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ndependent Auditors Repart

To the Shareholders of Al Moammar Information Systems Company (A Saudi Joint Stock
Company)

We have audited the consolidated financial statements of Al Moammar Information Systems Company (“the
Company”) (and its subsidiaries) (“the Group”), which comprise the consolidated statement of financial
position as at 31 December 2022, the consolidated statements of profit or loss and other comprehensive
income, changes in equity and cash flows for the year then ended, and notes to the consolidated financial
statements, comprising significant accounting policies and other explanatory information.

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 2022, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRS) that are endorsed in the Kingdom of Saudi Arabia and other standards
and pronouncements issued by the Saudi Organization for Chartered and Professional Accountants
(SOCPA).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing that are endorsed in the
Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the International Code of Ethics for Professional Accountants
(including International Independence Standards), that is endorsed in the Kingdom of Saudi Arabia, that are
relevant to our audit of the consolidated financial statements, and we have fulfilled our other ethical
responsibilities in accordance with the Code’s 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 judgement, were of most significance in our
audit of the consolidated financial statements of the current period. 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.

KPMG professional Services, a professional closed joint stock company registered in the Kingdom of Saudi Arabia. With the paid-up capital of (40,000,000) SAR. (Previously known as “KPMG
Al Fozan & Partners Certified Public Accountants”) A non-partner member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a
private English company limited by guarantee. All rights reserved
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To the Shareholders of Al Moammar Information Systems Company (A Saudi Joint Stock

Company) (Continued)

Key audit matter: Revenue recognition

See Note 24 to the consolidated financial statements.

The key audit matter

How the matter was addressed in our audit

The Group’s contracts with customers include
contracts with multiple products and services. The
Group’s revenue includes revenue from sale of
hardware, licensing of software products,
maintenance and consulting, value-added and other
services amounted to SR 789.6 million for the year
ended 31 December 2022 (2021: SR 638.8 million).

As required under IFRS 15 - Revenue from Contracts
with Customers, management identifies customer
contracts relating to services provided, and for each
type of contract identified, management determines
the performance obligations that exist under the
contract and the transaction price which represents
revenue expected to be earned under the contract.
Revenue is then allocated to the performance
obligations under the contract using standalone
pricing after taking into account stand-alone sales,
observable data and market related data when
available.

Revenue is either recognised at a point in time or over
time depending on the assessment made in each
case against the requirements of IFRS 15.

Due to the variety of complex contractual
arrangements with the customers and vendors, risk of
management override and involvement of
management’s judgement in certain contracts
regarding (1) identifying distinct performance
obligations, (2) determining whether the Group is
acting as a principal or an agent, (3) determination of
transaction price and (4) determination of the
appropriate measurement and timing of recognition of
different elements of revenue, revenue recognition
was identified as a key audit matter.

Our audit procedures performed included, among

others, the following:

¢ Assessed the design and implementation of
relevant controls in relation to revenue
recognition;

* Reviewed the revenue recognition policy applied
by the Group to ensure compliance with IFRS 15
requirements;

In relation to the criteria utilised by the management
to determine the appropriate level of revenue to be
recognised we have, on a sample basis:

¢ Assessed the performance obligations identified
to ensure consistency with the Terms and
Conditions in the underlying contract.

* Traced the transaction price to the underlying
contract executed with customer.

e Assessed if principal (gross) or agent (net)
treatment should be applied and compared this
to management’s conclusion to determine if this
was appropriate according to the criteria set out
within the standard.

¢ Assessed whether the transaction price
allocated to identified performance obligations is
in line with IFRS 15.

¢ Assessed the timing of revenue recognition at a
point in time or over period of time is as per the
requirements of IFRS 15.

¢ Obtained the schedule prepared by the
management detailing impact of assessment on
revenues and assessed the completeness
against reported revenue and assessed
accuracy of the schedule on a sample basis.
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To the Shareholders of Al Moammar Information Systems Company (A Saudi Joint Stock

Company) (Continued)

Key audit matter: Impairment of trade receivables and contract assets

See Notes 9 and 10 to the consolidated financial statements.

The key audit matter

How the matter was addressed in our audit

As at 31 December 2022, the Group’s gross trade
receivables balance was SR 525 million (2021: SR
412 million) with impairment allowances of SR 28.0
million (2021: SR 28.6 million)

As at 31 December 2022, the Group’s gross contract
assets balance was SR 663 million (2021: SR 581
million) with impairment allowances of SR 13.1
million (2021: SR 13.2 million).

The Group determines impairment of trade
receivables and contract assets under expected
credit loss model, where allowance for credit losses
is computed based on historical loss experience
adjusted to reflect current and estimated future
economic conditions. The Group considered current
and anticipated future economic conditions relating
to customers the Group deals with. It also
considered credit risk rating and other related
information for government and government -
controlled entities.

We identified allowance for credit losses as a key
audit matter because of the significant judgement
involved in calculating the expected credit
allowances. This required a high degree of auditor
judgement and an increased extent of effort when
performing audit procedures to evaluate the
reasonableness of management's estimate of the
expected credit allowances.

Our audit procedures performed included, among

others, the following:

¢ Obtained an understanding of management's
basis for the determination of allowance for
credit losses for trade receivables and contract
assets;

¢ We performed procedures over 1) the
methodology for the allowance for credit losses,
including consideration of the current and
estimated future economic conditions, 2)
computation of the allowance for credit losses,
and 3) completeness and accuracy of
information used in the estimation of probability
of default,

¢ We evaluated the incorporation of the applicable
assumptions into the estimate of expected credit
losses and tested the mathematical accuracy
and computation of the allowances by using the
same input data used by the Group.

* We evaluated the qualitative adjustment,
including assessing the basis for the
adjustments and the reasonableness of the
significant assumptions.

¢ Involved our specialist to review the
methodology used in the expected credit loss
model, including those used to calculate the
likelihood of default and the subsequent loss on
default. We also assessed the reasonableness
of forward-looking factors used by the Group by
corroborating with publicly available information.

e Assessed any specific provisions included by
management on long outstanding balances and
rationale for any unprovided balances.

e Assess proceeds received after year end as part
of recoverability assessment.

e Assessed the adequacy of the relevant
disclosures in the Group’s consolidated financial
statements.




KPMG
ndependent Audior's Report

To the Shareholders of Al Moammar Information Systems Company (A Saudi Joint Stock
Company) (Continued)

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 consolidated 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 consolidated 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 consolidated 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 consolidated 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 those 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 the consolidated financial statements
in accordance with IFRS that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by SOCPA, the applicable requirements of the Regulations for Companies and
Company’s By-laws 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 has no realistic alternative but to do so.

Those charged with governance, the Group’s Board of Directors, are 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 International Standards on Auditing that are endorsed in the Kingdom of
Saudi Arabia, will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated-financial statements.

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

o ldentify 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.
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To the Shareholders of Al Moammar Information Systems Company (A Saudi Joint Stock
Company) (Continued)

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

o 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.

o 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, then 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 madify 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 fair presentation.

o 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 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 of Al Moammar Information Systems Company (“the Company”) and its
subsidiaries (“the Group”).

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

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.

KPMG Professional Services
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AL MOAMMAR INFORMATION SYSTEMS COMPANY

(A Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2022

ASSETS

Non-current assets
Property and equipment
Intangible assets
Equity-accounted investees
Advance for investment
Contract assets

Total non-current assets

Current assets

Contract assets

Contract costs

Trade and other receivables
Prepayments and other assets
Inventory

Cash and cash equivalents
Total current assets
TOTAL ASSETS

SHAREHOLDERS’ EQUITY AND LIABILITIES

Shareholders’ equity
Share capital

Statutory reserve

Other reserves

Retained earnings

Total shareholders’ equity

Liabilities

Non-current liabilities
Employee benefits

Contract liabilities

Lease liabilities

Total non-current liabilities

Current liabilities
Loans and borrowings
Trade and other payables
Other liabilities

Contract liabilities

Zakat payable

Total current liabilities
Total liabilities

Total shareholders’ equity and liabilities

e e ——

Pl

Note

NN

84
8B
94

94
9B
10
11
12
13

14
15
16

18
19
20

21
22
23
19
29

31 December 31 December
2022 2021

SR SR
40,622,269 42,386,878
5,494,771 6,315,141
8,807,719 6,551,183
25,000,000 25,000,000
22,259,987 45,477,359
102,184,746 125,730,561
628,031,875 522,265,988
25,741,087 72,075,505
506,985,897 388,122,120
191,957,831 22,007,053
1,508,743 -
152,283,200 21,563,199
1,506,508,633 1,026,033,865
1,608,693,379 1,151,764,426
300,000,000 250,000,000
9,586,376 5,647,975
9,744,876 7,168,919
51,767,686 70,842,327
371,098,938 333,659,221
22,891,760 22,575,107
9,986,647 24,495,304
90,844 368,055
32,969,251 47,438,466
370,942,909 370,753,812
501,737,708 264,781,063
682,753 4,181,537
322,614,569 123,499,301
8,647,251 7,451,026
1,204,625,190 770,666,739
1,237,594,441 818,105,205
1,608,693,379 1,151,764,426

pdren®
Dr. Abdullah ﬁggamdi

Tbrahim Abdullah Al Karthik Ramaswamy Nagar
Moammar Subramanian
Vice Chal.r man, Board of Chicf Exccutive Ofticer Chief Financial Officer
Directors

The accompanying notes from 1 to 35 form an integral part of these consolidated financial statements.
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AL MOAMMAR INFORMATION SYSTEMS COMPANY
(A Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
For the year ended 31 December 2022

Revenue
Cost of sales

Gross profit

General and administration expenses
Selling and marketing expenses
Impairment loss on trade receivables and contract assets

Income from operations

Other income

Share of profit of equity-accounted investees
Gain on disposal of shares

Finance costs

Finance income

Income before Zakat

Zakat
Net income for the year

Other comprehensive profit
Item that will not be reclassified to profit or loss:

Remeasurements profit/(loss) on employees’ defined benefit
obligations
Other comprehensive profit/(loss)

Total comprehensive income for the year

Earnings per share:
Basic and diluted earnings per share

é:f_é

Pl

Ibrahim Abdullah Al Moammar

2022 2021
Note SR SR
24 789,621,989 638,823,828
25 (586,847,849) (472,108,683
202,774,140 166,715,145
26 (86,778,161)  (60,820,520)
27 (12,518,121) (10,159,776)
9,10 (1,700,000) (18,470,961)
101,777,858 77,263,888
3,010,136 3,583,405
84 6,115,191 1,903,716
84 15,238,980 -
28 (23,552,258) (18,911,999)
2,873,853 1,041,544
105,463,760 64,880,554
29 (9,600,000) (8,400,805)
95,863,760 56,479,749

18
2,575,957 (273,661)
2,575,957 (273,661)
98,439,717 56,206,088
30 3.20 1.88

Y N
Karthik Ramaswamy Nagar
Subramanian

Dr. Abdullah AlGhamdi

Vice Chairman, Board of
Directors

Chief Executive Officer

Chief Financial Officer

The accompanying notes from 1 to 35 form an integral part of consolidated financial statements.
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AL MOAMMAR INFORMATION SYSTEMS COMPANY
(A Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

Operating activities
Net income for the year

Adjustments for:

Depreciation of property and equipment
Amortization of intangible assets

Share of profit of equity-accounted investees
Impairment loss on trade receivables and contract assets, net
Impairment loss on contract costs

Employee benefits

Finance costs

Finance income

Gain on sale of property and equipment

Gain on disposal of equity-accounted investee shares
Zakat expense

Changes in working capital:

Contract assets

Contract costs

Trade and other receivables

Prepayments and other assets

Inventory

Trade and other payables

Other liabilities

Contract liabilities

Net cash generated from operations

Employee benefits paid

Zakat paid

Net cash generated from operating activities
Investing activities

Acquisition of property and equipment

Acquisition of intangible assets

Advance for investment

Proceeds from disposal of property and equipment
Dividend received from investee

Sale proceeds from disposal of equity accounted investee
Net cash generated from/(used in) investing activities
Financing activities

