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Independent Auditor’s Report

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

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Al-Sharqgiyah Development Company — a Saudi Joint Stock
Company (“the Company”), which comprise the statement of financial position as at December 31, 2022, the
statement of profit or loss and other comprehensive income, the statement of changes in equity and the
statement of cash flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2022, and its financial performance and its cash flows for the year
then ended in accordance with the International Financial Reporting Standard (“IFRS”) that are endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements issued by the Saudi Organization for
Chartered and Professional Accountants (“SOCPA™).

Basis for Opinion

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

Material Uncertainty Related to Going Concern

We draw attention to note 1 of the accompanying financial statements, which indicates that the Company has
incurred net losses for the year ended December 31,2022 by SR 3 million. Additionally, the current liabilities
have exceeded the current assets by SR 44 million, as well as, the net cash used from operation activities SR 4
million, while the company did not start its planned activities until to date in accordance with its strategic and
operational plans and to support its future activities. These events and conditions, along with other matters set
forth in Note 1, indicates that a material uncertainty exists that may cast significant doubt on the Company’s
ability to continue as a going concern. Based on the approved business plan by the Board of Directors of the
company, and the approval of the Capital Market Authority on the recommendation of the Board of Directors
of the company to increase the capital and the invitation of the Board of Directors of the company to the
shareholders of the company to vote on the capital increase, the Company’s management has reasonable
expectations that the Company has the ability to continue as a going concern for the foreseeable future.
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Auditor’s Report
To the Shareholders of Al-Shargivah Development Company (continued)

Emphasis of Matter

We draw attention to note 19 of the accompanying financial statements, in respect to the government grant”
agriculture lands”, that on the date of August 2,2022, the Company has received the Ministry of Environment
Water & Agriculture decision issued on June 30,2022, which included that the deed cannot be issued in the
name of the Company. however, the Company can benefit from the land until the Saudi Aramco Company
realizes its actual needs, accordingly, the Company has reclassified the government grants within the
intangible assets (government grants) instead of classifying within the property, plant, and equipment
according to the obtaining of the agriculture land utilization right until the Saudi Aramco Company realizes its
actual needs, or in case of the seizure of the land or a part of it. Management could not identify the useful life
for the agriculture land utilization.

Our opinion is not modified in respect of those matters,

Key Audit matters

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

The key audit matter How the matter was addressed in our audit
Going concern
(Refer to note | of these financial statements

related to its ' disclosures)

We performed the following procedures, among

The Company has incurred a net loss of SR 3 million,
others:

for the year ended 31 December 2022, Also, the

Company's current liabilities exceeded its current
assets which resulted a deficiency in the working share
capital by Saudi Riyals 44 million.

The management is actively working to evaluate the
deficiency at the Company’s working share capital,
and already take some procedures to fix the expected
cash flows by obtaining the Capital Market Authority’
approval for capital increase through issuing the
priority rights shares for the shareholders by SR 225
million.

Accordingly, the financial statements have been
prepared on a going concern basis.

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

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

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

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

- Inspected documentation relating to banks credit
facilities and management assessment of compliance
with loans covenant; and
- Assessed the adequacy of the Company’s disclosures
in respect to the preparation of the financial statements
on a going concern basis.

Other Matters

The financial statements of the Company for the year ended 31 December 2021 were audited by another
auditor which has expressed an unmodified opinion on those financial statements dated 26 Shaban 1443H
(corresponding to 29 March 2022).
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Auditor’s Report
To the Shareholders of Al-Sharqgiyah Development Company (continued)

Other Information

Management is responsible for the other information in its annual report. Other information consists of the
information included in the Company's 2022 annual report, other than the financial statements and our
auditor’s report thereon, we expect to obtain it after the date of our audit report.

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

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

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

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

- Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control.
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Auditor’s Report
To the Shareholders of Al-Sharqiyvah Development Company (continued)

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

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

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

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

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

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

For Ai-Khar_ashi Co.

Abdullah Al-Misned | CR:1010327044:0 o0 |
License No. (456) | Certified Accountants |

| . i
Riyadh: ——l

Ramadan 8,1444H
March 30, 2023G
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AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

STATEMENT OF FINANCIAL POSITION

As at 31 DECEMBER 2022

(All amounts expressed in Saudi Riyals unless otherwise stated)

As at
31 December 31 December
Note 2022 2021

Assets

Non-Current Assets

Property, plant and equipment, net 6 11,115,482 11,749,997

Intangible assets, government grant 7 171,307,811 171,307,811

Investments at fair value through other comprehensive income 8 1,425,600 1,425,600

Total non-current assets 183,848,893 184,483,408

Current assets

Trade receivables, prepayments, and other receivables 9 316,907 84,103

Cash and cash equivalents 10 408,906 272,618

Total Current Assets 725,813 356,721

Total Assets 184,574,706 184,840,129

Equity and liabilities

Equity

Share capital 11 75,000,000 75,000,000

Statutory reserve 12 3,276,667 3,276,667

Retained earnings 60,911,933 64,390,090

Total Equity 139,188,600 142,666,757

Liabilities

Non-Current Liabilities

Employee Benefits Obligations 13 506,075 168,024

Total Non-Current Liabilities 506,075 168,024

Current Liabilities

Trade and other payables 14 10,261,094 11,832,979

Due to related parties 15 515,863 2,818,118

Short term loan 16 16,748,823 10,000,000

Accrued dividends 17 1,359,072 1,359,072
| Provision for zakat 18 15,995,179 15,995,179

Total Current Liabilities 44,880,031 42,005,348

Total Liabilities 45,386,106 42,173,372

Total Equity and Liabilities 184,574,706 184,840,129

o
P i
. ”)
( ” ~7 1
Chief Pigancial Officer Chief Executive Officer

The accompanying notes from 1 to 27 form an integral part of these financial statements.



AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2022

(All amounts expressed in Saudi Riyals unless otherwise stated)

For The year ended 31 December

Note 2022 2021

Revenue = .
Cost of revenue - -
Gross Profit - -
General and administrative expenses 20 (3,111,952) (4,781,131)
Operating Loss (3,111,952) (4,781,131)
Finance cost 16 (653,643) (350,141)
Dividends from Investments at fair value through

other comprehensive income d 300,000 200,000
Other income 21 268,560 650,241
Loss Before Zakat (3,197,035) (4,181,031)
Zakat 18 - 3,943,670
Loss for the year (3,197,035) (237,361)
Other comprehensive income
Items that will not be subsequently reclassified to
profit or loss:
Loss on measurement of employees’ benefits plan 13 (281,122) (100,427)
Total comprehensive loss for the year (3,478,157) (337,788)
Loss per share attributable to the shareholders
Basic and diluted 22 (0.43) (0.04)

) ,..}-,__/g’
CMONC&' Chief Executive bﬁ'lcer

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




AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2022
(All amounts expressed in Saudi Riyals unless otherwise stated)

Balance as at | January 2021
Loss for the year

| Other comprehensive loss
Balance at 31 December 2021

Balance as at 1 January 2022
Loss for the year
Other comprehensive loss

Balance at 31 December 2022

Share Retained

capital Statutory reserve earnings Total

75,000,000 3,276,667 64,727,878 143,004,545
« - (237,361) (237,361)
- - (100,427) (100,427)

75,000,000 3,276,667 64,390,090 142,666,757

75,000,000 3,276,667 64,390,090 142,666,757
- - (3,197,035) (3,197,035)
" - (281,122) (281,122)

75,000,000 3,276,667 60,911,933 139,188,600

The accompanying notes from 1 to 27 form an integral part of these financial statements.

Chief Executive Officer



AL-SHARQIYAH DEVELOPMENT COMPANY
(A Saudi Joint Stock Company)

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2022

(All amounts expressed in Saudi Riyals unless otherwise stated)

Cash flows from operating activities

Loss before zakat

Adjustiments of non-cash itemns:

Depreciation of property, plant, and equipment
Employee benefit obligations

Changes in operating assets and liabilities:

Trade receivables, prepayments and other receivables
Trade and other payables

Net cash used in operating activities

Cash flow from investing activities
Payment of purchasing of property and equipment
Net cash (used in) generated from investing activities

Cash flow from financing activities

Related parties

Short term loan

Net cash generated from financing activities

Net change 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

Non-cash transactions

Actuarial loss from re-measurement of employees’ benefits plan

Note 2022 2021
(3,197,035) (4,181,031)

6 634,515 642,979
13 56,929 20,500
(232,804) 2,496

(1,571,885) 1,304,508

(4,310,280) (2,210,548)

6 4 (2,994)
2 (2,994)

(2,302,255) 2,361,449

6,748,823 -

4,446,568 2,361,449

136,288 147,907

272,618 124,711

408,906 272,618

13 (281,122) (100,427)

The accompanying notes from 1 to 27 form an integral part of these financial statements.

T
Chief Executive Officer



AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

(All amounts expressed in Saudi Riyals unless otherwise stated)

GENERAL INFORMATION

Al-Sharqiyah Development Company (the "Company") was registered under Ministerial Resolution No. 406 on
Dhul-Qi*dah 21, 1406 as a Saudi Joint Stock Company under Commercial Registration (“CR™) number
2050016477, issued in Dammam on 19 Muharram 1407 (corresponding to 21 September 1986). The share capital
of the Company was set at 75 million, Comprising 7.5 million shares of equal value Le Saudi Riyals 10 Each.

The Company's main activities are:

- Growing vegetables in greenhouses and growing various outdoor vegetables;

- Hydroponics for vegetable production;

- Mixed farming (mixed production between crops and animals without specialized production in crops and
animals);

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

- Support activities for animal production,

The accompanying financial statements include the accounts and result of the Company’s with the following
details:

Branch name CR number Activity
Branch of Al Shargiyah 1010480322 Management and leasing of owned
Development Company - Riyadh or leased real estate

Until the reporting date, The Company was not able to finalize the capital increase procedures which proposed by
the board of directors (referring to note 11). for the non-obtaining of other operational financing source for the
company, mainly caused to the inability of the Company’s +management to implement the approved long term
strategic plan, in addition to the Company’s continuing to realize losses, as the Company incurred a net loss for
year ended December 31,2022 by SR 3,155,765 (December 31,2021: SR 237,361, and as a result of the losses of
year ended December 31,2022, the total current liabilities for the year ended December 31,2022 have exceeded the
value of the current assets by SR 44,154,218 (December 31,2021: SR 41,648,627). as the net cash used in
operating activities by SR 4,310,280 (December 31,2021: net cash used in operating activities by SR 2,210,548).
Anyhow, the Company’s management expects that the company is able to change its current position by capital
increase and continuing towards implementing its long-term strategic plans that focus on a set of future
development projects, which are expected to have a significant impact according to the Kingdom of Saudi Arabia
support towards implementing the food security plan. in addition, to supporting the Company’s financial position
and giving the Company better investments opportunities. During 2021, The Company’s management took the
initiative to issue a set of initial licenses for some projects for an additional year for hydroponic vegetable
production, hydroponics for vegetable production and fishing farming (Aquaponic), providing marketing services
on behalf of others, breeding, and producing mothers of broiler chickens and operating their hatcheries, breeding
poultry, egg production, and production of poultry meat, rabbits, and fresh birds. Therefore, the Company’s
management conducted a feasibility study for a developed and integrated project of poultry project that includes
incubators, broiler poultry and automated slaughterhouses, which indicates expected positives results, which mat
contribute for the significant improve of the Company’s financial position and cash flows.

The Board of Directors recommended an increase in capital by offering shares of priority rights to the shareholders
amounted to SR 225,000,000, so that total capital after increase becomes SR 300,000,000 and a financial advisor
has been appointed to manage the underwriting in the priority rights shares. On 2 September 2021 Al-Sharqgiyah
Development Company submitted request for the increase of the Company’s capital by Offering Right Issues
Application File to CMA to obtain the approval. On November 28,2022, CMA has approved the Company's board
of directors’ recommendation for Capital Increase. Subsequently, on April 11,2023, the Company’s board of
directors invited the Company’s shareholders for an extra-ordinary generally assembly meeting for the purpose of
voting on the capital increase and for the related restatements of the company’s bay-laws.
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AL-SHARQIYAH DEVELOPMENT COMPANY ‘
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2022

(All amounts expressed in Saudi Riyals unless otherwise stated)

1. GENERAL INFORMATION (Continued)

On the other hand, as a result of Ministry of Environment, Water, and Agriculture decision which issued on June
30,2022, The Company could not obtain the agriculture land deed on which its future strategic activities will be
based, however the Company was giving the right to use the land (referring to note 12). The management believes
that the reclassification of the land value within the intangible assets, government grant, (non-current), has no
impact on the Company's cash flows, nor does it have an impact on the strategic and operational plans and support
the future activities of the Company.

