakat and taxes
Zakat

Zakat for the Parent Company and subsidiaries is provided for in accordance with the Regulations
of the General Authority of Zakat and Tax (GAZT) in the Kingdom of Saudi Arabia. The provision
is charged to the consolidated statement of income. Additional amounts, if any, that may become
due on finalization of an assessment are accounted for in the year in which assessment is finalized.

Current income tax

Current income tax assets and liabilities and previous periods are measured at the amount expected
to be recovered from or Income tax assets and liabilities for the current and previous periods are
measured at the amount expected to be recovered from or paid to the taxation authorities. The tax
rates and tax laws used to compute the amount are those that are enacted at the date of the statement
of financial position.

Current income tax relating to items recognized directly in equity is recognized in equity and not in
the consolidated statement of income. Management periodically evaluates positions taken in the tax
returns with respect to situations in which applicable tax regulations are subject to interpretation
and establishes provisions where appropriate.
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at the
date of preparing the consolidated financial position.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

¢  When the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting income nor taxable income.

e In respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint arrangements, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse
in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, the carry forward of
unused tax credits and any unused tax losses. Deferred tax assets are recognized to the extent that
it is probable that taxable income will be available against which the deductible temporary
differences, and the carry forward of unused tax credits and unused tax losses can be utilised,
except:

® When the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting income nor taxable income

® In respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint arrangements, deferred tax assets are recognized only to the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utilised

The carrying amount of deferred tax assets is reviewed at each date of the financial position and
reduced to the extent that it is no longer probable that sufficient taxable income will be available
to allow all or part of the deferred tax asset to be utilised.

Unrecognized deferred tax assets are re-assessed at each date of financial position and are
recognized to the extent that it has become probable that future taxable income will allow the
deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
period when the asset is realized or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the date of the consolidated financial position.

Deferred and current tax is recognized as revenue or expense in the consolidated income. Deferred
tax items are recognized in correlation to the underlying transaction either in OCI or directly in
partners’ equity.

Deferred tax relating to items recognized outside profit or loss is recognized outside consolidated
statement of income. Deferred tax items are recognized in correlation to the underlying transaction
either in OCI or directly in equity.

2



Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

Deferred tax assets and deferred tax liabilities are offset if and only if it has a legally enforceable
right to set off current tax assets and current tax liabilities and the deferred tax assets and deferred
tax liabilities relate to income taxes levied by the same taxation authority for the same taxable
entity before the same tax Authority.

Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate
recognition at that date, are recognized subsequently if new information about facts and
circumstances change. The adjustment is either treated as a reduction in goodwill (as long as not
exceeding goodwill) if it was incurred during the measurement period or recognized in
consolidated profit or loss.

Sale Taxes

Revenue, expenses and assets are recognized at net value (net of sales taxes) except in the
following cases:

e If sales taxes accrued on the acquisition of assets or services not refunded from Tax Authority,
in this case, sales taxes are recognized as a part of the asset purchase or a part of expense
items based on the case itself.

¢ Including accounts receivable and payable in taxes on sales.

Net taxes on sales which can be refunded or paid to Tax Authority - is accredited to accounts
receivable or payable in the statement of financial position.

H) Foreign currencies

Transactions in foreign currencies are initially recorded by the Group’s entities at their respective
functional currency prevailing rate at the date the transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional
currency spot rate of exchange ruling at the date of preparing consolidated statement of financial
position.

1) Transactions and balances

Differences arising on settlement or translation of monetary items are recognized in the
consolidated statement of income, except for the monetary items that are designated as part of the
hedge of the Group’s net investments of the foreign subsidiary. These are stated in the consolidated
statement of comprehensive income until the net investment is disposed of. Then, they are
recognized in the consolidated statement of income. Tax charges and changes resulting from
exchange differences on those monetary items are also recorded in consolidated statement of
comprehensive income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates as at the dates of the major transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange rates at the date when the fair
value is determined. The gain or loss arising on re-translation of non-monetary items measured at
fair value are treated in line with the recognition of gain or loss on change in fair value in the item
(differences from translation of items which are recognized at change in fair value in the
consolidated statement of comprehensive income and consolidated statement are treated the same
way respectively).
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Aseer for Trading, Tourism, Industry, Agriculture, Real Estate and Contracting Company
(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

2) Group’s companies

On consolidation, the assets and liabilities of foreign operations are translated into Saudi Riyals
(SR) at the rate of exchange prevailing at the date of preparing the consolidated financial statements
and translation of the items in consolidated statement of income at exchange rates prevailing at the
dates of the transactions. The exchange differences arising on the translation are directly recognized
in consolidated statement of other comprehensive income. On disposal of a foreign subsidiary, the
OCI component relating to that particular foreign operation is recognized in the consolidated
statement of income.