Proceeds from loans and borrowings

Repayment of loans and borrowings

Finance costs paid

Payment of lease liabilities

- Principle

- Interest

Dividends paid

Net cash used in financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and_cash equivalents at the end of the year
el E
)  —

~.
/E)rahim Abdullah Al Moammar

Dr. Abdullah AlGhamdi

31 December 31 December

2022 2021

Note SR SR
95,863,761 56,479,749

6 3,663,863 3,093,987
7 1,266,349 793,300
84 (6,115,191) (1,903,716)
94,10 1,700,000 18,470,961
9B - 14,568,541
18 7,003,011 6,207,422
28 23,552,258 18,911,999
(2,873,853) (1,041,544)

- (2,001)

84 (15,238,980) -
29 9,600,000 8,400,805
118,421,218 123,979,503
(82,408,050) (197,091,992)
46,334,418 24,171,145
(118,311,864) 115,868,678
(169,950,773) (2,865,383)
(1,508,743) -
236,975,216 21,412,366
(3,498,784) (2,955,039)
184,606,611 (23,818,799)
210,659,249 58,700,479

18 (4,110,401) (4,029,918)
29 (8,403,775) (9,263,996)
198,145,073 45,406,565

6 (1,899,254) (8,127,561)
7 (3,129,386) (5,018,751)
8B - (25,000,000)
- 2,000

1,732,500 271,875
17,365,135 -
14,068,995 (37,872,437)

21 905,673,031 787,537,111
21 (905,483,934)  (788,725,438)
(20,397,662)  (18,881,009)
(258,638) (269,887)

20 (26,864) (40,613)
31 (61,000,000) (47,000,000
(81,494,067)  (67.379,836)
130,720,001  (59,845,708)
21,563,199 81,408,907

13 152,283,200 21,563,199

7 SN Y

Nagar Subramanian

Vice Chairman, Board of Directors

Chief Executive Officer

Chief Financial Officer

The accompanying notes from 1 to 35 form an integral part of these consolidated financial statements.
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AL MOAMMAR INFORMATION SYSTEMS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

CORPORATE INFORMATION

Al Moammar Information Systems Company (the “Company”) is a Saudi Joint Stock Company
registered in Riyadh, Kingdom of Saudi Arabia (“KSA”) under Commercial registration number
1010063470 dated 10 Muharram 1407H (corresponding to 15 September 1986).

The registered office of the Company is located at following address:
Head Office and Central Region:

6330 Al Thumamah Rd - Al Sahafa Dist.

Unit No 1, 3296

Riyadh 13315, Kingdom of Saudi Arabia

The Company is registered in KSA with the following branches as at 31 December 2022:

Commercial registration number Commercial registration date Location
4030097824 8 Rabi Awal 1414H Jeddah
1010432047 12 Jumad Thani 1436H Riyadh
2051011413 17 Rabi Awal 1407H Al Khobar
4030288661 4 Rajab 1437H Jeddah

The Company is engaged in providing information technology solutions services which includes
operating systems, system analysis, software design and programming, software maintenance, web
design, setting up the primary structure for web hosting, data processing services and related
activities.

During 2021, the Group incorporated a wholly owned subsidiary “Excellence Medical Systems
Company” (A one person company) under Commercial registration number 1010707294 with a paid
up capital of SR 1,000,000. The primary business of this wholly owned subsidiary is to engage in
providing supplies and maintenance of medical devices, laboratory products, operate tele-care and
telemedicine centers and canteens or cafeterias in hospitals and storage of hazardous medical waste.

During December 2021, the Group incorporated a wholly owned subsidiary “Excellence Application
Solutions Company” (A one person company) under Commercial registration number 1010063470
with a paid up capital of SR 1,000,000. The primary business of this wholly owned subsidiary is to
engage with clients to nurture bold ideas and build innovative technology solutions by offering its
expertise derived from its employees with long experience in managing such businesses, technical
strength in the development of technologies and digital integration. The Company engages in
developing leading-edge platforms and products such as buy now pay later, marketplace and open
banking solution. The subsidiary has not commenced its operations as yet.

The consolidated financial statements include the financial information of the branches of the
Company and the above-mentioned subsidiaries (together refer to as “the Group”).

These consolidated financial statements were approved by the Board of Directors on 28 February
2023 (corresponding to 7 Sha’ban 1444H).

BASIS OF PRESENTATION

Statement of compliance

These consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRSs”) and its interpretations as issued by the International
Accounting Standards Board (“IASB”) that is endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements issued by Saudi Organization for Chartered and Professional
Accountants.

10



AL MOAMMAR INFORMATION SYSTEMS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

2.2

2.3

24

BASIS OF PRESENTATION (CONTINUED)

Basis of measurement

These consolidated financial statements have been prepared on a historical cost basis using the going
concern basis of assumption, except for measurement of employee benefits that are measured at
present value using projected unit credit method. The carrying amount of financial assets and
liabilities are a reasonable approximation of their fair values.

Functional and presentation currency
These consolidated financial statements are presented in Saudi Riyal (“SR”’) which is the functional
currency of the Group. The Group has used the Saudi Riyal (“SR”) as presentation currency.

Going concern

These consolidated financial statements have been prepared on a going concern basis. In assessing
the going concern assumption, the management has considered the current and expected operational
levels and available facilities to meet the requirements as they fall due. There have been some delays
in collections from the customers, however the risk of default is considered low, considering the
significant amount of receivables are from governmental customers and continue to be received.
Also, the Group continues to work with its suppliers to source equipment to meet its contractual
needs.

USE OF JUDGEMENTS AND ESTIMATES

In preparing these consolidated financial statements, management has made judgements and
estimates that affect the application of accounting policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ from these estimates. Estimates and
underlying assumptions are reviewed on an ongoing basis. Revision to estimates are recognised
prospectively.

Judgements

Information about judgements made in applying accounting policies that have the most significant
effect on the amounts recognised in the consolidated financial statements, is included in the following
notes:

e Note 5.12: Classification of equity accounted investees; whether the Group has significant
influence over an investee

e Note 5.9: Lease term; whether the Group is reasonably certain to exercise extension options.

Note 5.2: Gross versus net revenue presentation assessment; the determination by the Company
as to whether it acts as a principal in a transaction or agent.

Assumptions and estimation uncertainties
Information about assumptions and estimation uncertainties that have the most significant effect on
the amounts recognised in the consolidated financial statements, is included in the following notes:

e Note 5.7, 5.8, 5.10, 6 and 7: Impairment of non-financial assets, Property and equipment and
Intangibles assets

e Note 5.7 and 32: Measurement of ECL allowance for trade receivables and contract assets: Key
assumptions in determining the weighted-average loss rate

e Note 5.8 and 5.10: Useful lives and residual values of property & equipment and intangible assets.
Note 5.15 and 18: Measurement of employee benefits obligations: Key actuarial assumptions.
e Note 5.5 and 29: Provision for Zakat.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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5.1

STANDARDS ISSUED BUT NOT YET EFFECTIVE AND AMENDMENT TO STANDARDS

The standards, interpretations and amendments issued, but not yet effective up to the date of issuance
of the consolidated financial statements are disclosed below. The Group intends to adopt these
standards, where applicable, when they become effective.

Effective from periods

Standard / beginning on or after
Interpretation Description the following date
IFRS 17 Insurance contracts 1 January 2023
IAS 1 Classification of liabilities as current or non-current 1 January 2023

(amendments to IAS 1)
IAS 8 Definition to accounting estimates 1 January 2023
IAS 12 Deferred Tax related to Assets and Liabilities 1 January 2023

arising from a Single Transaction
IAS 1 and IFRS Disclosure of Accounting Policies 1 January 2023

Practice Statement 2

IFRS 10 and IAS 28 Sale or contribution of assets between investor and Available for optional
its associate or joint venture (amendments to [FRS adoption / effective
10 and IAS 28) date deferred
indefinitely
The impact of the above standards will be assessed by the Company in next financial year.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all years presented in the
consolidated financial statements.

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

The principal or most advantageous market must be accessible by the Group. 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, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into 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 utilize the asset in its highest and best use.

When one is available, the Group measures the fair value of an instrument using the quoted price in
an active market for that instrument. A market is regarded as ‘active’ if transactions for the asset or
liability take place with sufficient frequency and volume to provide pricing information on an
ongoing basis.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobservable inputs. If an asset or a liability measured at fair value has a
bid price and an ask price, then the Group measures assets and long positions at a bid price and
liabilities and short positions at an ask price.
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5.2

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial
statements are categorized within the fair value hierarchy. Fair values are categorised 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 market for identical assets or liabilities;

Level 2 — inputs other than quoted prices included in Level 1 that are observable for the assets 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).

If the inputs used to measure the fair value of an asset or a liability fall into different levels of the fair
value hierarchy, then the fair value measurement is categorised in its entirety in the same level of the
fair value hierarchy as the lowest level input that is significant to the entire measurement.

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

At each reporting date, the Group analyses the movements in the values of assets and liabilities which
are required to be re-measured or re-assessed as per the Group’s accounting policies. For this analysis,
the Group verifies the major inputs applied in the latest valuation by agreeing the information in the
valuation computation to contracts and other relevant documents. The Group also compares the
change in the fair value of each asset and liability with relevant external sources to determine whether
the change is reasonable.

Revenue recognition
The Group generates revenue from the sale of computer hardware, software, post contract support
and Cloud computing solutions. The Group also generates revenue from providing professional
services to end-users to maintain the customer’s IT infrastructure such as operations & maintenance
and managed services.

The Group recognizes revenue when it satisfies a performance obligation by transferring control of
a product or service to a customer based on allocated transaction price of each performance
obligation.

The following are some of the key indicators used by the Group in determining when control has
passed to the customer:

(i) the Group has a right to payment for the product or service;

(i) the customer has legal title to the product;

(ii1) the Group has transferred physical possession of the product to the customer;

(iv) the customer has the significant risks and rewards of ownership of the product; and
(v) the customer has accepted the product.

Transaction price is allocated to each performance obligation with reference to the price specified in
the underlying customer contract and further analyzed for other applicable aspects such as variable
considerations, non-cash considerations, consideration payable to the customer, material rights
including combination of contracts and adjusts the promised amount of consideration for its effects
including that of significant financing component in measuring the transaction price.

For determining standalone selling price, the Company uses observable prices wherever available.
When evidence from recent transactions is not available to confirm that the prices are representative
of the standalone selling price, then adjusted market assessment approach, cost plus margin approach
or residual value approach as prescribed in IFRS 15 will be used to estimate the standalone selling
prices.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (continued)

Principal versus agent
Significant judgement is required in determining whether the Group is acting as principal, reporting

revenue on a gross basis, or acting as an agent, reporting revenue on a net basis. The Group evaluates

the following indicators amongst others when determining whether it is acting as a principal or agent

in the transaction and recording revenue on a gross, or net, basis:

(1) the Group is primarily responsible for fulfilling the promise to provide the specified goods or
service;

(i) the Group has inventory risk before the specified good or service has been transferred to a
customer;

(ii1) the Group has discretion in establishing the price for the specified good or service.

The Group assesses different categories of revenue in the light of the above indicators, however,
before concluding on whether it is acting as a principal or an agent, the Group exercises judgement
considering the nature of the product and solution offering, complexity involved in delivering the
product and solution, level of control available to the Group in the process of delivering the product
and solution.

Sales of product and services in which the Group acts as a principal are presented on a gross basis.

Sales of product and services where there is no involvement of the Group for fulfilling the
performance obligation is presented on a net basis. These generally includes the sale of certain third-
party services, post contract support, software assurance, third-party hosted Cloud arrangements and
sale of certain security software products.

Amounts collected by the group on behalf of a third party are accounted for as a payable in the
statement of consolidated financial position until they are settled and do not gross up revenue and
expenses. Similarly, amounts prepaid by the group to a third party on behalf of customers are
recognised as a receivable until they are recovered and do not gross up revenues and expenses.