Management has performed an assessment of its going concern assumption and based on the on-going detailed
business plan of the Company, management believes that the Company will be able to continue its operations and
meet its obligations as they fall due within the next 12 months after considering the basis and results of the
approved plan as mentioned above and based on the expected results and Company’s board of directors’
recommendation for capital increase, the management believes with the Company’s ability to start its planned
business in the future, and therefore the Company will continue for the foreseeable future in accordance with the
normal and planned course of business, and the going concern concept remains used in preparing this interim
condensed financial information.

2. BASIS OF PREPARATION

2.1Statement of compliance

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

2.2Basis of measurement

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

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

2.3Functional and presentation currency
These financial statements are presented in Saudi Riyals (SAR), unless otherwise stated, which is the functional
and presentation currency of the Company.

SUMMARY OF SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

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

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

10



AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

(All amounts expressed in Saudi Riyals unless otherwise stated)

3. SUMMARY OF SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS (continued)

Judgments

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

- Note - Revenue recognition
- Note - 'determining whether an arrangement involves a lease’

Assumptions and Uncertain Estimates

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

- Measurement of employee benefits: Major actuarial assumptions;

The cost of defined end-of-service benefits and the present value of the related liabilities are determined using
actuarial valuations. The actuarial valuation involves making various assumptions that may differ from actual
developments in the future. It also includes determining the discount rate, future salary increases, leavening before
the natural retirement age, death rates, and others. Because of the valuation's difficulty and underlying assumptions,
and its long-term nature, defined benefit obligations are highly sensitive to changes in these assumptions. All
assumptions are reviewed at the balance sheet date. The criterion most subject to change is the discount rate.

- Useful life of property, and equipment

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

- Measurement of fair value of financial instruments

In the case that the fair value of financial assets recorded in the statement of financial position cannot be measured
on the basis of prices listed in the active market, their value is determined using valuation methods, including the
present value of the expected cash flows from those assets, or using other methods as stipulated in International
Standard No. 13.

-Impairment of trade and other receivables

The Company's management applies the expected credit loss model to determine the impairment losses of trade
receivables. The Company's management makes estimates when making these assumptions and determining
impairment inputs based on the Company's past history and current market conditions, as well as future estimates at
the end of each reporting period.

11



AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

(All amounts expressed in Saudi Rivals unless otherwise stated)

4. New standards, amendments to standards, and interpretations

The below-mentioned IFRSs are not expected to have a significant impact on the financial statements of the group.

a) New and revised standards with no material effect on the financial statements

The following revised IFRSs have been adopted. The application of these revised IFRSs did not have any material
impact on the amounts reported for current and prior periods.

COVID-19-Related Rent Concessions beyond June 30, 2021 (Amendment to IFRS 16), effective date April 1,
2021,

Onerous Contracts - Cost of Fulfilling a Contract (Amendments to IAS 37), effective date January 1, 2022;
Annual Improvements to IFRS Standards 2018-2020, effective date January 1, 2022;

Property, Plant and Equipment: Proceeds before Intended Use (Amendments to 1AS 16), effective date
January 1, 2022; and

Reference to the Conceptual Framework (Amendments to IFRS 3), effective date January 1, 2022,

b) New and revised standards issued but not yet effective

IFRS 17 Insurance contracts (Amendments to IFRS 17), effective for annual periods beginning on or after
January 1, 2023,

Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2), effective for
annual periods beginning on or afier January 1, 2023,

Definition of Accounting Estimate (Amendments to IAS 8), effective for annual periods beginning on or after
January 1, 2023.

Deferred Tax Related to Assets and Liabilities Arising from a Single Transaction — Amendments to IAS 12
Income Taxes, effective for annual periods beginning on or after January 1, 2023.

Initial Application of IFRS 17 and IFRS 9 — Comparative Information (Amendments to IFRS 17), effective for
annual periods beginning on or after January 1, 2023.

Classification of liabilities as current or non-current (Amendments to IAS 1), effective for annual periods
beginning on or after January 1, 2024,

Lease Liabilities in a Sale and Leaseback (Amendments to IFRS 16) effective for annual periods beginning on
or after January 1, 2024.

Non-current Liabilities with Covenants (Amendments to IAS 1), effective for annual periods beginning on or
after January 1, 2024,

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to IFRS
10 and IAS 28).

The above-mentioned IFRSs are not expected to have a significant impact on the financial statements of the group.
5. SIGNIFICANT ACCOUNTING POLICIES

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

Financial Instruments

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

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

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

(All amounts expressed in Saudi Riyals unless otherwise stated)

5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial assets
Classification and post-measurement

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

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

e The asset is held within a business model whose objective is to hold assets in order to collect contractual cash
flows; And

e [ts contractual terms give rise to cash flows on specific dates that are payments that are limited to principal and
interest on the principal amount outstanding. On initial recognition of equity investments not held for trading,
the Company may irrevocably decide to present subsequent changes at fair value through other comprehensive
income. This decision is made on an investment-by-investment basis. The Company does not have any
financial assets designated at fair value through other comprehensive income.

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

Business Model Evaluation

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

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

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

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

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

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

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (Continued)

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

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

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

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

When making the assessment, the Company takes into account:

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

e  Terms that modify the contractual coupon rate, including variable rate features;
e Prepaid and rollover benefits; And

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

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

The Company has classified its financial assets in each of the following categories:
e Loans and accounts receivablet

e Held to maturity date

¢ [nvestments available for salet and

* At fair value, and within this category are as follows:

- Investment at fair value through other comprehensive income.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (Continued)

Financial Assets - Subsequent Measurement and Profit and Loss:

Financial assets at fair wvalue
through profit or loss (FVTOCI)

Financial assets at amortized
cost

Loans and accounts receivable

Equity investments at fair value
through other comprehensive
income

These assets are subsequently measured at fair value. Net profit or loss,
including any interest or dividend income, is recognized in other
comprehensive income.

