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INDEPENDENT AUDITOR’S REPORT

TO: THE SHAREHOLDERS
MIDDLE EAST SPECIALIZED CABLES COMPANY
(A Saudi Joint Stock Company)

Report on the Aundit of the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of Middle East Specialized Cables
Company (the “Company”) and its subsidiary (collectively the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2020, and the consolidated statements of profit
or loss and other comprehensive income, changes in equity and cash flows for the year then ended, and notes
to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2020 and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issued by Saudi Organization for Certified Public Accountants (SOCPA).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs™) that are endorsed in
the Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the professional code of conduct and ethics that are endorsed in
the Kingdom of Saudi Arabia that are relevant to our audit of the consolidated financial statements, and we
have fulfilled our 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.

Audit, Tax & consuitants

Salman B. AlSudairy Musad A. AL Shaikh Abdullah M. Alazem
License No. 283 License No. 658 License No. 335



INDEPENDENT AUDITOR'S REPORT (Confinued)
MIDDLE EAST SPECIALIZED CABLES COMPANY

(A Sandi Joint Stock Company)
Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the consolidated financial statements of the current year. These martters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do

not provide a separate opinion on these matters.

Revenue recogintion

Key audit matter

How the matter was addressed in our audit

The Group recognized revenue of SAR 526
million for the year ended 31 December
2020 (2019: SAR 468 million).

The Group is engaged in the production and
sale of flexible electric, coaxial, rubber and
nylon coated wires and cables, telephone
cables for intermal extensions, computer
cables, safety and anti-fire wires and cabies
and control and transmission of information
cables,

The Group recognizes revenue through five
steps, as mentioned in IFRS (15) “Revenue
from contracts with customers™ and these
steps require using judgement from the
management,

We considered this as a key audit matter due
to judgment involved in estimating the
performance obligation and the existence of
variable consideration, represent mainly the
timing and amount of revenue recognized in
a financial period can have material effect
on the Group’s financial performance.

Qur procedures included the following:

Considering the appropriateness of revenue
recognition as per the Group’s policies and
assessing  compliance  with TFRS  (15)
“Revenue from contracts with customers”.
Testing the design and effectiveness of
internal controls implemented by the Group
through the revenue cycle.

Testing sample of sales transactions laking
place at either side of the consolidated
statement of financial position date to assess
whethcr the revenue was recognized in the
correct period.

Performing analytical review on revenue
based on trends of monthly sales and profit
margins.

We assessed the adequacy of the Group’s disclosures

included in the consolidated financial statements.

Refer to note (5.4) for the accounting policy.




INDEPENDENT AUDITOR’S REPORT (Continued)

MIDDLE EAST SPECIALIZED CABLES COMPANY

{A Saudi Joint Stock Company)
Key Audit Matters (Continued)

Impairment loss on trade receivables

Key andit matter

How the matter was addressed in our audit

The gross balance of trade receivables as at 31
December 2020 amounted to SR 375 million (2019:
SR 361 million), against which an allowance for
impairment of SR 37 million (2019: SR 54 million)
was made. The collectability of trade receivables is
a key element of the Group’s working capital
management, which is managed on an ongoing
basis.

Management determines and recognizes expected
credit losses ("ECL’) as required by IFRS 9
“Financial Instrurments”. Significant judgments,
estimates and assumptions have been made by the
management in calculation of ECL impact.

We considered this as a key audit matter due to the
significance of the impact on the Group’s trade
receivables, the complexity and judgments related
particularly to calculation of expected credit losses.

Our procedures included the following:

» Evaluated the Group’s processes and controls
relating to the monitoring of trade receivables
and review of credit risks of customers,

» Assessed the appropriateness of significant
judgements, estimates and assumptions made
by the management.

¢ Checked information Technology General
Controls (ITGCs) on the accounting system
and found effective. We performed test of one
for testing of accuracy of ageing of trade
receivables generated by the system.

+ Assessed methodologies implemented by the
Group with reference to the calculation of
ECL. Particulary, we assessed the Group’s
approach regarding assessment of probability
of default and incorporation of forward-
looking information in the calculation of
expected credit losses, as well as the changes
of in loss given default parameter.

We assessed the adequacy of the Group’s
disclosures included in the consoclidated financial
statements.

Refer to note (5.6) for the accounting policy and note (9) for related disclosures.




INDEPENDENT AUDITOR’S REPORT (Continued)

MIDDLE EAST SPECIALIZED CABLES COMPANY

(A Saudi Joint Stock Company)

Key Audit Matters (Continued)

Yaluation of inventory

Key audit matter

How the matier was addressed in our audit

As at 31 December 2020, the Group’s inventories
balance was SR 89 million (2019: SR 133 million)
net of allowance for slow moving inventories of SR
23 million (2019; SR 39 million}.

Inventories are stated at the lower of cost and net
The reassess .
allowance slow moving
consediration of the nature and useful life of

realizable value. Managemnent

for inventories in
inventory to writte of the inventory cost override the

amount of realizable value.

We considered valuation of inventories as a key audit
matter due to the significant management judgment
invelved in determining the allowance for slow
moving inventories and the level of inventories write
down required based on net realizable value
assessment.