Hardware revenue

The Group sells third-party hardware that is sourced from multiple vendors and distributors. The
revenue from these arrangements is primarily recognized on a gross basis as the principal in the
transaction when the product is received by the client because we control the product prior to transfer
to the client. In addition to other factors considered, we assume primary responsibility for fulfillment
in the arrangement, we assume inventory risk if the product is returned by the client, we set the price
of the product charged to the client and we work closely with our clients to determine their hardware
specifications.

Third-party vendors typically provide standard warranties on most of the hardware products the
Group sells. These manufacturer warranties are assurance-type warranties and are not considered
separate performance obligations. The warranties are not sold separately and only provide assurance
that products will conform with the manufacturer’s specifications, unless specifically required by
customer and / or provided by the vendor.

Software revenue

Revenue from sale of third-party software license where the nature of installation/integration are not
considered complex is determined to be a separate performance obligation and is recorded on net
basis.

Where a complex interfacing or a specialized configuration of the third-party software license is
performed by the entity to enable customer to derive its intended benefit from the software within the
context of the contract, it generally results in the Group acting as a principal for the integrated
performance obligation of software license and the implementation services and the revenue is
recorded on a gross-basis.
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5.2

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (continued)

For sale of anti-virus software where the upgrades provided by the third-party vendors are considered
integral to maintaining the utility of the underlying software to the end-user, the Group records
revenue on a net basis.

Revenue from the sale of third-party software license is recorded when the customer acquires the
right to use or receives a copy of software license and control transfers to the customer, but not prior
to the commencement of the initial license term.

Post contract support revenue

Post contract support (PCS) provides the Group’s customers with the right to obtain software
upgrades, bug fixes and technical support services. The Group directly provides technical support to
its customers for certain product(s) and therefore acts as a principal and records revenue on gross
basis.

Where the Group arranges to provide support services directly from the third-party vendor without
the Group’s involvement, the revenue is recorded on a net basis as an agent.

The Group further evaluates whether the access to upgrades is a separate performance obligation by
assessing if the vendor-delivered upgrades are critical to the core functionality of the software. The
criticality of upgrades is used to further assess the level of control the Group has in a transaction.
Where the upgrades require the continued input of the vendor without involvement of the Group,
such unspecified upgrades are treated as a separate performance obligation and the revenue is
recorded on net basis as the Group is acting as an agent.

The determination of unspecified upgrades as a portion of the PCS is computed as a percentage of
the total PCS value based on the certain product specific information and hence the Group exercises
significant judgement in this area.

Services revenue

The Group evaluates the control assessment of services rendered to customers either directly or
through the involvement of third-party vendors. The Group is acting as a principal where it is
responsible to make the decisions around effective utilization of internal resources and/or
vendors/sub-contractor in implementation services and in the eventual delivery of the deliverables
fulfilling the customer’s requirements. Where the Group is the primary obligor within the context of
the contract with the customer and has the direct responsibility to provide the services either directly
or indirectly, the revenue is recorded on gross basis as a principal.

Certain third-party sub-contracts in which the Group does not control the services prior to transferring
to our customers, revenue is recorded on net basis.

Cloud subscription revenue
The Group evaluates whether Cloud subscription products provided to customers with right to access

hosted in the technology cloud platforms without the client taking possession of the software. The
Group does not take control of the software products or assume any responsibility to the clients
related to the provisioning of the offerings in the cloud, accordingly, revenue is recorded on net basis
and the Group shall be acting as an agent.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (continued)

Systems integration services revenue

The Group sells hardware, software license, installation, post contract support and other services are
bundled as a solution. Hardware, software and installation are treated as a single performance
obligation as the goods or services are not distinct within the context of the contract because they are
not separately identifiable from the other promises in the contract. The Group recognizes revenue
relating to installed hardware and software along with installation over time using the input method.

Managed services revenue

The Group delivers managed services contracts for its customers which generally extend for multi-
years. Revenue from managed services contracts comprises provision of manpower for maintaining
the IT infrastructure of the customer and providing IT and related consumables to operate and
maintain the customer’s IT environment during the tenure of the contract. The Group is acting as a
principal where it is responsible to make the decisions around effective utilization of internal
resources including hiring of resources and fulfilling the customer’s requirements. Where the Group
is the primary obligor within the context of the contract with the customer and has the direct
responsibility to provide the manpower services either directly or indirectly, the revenue is recorded
on gross basis acting as a principal. Managed services revenue is recognised over time, throughout
the term of the contract, as services are delivered.

However, in cases where there is a need to employ third-party sub-contractors in which the Group
does not control the services prior to transferring to our customers, revenue is recorded on net basis
and the Group shall be acting as an agent.

Basis of consolidation

The Group’s consolidated financial statements comprise the financial statements of the Parent
Company and its subsidiaries as at 31 December 2022. Control is achieved when the Group is
exposed, or has rights, to variable returns from its involvement with the investee and has the 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 it the current ability to direct the relevant
activities of the investee)

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

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

Generally, there is a presumption that a 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 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 or not 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.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of consolidation (continued)

Profit or loss and each component of Other Comprehensive Income (“OCI”) are attributed to the
equity holders 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 consolidated financial statements of subsidiaries 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.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction.

Subsidiaries

Subsidiaries are entities over which the Group has control. The Group controls an entity when the
Group is exposed to, or has rights to, variable returns from its involvement with the entity and has
the ability to affect those returns through its power to direct the activities of the entity. Subsidiaries
are fully consolidated from the date on which control is transferred to the Group. They are de-
consolidated from the date that control ceases.

Inter-company investments, transactions, balances and unrealized gains or losses on transactions
between Group companies are eliminated. The accounting policies of the subsidiaries are consistent
with those adopted by the Group.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill),
liabilities, non-controlling interest and other components of equity, while any resultant gain or loss
is recognised in the consolidated statement of profit or loss. Any investment retained is recognised
at fair value.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the
consolidated statement of financial position, statement of profit or loss, statement of comprehensive
income and statement of changes in equity, respectively.

The acquisition method of accounting is used to account for the acquisition of subsidiaries. The
consideration transferred for the acquisition of subsidiary comprises the:

o the fair value of the assets transferred / acquired

liabilities incurred to the former owners of the acquired business

equity interest issued by the Group

fair value of any asset or liability resulting from a contingent consideration arrangement

fair value of any pre-existing equity interest in the subsidiary

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair values at the acquisition
date. The Group recognizes any non-controlling interest in the acquired entity on an acquisition-by-
acquisition basis either at fair value or at the non-controlling interest’s proportionate share of the
acquired entity’s net identifiable assets. Acquisition-related costs are expensed as incurred.

When the Group loses control over a subsidiary, it recognizes the assets and liabilities of the
subsidiary, and any related NCI and other components of equity. Any resulting gain or loss is
recognized in profit or loss. Any interest retained in the former subsidiary is measured at fair value
when control is lost.
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5.5

5.6

5.7

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cost of sales and expenses

Costs which are directly related to goods or services provided are classified as costs of sales.
Expenses which are attributable to selling and marketing activities are classified as selling and
marketing expenses. All other indirect expenses are classified as general and administration
expenses.

Zakat and Value Added Tax (VAT)

The Group is subject to the Regulations of the Zakat, Tax and Customs Authority (“ZATCA”) in
KSA. Zakat is provided on an accrual basis and is computed and charged based on Zakat base.
Adjustments if any are made to the Zakat provision when the final assessments are obtained from the
ZATCA.

Expenses, and assets are recognized net of the amount of VAT, except:

- When the VAT incurred on a purchase of assets or services is not recoverable from the taxation
authority, in which case, the VAT is recognised as part of the cost of acquisition of the asset or as
part of the expense item, as applicable; and/or

- When receivables and payables are stated with the amount of VAT included.

The net amount of VAT recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the statement of financial position.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, bank balances, short-term deposits, demand deposits
and highly liquid investments with original maturities of three months or less that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes in
value.

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

Recognition and initial measurement

Trade receivables are initially recognized when they are originated. All other financial instruments
are recognized in the statement of financial position when the Group becomes party to the contractual
provisions of the financial instruments. A trade receivable without a significant financing component
is initially measured at the transaction price.

A financial instrument (unless it is a trade receivable without a significant financing component) is
measured initially at fair value plus, for an item not at FVTPL, transaction costs that are directly
attributable to its acquisition or issue.

Financial assets

Classification of financial assets

On initial recognition, a financial asset is classified and measured at: amortized cost, FVOCI or
FVTPL.

A financial asset is measured at amortized cost if it meets both of the following conditions and is not
designated as at FVTPL:

- the asset is held within a business model whose objective is to hold assets to collect contractual
cash flows; 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.

18



AL MOAMMAR INFORMATION SYSTEMS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

A debt investment is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:

- the asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling 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.

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably
elect to present subsequent changes in fair value in OCI. This election is made on an investment-to-
investment basis.

All financial assets not classified as measured at amortized cost or FVOCI as described above are
measured at FVTPL. On initial recognition, the Group may irrevocably designate a financial asset
that otherwise meets the requirements to be measured at amortized cost or at FVOCI as at FVTPL if
doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Subsequent measurement
Financial assets at FVTPL are subsequently measured at fair value. Net gains and losses, including
any interest or dividend income, are recognized in profit & loss.

Financial assets at amortized cost, including trade receivables, are subsequently measured at
amortized cost using the effective interest rate (EIR) method. The amortized cost is reduced by
impairment losses. Interest income, foreign exchange gains and losses and impairment losses are
recognized in profit or loss. Any gain or loss on derecognition is recognized in profit or loss.

Debt investments at FVOCI are subsequently measured at fair value. Interest income calculated using
the effective interest method, foreign exchange gains and losses and impairment are recognized in
profit or loss. Other net gains and losses are recognized in the statement of comprehensive income.
On derecognition, gains and losses accumulated in OCI are reclassified to profit or loss.

Equity investments at FVOCI are subsequently measured at fair value. Dividends are recognized as
income in profit or loss. Other net gains and losses are recognized in comprehensive income and are
never reclassified to profit or loss.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition unless the Group changes
its business model for managing financial assets, in which case all affected financial assets are
reclassified on the first day of the first reporting period following the change in the business model.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial
position) when: the rights to receive cash flows from the asset have expired or 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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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership. 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 recognize the transferred asset
to the extent of its continuing involvement. In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability 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.

Expected credit loss (ECL) assessment for trade receivables and contract assets

The financial assets which are in the scope of impairment are bank balances, account receivables,
contract assets and balances due from related party.

Loss allowances are measured on either of the following bases:

- 12-month ECLs: these are ECLs that result from possible default events within the 12 months
after the reporting date or a shorter period if the expected life of the instrument is less than 12
months; and

- lifetime ECLs: these are ECLs that result from all possible default events over the expected life of
a financial instrument.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the Group expects to receive). ECLs are discounted at the
effective interest rate of the financial asset.

For ECL on trade receivables and contract assets, the Group has divided its trade receivable and
contract assets in two broad categories, private customers and government/government controlled
entities (“Government customers”).

The Group uses an allowance matrix to measure the ECLs of trade receivables and contract assets
from private customers, which comprise a very large number of small balances.

Loss rates are calculated using a ‘roll rate’ method based on the probability of a receivable/contract
asset progressing through successive stages of delinquency to write-off.

Loss rates are based on actual historic credit loss experience. These rates are multiplied by scalar
factors to reflect differences between economic conditions during the period over which the historic
data has been collected, current conditions and the Group’s view of economic conditions over the
expected lives of the receivables. Scalar factors are based on actual and forecast gross domestic
product growth.

For trade receivable and contract assets from Government customers, the Group allocates each
exposure to a credit risk grade based on data that is determined to be predictive of the risk of loss
(including but not limited to external ratings, audited financial statements, management accounts and
cash flow projections and available press information about customers) and applying experienced
credit judgement. Credit risk grades are defined using qualitative and quantitative factors that are
indicative of the risk of default and are aligned to external credit rating definitions.
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5.7

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Exposures within each credit risk grade are segmented by geographic region and industry
classification and an ECL rate is calculated for each segment based on delinquency status and actual
credit loss experience. These rates are multiplied by scalar factors to reflect differences between
economic conditions during the period over which the historical data has been collected, current
conditions and the Group’s view of economic conditions over the expected lives of the receivables.
Scalar factors are based on GDP forecast and industry outlook.