Financial assets are subsequently measured at amortized cost, using the
effective interest rate method. The amortized cost is reduced by the
impairment loss on the asset. Interest income and gains and losses from
foreign currencies exchange and impairment, if any, are recognized in profit
or loss. Any gain or loss on derecognition is recognized in profit or loss.

It is measured at amortized cost, using the effective interest rate method.

These assets are subsequently measured at fair value. Dividends are

recognized as income in the statement of profit or loss and other
comprehensive income unless the dividends clearly represent a recovery of

part of the cost of the investment. Other profits and losses are recognized in
other comprehensive income and are not reclassified to profit or loss.
Measured at fair value and any changes therein (other than impairment
losses, interest income and foreign exchange differences on debt instruments)
are recognized in other comprehensive income and the cumulative change is
shown in the fair value reserve.

On derecognition of these assets, the cumulative gain or loss in equity is
reclassified to profit or loss.

Financial assets available for sale

Financial liabilities

Classification, post-measurement, and profit and loss

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

Effective interest method

The effective interest method is an accounting practice used for calculating the amortized cost of a debt instrument
and for distributing interest income over the relevant period. For financial instruments other than financial assets
that are purchased or of an impaired principal value, the effective interest rate is the rate that effectively discounts
estimated future cash flow payments (including all fees and points paid or received that are an integral part of the
effective interest rate, transaction costs and premiums). or other discounts) excluding the expected credit losses
through the expected life of the financial liability or, where appropriate, a shorter period, to the net carrying amount
on initial recognition. For financial assets that are purchased or of an impaired principal value, the adjusted effective
interest rate is calculated by discounting the estimated future cash flows, including expected credit losses, to the
amortized cost of the debt instrument on initial recognition.

15




AL-SHARQIYAH DEVELOPMENT COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

(All amounts expressed in Saudi Riyals unless otherwise stated)

5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Instruments (Continued)
Derecognition
Financial assets

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

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

financial obligations

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

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

Offsetting

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

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

Impairment of financial assets

IFRS 9 requires the Company to record an expected credit loss allowance for all loans and other debt assets and
financial assets not held at fair value through profit or loss. in addition to loan commitments and financial guarantee
contracts. The provision is based on the expected credit loss associated with the probability of default within the
next twelve months unless there has been a significant increase in credit risk since its inception.

If the financial assets meet the definition of credit-impaired financial assets purchased or originated, then the
provision is based on the change in the expected credit loss over the life of the assets. Under IFRS 9, credit losses
are recognized earlier than the previous accounting standard.

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

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

Impairment of financial assets (Continued)

The Company considers a financial asset to be in default when:

The borrower is unlikely to pay its credit obligations to the Company in full, without resorting to measures
such as the use of collateral (if any); or

That the financial asset is past due date.

Lifetime ECL represents the expected credit losses that will result from possible hypothetical events over the
expected life of the financial instrument. The maximum credit period considered when estimating ECL is the
maximum contractual period over which the Company is exposed to credit risk.

Measurement for expected credit loss:

Expected credit losses are a weighted estimate of credit losses. Credit losses are measured as the present value of all
cash shortfalls (that is, the difference between the cash flows due to the entity as per the contract and the cash flows
the Company expects to receive). Expected credit losses are discounted at the financial asset's original effective
profit rate.

Low-credit financial assets

The Company assesses at each financial statement date whether financial assets carried at amortized cost and debt
securities at FVOCI, if any, are credit impaired. A financial asset is considered impaired when one or more events
that have a negative impact on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is impaired includes the following observable events:

due to significant financial difficulty of the borrower or issuer;
breach of contract, such as default or late payment;

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

It is probable that the borrower will enter bankruptcy or other financial reorganization; or

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

Display the expected credit loss allowance in the statement of financial position

Loss allowances for financial assets measured at amortized cost are deducted from the total carrying amount of the
assets.

Write-off

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

Property, plant, and equipment

Property and equipment are stated at cost, after deducting accumulated depreciation and impairment loss, if any, as
well as the estimated residual value on disposal, if any. Historical cost includes expenditures that are directly
attributable to the acquisition of the asset. Finance costs on loans that are directly used to finance the construction of
the assets are capitalized over the period of time required to complete the assets and prepare them for their intended

use.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property, plant, and equipment (CONTINUED)

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

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

The management determines the useful lives of property, equipment and intangible assets for the purposes of
calculating depreciation and amortization. This estimate is determined after considering the expected usage of the
assets and replacement and renewal factors. Depreciation method and useful lives are reviewed periodically to
ensure that depreciation method is appropriate with the expected economic benefits of property and equipment.

Depreciation is charged to profit or loss and calculated on a straight-line basis over the estimated useful lives of
each individual item of property and equipment less the estimated residual value on disposal as shown above. The
estimated useful lives of major items of property and equipment for the current and comparative periods are as

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

Impairment of Non-Financial Assets

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

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

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

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

Impairment losses for the cash-generating unit are recognized by first reducing the impairment assets or reducing
them proportionately from the cash-generating unit's assets.
At the end of each reporting period, impairment losses on other non-financial assets previously charged from prior

periods are measured if there are indications that the impairment reversal. An impairment loss is reversed if there
has been a change in the estimates used to determine the recoverable amount.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment of Non-Financial Assets (Continued)

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

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

Trade and other receivables are stated at the invoice amount minus the provisions made for amounts deemed
uncollectible by management. Bad debts are written off when identified and approved by the Board of Directors.
Cash and cash equivalents

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

Accounts payable

Liabilities are recognized for amounts to be paid in future for goods or services received, whether billed or not by
suppliers.

Inventory

Inventories are measured at the lower of cost and net realizable value. The cost of inventory is determined on the
basis of the weighted average price method and includes expenses incurred in acquiring the inventory as well as all
other costs incurred in bringing the inventory to its present location.