We performed the following procedures in relation
to valuation of inventory:

the of
allowance for stlow moving inventories as

» Considering appropriateness
per the Group policies and assessing
compliance with applicable accounting
slandards;

o Testing the design and effectiveness of
internal controls tmplemented by the Group
through the inventory cycle;

* Testing the net realizable value of finished
goods inventories by considering actual
sales post at yearend and the assumptions
used by the management to check whether
inventories are valued at the lower of cost
and net realizable value.

We assessed the adequacy of the Group’s
disclosures included in the consolidated
financial statements.

Refer to note (5.16) for the accounting policy and note {10) for related disclosures.




ver vy aves - OR'S REPORT (Continued)
MIDDLE EAST SPECIALLIZED CABLES COMPANY
(A Saudi Joint Stock Company}

Other Information

Management is responsible for the other information. The other information comprises the information
included in the annual report but does not include the consolidated financial statements and our auditor’s report
thereon. The annual report is expected to be made available to us after the date of this auditor’s report.

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

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

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

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

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with the Intemnational Financial Reporting Standards that are endorsed in the Kingdom of Saudi
Arebia and other standards and pronouncements issued by SOQCPA, Regulations for Companies and
Company’s By-laws, and {or such internal control as management delermines 15 necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

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

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

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

As part of an audit in accordance with ISAs that are endorsed in the Kingdom of Saudi Arabia, we excrtise
professional judgment and maintain professional skepticism throughout the audit, We also:
¢ ldentify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.



INDEPENDENT AUDITOR’S REPORT (Continued)
MIDDLE EAST SPECIALIZED CABLES COMPANY
(A Saudi Joint Stock Company)

Auditor’s Respoausibilities for the Audit of the Consolidated Financial Statements {Continued)

e Obtain an understanding of internal control relevant to the eudit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Group's internal control,

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

» Conclude on the appropriateness nf management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group’s ability to continue as a going concem. If we conclude that
a material uncertainty exisis, we are reguired to draw atlention in our auditor’s reporl to the related
disclosures in the consolidated financial statements or, if such disclosures are inadequate, 1o modify our
opinion. Gur conclusions are based on the audit evidence cbtained up o the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going concern,

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

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

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

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

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current year and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare cireumstances, 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.

Al Azem, Al Sudairy, Al Shaikh & Partners
Certified Public Accountants

Abdullah M. Al Azem
License No. 335

12 Shaban 1442H (March 25, 2021)
Riyadh, Kingdom of Saudi Arabia



MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SAUDIJOINT STOCK COMPANY)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2020

ASSETS

Non-current assets

Property, plant and equipment
Intangtble assets

Right of usc assets

Non-current accounts receivable
Total non-current assets

Current assets
Inventories

Assets held for sale
Accounts receivable

Cash and cash equivalents
Total current assets
TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Share capital

Statulory rescrve

Accumulated losses

Total equity

Liabilitics

Non-eurrent liabilities

[.ong-term loans

Lease liability - non current portion
Emplovees’ end of service benefits
Total non-current liabilities

Current liabilities

Current portion of long-term loans
Short-term ioans

Accounts payable

Lease liability - current portion
Zakat provision

Dividends payablc

Total current liabilities

Total liabitities

TOTAL EQUITY AND LIABILITIES

December December
31,2020 31,2019
Note SR SR

G 151,827,312 175,858,624

7 1,485,249 3,499313

8 8,795,560 10,203,340

2 26,715,829 33,001,262

190,833,950 232,562,539

1¢ 88,609,183 132,986,461

11 6,987,314 -

g 337,979,236 304,406,022

12 39,356,857 14,318,473

482,932,590 451,710,956

673,766,540 674,273,495

13 300,000,000 400,000,000

14 28,985,180 28,985,180
(67,899,895) {69.443,533)

361,085,285 359,541,247

15.1 75,271,039 94,088,798

8 7,716,500 8,814,875

16 21,260,621 19,108,400

104,248,160 122,012,073

151 21,817,758 6,537,999

15.2 9,579,426 6,660,318

17 145,195,172 163,375,820

3 873,464 1,111,205

19 30,926,088 14,593,646

41,187 41,187

208,433,095 192,720,175

312,681,255 314,732,248

673,766,540 674,273,495

The accompanying notes from (1) to (30) form an integral part of these consolidated financial statements

- -



MIDDLE EAST SPECIALIZED CABLES COMPANY
{A SAUDI JOINT STCCK COMPANY}

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME

FOR THE YEAR ENDED DECEMBER 31, 2020

Sales
Cost ol sales
Gross profit

Selling and marketing expenses
Administrative and peneral expenses
Other income {expenses)

Operating prolit (loss)

Finance cost
Net profit {loss) before zakat

Zakat
Net profit (loss) for the year

Oiher comprehensive loss

Itemn that will not be reclassified subsequcntl_y to profit or loss:
Remeasurement loss of employees' end of service henelits
Qther comprehensive loss for the year