Presentation of impairment

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets and are presented on the face of the statement of profit or loss and other
comprehensive income.

The Group considers a financial asset in default when contractual payments are 1095 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. A financial asset is written off when there is no reasonable expectation of recovering
the contractual cash flows.

Write-off

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent
that there is no realistic prospect of recovery. This is generally the case when the Group determines
that the customer does not have assets or sources of income that could generate sufficient cash flows
to repay the amounts subject to the write-off.

Financial liabilities

Initial recognition and measurement

The Group classifies its financial liabilities, other than financial guarantees and loan commitments,
as measured at amortized cost or FVTPL. A financial liability is classified as at FVTPL if it is
classified as held-for-trading, it is a derivative or it is designated as such on initial recognition.

Subsequent measurement

Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any
interest expense, are recognized in profit or loss. Other financial liabilities are subsequently measured
at amortized cost using the EIR method. Interest expense and foreign exchange gains and losses are
recognized in profit or loss . Any gain or loss on derecognition is also recognized in profit or loss.

Financial liabilities

Trade payables represent liabilities for goods and services provided to the Group prior to the end of
financial year which are unpaid. The amounts are unsecured and are presented as current liabilities
unless payment is not due within twelve months after the reporting year. They are measured at
amortized cost using the effective interest rate method.

Derecognition

The Group derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Group also derecognises a financial liability when its terms are modified
and the cash flows of the modified liability are substantially different, in which case a new financial
liability based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished
and the consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognised in profit or loss.
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5.7

5.8

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Offsettin
Financial assets and financial liabilities are offset and the net amount is reported in the statement of

financial position if there is a currently enforceable legal right to offset the recognized amounts and
there is an intention to settle on a net basis, to realise the assets and settle the liabilities
simultaneously.

Property and equipment

Items of property and equipment are measured at cost, less accumulated depreciation and any
accumulated impairment losses. If significant parts of an item of property and equipment have
different useful lives, then they are accounted for as separate items (major components) of property
and equipment.

Any gain or loss on disposal of an item of property and equipment is recognized in profit or loss.

Subsequent expenditure is capitalised only if it is probable that the future economic benefits
associated with the expenditure will flow to the Group.

Capital work in progress (“CWIP”) account are assets in the course of construction or development.
CWIP is transferred to the appropriate category in property and equipment (depending on the nature
of'the asset), once the asset is in a location and / or condition necessary for it to be capable of operating
in the manner intended by management. The cost of an item of capital work in progress comprises
its purchase price, construction/development cost and any other directly attributable to the
construction or acquisition of an item of CWIP intended by management. Costs associated with
testing the items of CWIP (prior to its being available for use) are capitalized net of proceeds from
the sale of any production during the testing year. Land and CWIP are not depreciated.

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

Depreciation is calculated to write off the cost of items of property and equipment less their estimated
residual values using the straight-line method over their estimated useful lives, and is generally
recognised in profit or loss as follows:

Estimated useful life (in years)

Building 20 years
Furniture and fixtures 5 years
Motor vehicles 5 years
Equipment 5 years

The Group’s management determines the estimated useful lives of its property and equipment for
calculating depreciation. This estimate is determined after considering the expected usage of the asset
or physical wear and tear. The Group periodically reviews estimated useful lives and the depreciation
method to ensure that the method and year of depreciation are consistent with the expected pattern of
economic benefits derived from these assets.

The useful life, residual values and depreciation method are reviewed at each reporting date and
adjusted if appropriate.

The carrying value of property and equipment 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 value exceed the estimated recoverable amount, the assets are written down to
their recoverable amount.
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5.9

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leases

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

i. As a lessee

At commencement or on modification of a contract that contains a lease component, the Group
allocates the consideration in the contract to each lease component on the basis of its relative stand-
alone prices. However, for the leases of property the Group has elected not to separate non-lease
components and account for the lease and non-lease components as a single lease component.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct
costs incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the
underlying asset to the Group by the end of the lease term or the cost of the right-of-use asset reflects
that the Group will exercise a purchase option. In that case the right-of-use asset will be depreciated
over the useful life of the underlying asset, which is determined on the same basis as those of property
and equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if
any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Group’s incremental borrowing rate. Generally, the Group uses its
incremental borrowing rate as the discount rate.

The Group determines its incremental borrowing rate by obtaining interest rates from various external
financing sources and makes certain adjustments to reflect the terms of the lease and type of the asset
leased.

Lease payments included in the measurement of the lease liability comprise the following:

- fixed payments, including in-substance fixed payments;

- variable lease payments that depend on an index or a rate, initially measured using the index or
rate as at the commencement date;

- amounts expected to be payable under a residual value guarantee; and

- the exercise price under a purchase option that the Group is reasonably certain to exercise, lease
payments in an optional renewal year if the Group is reasonably certain to exercise an extension
option, and penalties for early termination of a lease unless the Group is reasonably certain not to
terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, if there is
a change in the Group’s estimate of the amount expected to be payable under a residual value
guarantee, if the Group changes its assessment of whether it will exercise a purchase, extension or
termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying

amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-
of-use asset has been reduced to zero.
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5.9

5.10

5.11

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leases (continued)

The Group presents right-of-use assets that do not meet the definition of investment property in
‘property, plant and equipment’, the current portion of lease liabilities is presented in ‘trade and other
payables’ and the non-current portion of lease liabilities is presented as a financial line item in the
statement of financial position.

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease liabilities for short-term leases
that have a lease term of 12 months or less and leases of low-value assets. The Group recognises the
lease payments associated with these leases as an expense on a straight-line basis over the lease term.

Intangible assets

Intangible assets acquired are measured on initial recognition at cost. Following initial recognition,
intangible assets are carried at cost less accumulated amortization and accumulated impairment
losses.

Intangible assets are amortised over the useful economic life and assessed for impairment whenever
there is indication that intangible assets may be impaired. The amortization year and the amortization
method are reviewed at least at the end of each reporting year. Changes in expected useful life or the
expected pattern of consumption of future economic benefits embodied in the assets are considered
to modify the amortization year or method, as appropriate, and are treated as changes in accounting
estimates. The amortization expense is recognized in profit or loss in the expense category that is
consistent with the function of the intangible assets.

Intangible assets with indefinite useful lives are not amortized, 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. The Group estimates the useful
lives of 5 years of its intangible assets.

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

Impairment of non-financial assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets to
determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated

For impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets or
CGUs.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs of disposal. Value in use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset or CGU.

An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable
amount.

Impairment losses are recognised in profit or loss. They are allocated first to reduce the carrying
amounts of the assets in the CGU on a pro rata basis.
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5.12

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Equity-accounted investees

An associate is an entity over which the Group 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. Investments in an associate is accounted for using the equity
method of accounting, after initially being recognized at cost.

Judgement is required, particularly where the Group owns shareholding and voting rights of generally
20% and above but where the management does not believe that it has ‘control’ or ‘joint control’
over such investee.

In case of such investee, the Group’s management has concluded it has ‘significant influence’ in line
with the requirements of IFRSs as endorsed in KSA. IFRSs as endorsed in KSA provides various
indicators of ‘significant influence’, including representation in the Board of Directors and
participation in policymaking process.

By virtue of the Group’s shareholding rights in the investee’s general meetings, as well as the Group’s
representation on Board of Directors of such investee and the Group’s involvement in operating and
financial policies and decision making, management believes it has ‘significant influence’ over such
investee (“associate”).

The Group is accounting for such investment in an associate under the equity method of accounting.

Under the equity method of accounting, the investments are initially recognized at cost, which
includes transaction costs and adjusted thereafter to recognize the Group's share of the post-
acquisition profits or losses of the investee in profit or loss, and the Group's share of movements in
OCI of the investee until the date on which significant influence ceases.

Dividends received or receivable from an associate is recognized as a reduction in the carrying
amount of the investment.

When the Group's share of losses in an equity-accounted investment equals or exceeds its interest in
the entity, including any other unsecured long-term receivables, the Group does not recognize further
losses, unless it has incurred obligations or made payments on behalf of the other entity. Unrealized
gains on transactions, if any, between the Group and its associate are eliminated to the extent of the
Group's interest in its associate. Unrealized losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

The aggregate of the Group's share on earnings or losses of associates is shown in profit or loss.

After application of the equity method, the Group determines whether it is necessary to recognize an
impairment loss on its investment in an associate. At each reporting date, the Group determines
whether there is objective evidence that the investment in an associate is impaired. If there is such
evidence, the Group calculates the amount of impairment as the difference between the recoverable
amount of the associate and its carrying value, then recognizes the loss as ‘share in losses’ of an
associate in profit or loss.

Upon loss of significant influence over an associate, the Group measures and recognizes 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 profit or loss.
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5.12

5.13

5.14

5.15

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Equity-accounted investees (continued)

If the ownership interest in an associate is reduced but significant influence is retained, only a
proportionate share of the amounts previously recognized in OCI are reclassified to profit or loss
where appropriate.

Dividends

The Group recognizes a liability to make dividend distribution to the shareholders of the Group when
the distribution is authorized and the distribution is no longer at the discretion of the Group. In
accordance with the Companies Law in Saudi Arabia, a distribution is authorized when it is approved
by the shareholders. Interim dividends are recorded as and when declared and approved by the Board
of Directors.

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Provisions are not recognised for future operating losses.

Employee benefits

Short-term obligations

Liabilities for wages and salaries, including non-monetary benefits and accumulating leaves, air fare
and allowances that are expected to be settled wholly within twelve months after the end of the year
in which the employees render the related service are recognized in respect of employees’ services
up to the end of the reporting year and are measured at amounts expected to be paid when the
liabilities are settled. The liabilities are presented under trade and other liabilities in the statement of
financial position.

Employees’ defined benefit obligations
The Group’s primary defined benefit plan is an end of service lump sum benefits plan.

The benefit liability recognized in the statement of financial position is the present value of the
Defined Benefit Obligation (“DBO”) at the reporting date. The plan is unfunded, which means the
Group pays benefits as they fall due when employees leave service.

The Defined Benefit Obligation is re-measured on an annual basis by independent actuaries using the
projected unit credit method. The present value of the DBO is determined by discounting the
estimated future cash outflows using interest rates of high-quality corporate bonds that are
denominated in the currency in which the benefits will be paid, and that have terms approximating to
the terms of the related obligation. Where there is no deep market in such bonds, the market rates on
government bonds are used. As there are insufficient corporate and government bonds in KSA to
generate a credible discount rate, the discount rate has instead been based on US Treasury bonds
adjusted for country differences between US and KSA.

The Group updates the assumptions from year to year based on the actual experience of the Group.
The net interest cost is calculated by applying the discount rate to the net balance of the DBO. This
cost is included in employees’ salaries and other benefits expense in the statement of income. Re-
measurement gains and losses arising from changes in actuarial assumptions are recognized in the
year in which they occur in OCI. Changes in the present value of the DBO resulting from plan
amendments or curtailments are recognized immediately in profit or loss.
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5.15

5.16

517

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employee benefits (continued)

Current and past service costs related to end-of-service benefits and unwinding of the liability at
discount rates used are recognized immediately in profit or loss.

The actuarial valuation process takes into consideration the provisions of the Saudi Arabian Labour
Law as well as the Group’s policy.

Segment reporting

An operating segment is a component of the Group:

« that engages in business activities from which it may earn revenues and incur expenses;

* results of whose operations are continuously analysed by Chief Operating Decision Maker (CODM)
in order to make decisions related to resource allocation and performance assessment; and

» for which discrete financial information is available.

The Group’s operating business are organized and managed separately according to the nature of the
services provided with each segment representing a strategic business unit that offers different
products to its respective market.