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

Loans

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

Restricted government grants

Government grants, including non-monetary grants at fair value, recognized when there is reasonable assurance that
it will be obtained and all required terms will be committed to obtain this grant, The restricted government grants
will be evaluated on the basis of fair value of the submitted assets, which will be recorded through the retained
income according to the accounting income basis, and it will be recorded after the committing of the below terms:
a) The entity will comply with the conditions attaching to them;

b) The grants will be received.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Provisions

A provision is recognized if the Company has a current legal or constructive obligation, as a result of a past event,
so that it can be estimated reliably, and it is likely that this will result in the use of the Company's economic
resources to settle the obligation.

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

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

Zakat provision

The estimated zakat is the estimated obligation on the Company, and a provision for it is recorded in the financial

statements by charging it to profit or loss in accordance with the zakat standard issued by the Saudi Organization for
Auditors and Accountants, where it is calculated for the year according to the accrual basis.

Zakat is calculated at the end of the year according to the actual ownership of Saudis and according to the adjusted
net profit or zakat base, whichever is higher, in accordance with the regulations of the Zakat, Tax and Income
Authority in the Kingdom of Saudi Arabia. Any differences in the estimate are recorded when the final assessment
is approved.

Value added tax (VAT)

Assets and expenses are recognised net of amount of VAT, except:

* when VAT incurred on a purchase of assets or services is not recoverable from the tax authority, in which case,
VAT is recognised as part of the cost of acquisition of the asset or as part of the expense item, as applicable and
the net amount of VAT recoverable from, or payable to;

e GAZT is included as part of other receivables or other payables.
Emplovees’ benefits

End of service benefits are due to all employees working in accordance with the terms and conditions of the work
system and workers at the end of their service contracts. The cost of specific end-of-service benefits and the present
value of the related obligations are determined using actuarial valuations. The actuarial valuation involves making
various assumptions that may differ from actual developments in the future. It also includes determining the
discount rate, future salary increases, withdrawal before the natural retirement age, death rates, and others. Because
of the valuation's difficulty and underlying assumptions, and its long-term nature, defined benefit obligations are
highly sensitive to changes in these assumptions. The reclassification which includes the actuarial profits or losses
been recorded with the financial position, meanwhile, the profits or losses been recorded with the other
comprehensive income for the year incurred.

Measurement of fair value of financial instruments

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

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date of the principal amount, or if it is not located in the most

advantageous market to which the Company has access at that date. The fair value of the obligation reflects the risk
of non-performance.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement of fair value of financial instruments (Continued)

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

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

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

The best evidence for the fair value of a financial instrument on initial recognition is usually the transaction price -
ie the fair value of the consideration paid or received. If the Company determines that the fair value at initial
recognition is different from the transaction price and there is evidence that the fair value is not at a quoted price in
an active market for the asset or liability is similar and is not also in accordance with the valuation technique,

then any unobservable input is considered unrelated to the measurement, then the financial instrument is initially
measured at fair value, after adjusting for deferment of the difference between fair value at initial recognition and
the transaction price. Subsequently, this difference is recognized in profit or loss on an appropriate basis depending
on the life of the instrument, but not later than when the valuation is fully supported by observable market data or
when the transaction is closed.

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

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

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

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

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

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

21



AL-SHARQIYAH DEVELOPMENT COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

(All amounts expressed in Saudi Riyals unless otherwise stated)

5. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

RELATED PARTY TRANSACTIONS
Related party

A related party is a person or entity that is related to the entity that is preparing its financial statements.

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

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

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

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

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

Leases (Continued)

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

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

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

e fixed payments, including fixed payments in substance;

e variable lease payments that are dependent on an index or a rate, initially measured using the index or rate as at
the start date of the lease;

e Amounts expected to be paid under the residual value guarantee; And

e Use of the price under the purchase option that the Company is certain to use, lease payments in an optional
renewal period if the Company is reasonably certain to use the extension option, and penalties for early
termination of the lease unless the Company is certain it will not terminate early.

The lease liability is measured at amortized cost using the effective interest rate method. It is re-measured when

there is a change in future lease payments arising from a change in an index or price, if there is a change in the

Company’s estimate of the amount expected to be paid under a residual value guarantee, if the Company changes its

assessment of whether to use a purchase, extension or termination option or if There was an adjusted fixed rent

payment.

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

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

zero.

Leases and short-term leases of low-value assets

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

Contingent liabilities

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

Revenue
Revenue is measured at the fair value of the consideration received or receivable, taking into account contractually
defined terms of payment and excluding taxes and discount. Revenue is recognised to the extent it is probable that
the economic benefits will flow to the Company and the revenue and costs, can be measured reliably.
The Company recognises revenue from contracts with customers based on a five-step model as set out in IFRS15:
Step 1. Identify contract(s) with a customer:
Step 2. Identify performance obligations in the contract:
Step 3. Determine the transaction price:
Step 4. Allocate the transaction price to the performance obligations in the contract.
Step 5. Recognise revenue when the Company satisfies a performance obligation.

The Company satisfies a performance obligation and recognises revenue over time, if of the following criteria is
met:

a) The Company performance does not create an asset with an alternative use to the Company

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

b) The Company performance creates or enhances an asset that the customer controls as the asset is created or
enhanced.

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

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

When the Company satisfies a performance obligation by delivering the promised goods or services it creates a
contract-based asset on the amount of consideration earned by the performance. Where the amount of consideration
received from a customer exceeds the amount of revenue recognised this gives rise to a contract liability.

Other revenue

Other income is recognized when due in the statement of profit or loss.

Expenses

Selling and marketing expenses include any expenses resulting from the Company's efforts in marketing, selling
and distribution activities. All other expenses, other than direct costs, are classified as general and administrative

expenses. Allocations of common expenses between cost of sales, selling and marketing expenses, and general and
administrative expenses, if required, are made on a regular basis.

Dividend

Dividends are recorded in the financial statements in the period approved by the Board of Directors. Final dividends
are recorded in the financial statements in the year in which they are approved by the sharholders.