Any goodwill arising on the acquisition of a foreign subsidiary and any fair value adjustments to
the fair value of assets and liabilities credited by carrying amount arising on the acquisition are
treated as assets and liabilities of the foreign subsidiary and translated at the closing rate at the date
of the consolidated financial statement.

I) Dividends

Cash or non-cash distributions to shareholders in the Parent Company are recognized as liabilities
when the distribution is authorized. As per the Regulations for Companies in KSA, a distribution is
authorized when it is approved by the shareholders. The directly distributed amount is deducted
from shareholders’ equity and recognized as a liability. Board of directors has the right to recognize
interim dividends, provided that dividends will be approved by the next general assembly.

Non-cash distributions, if any, are measured at the fair value of the assets to be distributed with fair
value re-measurement recognized directly in equity.

Upon the distribution of non-cash assets, any difference between the carrying amount of the liability
and the carrying amount of the assets distributed is recognized in the consolidated statement of
income.

J) Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any impairment
in value. Property, plant and equipment are stated at cost, net of accumulated depreciation and
accumulated impairment losses, if any. Such cost includes the cost of replaced parts of the property,
plant and equipment and borrowing costs for long-term construction projects if the recognition
criteria are met. When significant parts of property, plant and equipment are required to be replaced
at intervals, the Group recognises such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a comprehensive inspection is performed, its cost is
recognized in the carrying amount as a replacement if the recognition criteria are satisfied. All other
repair and maintenance costs are recognized in consolidated statement of income as incurred.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as
follows:

Buildings 10-33 years
Plant and equipment 10-16 years
Furniture and fixtures 4-10 years
Computers and software ~ 4-10 years
Motor vehicle 4-8 years

Leasehold improvements ~ 7-10 years

24
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(a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2021

Property, plant and equipment are derecognized upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the
assets) is included in the consolidated statement of income when the asset is derecognised.

The residual values, useful lives and methods of depreciation of property, plant and equipment are
reviewed at each financial year end and adjusted prospectively, if appropriate.

K) Capital Work in Progress

Capital work in progress represent all costs directly or indirectly attributable to projects in progress
and are capitalized as property, plant and equipment when such projects are completed. Work in
progress is not depreciated.

L) Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Group recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.

1)  Right-of-use assets

The Group recognizes a right-of-use asset from a lease contract at the commencement date of the
lease (which is the date that the underlying asset is made available for use). Right-of-use assets are
measured at cost less any accumulated depreciation and impairment losses and adjusted for any re-
measurement of the lease liability. The cost of the right-of-use asset includes the amount of lease
liability recognized, any initial direct costs incurred and lease payments made at or before the
commencement date less any lease incentives received. The Group also considers possible asset
retirement obligations in the cost of the right-of-use asset. Right-of-use assets are subject to
impairment testing in future periods.

If ownership of the leased asset transfers to the Group at the end of the lease term or the cost reflects
the exercise of a purchase option, depreciation is calculated using the estimated useful life of the
asset. The right-of-use assets are also subject to impairment. Please refer to accounting policies
under “Impairment of non-financial assets”.

2) Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any lease incentives receivable, variable
lease payments that depend on an index or a rate, and amounts expected to be paid under residual
value guarantees. The lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payments of penalties for terminating a lease,
if the lease term reflects the Group exercising the option to terminate. The variable lease payments
that do not depend on an index or a rate are recognised as expense in the period on which the event
or condition that triggers the payment occurs.
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In calculating the present value of lease payments, the Group uses its incremental borrowing rate at
the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date of the lease, the lease liabilities are increased to reflect
the interest and decrease the amount when leases payments occur. In addition, the carrying amount
of lease liabilities are re-measured if there is an adjustment or change in the lease term or payments
(any change in future payments resultant from change in index or rate used to determine such
payments) or change in assessment of purchase option of underlying asset.

3) Short-term leases and leases of low-value assets

Short-term leases are leases with a lease term of 12 months or less. Low value assets are items that
do not meet the Group’s capitalisation threshold and considered to be insignificant for the
consolidated statement of financial position for the Group as a whole. Payments for short-term
leases and leases of low value assets are recognised on a straight-line basis in the consolidated
statement of income.

M) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period to get ready for its intended use or sale are capitalized as part
of the cost of specific assets. Borrowing costs are credited to the consolidated statement of income.
Borrowing costs represent commission costs and other costs incurred by the entity in related with
the borrowing funds.

N) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired as result of business combination is considered the fair value at the
acquisition date. Following initial recognition, intangible assets are carried at cost less any
accumulated amortisation and accumulated impairment losses. Intangible assets generated inside
the entity (except for the capitalised development costs) are not capitalised and stated in the
consolidated statement of income for the year in which it occurred.