For management purpose, the Group is organised into six segments, as described below:

- Business service management unit

- Solutions unit

- Systems unit

- Information technology security unit
- Networking unit

- Operation and maintenance unit

- Data center unit

A geographical segment is a group of assets, operations or entities engaged in revenue producing
activities within a particular economic environment that are subject to risks and returns different from
those operating in other economic environments. The Group only operates in KSA and accordingly
has no geographical segment. Refer note 33 for information related to each reportable segment.

Finance income and cost

The Group’s finance income and finance costs includes interest income or expense and is recognised
using the effective interest method. The ‘effective interest rate’ is the rate that exactly discounts
estimated future cash payments or receipts through the expected life of the financial instrument to:

- the gross carrying amount of the financial asset; or
- the amortised cost of the financial liability.

In calculating interest income and expense, the effective interest rate is applied to the gross carrying
amount of the asset (when the asset is not credit-impaired) or to the amortised cost of the liability.
However, for financial assets that have become credit-impaired subsequent to initial recognition,
interest income is calculated by applying the effective interest rate to the amortised cost of the
financial asset. If the asset is no longer credit-impaired, then the calculation of interest income reverts
to the gross basis.
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AL MOAMMAR INFORMATION SYSTEMS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

8A.

INTANGIBLE ASSETS
For the year ended 31 December 2022
ERP Application Other
software development software Total
SR SR SR SR
Cost
As at 1 January 2022 3,297,535 4,532,387 7,244,622 15,074,544
Additions 1,275,299 - 1,854,087 3,129,386
Disposal - - (2,737,640) (2,737,640)
As at 31 December 2022 4,572,834 4,532,387 6,361,069 15,466,290
Accumulated amortization
As at 1 January 2022 1,698,313 4,532,387 2,528,703 8,759,403
Charge for the year 641,101 - 625,248 1,266,349
Disposal - - (54,233) (54,233)
As at 31 December 2022 2,339,414 4,532,387 3,099,718 9,971,519
Net book value
As at 31 December 2022 2,233,420 - 3,261,351 5,494,771
For the year ended 31 December 2021
ERP Application Other
software development software Total
SR SR SR SR
Cost
As at 1 January 2021 2,438,341 4,532,387 3,085,065 10,055,793
Additions 859,194 - 4,159,557 5,018,751
As at 31 December 2021 3,297,535 4,532,387 7,244,622 15,074,544
Accumulated amortization
As at 1 January 2021 1,329,450 4,532,387 2,104,266 7,966,103
Charge for the year 368,863 - 424 437 793,300
As at 31 December 2021 1,698,313 4,532,387 2,528,703 8,759,403
Net book value
As at 31 December 2021 1,599,222 - 4,715,919 6,315,141

INVESTMENTS

EQUITY-ACCOUNTED INVESTEES

Place of incorporation and % age

Name of associates Principal activities principal place of business holding*

Edarat Group SAL Technology based solutions Lebanon 50%
Edarat Telecommunication Development, installation and .
. ) Kingdom of o

and Information maintenance of computer Saudi Arabia 40%
Technology Company hardware and software 4
Phoenicia Tech Worldwide Technology based solutions British Virgin

50%
Inc. - BVI Island

*The Group has significant influence, but does not have control or joint control, over the financial
and operating policies of these equity accounted investees.
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8A.

INVESTMENTS (CONTINUED)

EQUITY-ACCOUNTED INVESTEES (CONTINUED)

The movement in investment in associates was as follows:

At 1 January 2021
Share of (loss)/profit
Dividend received

At 31 December 2021
Share of profit
Dividend received
Disposal of investment*
At 31 December 2022

Edarat
Telecommunication Phoenicia
Edarat & Information Tech
Group Technology Worldwide Total
SAL Company Inc. SR
179,165 4,468,186 271,991 4,919,342
(84,131) 1,986,906 941 1,903,716
- - (271,875) (271,875)
95,034 6,455,092 1,057 6,551,183
69,482 5,987,392 58,316 6,115,191
- (1,732,500) - (1,732,500)
- (2,126,154) - (2,126,155)
164,516 8,583,830 59,373 8,807,719

*During the year the Company sold 63,000 shares out of 312,000 having carrying value of SR
2,126,154 at a sale proceed of SR 17,365,135 resulting in Gain on disposal of shares amounting to

SR 15,238,980.

The table below reconciles the summarized financial information to the carrying amount of the

Group’s interest in associates

2022 Edarat Group Edarat Phoenicia Tech
SAL Telecommunication | Worldwide Inc.
& Information
Technology
Company
Net Assets 329,032 21,459,576 118,746
Group share of net assets 50% 40% 50%
Carrying amount of interest in 164,516 8,583,830 59,373
Associate
2021 Edarat Group Edarat Phoenicia Tech
SAL Telecommunication | Worldwide Inc.
& Information
Technology
Company
Net Assets 190,073 12,910,184 2,115
Group share of net assets 50% 50% 50%
Carrying amount of interest in 95,034 6,455,092 1,057
Associate

The following table summarises aggregated financial information of Group’s associates. The
information disclosed reflects the amounts presented in the consolidated financial statements of the
associates as of 31 December 2022 and 2022.
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8. INVESTMENTS (CONTINUED)
8A. EQUITY-ACCOUNTED INVESTEES (CONTINUED)

32

31-Dec-22
Amount in SAR
Edarat
Telecommunicatio
n & Information Others Total
Technology
Company
Summary of statement of financial position
Current assets 26,617,773 1,564,992 28,182,765
Non-current assets 12,397,124 52,874 12,449,998
Current liabilities (12,150,687) (1,395,201) (13,545,888)
Non-current liabilities (5,404,634) (133,506) (5,538,140)
Summary of statement of profit or loss and
other comprehensive income
Revenue 58,892,501 3,796,660 62,689,161
Cost of sales (35,434,328) (3,299,589) (38,733,917)
Gross profit 23,458,173 497,071 23,955,244
General and administration expenses (9,435,899) (275,866) (9,711,765)
Finance costs - (559) (559)
Other income/(expense)-net 130,736 (140,667) (9,931)
Zakat/tax and other expenses (2,138,618) (17,718) (2,156,336)
12,014,392 62,261 12,076,653
31-Dec-21
Amount in SAR
Edarat
Telecommunication
& Information Others Total
Technology
Company
Summary of statement of financial position
Current assets 22,542,086 1,452,945 23,995,031
Non-current assets 2,612,255 186,986 2,799,241
Current liabilities 9,933,183 1,117,883 11,051,066
Non-current liabilities 2,310,974 329,862 2,640,836
Summary of statement of profit or loss and
other comprehensive income
Revenue 37,333,376 6,628,222 43,961,598
Cost of sales (24,540,813) (4,522,849) (29,063,662)
Gross profit 12,792,563 2,105,373 14,897,936
General and administration expenses (5,318,213) (2,740,309) (8,058,522)
Finance costs - (78,983) (78,983)
Other income 5,296 571,530 576,826
Zakat/tax and other expenses (1,000,399) (23,993) (1,024,392)
6,479,247 (166,382) 6,312,865
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8B.

9A.

ADVANCE FOR INVESTMENT

During 2021, the Group has signed a subscription agreement to acquire 1.58% shareholding in a
digital bank and has paid an advance for investment amounting to SR 25,000,000. Subsequent to
year end, the necessary legal formalities for incorporation of the legal entity and regulatory
approvals are completed and equity shares are yet to be allotted to the Group.

CONTRACT ASSETS
31 December 31 December
2022 2021
SR SR
Unbilled receivables* 663,376,649 580,968,599
Less: Impairment loss on contract assets (13,084,787) (13,225,252)

650,291,862 567,743,347

Classification of contract assets

Unbilled receivables, non-current 22,259,987 45,477,359

Unbilled receivables, current 628,031,875 522,265,988
650,291,862 567,743,347

* Unbilled receivables primarily relate to the Group's right to consideration for goods and services
delivered but not billed at the reporting date. The same is transferred to trade receivables when
the rights become unconditional. This usually occurs when the Group issues an invoice to the
customer. The contractual terms of invoicing are primarily on a milestone basis.

The movement of contract assets-gross balance is as follows:

31 December 31 December

2022 2021

SR SR

Opening balance 580,968,599 383,876,607
Additions 740,456,696  703,232274
Invoicing during the year (658,048,646) (506,140,282)
Closing balance 663,376,649 580,968,599

The movement for allowance for expected credit losses on contract assets was as follows:

31 December 31 December

2022 2021

SR SR

Opening balance 13,225,252 8,797,228
(Reversal)/charges during the year (140,465) 4,428,024
Closing balance 13,084,787 13,225,252
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9B.

CONTRACT COSTS
31 December 31 December
2022 2021
SR SR
Contract costs (refer notes a and b) 25,741,087 72,075,505

25,741,087 72,075,505

The movement of contract cost balance is as follows:

31 December 31 December

2022 2021

SR SR

Opening balance 72,075,505 95,146,650
Additions 34,133,094 30,927,586
Amortization (45,378,550)  (53,998,731)
Agency related recoveries (35,088,962) --
Closing balance 25,741,087 72,075,505

a) It includes incurred costs in respect of long-term IT support contracts, which will generate
resources that will be used in satisfying these contracts and are expected to be recovered. They
were therefore recognised as an asset for costs to fulfil contracts. The asset is amortised on a
straight-line basis over the term where the Group is principal in the performance obligation,
and

b) It includes amounts prepaid by the Group to a third party on behalf of customers and will be

adjusted against the recoveries from the customer in the due course. These balances do not
gross up expenses as these payments relates to the transaction where Group acts as an agent.
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10.

11.

TRADE AND OTHER RECEIVABLES

31 December 31 December

2022 2021

SR SR

Trade receivables - external* 523,493,100 407,386,122
Less: Impairment loss on trade receivables (28,028,461) (28,580,375)
495,464,639 378,805,747

Trade receivables - related parties (note 31) 1,213,369 4,982,701
Other receivables 10,307,889 4,333,672

506,985,897 388,122,120

Classification of trade receivable
31 December 31December
2022 2021
SR SR

Trade receivables - non-current - -
Trade and other receivables — current 506,985,897 388,122,120
506,985,897 388,122,120

*Trade receivables includes SR 406,906,907 (31 December 2021: 326,689,764) due from
government or government - controlled entities. In certain other cases, the Group obtains
collateral over receivables amounting to SR 4,321,360 (31 December 2021: 2,992,248) related to
few private customers.

The movement for allowance for impairment loss on trade receivables is as follows:
31 December 31 December

2022 2021

SR SR

Opening balance 28,580,375 14,537,438
Charged during the year 1,840,465 14,042,937
Write off during the year (2,392,379) -
Closing balance 28,028,461 28,580,375

Below is the ageing of gross trade receivables (including due from related party)

Total Not yet due 0-1 year 1-2 year 2— 3 years Above 3 years
SR SR SR SR SR SR

31 Dec 2022 524,706,469 18,990,977 412,508,898 54,435,810 20,783,458 17,987,326
31 Dec 2021 412,368,823 28,554,911 256,581,550 63,890,204 36,205,357 27,136,801

PREPAYMENTS AND OTHER ASSETS
31 December 31 December

2022 2021

SR SR

Margin on letters of credit and guarantee 6,699,334 13,038,113
Prepaid expenses 8,498,689 4,392,171
Advances to employees 728,869 1,101,244
Advances to supplier* 176,462,388 3,906,974
Prepayment other 362,704 362,704
192,751,984 22,801,206

Provision on advances to supplier (794,153) (794,153)

191,957,831 22,007,053

* Primarily pertains to advances paid to vendors related to data center project.
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12.

13.

14.

15.

16.