Foreign currencies translation

Foreign currency transactions are translated into Saudi Riyals at the rate of exchange prevailing at the time of the
transaction. As for monetary assets and liabilities that are denominated in foreign currencies, they are converted to
their equivalent in Saudi riyals at the exchange rates prevailing on that date. Foreign exchange differences are
recognized in profit or loss for the current period.
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6. PROPERTY, PLANT AND EQUIPMENT, NET

For the year ended December 31, 2022

Machinery Furniture
Buildings and and Motor and
constructions equipment vehicles fixtures Total
Cost:
At 1 January 2022 41,164,106 1,946,417 168,578 124,141 43,403,242
Additions - - - - -
At 31 December 2022 41,164,106 1,946,417 168.578 124,141 43,403,242
Accumulated
depreciation:
At 1 January 2022 29,423,742 1,943,620 168,577 117,306 31,653,245
Charge for the year 628,301 2,794 - 3.420 634,515
At 31 December 2022 30,052,043 1,946,414 168,577 120,726 32,287,760
Net book value:
At 31 December 2022 11,112,063 3 1 3,415 11,115,482
For the vear ended December 31, 202 1
Machinery Furniture
Buildings and and Motor and
constructions equipment vehicles fixtures Total
Cost:
At | January 2021 41,164,106 1,946,417 168,578 121,147 43,400,248
Additions - - - 2,994 2,994
At 31 December 2021 41,164,106 1,946,417 168,578 124,141 43,403,242
Accumulated
depreciation:
At 1 January 2021 28,789,458 1,940,408 168,577 111,823 31,010,266
Additions 634,284 3,212 - 5,483 642,979
At 31 December 2021 20,423,742 1,943,620 168,577 117,306 31,653,245
Net book value:
i At 31 December 2021 11,740,364 2,797 1 6,835 11,749,997
| 7. INTANGIBLE ASSET, GOVERNMENT GRANTS
31 December 31 December
2022 2021
SR SR
| Government grant 171,307,811 171,307,811
171,307,811 171,307,811

The government grants represent the lands that have been granted to the company by the government (notel9).
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8.  Investments at fair value through other comprehensive income

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

Ownership Balance as at
Company name Principal activity location 2022 2021 2022 2021
National Seed Production and trade of seeds Saudi
Production and plant tissues and their A %280  %2.80 825,600 825,600
Arabia
Company development
United Dairy Production and processing of  Saudi 4 &
Farms Company fresh milk and its products Arabia i R S 608,008 600,000
1,425,600 1,425,600

The Company has exposure related to credit, market risks and the fair value measurements, for more details refer to
note 23.

The investments measurements were based on the fair value, according to evaluation levels as per IAS 13, and
according to the requirements of IFRS 9, and as a result for the non-availability of required information to measure the
fair value, the management believe that the acquisition cost is an appropriate measurement for the fair value at the
reporting date.

During the year ended 31 December 2022, the Company has received a dividend of SR 300,000 (2021: SR 300,000)
from its investment in the United Dairy Farms Company.

9.  TRADE RECEIVABLES, PREPAYMENTS AND OTHER RECEIVABLES

2022 2021
Trade receivables 1,481,021 1,357,021
Less: provision for impairment of trade receivables (note 9.2) (1,357,021) (1,357,021)
Net trade receivable 124,000 -
Staff receivables 886,754 786,624
Provision for impairment in staff receivables (786,623) (786,623)
Value added tax 86,191 52,718
Prepaid expenses 6,585 31,384
Balance at 31 December 316,907 84,103
9.1 Ageing of Trade Receivables:
2022 2021
Up to 2 months 124,000 -
More than one year 1,357,021 1,357,021
Balance at December 31 1.481,021 1,357,021
9.2 Movement in provision for impairment of trade receivables is as follows:
2022 2021
Balance on January 1 1,357,021 1,357,021
Charged during the year % =
Balance at December 31 1,357,021 1,357,021
10. CASH AND CASH EQUIVALENT
2022 2021
Cash at bank 408,906 272,618
Balance at 31 December 408,906 272,618
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SHARE CAPITAL

The share capital of the Company was set at 75,000,000 Saudi Riyals, divided into 7,500,000 shares of equal value.
The value of each share is 10 Saudi Riyals fully paid.

(Referring to note 1), on December 30, 2020, The Company’s board of directors has recommended for capital increase
by issuing shares of priority rights by 22,500,000 new normal shares, amounting to SR 225,000,000 that the
Company’s share capital after this recommended increase will be by SR 300,000,000 instead of SR 75,000,000. On
February 1,2021. the Company’s management has been appointed a financial consultant to manage the underwriting
operation. On September 2,2021, The Company has submitted the share capital increase’s file by issuing shares of
priority rights to Capital Market Authority (“CMA™) to obtain its approval. At November 28,2022, CMA has approved
the Company’s board of directors’ recommendation for capital increase. The Recommended increase is conditional on
the approval of the extraordinary general assembly which will be on April 11,2023.

STATUTORY RESERVE

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

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

Annual provision is based on actuarial valuation. The valuation was carried out as of December 31, 2022 by an
independent actuary, using the projected unit credit method.

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

2022 2021
Balance at 1 January 168,024 47,097
Charged during the year to profit or loss
Current service cost 56,929 20,500
Charged to the statement of other comprehensive income
Re-measurement of employee benefits 281,122 100,427
Paid during the year = .
Balance at 31 December 506,075 168,024
Principal actuarial assumptions
The following are the basic actuarial assumptions at the date of the financial statements:
Financial Assumptions 2022 2021
Rate of increase in salary of the employees (short term and long term) 4.60% 2.15%
Discount rate 4.60% 2.15%
Mortality WHO SAI19 WHO 19-75%
Retirement age 60 years 60 years

All movements in the end of service benefits liability are recognized in statement of profit or loss except for the
actuarial loss which is recognized in other comprehensive income.
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13. EMPLOYEE BENEFITS OBLIGATIONS (CONTINUED)

14.

15.