The useful lives of intangible assets are assessed as either finite or indefinite. Intangible assets with
finite lives are amortised over the useful economic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired. The amortisation period and the
amortisation method for an intangible asset with a finite useful life are reviewed at least at the end
of each reporting period. Changes in the expected useful life or the expected pattern of consumption
of future economic benefits embodied in the asset are considered to modify the amortisation period
or method, as appropriate, and are treated as changes in accounting estimates. The amortisation
expense on intangible assets with finite lives is recognized in the consolidated statement of income
under expenses in line with the function of the intangible asset.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment
annually, either individually or at the cash-generating unit level. The assessment of indefinite life
is reviewed annually to determine whether the indefinite life continues to be supportable. If not, the
change in useful life from indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference

between the net disposal proceeds and the carrying amount of the asset and are recognized in the
consolidated statement of income when the asset is derecognised.
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O) Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

1) Financial Assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost,
fair value through other comprehensive income (OCI), and fair value through consolidated profit
or loss.

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Group’s business model for managing them. With the
exception of trade receivables that do not contain a significant financing component or for which
the Group has applied the practical expedient, the Group initially measures a financial asset at its
fair value plus, in the case of a financial asset not at fair value through profit or loss, transaction
costs. Trade receivables that do not contain a significant financing component or for which the
Group has applied the practical expedient are measured at the transaction price determined under
IFRS 15. Please refer to the accounting policies under item E “Revenues from contracts with
customers”.

In order for a financial asset of any debt instrument to be classified and measured at amortised cost
or fair value through OCI, it needs to give rise to cash flows that are ‘solely payments of principal
and interest (SPPI)’ on the principal amount outstanding. This assessment is referred to as the SPPI
test and is performed at an instrument level. Financial assets with cash flows which are not within
SPPI are classified and measured at fair value through the consolidated comprehensive income
statement regardless of the business model.

The Group’s business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets, or both. Financial assets
classified and measured at amortized cost are maintained through the other comprehensive income
within the business model for the purpose of holding the financial assets to collect contractual cash
flows from and sale.

Purchases or sales of financial assets that require delivery of assets within a time frame established
by regulation or convention in the market place (regular way trades) are recognised on the trade
date, i.e., the date that the Group commits to purchase or sell the asset.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in the following categories:

¢ Financial assets at amortised cost (debt instruments)

¢ Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt
instruments)

¢ Financial assets designated at fair value through OCI with no recycling of cumulative gains and
losses upon de-recognition (equity instruments)

¢ Financial assets at fair value through profit or loss.
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Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest rate (EIR)
method and are subject to impairment. Gains and losses are recognised in consolidated statement
of comprehensive income when the asset is derecognised, modified or impaired.

The Group’s financial assets at amortised cost includes trade receivables and other receivables.
Financial assets at fair value through OCI (debt instruments)

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and
impairment losses or reversals are recognised in the consolidated statement of comprehensive
income and computed in the same manner as for financial assets measured at amortised cost. The
remaining fair value changes are recognised in OCI. Upon de-recognition, the cumulative fair value
change recognised in OCI is recycled to consolidated statement of comprehensive income.

Financial assets designated at fair value through OCI (equity instruments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity
instruments designated at fair value through OCI when they meet the definition of equity under IAS
32 Financial Instruments: Presentation and are not held for trading. The classification is determined
on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to consolidated statement of
comprehensive income. Dividends are recognised as other income in the consolidated statement of
profit or loss when the right of payment has been established, except when the Group benefits from
such proceeds as a recovery of part of the cost of the financial asset, in which case, such gains are
recorded in OCI. Equity instruments designated at fair value through OCI are not subject to
impairment assessment. Currently, the Group does not have any equity instrument designated at
fair value through OCI.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried our and net changes in the fair value
is recognized profit or loss.

Dividends from investments in listed stocks are recognized as other income in the consolidated
statement of comprehensive income when the right to pay is established.

Derecognition

A financial asset (a part of a financial asset or part of a group of similar financial assets) is primarily
derecognized when:

e The rights to receive cash flows from the asset have expired, or

e The Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through’ arrangement; and either (a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred control of the asset.
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When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, when it has neither transferred nor retained substantially all of the risks
and rewards of the asset, nor transferred control of the asset, the Group continues to recognise the
asset to the extent of its continuing involvement. In that case, the Group also recognises an
associated liability. The associated liability and transferred asset are measured on a basis that
reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration
that the Group could be required to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (ECLs) for all debt instruments not
held at fair value through the consolidated statement of comprehensive income. The ELCs are based
on the difference between the contractual cash flows payable in accordance with the contract and
all the cash flows that the Group expects to receive, discounted by approximately the original EIR.
The cash flows include the expected cash flows from sale of collaterals held or other credit
enhancements which are considered an integral part of the contractual conditions.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12-months (a 12-month ECL). For those credit
exposures for which there has been a significant increase in credit risk since initial recognition, a
loss allowance is required for credit losses expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).