INVENTORY
31 December 31 December
2022 2021
SR SR
Goods held for sales 1,508,743 -
Less: allowance for slow moving inventory - -
1,508,743 -

Inventory is stated at the lower of cost and net realizable value. Cost is determined using the
weighted average method. Cost includes expenditure incurred in acquiring the inventories, and
other direct cost incurred in bringing them to their existing location and condition. At each
reporting date, inventories are assessed for impairment using net realizable value that represents
the estimated selling price for inventories less all estimated costs of completion & costs necessary
to make the sale

CASH AND CASH EQUIVALENTS
31 December 31 December

2022 2021

SR SR

Cash at bank - current accounts 34,935,840 20,007,063
Cash at bank — deposits* 116,993,647 1,289,465
Cash in hand 353,713 266,671

152,283,200 21,563,199

*The average rate on bank deposits is 3.17% (31 Dec 2021: 1%) with an original maturity of 7 days.
SHARE CAPITAL

Capital of SAR 300,000,000 is divided into 30,000,000 shares of SR 10 each. The Board of
Directors in their meeting held on 28 Jumada-1 1443H (Corresponding to 31 January 2022)
resolved to increase the Company’s share capital to SR 300,000,000 through issuance of one (1)
bonus share for every five (5) shares by transferring SR 44,352,025 and SR 5,647,975 from
retained earnings and statutory reserve, respectively to share capital. The legal formalities
required to enforce the increase of the share capital were completed during the year ended 31
December 2022.

Pertaining to previous year ended 31 December 2021, Capital of SAR 250,000,000 was divided
into 25,000,000 shares (31 December 2020: 20,000,000 shares) of SR 10 each. The Board of
Directors in their meeting held on 20 Jumada Al-Awwal 1442H (Corresponding to 4 January
2021) resolved to increase the Company's share capital to SR 250,000,000 through issuance of
one (1) bonus share for every four (4) shares by transferring SR 40,962,396 and SR 9,037,604
from retained earnings and statutory reserve, respectively to share capital. The legal formalities
required to enforce the increase of the share capital were completed during 2021.

STATUTORY RESERVE

In accordance with the Company regulation of KSA and the Company’s By-Laws, the Group
must transfer 10% of its net income to the statutory reserve at year end. The Group has transferred
SR 9,586,376 (2021 SR 5,647,975) of its net income to the statutory reserve at year end. The
Group may resolve to discontinue such transfers when the reserve totals 30% of the share capital.
The Group has utilized the statutory reserve of SR 5,647,975 (2021 SR 9,037,604) to issue the
bonus shares during the year.

OTHER RESERVES

The nature of other reserves related to remeasurement gain or losses on employees’ defined benefit
obligations, the amount recorded during the year amounting to SR 2,575,957 (2021: SR (273,661) and
balance as at 31 December 2022 is SR 9,744,876 (2021: SR 7,168,919).
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17.

18.

DIVIDENDS

Pursuant to the shareholder’s approval in the Annual General meeting dated 26 May 2021, the
Board of Directors in their meeting held on 31 January 2022 resolved to distribute cash dividends
amounting to SR 1 per share aggregating to SR 25,000,000 for the second half of the year 2021.
This dividend was paid on 14 March 2022.

The Board of Directors in their meeting held on 03 Dhu Hajja 1443H (Corresponding to 2 July
2022) resolved to distribute cash dividends amounting to SR 1.20 per share aggregating to SR
36,000,000 and was paid on 13 October 2022.

Pertaining to previous year ended 31 December 2021, the Board of Directors in their meeting held
on 20 Jumada I 1442H (Corresponding to 4 January 2021) resolved to distribute cash dividends
amounting to SR 1.10 per share aggregating to SR 22,000,000 and was paid on 20 January 2021.
The dividends were approved by the General Assembly on 14 Shawwal 1442H (corresponding to
26 May 2021). On 27 Dhu'l-Qi'dah 1442H (corresponding to 7 July 2021), the Board of Directors
of the Group has resolved to distribute cash dividends amounting to SR 1 per share aggregating
to SR 25,000,000 and was paid on 15 September 2021.

EMPLOYEE BENEFITS

The Group has a post-employment defined benefit plan. The benefits are required by Saudi Labor
Law. These benefits are based on employees’ final salaries and allowances and their cumulative
years of service, as stated in the laws of Saudi Arabia. The following table summarizes the
components of the net benefit expense recognized in the statement of profit or loss and other
comprehensive income and amounts recognized in the statement of financial position.

At 31 December 2022, the weighted average duration of the defined benefit obligation was 5
years (2021: 7 years).

The following table represents the movement in the defined benefit obligations for the year:

31 December 31 December
2022 2021
SR SR
Balance at 1 January 22,575,107 20,123,942
Included in profit or loss
Current service cost 6,551,556 5,885,662
Interest cost 451,455 321,760
7,003,011 6,207,422
Included in OCI
Re-measurements:
Change in demographic assumption -
Change in financial assumption (4,532,699) (636,138)
Experience loss 1,956,742 909,799
(2,575,957) 273,661
Other
Benefit paid (4,110,401) (4,029,918)
Balance at 31 December 22,891,760 22,575,107

Significant actuarial assumptions
The significant actuarial assumptions used in the computation is shown below:

31 December 31 December
2022 2021
SR SR
Discount rate 4.95% 2.00%
Salary growth rate
Full time employees 4% 4%
Contractual employees 0% 0%
Withdrawal rate 5% to 25% 5% to 25%
. 55 to 60 55 to 60
Retirement age
years Years
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18.

19.

20.

EMPLOYEE BENEFITS (CONTINUED)

Sensitivity analysis

Reasonably possible changes at the reporting date to one of the relevant actuarial assumptions,
holding other assumptions constant, would have affected the defined benefit obligation by the
amounts shown below.

31 December 31 December

2022 2021

SR SR

. 1% increase (1,376,196) (1,451,623)

Discount rate 1% decrease 1,162,985 1,664,146

Salary erowth rate 1% increase 1,165,629 1,617,886

e 1% decrease (1,400,775) (1,442,890)

. 20% increase (522,332) (776,716)

e 20% decrease 172,312 906,727
CONTRACT LIABILITIES

The contract liabilities relate to advance consideration billed/received, for which revenue is
recognized on satisfaction of performance obligations which is generally over one to four years.

31 December 31 December

2022 2021

SR SR

Contract liabilities- non-current 9,986,647 24,495,304
Contract liabilities- current 322,614,569 123,499,301

332,601,216 147,994,605

The amount of SR 89,688,733 included in contract liabilities at 31 December 2021 has been
recognised as revenue in 2022 (2021: 81,810,991).

The movement during the year is as follows:
31 December 31 December

2022 2021

SR SR

Opening balance 147,994,605 171,813,405

Additions 729,933,967 312,361,862

Utilization (545,327,356) (336,180,662)

Closing balance 332,601,216 147,994,605

LEASE LIABILITIES

The Group leases certain office premises, which typically run for a period of 5 to 10 years, with

an option to renew the lease after that date. Information about leases for which the Group is a
lessee is presented below.

31 December 31 December

2022 2021

SR SR

As at 1 January 647,566 917,453

Interest expense 26,864 40,613

Payments (285,500) (310,500)

388,930 647,566
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20.

21.

LEASE LIABILITIES (CONTINUED)

Lease liabilities as at year end are as follows:

31 December 31 December
2022 2021
SR SR
Lease liability— non-current portion 90,844 368,055
Lease liability —current-portion* (note 22) 298,086 279,511
388,930 647,566
* current portion of lease liabilities is included under trade and other payables.
Right-of-use assets
31 December 31 December
2022 2021
SR SR
At 1 January 690,725 959,566
Depreciation charge for the year (268,842) (268,841)
421,883 690,725
Amounts recognised in statement profit or loss and
other comprehensive income:
31 December 31 December
2022 2021
SR SR
Depreciation 268,842 268,841
Interest expense on lease liabilities 26,864 40,613
295,706 309,454

LOANS AND BORROWINGS

The Group has obtained loans from various local commercial banks and other financial
institutions to meet the working capital requirements. These loans are subject to certain financial
covenants and are secured by promissory notes and assignment of certain contract proceeds and
carry commission charges at prevailing market commission rates. Certain covenants breaches are
noted as at 31 December 2022, during the year end the respective banks have issued the waivers

on default of Covenants.

31 December 31 December
2022 2021
SR SR
Murabaha facilities 353,451,097 348,361,798
Conventional facilities 17,491,812 22,392,014
370,942,909 370,753,812

Movements in loans and borrowings are shown below:
31 December 31 December
2022 2021
SR SR
Opening balance 370,753,812 371,942,139
Additions during the year 905,673,031 787,537,111
Repayment made during the year (905,483,934) (788,725,438)
Closing balance 370,942,909 370,753,812
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22,

23.

24.

TRADE AND OTHER PAYABLES
31 December 31 December
2022 2021
SR SR
Trade payables 368,843,373 225,961,118
Amounts due to related parties (note 31) 6,726,989 16,113,766
Accrued salaries and other employee costs 10,493,870 9,590,945
Accrued expenses 114,395,116 12,364,151
Other payables 980,274 471,572
Lease liabilities, current 298,086 279,511
501,737,708 264,781,063
OTHER LIABILITIES
31 December 31 December
2022 2021
SR SR
Value added tax, net - 2,909,096
Withholding tax payable 682,753 1,272,441
682,753 4,181,537
REVENUE

The Group revenue is derived from contracts with customers:

Disaggregation of revenue

Set out below is the disaggregation of Group’s revenue from contracts by type of goods or
services, timing of revenue recognition, type of customers and types of principals or agent:

Timing of revenue recognition 31 December 31 December
2022 2021

SR SR
Product transferred at a point in time 168,892,798 302,165,078
Services transferred overtime 620,729,191 336,658,750
789,621,989 638,823,828

31 December 31 December

2022 2021

SR SR

Type of customers

Government & government - controlled entities 576,109,224 459,537,485
Private 213,512,765 179,286,343
789,621,989 638,823,828
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25.

26.

217.

REVENUE (CONTINUED)
31 December 31 December
2022 2021
SR SR
Product or service
Equipment and hardware 83,270,276 201,846,791
Software licenses 20,154,258 100,318,287
Maintenance services 686,197,455 336,658,750
789,621,989 638,823,828
31 December 31 December
2022 2021
SR SR
Revenue, type principal or agent
Revenue derives from principal 702,545,601 554,208,334
Revenue derives from agent 87,076,388 84,615,494
789,621,989 638,823,828
COST OF SALES
31 December 31 December
2022 2021
SR SR
Equipment and software cost 381,139,715 209,453,050
Service and support cost 94,667,965 151,755,039
Manpower cost 111,040,169 110,900,594
586,847,849 472,108,683
GENERAL AND ADMINISTRATION EXPENSES
31 December 31 December
2022 2021
SR SR
Employees’ costs 62,195,073 49,209,486
Office supplies 9,496,283 1,055,634
Professional fees 6,446,905 2,725,422
Travel expenses 1,221,828 1,066,108
Depreciation on property and equipment (note 6) 3,663,863 3,093,987
Amortization on intangible assets (note 7) 1,266,349 793,300
Postage and communication 870,335 931,978
Others 1,617,525 1,944,605
86,778,161 60,820,520
SELLING AND MARKETING EXPENSES
31 December 31 December
2022 2021
SR SR
Employees’ cost 9,662,523 8,466,737
Advertising and sales promotion 2,855,598 1,693,039
12,518,121 10,159,776
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28.

29.

30.

FINANCE COSTS

Finance costs on short-term loans

Finance costs on letters of credit and guarantee
Bank charges

Others

ZAKAT

31 December 31 December
2022 2021

SR SR
17,842,178 14,487,466
4,457,836 2,957,497
1,225,381 954,837
26,863 512,199
23,552,258 18,911,999

The Zakat charge of the year consist of current year provision amounting to SR 9,600,000

(2021:SR 8,400,805) and is based on the following:

Shareholders’ equity, beginning

Opening provisions and other adjustments
Book value of long-term assets

Zakat base

Zakat prior to net adjusted profit

Income for the year
Zakat on adjusted net profit

Movements in Zakat provision during the year

Balance at 1 January

Charged for the year
Paid during the year

31 December 31 December
2022 2021

SR SR
272,659,221 280,287,638
61,549,171 38,590,898
(74,011,038) (55,253,202)
260,197,354 263,625,334
6,707,367 6,796,261
107,224,794 64,181,756
2,892,633 1,604,544
9,600,000 8,400,805

31 December 31 December
2022 2021

SR SR
7,451,026 8,314,217
9,600,000 8,400,805
(8,403,775) (9,263,996)
8,647,251 7,451,026

The Company has finalized its Zakat and withholding tax assessment with the ZATCA up to year
2016 and obtained the final Zakat and withholding tax certificate. The Company has filed the
Zakat returns for the years 2017 to 2021 and withholding tax returns for the years 2017 to 2021,

which are under review by ZATCA.