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

2022 2021
Discount rate: Increase by 0.5% 494,132 163,036
Discount rate: Decrease by 0.5% 518,845 173,428
Long term salary: Increase by 0.5% 515,131 173,683
Long term salary: Decrease by 0.5% 497,593 173,683
Expected maturity analysis
Distribution of timing of 1 year 2 years 3 years 4 years 5 years 6-10 year
benefit payments (time in
years)
At 31 December 2022 11,253 472,542 10,965 12,901 12,738 211,110
At 31 December 2021 3,040 155,493 2,626 3,076 3,554 74,321
TRADE AND OTHER PAYABLES
2022 2021
Trade payables 4,356,511 4,770,089
Allowances and remunerations for members of the Board of Directors and other 2,511,084 2,165,084
committees
Payable to consultation offices 1,045,766 1,045,766
Accrued professional fees 404,900 404,900
Provision of legal cases 250,949 1,105,537
Accrued GOSI expenses 218,323 185,452
Advance from tenants 142,315 142,315
Accrued rent 85.000 173,077
Provision for vacation and tickets 37.936 297,978
Accrued employee related costs 26,918 79,218
Accrued interest - 224913
Other 1,181,392 1,238,650
Balance at 31 December 2022 10,261,094 11,832,979

RELATED PARTY TRANSACTIONS AND BALANCES

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

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

15.1 Compensation of Key Management Personnel:

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

2022 2021
Allowances and remunerations for members of the Board of Directors and other
committees 456,000 406,000
CEO salaries and benefits 700,963 2,333,328
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15. RELATED PARTY TRANSACTIONS AND BALANCES (Continued)
15,2 Due to related parties as at 31 December 2022 as follows:

2022 2021
Mr. Mohammed Al-Hujailan 256,145 2,558,400
Mr. Sami Al-Kuthairi 259,718 259,718
515,863 2,818,118
16. SHORT TERM LOAN
2022 2021
Islamic Banking Facilities (Murabaha) 16,748,823 10,000,000

16,748,823 10,000,000

16.1 During the year 2018, the Company obtained a credit facility from a local bank in the form of a short-term loan to
finance the Company's working capital requirements with a total value of SR 10,000,000 for a period of one year,
subject to renewal. These facilities are subject to the prevailing interest rates among Saudi banks (SAIBOR) plus a
profit margin of 3% annually. These facilities are guaranteed by the member of the Board of Directors through a
continuous guarantee of solidarity, which is irrevocable, in addition to a personal promissory note in favor of the bank.
The financing expenses for the year ended December 31, 2022 amounted to SR 653,643 (December 31, 2021: SR
350,141), and during the year 2022, The credit limit has been increased to 20,500,000,

17. DIVIDENDS PAYABLE

The amounts of dividends payable to shareholders with a balance of SR 1,359,072 as at 31 December 2022 (31
December 2021: SR 1,359,072) represents dividends payable to sharcholders who did not approach banks to receive
these dividends pertaining to previous years.

18. ZAKAT
18.1 Status of Zakat assessments

The Company received from the Zakat, Tax and Customs Authority " the Authority" the final assessment for the
period from 31/7/1991 to 31/7/1994, in which the Authority requested the Company to pay an amount of SAR
3,726,232, the Company recorded this amount within the estimated zakat provision and the Company submitted an
appeal to the assessment.

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

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

On 22 February 2021, the Company was informed that there are payable amount to the authority amounted to SAR
19,745.456. The Company has made an additional provision amounting to SAR 963,792, which was recorded in the
financial statements for the year 2019. The Company was also informed that the authority will apply mandatory
collection procedures against the Company in case of non-compliance of paying all zakat dues within a maximum
period of (20) days from the date of the claim. The Company also received other amendments to the zakat assessments
for 2015 and 2017 with a total amount of SAR 175,132.

During 2022, the authority issued a final assessment reducing the zakat due from SAR 19,938,849 to SAR 15,995,179.
Which led the Company to reduce the zakat provision by SAR 3,943,670.

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

The Company submitted its zakat returns to the authority for the previous years up to 2021.
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18. ZAKAT (CONTINUED)
18.2 The provision for zakat was calculated based on the following:

2022 2021
Equity according to the Zakat, Tax and Customs Authority 142,666,757 143,004,545
Provisions beginning balance and other adjustments 37,202,637 40,016,866
Book value of long-term assets (182,423,292) (183,057,805)
Investments (1.425,600) (1,425,600)
Adjusted loss for the year (3,189.156) (4,460,531)

Zakat base (7,168,654) (5,922,525)
Total zakat liability for the year - -

Zakat is due at the rate of 2.5% of the adjusted net profit attributable to shareholders and 2.584474% of the zakat base
after deducting the adjusted net profit.

19 Adjusted net loss for the year

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

2022 2021
Net loss for the year (3,227,207) (4,181,031)
Other allowances -
Dividends for investments in companies (300,000) (300,000)
Additions of provision for employees’ end of service benefits 338,051 20,500
(3.189,156) (4,460,531)

20 The movement in the provision for zakat for the year ended December 31 is as follows:

2022 2021
Balance at the beginning of the year 15,995,179 19,938,849
Charge during the year — prior B (3,943,670)
Balance at the end of the year 15,995,179 15,995,179

19. CONTINGENCIES AND COMMITTEMENTS

Subsequently on August 2, 2022 (with reference to Note 14), the Company has received a decision issued by the
Ministry of Environment, Water and Agriculture (the “Ministry™) No. 361029/27/1443 issued on Dhu al-Hijjah 1, 1443
H (corresponding to June 30, 2022), in respect to the land’s value (Government grant), which was previously classified
on December 31, 2021 along with property, plants and equipment as agricultural land (Government Grant) pursuant to
Royal Decree No. 1016 dated Jumada Al Thani 3, 1406 AH (corresponding to February 12, 1986), where the
Ministry’s decision included the following:

D

2)

3)

The land that was allocated in favor of the company, pursuant to Royal Decree No. 1016 dated Jumada Al-Thani 3,
1406 AH (corresponding to February 12, 1986), and the issuance of the ownership decision No. 321450/1062/1441
dated Jumada Al-Awwal 6, 1441 AH (corresponding to January |, 2020) to own the company an area of
72,178,700 square meters of land handed over to the company has become among the reservations of Saudi
Aramco under Royal Decree No, 40008 dated Jumada Al-Thani 28, 1443 AH, and it is not legally possible to issue
a deed in the name of the company to conflict with the terms of the concession agreement concluded between the
government and Saudi Aramco.

The company can benefit from the land until the actual need of Saudi Aramco in it is fulfilled, and then take what
is required by law in this regard.