For trade receivables and other receivables, the Group applies a simplified approach in calculating
ECLs. Therefore, the Group does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The Group has established a provision
matrix that is based on its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

For debt instruments at fair value through OCI, the Group applies a simplified approach for low
credit risks. As at the reporting date, the Group assessed whether the debt instruments include low
credit risks by using all reasonable and supporting information available with no additional cost or
effort. When the Group assess, the Group re-assess the internal credit classification of the debt
instruments. In addition, the Group considers that there is a significant increase in the credit risks
when the contractual payments due for more than 30 days as of its maturity date.

The Group considers a financial asset in default when contractual payments are 90 days past due.
However, in certain cases, the Group may also consider a financial asset to be in default when
internal or external information indicates that the Group is unlikely to receive the outstanding
contractual amounts in full before taking into account any credit enhancements held by the Group.
A financial asset is written off when there is no reasonable expectation of recovering the contractual
cash flows.
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2)  Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through
the consolidated statement of comprehensive income, as loans, borrowings, payables, derivatives
designated as effective hedging instruments, as appropriate. All financial liabilities are recognised
initially at fair value and, in the case of loans, borrowings and payables, net of directly attributable
transaction costs. The Group’s financial liabilities include trade payables, accruals, Islamic
Murabaha contracts; including overdraft facilities and derivatives.

Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below.
Financial liabilities at fair value through the consolidated statement of comprehensive income
include financial liabilities held for trading and financial liabilities designated upon initial
recognition as at fair value through the consolidated statement of comprehensive income.

Financial liabilities are classified as held for trading if they are incurred for the purpose of
repurchasing in the near term. This category also includes derivative financial instruments entered
into by the Group that are not designated as hedging instruments in hedge relationships as defined
by IFRS 9. Separated embedded derivatives are also classified as held for trading unless they are
designated as effective hedging instruments.

Gains or losses on liabilities held for trading are recognised in the consolidated statement of
comprehensive income. The financial liabilities designated upon initial recognition as at fair value
through the consolidated statement of comprehensive income if and only if they satisfy the
requirements of IFRS 9.

Financial liabilities at amortized cost (loans and borrowings)

The is the most relevant category to the Group. After initial recognition, commission-bearing loans
and borrowings are subsequently measured at amortised cost using the EIR method. Gains and
losses are recognized in the consolidated statement of comprehensive income liabilities are de-
recognized as well as through amortization process using EIR. The amortised cost is calculated by
taking into account any discount or premium on acquisition and fees or costs that are an integral
part of the EIR. The EIR amortization is included in finance costs in the consolidated statement of
comprehensive income.

Derecognition

Financial liabilities are derecognized when the obligation under the liability is discharged or
cancelled or expires. When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such replacement or modification is treated as the derecognition of the original liabilities
and the recognition of new liabilities. The difference in the respective carrying amount is recognized
in the consolidated statement of income.
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3) Offsetting of financial instruments

Financial assets and liabilities are offset with the net amount represented in the consolidated
statement of financial position only, if there is a legal right to offset the recognized amounts, and
there is an intention to settle on a net basis, to realize the assets and settle the liabilities
simultaneously.

P) Inventories

Inventories are valued at the lower of cost and net realisable value. The cost of inventories is
determined as follows:

Raw materials and spare parts Purchase cost on weighted average basis
Work in progress and finished goods Cost of direct materials, labor and a proportion of
overheads based on the normal activity.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary to make the sale.

Q) Impairment of non-financial assets

The Group assesses, at each date of preparing consolidated financial statements, 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 Group estimates the asset’s recoverable amount. An asset’s
recoverable amount is the higher of an asset or CGU’s fair value less costs of selling the asset or its
value in use. The recoverable amount is determined for an individual asset, unless the asset does
not generate future cash inflows that are largely independent of those from other assets or Groups
of assets. When the carrying amount of an asset exceeds its recoverable amount, the asset is written
down to its recoverable amount as it impaired. In determining value in use, the estimated future
cash flows are discounted to their present value using a pre-zakat / tax 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 selling, similar market transactions are taken into account- if
available or 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 Group bases its impairment calculation on detailed budgets and forecast calculations, which
are prepared separately for each of the Group’s CGUs to which the individual assets are allocated.
These budgets and forecast calculations generally cover a period of five years.

To cover longer periods, a long-term growth rate is calculated and applied to project future cash
flows after the fifth year.

Impairment losses of continuing operations including inventories are recognized in the consolidated
statement of income in expense category consistent with the function of the impaired assets.
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For all assets, excluding goodwill, an assessment is made at the date of each statement of
consolidated financial position to determine whether there is an indication that previously
recognized impairment losses no longer exist or have decreased. If such indication exists, the Group
estimates the asset 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
amount 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 consolidated statement of comprehensive
income.

A previously recognized impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount 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