EARNINGS PER SHARE

Basic earnings per share is calculated based on the weighted average number of outstanding
shares during the year. Diluted earnings per share is calculated by adjusting the basic earnings per
share for the weighted average number of additional ordinary shares that would have been
outstanding assuming the conversion of all diluted potential ordinary shares.
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30.

31.

EARNINGS PER SHARE (CONTINUED)
There has been no item of dilution affecting the weighted average number of ordinary shares.
2022 2021
SR SR
Net income for the year 95,863,760 56,479,749
We1ghtqd average numbqr of oerary shares used as the 30,000,000 30,000,000
denominator in calculating basic and diluted earnings per share
Basic and diluted earnings per share 3.20 1.88
The weighted average number of ordinary shares used as a denominator in calculating basic and
diluted EPS for 31 December 2021 has been adjusted on account of the bonus share issued on 28
June 2022.
RELATED PARTY TRANSACTIONS AND BALANCES
During the year ended 31 December 2022, the Group transacted with its related parties. The terms
of those transactions are approved by management/Board of Directors in the ordinary course of
business. The transactions during the year are as follows:
31 December 31 December
2022 2021
Transaction with shareholders SR SR
Dividends paid 61,000,000 47,000,000
Transaction with Associate
Edarat Telecommunication and Information Technology Company
Revenue 1,450,378 2,649,742
Purchases 33,211,368 4,526,571
Transactions with entities having common shareholders
Purchases
ESRI Saudi Arabia Limited Company 3,134,555 10,078,849
Emaar Executives for Information Technology 4,604,057 22,800,372
Electronic Maps Trading Company 756,178 2,920,574
Revenue
Emaar Executives for Information Technology 899,368 1,276,533
The remuneration of key management personnel for the year are as follows:
31 December 31 December
2022 2021
SR SR
Salaries and short-term benefits 11,928,726 9,792,915
Employee benefits 398,193 340,685

12,326,919 10,133,600

Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the entity, directly or indirectly, including any director
(whether executive or otherwise) of that entity.
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32,

RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

The following balances were outstanding with related parties at the reporting date:

31 December 31 December

2022 2021
SR SR

Due from related parties: (note 10)
Electronic Maps Trading Company 233,939 4,316,897
Emaar Executives for Information Technology 979,430 -
Edarat Telecommunication and Information Technology

- 665,804
Company

1,213,369 4,982,701

Due to related parties: (note 22)

ESRI Saudi Arabia Limited Company 21,563 8,375,207
Emaar Executives for Information Technology 453,244 5,444,530
Edarat Telecommunication and Information Technology 6,252,182 i
Company

Electronic Maps Trading Company - 2,294,029

6,726,989 16,113,766

FINANCIAL INSTRUMENTS — FAIR VALUES AND RISK MANAGEMENT

Accounting classification and fair values

The following table shows fair values which is equal to the carrying value of the financial assets
and financial liabilities.

31 December 31 December

2022 2021
Carrying value Note SR SR
Financial assets at amortized cost
Trade receivables, net 10 495,464,639 378,805,747
Amounts due from related parties 31 1,213,369 4,982,701
Margin on letters of credit and guarantee 11 6,699,334 13,038,113
Cash and cash equivalents 13 152,283,200 21,563,199

655,660,542 418,389,760

Financial liabilities at amortized cost

Loans and borrowings 21 370,942,909 370,753,812
Amount due to related parties 31 6,726,989 16,113,766
Trade and other payables 22 484,218,763 238,796,841

861,888,661 625,664,419

Financial risk and capital management
The Group has exposure to the following risk arising from financial instruments:

o Credit risk

e Liquidity risk

e Market risk
o Interest rate risk
o Currency risk

Risk management framework
The Group’s board of directors has overall responsibility for the establishment and oversight of

the Group’s risk management framework. The board of directors has established the risk
management committee, which is responsible for developing and monitoring the Group’s risk
management policies. The committee reports regularly to the board of directors on its activities.
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32,

)

FINANCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT
(CONTINUED)

Financial risk and capital management (continued)

Risk management framework (continued)

The Group’s board of directors has overall responsibility for the establishment and oversight of
the Group’s risk management framework. The board of directors has established the risk
management committee, which is responsible for developing and monitoring the Group’s risk
management policies. The committee reports regularly to the board of directors on its activities.

The Group’s risk management policies are established to identify and analyse the risk faced by
the Group, 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 Group’s activities. The Group, through its training and management standards
and procedures, aims to maintain a disciplined and constructive control environment in which all
employees understand their roles and obligations.

The Group’s Audit Committee oversees how management monitors compliance with the Group’s
risk management policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risk faced by the Group. The Audit Committee is assisted in its
oversight role by Internal audit. Internal audit undertakes both regular and ad hoc reviews of risk
management controls and procedures, the results of which are reported to the Audit Committee.

Credit risk

The Group manages exposure to credit risk, which is the risk that one party to a financial
instrument will fail to discharge an obligation and cause the other party to incur a financial loss.
Credit exposures arise principally from Group’s trade receivables, contract assets and balances
with banks.

The Group attempts to control credit risk by monitoring credit exposures, limiting transactions
with specific counter-parties, and continually assessing the creditworthiness of counter-parties.

Below areas with maximum exposure to credit risk for the components of the statement of
financial position.

Credit risk related to time deposit and cash deposit

Credit risk from balances with banks and financial institutions is managed in accordance with the
Group’s policy. Cash is substantially placed with national banks with sound credit ratings. The
Group does not consider itself exposed to a concentration of credit risk with respect to banks due
to their strong financial background.

The Group uses an allowance matrix to measure the ECLs of trade receivables and contract assets
from governments, semi government and private customers.

Loss rates are calculated using a roll rate method based on the probability of a receivable
progressing through successive stages of delinquency to write-off. Roll rates are calculated
separately for exposures in different segments based on the following common credit risk
characteristics- governments and private.
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FINANCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT
(CONTINUED)

Financial risk and capital management (continued)

Trade receivables and contract assets
Trade receivables and contract assets consist of a large number of customers. Ongoing credit
evaluation is performed on the financial condition of trade receivables and contract assets.

Amounts due from related parties

An impairment analysis is performed at each reporting date on an individual basis for all related
parties. The maximum exposure to credit risk at the reporting date is the carrying value of the
amounts due from related parties (note 31). The Group does not hold collateral as a security. This
assessment is undertaken each financial year through examining the financial position of the
related parties and the market in which the related parties operates. The Group evaluates the risk
with respect to amounts due from related parties as minimal.

ECL assessment for trade receivables and contract assets

The Group applies the IFRS 9 simplified approach to measuring expected credit losses which uses
a lifetime expected loss allowance for all financial assets measured at amortized cost and contract
assets.

The key inputs into the measurement of ECL are the following variables:

=  Probability of default (PD) using statistical model
= GDP of KSA, as a macroeconomic variable to adjust the historic loss rate

Trade receivables
The following table provides information about the exposure to credit risk and calculated ECLs
using simplified approach for trade receivables for private customers.

As at 31 December 2022 As at 31 December 2021
Weighted Gross Weighted Gross

average carrying Impairment average carrying  Impairment

loss rate amount allowance loss rate amount allowance

Current not due 3% 10,453,746 270,930 5% 28,554,913 1,404,399
0-1 year past due 5% 72,915,757 3,896,697 13% 39,386,357 5,002,151
1-2 year past due 31% 20,217,664 6,363,601 42% 7,173,061 2,988,753
2-3 year past due 63% 5,560,876 3,498,150 100% 5,913,777 5,913,777
Credit impaired 100% 8,651,519 8,651,519 100% 4,650,952 4,650,952
117,799,562 22,680,897 85,679,060 19,960,032

Trade receivables from government and government - controlled entities is SR 406,906,907
(2021: SR 326,689,764) and allowance for credit loss is calculated using general approach SR
274,532 (2021: SR 356,247).

External Weighted Gross Impairment
credit average carrying loss Credit
rating loss rate amount allowance impaired
31 December 2022
Grades 1-6: Low risk Al 0.07% 406,906,907 274,532 5,073,032
31 December 2021
Grades 1-6: Low risk Al 0.11% 326,689,763 356,247 8,264,096
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FINANCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT
(CONTINUED)

Financial risk and capital management (continued)

Contract assets
The following table provides information about the exposure to credit risk and calculated ECLs
using simplified approach for contract assets for private customers as at 31 December 2022.

Weighted Gross Impairment
average loss carrying loss Credit
rate amount allowance impaired
31 December 2022 3% 155,621,439 4,672,795 1,646,411
31 December 2021 5% 227,598,153 10,689,162 724,366

Contract assets from government and government - controlled entities is SR 507,755,210 (2021:
353,370,446) and allowance for credit loss is calculated using general approach SR 336,642
(2021: SR 363,340).

External Weighted Gross Impairment

credit average carrying loss Credit

rating loss rate amount allowance impaired
31 December 2022
Grades 1-6: Low risk Al 0.41% 507,755,210 2,086,642 4,678,940
31 December 2021
Grades 1-6: Low risk Al 0.10% 353,370,446 363,340 1,448,384
Market risk

Market risk is the risk that changes in market prices, such as currency rates and commission rates
that will affect the Group’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimizing the return.

Currency risk

Currency risk is the risk that the value of financial instruments will fluctuate due to changes in
foreign exchange rates. The Group did not have any significant foreign currency denominated
monetary assets or liabilities at the reporting date for which it was exposed to foreign currency
fluctuations. Consequently, no foreign currency sensitivity analysis has been presented.

Interest rate risk

Interest rate risk is the risk that the value of financial instruments will fluctuate due to changes in
the market commission rates. The Group has no significant commission bearing assets, but has
commission bearing liabilities at 31 December 2022 and 31 December 2021. The Group manages
its exposure to commission rate risk by continuously monitoring movements in commission rates.

Sensitivity analysis for variable rate financial instruments

The following table demonstrates the sensitivity of the Group to a reasonably possible change,
with all other variables held constant, of the Group Income before Zakat (through the impact on
floating rate borrowings) for the year ended 31 December:

31 December 31 December

2022 2021
Floating rate SR SR
Increase by 50 base points 1,811,523 524,610
Decrease by 50 base points (1,811,523) (524,610)
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FINANCIAL INSTRUMENTS -
(CONTINUED)

FAIR VALUES AND RISK MANAGEMENT

Financial risk and capital management (continued)

The sensitivity analysis has been determined based on the exposure to commission rates for non-
derivative instruments at the end of the reporting period. For floating rate liabilities, the analysis
is prepared assuming the amount of the liability outstanding at the end of the reporting period was
outstanding for the whole period. A 50-basis point increase or decrease is used when reporting
commission rate risk internally to key management personnel and represents management’s
assessment of the reasonably possible change in commission rates.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial asset.
The Group’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.
The management believes that the Group is not exposed to significant risks in relation to liquidity
and maintains different lines of credit. Upon careful comparison of the financial liabilities
included within the current liabilities with the financial assets forming part of the current assets,
there seems to be a reasonably hedging position between the two categories.