In the event that the land or part of it is released by Saudi Aramco in accordance with the necessary regulatory
procedures in this regard, the government agencies - each within its jurisdiction - take what is necessary to issue a
deed in the name of the company - if it was legally existing at that time on the area of the land or part of it.
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CONTINGENCIES AND COMMITTEMENTS (continued)

In accordance with the above, the company’s board of directors is closely following all the recent developments
mentioned above regarding the procedures for owning the relevant land, and the delay in issuing the company’s title
deed for the concerned land, as the company’s management believes that according to the above-mentioned items, the
company can use of the concerned land and the establishment of its future projects, and it has no monetary impact on
the company, (with reference to Note 1) the company reclassified the value of the land previously registered on
December 31, 2021 within property, plants, and equipment as agricultural land (government grant) according to the
ownership order No. 321450/1062/1441 dated Jumada 6, 1441 AH (corresponding to January 1, 2020) to become
among the intangible assets (Government Grant) at the same value. Referring to note (2), The entity did not obtain any
information for the expected useful life for the intangible asset (government grant). The company's management
believes that the above-mentioned Ministry's decision will not affect the company's future plans.

GENERAL AND ADMINISTRATIVE EXPENSES
2022 2021
Employee salaries and benefits 1,366,215 3,027,174
Depreciation 634,514 642,979
Allowances _and remunerations for members of the Board of Directors and 456,000 406,000
other committees
Fees and subscriptions 277,816 276,188
Professional fees and advice 175,000 199,875
Rent 64,923 115,999
Maintenance and fuel 30,133 26,876
Other 107,351 86,040
Total 3,111,952 4,781,131
OTHER INCOME
2022 2021
Income from rental of cowsheds 140,000 140,000
Revenues from leasing communication towers 110,000 110,000
Scrap disposal gains - 351,826
Other 18,560 48415
268,560 950,241
LOSS PER SHARE

Loss per share is calculated based on the loss attributable to the Company's shareholders divided by the weighted
average number of shares issued. Diluted losses per share are the same losses per share because the Company does not
have dilutive instruments issued.

2022 2021
Period loss attributable to the Company's shareholders (3,197,035) (337,788)
Weighted average number of shares 7,500,000 7,500,000

Loss per share (0.43) (0.04)
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23. FINANCIAL RISK MANAGEMENT

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

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

Fair value and interest rate cash flow risks

The fair value and cash flow interest rate risks are the exposure to various risks associated with the effect of
fluctuations in the prevailing interest rates on the Company's financial position and cash flows. The Company's interest
rate risk arises from loans that are at floating interest rates and are subject to regular re-pricing. Management monitors
changes in interest rates.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.
The principal transactions of the Company are in Saudi Riyals and US Dollars. The Company's management monitors
these fluctuations and manages their impact on the financial statements accordingly.
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23. FINANCIAL RISK MANAGEMENT (CONTINUED)

Interest rate risks
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in interest rates
prevailing in the market. The Company is subject to interest rate obligations, including term loans.
The following table shows the sensitivity to a reasonably possible change in interest rates on variable rate loans with all
other variables held constant on the Company's profits as at 31 December 2022.

10CreRSe Balance as at Effect on statement of
(decrease)
December 31 profit or loss
interest rate
SAR SAR
Short term loan %0.5 = 16,748,823 83,744

Credit risk

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

Liquidity risks

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments associated
with financial instruments. Liquidity risk may result from an inability to sell a financial asset quickly at an amount
close to its fair value. These conditions indicate that the Company may face problems in meeting its obligations as they
become due and to continue as a going concern, and these are dependent upon the Company’s ability to arrange
adequate funds in a timely manner. Liquidity risk is managed by monitoring on a regular basis that sufficient funds are
made available to meet any future commitments.

Following table represents the maturity profiles of the financial assets and financial liabilities.
As at 31 December 2022

More

than 5
0-12 months 1-3 years 3-5 vears years Total
Financial assets SAR SAR SAR SAR SAR
Cash and cash equivalents 408,906 - - - 408,906
Investment at FVTOCI 1,425,600 - - - 1,425,600
Trade receivables 1,481,021 - - - 1,481,021
Advances and other debit balances 886,754 - - - 886,754
Total financial assets 4,202,281 - - - 4,202,281

Financial liabilities

Short term loan 16,748,823 - - - 16,748.823
Trade and other payables 10,261,094 - - - 10,261,094
Due to related parties 515,863 - - - 515,863
Total - financial liabilities 27,525,780 - - - 27,525,780
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23.FINANCIAL RISK MANAGEMENT (CONTINUED)

25,

26.

27.

As at 31 December 2021

More

than 5
0-12 months 1-3 years 3-5 years years Total
Financial assets SAR SAR SAR SAR SAR
Cash and cash equivalents 272,618 - - - 272,618
Investment at FVOCI 1,425,600 - - - 1,425,600
Trade receivables 1,357,021 - - - 1,357,021
Advances and other debit balances 786,624 3 z - 786,624
Total financial assets 3,841,863 - - - 3,841,863

Financial liabilities

Short term loan 10,000,000 - - - 10,000,000
Trade and other payables 11,832,979 - - - 11,832,979
Due to related parties 2,818,118 - - - 2.818,118
Total - financial liabilities 24,651,097 - - - 24,651,097

. SHARE CAPITAL MANAGEMENT

The Company manages its capital to ensure its ability to continue as a going concern while maximizing the return to
stakeholders. The Company's capital structure consists of shareholders' equity, which includes capital and retained
earnings.

COMPARATIVE FIGURES
The previous year's figures have been reclassified and/or reclassified, as necessary, for the purpose of better
presentation to match the presentation of comparative figures in the financial statements with the current presentation.
The reclassifications made in the financial statements were as follows:

Statement of financial position Balance before Balance after

As at 31 December 2022 reclassification Reclassification reclassification

NON-CURRENT ASSETS

Property, plant and equipment 182,423,293 (171,307,811) 11,115,482
Intangible assets, government grant . 171,307,811 171.307.811
SUBSEQUENT EVENTS

On April 11,2023, the Company has invited its shareholders for an extraordinary generally assembly meeting for voting
on the Company’s capital increase and for other related restatements on the company’s by-laws. (refer to note 1).

APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the board of directors on March, 29,2023 (corresponding to Ramadan,7
,1444H).
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