Exposure to liquidity risk
The table below summarizes the maturity profile of the Group’s financial liabilities based on
contractual undiscounted payments:

Carrying Within 3 4t06 Over 6
As on 31 December 2022 amount Total months months months
Loans and borrowings 370,942,909 370,942,909 186,991,268 167,552,737 16,398,904
Trade and other payables* 490,945,752 490,945,752 171,974,149 293,321,297 25,650,306
Other liabilities 682,753 682,753 682,753 - -
862,571,414 862,571,414 359,648,170 460,874,034 42,049,210
Carrying Within 3 4t06 Over 6
As on 31 December 2021 amount Total months months months
Loans and borrowings 370,753,812 370,753,812 41,078,811 251,175,676 78,499,325
Trade and other payables* 254,910,607 254,910,607 198,757,599 34,551,129 21,601,879
Other liabilities 4,181,537 4,181,537 4,181,537 - -
629,845,956 629,845,956 244,017,947 285,726,805 100,101,204

* excluding lease liability and accrued salaries and other employee costs as disclosed separately
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FINANCIAL INSTRUMENTS - FAIR VALUES AND RISK MANAGEMENT
(CONTINUED)

Capital management

The primary objective of the Group’s capital management is to ensure that it maintains healthy
capital ratios in order to support its business and maximize shareholder value. The Group manages
its capital structure and makes adjustments to it in light of changes in economic conditions and
the requirements of the financial covenants. To maintain or adjust the capital structure, the Group
may adjust the dividend payment to shareholders, return capital to shareholders or issue new
shares.

The board of directors seeks to maintain a balance between the higher returns that might be
possible with higher levels of borrowing and the advantages and security afforded by a sound
capital position. The Group’s target is to achieve a return on capital above 24%; in 2022 the return
was 28% (2021: 25%). The weighted-average interest expense on interest-bearing borrowings
was 6.04% (2021: 4.2%).

The Group monitors capital using a gearing ratio, which is net debt divided by total capital plus
net debt.

The Group includes within net debt: short-term loans, trade and other liabilities less cash and cash
equivalents.

31 December 31 December

2022 2021

SR SR

Loans and borrowings 370,942,909 370,753,812
Trade and other payables 501,737,708 264,781,063
Less: Cash and cash equivalents (152,283,200) (21,563,199)
Net Debt 720,397,417 613,971,676
Shareholders’ equity 371,098,938 333,659,221
Shareholders’ equity and net debt 1,091,496,355 947,630,897
Gearing ratio 66% 54%

In order to achieve this overall objective, the Group’s capital management, amongst other things,
aims to ensure that it meets financial covenants attached to the borrowings that define capital
structure requirements. Breaches in meeting the financial covenants may lead to call-back of
facilities. The Group did not comply with certain loan covenants during the year. However, the
Group was able to obtain waiver letters from the respective banks in this regard. No changes were
made in the objectives, policies or processes for managing capital during the years ended 31
December 2022 and 31 December 2021.

SEGMENT INFORMATION

The Group operates solely in KSA and has no geographical segment. For management purposes,
the Group is organized into business units based on service provided and has the following
reportable segments:

Business Service Management Unit

Business Service Management unit provides software in areas of business service management,
data center monitoring and optimization, in addition to contract center related solutions, as per
requirements.
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SEGMENT INFORMATION (CONTINUED)

Solutions Unit

Solutions is a business unit that plan, design, establish and equip modern geographic information
system (“GIS”) centers, providing business with necessary infrastructure. It aids in building
geographic data, training client teams, configuring GIS tools and building end-user applications.

Systems Unit
The system unit provides technological and business expertise to turn possibilities into real
business solutions.

Information Technology Security Unit

Information technology Security provides a broad portfolio of industry-best solutions, which help
customers develop, deploy, fulfil and maintain optimum security. It is a unit that meets all
customer requirements for their information security cycle.

Networking Unit

The business unit’s main responsibility is to build efficient and cost effective networks and
communication solutions based on technologies from various leading Information
Communication Technology (“ICT”).

Operation and Maintenance Unit

Operation and Maintenance Unit is the Management Operation and Maintenance Project Unit that
apply project management support for tasks where the application of knowledge, skills, and
techniques to successfully implement IT infrastructure is necessary.

Data Center Unit

The Data center division is mainly involved in designing, development, execution (on a turnkey
basis) and operations of data centers.

50



IS

Je¥ 7 310J3q AWOdIU]

oNUAAI JUITY
AnuoAdI Jedrourrg
oNU2A24 JU23D A0 [Pd1dULLg

AL
SOIIJUD PI[ONUOD
- JUOUWIUIIAOS 29 JUSWIUIOAOD)
s12wmo03snd Jo addf
Jun
JO I89A JOA0 SAIIAIDS JO E.mm
uwmn ur jurod je spoo3 jo 9[es
aNuaaa4 fo sSunul]
INUIAIY

7207 12qUII( [€ PIPUD 8L dY) 10

09L€9H'SOT OLTPSETT 987°S€69 €61°LS6°LT 8TL0SSTT 618S¥6'8 091°v1Z°6 990°€LL'T 6E0°EEL YT
88€°9L0°L8 - - 16S°SH6‘y LY SHSTI SERVETVI W6'TIE9 994665 1T 780°8T1°8T
109°SHS‘T0L - SPE99S VL PLO'TT6TIT PT6°107°€81 00L‘ST9°0¥ 708°s88°98 866°S00°PT 8SL LEE'ST
S9LTISEIT - SPE99S0F 1 1L6°SLT SSI197S°9¢ 9L5°559°9 LOE688‘S 6€TSYS9I TLI'PSOL
YTT601°9LS - - $69°16591¢ 0P ITS8ST 6S6‘V0T'8Y 8EY6IE LS STT°090°6T 899°11#°9€
161°67L°079 - SPE99S‘0b T L66°T97‘861 976 TEI'SHI P6I‘9ET‘TE S09°69€° 1L 0S9°T€T'8T PLY 67091
86L°768891 - - 89900981 69V 16°6v OvEPTL'ET OPI‘6€8°1T PIS‘ELELT LIE9EY LT
TP P6S LET'T 8€9°6HS°9 779°9L9°86€ $9€°97€°991 19TV 80T SE0°6TTTTI ISS‘LTS'SOT PEP6T9€ST S8E‘6ET9IL
6LE€69°809°T 766°8TTIET 858°668°691 09€°0€S°S9T PIS'SPSvee €0TTHY‘EHT 079°TLOE6T STI'6EVPTT PIL'SPEIPT
moog Suiann Jiup) Jun ) nun ) jun )
Sunumwa. 121U 2ouDUIUIDIM SupyLoMIoN A314n22s Suapsdg suonpnjos JUWISPUD UL
JUIWM SIS g pun d3ojouyoay 2014498
-uoN uonyntadp uoynwiofuy ssauisng
SHUd WIS

SonINIqel| [e10 L,
$19SSE [8)0 [

7707 19qudIAQ 1€ I SV

:MO[3q papraoid st sjuat3as asay} Jo suonerddo WOl UOTIBWLIOJUL JUSWFIS YT,

"SQIIALIOR

s.dnoiny oy Jo 10dsax ur S10303.1Ip JO preoq Aq paroidde usaq dAeYy SIUAWSZAS ssaursng ‘ssa001d unaodar feurajur s, dnoin) dY3 YIIM JUISISUO)) “JUIWISSISSE
douewIo)Iod pue UONEBIO[[B 90INOSAI INOQe Suolsodp Junyew Joy Ajeredos sjuowSos Sunerado gy Jo synsal [euonerddo Y3 SIONUOW JUSWISBURIA

(AANNILNOD) NOLLVINIOANI INAWOIS

€t

7207 10qUIddd(] [ € PIpUL I8aK 9y} 10,]

SINHINALV.LS TVIONVNIA d4LVAI'TOSNOD HHL OL SHLON

(Auedwio) 3001S JUI0( IpNES V)
ANVJINOD SIWHLSAS NOILVINHOANI d4VININVOIN TV



(49

7SS°088%9 €IL€06°T €8C°€6€91 Y8TLILTI 0T1°€6¥°9 €20°€€9°S 0€8°Tre’l 10€°L6€°0C Jeq®Z 910)9q dwodu]
v6v'S19°78 - 91€£°€6C°9 6€7°007°9 9L9'Yr6°T1 TI8°L6Y 01 780°601°61 691°0LE°6T ANUIAAI JUSTY
vEEBOTYSS - POrpSS IVl L8TYTTT61 09L°666 7€ SO°€Z0'811 EPLLLS ST 0€0°6T8°8¢€ anuaAdI [edioutig

oNU2A24 JUI3D L0 [DA1OULIJ

€VE98T6L1 - SYv Th OvLTOT 8L SLI0ESTI £60°6£9°6C 876°€69°9 096°L89°1S SeALId

¢ ¢ _ ¢ ¢ ¢ < < 3 ¢ < 3 < < ¢ wOﬁ:HCO —UD:OH—EOO
S8V LES 65 VILBEY LY 986 1€€°0C1 OTYIv se 0LL 18886 Y16°656 0¥ 6€C 11591 - JUSWILIOAOS 79 JUSWIULIOAOD)

s1out03s19 fo adAf
13 3 - 3 13 3 3 3 3 3 3 3 3 3 3 OEMH
0SL°8599¢¢ SPSOCT LET 1LS066 €L YECTYL 8T SYL 1Ty Ov 89L°188°LE L8V 16V 81 JO 189K JOAO SIIIAIDS JO O[ES

8L0°S91°20€ - v€6°91L°01 v8ET8YSTI vEL'SET61 811°660°88 VL9TLL'6 v€C956°8Y awm ur yutod ye spoog Jo oes
N4 fo sSunut]

ANUIAIY
12027 12quIddd( [€ PIPUD T8I dy) 10

S0T'S01°818 €YT'8ST Y6 #09°LSE°991 S€6°879°691 122°0TTLO1 €87 701°0ST #0000t 76 SIL'STTI9¢ sonIIqel| )0 L
9TYYILIST T LE] SYLTOT 060°66T°TCI '9T°€SL 96T 659°66€°0¢1 166°9€6°80C  €01°CIT1°SST S8V LLY'SET $)asse [e)0 ],

1T70T 1PqURR( [€ e SY

mwog Swian ) ) nun ) jun )
Surumwa. 2ouDUIUIDIM SupyLoMIaN A314n22s Sua3sAg suonpnjos WSV UNIU
UM SIS pun d3ojouyo2y 2014498
-uoN uonyntadp uonnuiiofuy ssauisng
SJUdWZAS

(TANNLLNOD) NOLLVINMOANI INANDAS €€

7207 I2qUIdd( 1€ PIpUL Ieak o) 10
SINHWALVLS TVIONVNIA d4LVAI'TOSNOD dHL OL SALON
(Auedwio) 3001S JUI0( IpNES V)

ANVJINOD SIWHLSAS NOILVINHOANI d4VININVOIN TV



AL MOAMMAR INFORMATION SYSTEMS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

34.

3s.

COMMITMENTS AND CONTINGENT LIABILITIES
The Group had the following contingent liabilities as at the reporting date:
Contingent liabilities

31 December 31 December

2022 2021

SR SR

Letters of credit 428,451,181 62,128,383
Letter of guarantees 390,852,882 209,658,673

SUBSEQUENT EVENT

On 10 January 2023 corresponding to 17 Jumada-II 1444H, the Board of Directors of the Group
resolved to distribute cash dividends amounting to SR 1.2 per share aggregating to SR 36 million.

The new Companies Law issued through Royal Decree M/132 on 1/12/1443H (corresponding to 30
June 2022) (hereinafter referred as "the Law”) came into force on 26/6/1444 H (corresponding to 19
January 2023). For certain provisions of the Law, full compliance is expected not later than two years
from 26/6/1444H (corresponding to 19 January 2023). The management is in process of assessing
the impact of the New Companies Law and will amend its Articles of Association/By-Laws for any
changes to align the Articles to the provisions of the Law. Consequently, the Company shall present
the amended Articles of Association/By-Laws to the shareholders in their Extraordinary/Annual
General Assembly meeting for their ratification.

Except as mentioned above, no other event has occurred subsequent to the reporting date and

including the date of the approval of the consolidated financial statements which requires adjustment
to, or disclosures, in these consolidated financial statements.
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