Total comprehensive income (loss) for the vear

Farnings (loss) per share

Basic and diluted earnings (loss) for the year altribuiable to ordinary

equity holders

Note

20
21

22

19

December December
31,2020 31,2019
SR SR
525,593,615 468,183,087
(444,974,522) (414.801.730)
80,619,093 53,381,337
{17,925,351) (20,935,481)
{31,958,159) (41,164,560)
165,898 (24.515%)
30,901,481 (8.743.219)
(4,979,569 (6.388.871)
15,921,912 {15.132.190)
(23,854,874 {9,450,000)
2,067,038 (24,582 19
{523,000) (750,000}
(523,000} {750,000
1,544,038 (25.332,190)
005 (0.61)

The accompanying noles from (1) to (30) form an integral part of these consclidated tinancial statements

-8






MIDDLE EAST SPECIALIZED CABLES COMPANY

(A SAUDIJOINT STOCK COMPANY)

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Net profit (loss) for the year

Adjustments:
[Depreciation and amortization

Depreciation of right of use assets

(Gain} loss on sale of property, plant and equipment
Slow moving inventories

Amortization for arrangement fees

Impairment of accounts receivable

{‘inance cost

(iain on remeasurement of lease liabilities
Allowance against amounts due from subsidiary
Emplovees end-of-service benefits

linpairment of property, plant and equipment

Zakal expenses

Operating cash lows before changes in working capilal

Changes in working capital

Accounts receivahle

Inventories

Accounts payable

Cash generated from operations

Finance cast paid

Employee end-of-service benefits paid

Zakat paid

Net ¢ash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of properiy, plant and equipment

Proceeds from szle of property, plant and equipment
Purchase of intanpible assels

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Net change on short-term loans

Lease liability paid

Repayment of long-term loans

Net cash used in financing activities

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

Supplementary information for non-cash transactions:

Transfer from property, plant and equipment 1 assets held for sale

Derecognition of lease liabilities

Transfer from property, plant and equipment to intangible assets

Short tenm [oans restructured 10 Jong termn
Impact of adopting IFRS 16

December December
31,2020 31,2019
SR SR
1,067,038 (24,582,190)
19,496,386 20,556,598
618,245 815,083
(71,092) 03,069
1,394,708 7,161,464
- 20,888
2,703,707 6,359,187
4,979,569 6,388,071
{52,427) -
710,902 488,616
2,592,206 2,576,427
817,268 1,117,612
23,854,874 9,450,000
59,111,384 30,445,725
(30,712,290) 60,635,425
42,982,570 (11,164,717)
(14,589.‘?23_}_ (36,860,145)
56,791,841 43,056,258
(7,591,495 (11,503,292)
(1,400,985 {2,578,499)
(7,922,432) (10.653,176)
39,876,929 18,321,321
(2,805,857) (2,493,252}
111,350 358,908
(489.990) (1,321,765)
(3,184,500) (3,456,019)
2,319,108 ({15,091,160)
(1,035,153 {1,139.707)
(3,538,000H -
{1,654,045) (16,230,867)
35,038,384 {1.365,5657
14,318,473 15.684.038
49,356,857 14,318.473
7,203,418
{789,535) -
50,000 656,851
- 55,000,000
- 11,018,423

The accompanying notes from (1) to (30) form an intepral part of these consolidated financial statements

.10 -



MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SAUDIJOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

1.

ACTIVITIES

Middle East Specialized Cables Company (“MESC™) (“the Company™) is a Saudi Joint Stock Company
registered in Rivadh, Kingdom of Saudi Arabia under commercial registration number 1010102402 dated
10 Jumada Awal 1413H (corresponding to 4 November 1992).

The Company and its subsidiary (collectively “the Group™) are cngaged in the production and sale of Mexibic
electric, coaxial. rubber and nylon coated wires and cables, telephone cables for internal extensions.
computer cables, safety and anti-fire wires and cables and contre! and transmission of information cables.

‘T'he address of the Company's registercd office is as follows:

Al Bait project. Building No. 1
Salahuddin Street

PO Box 585

Riyadh 11383

Kingdom of Saudi Arabia

The company have following branchea: -
Commercial Name - City Commercial Register Number
Middie Cast Specialized Cables Company MESC- Khobar Branch 2051023224
Middle East Specialized Cables Company MESC- Jeddah Branch 4030126555

The Company had the following subsidiary and investments as at 31 December 2020. The [linancial
staternents of this subsidiary are consolidated and the investments are recorded at fair value in these
consolidated financial statements.

Current legal

ownership % Country of

Subsidiary/ Investments Legal status 2020 3019 Incorporation
Middle East Specialized Cables .
Company - Jordan (MESC Jordan) * Joint Stock Company 19.9 19.9 Jordan
MESC for Medium and High Closed Joint Stock
Volage Cables Company** Company 7.5 273 Jordan
MESC - Ras Al-Khaimah Limited Liabiliry 100 100 United Arab

Company Einirates

* Fair value for the Company’s investments in Jordan is zero.

* The Extra Ordinary General Assembly of the subsidiary in }erdan “*MESC for Medium and High Voltage
Cables Company” decided in their Meeting dated on October 11, 2017 to liquidate the Company. As aresult
of that, Middle east specialized Cables Co (MESC KSA}) lost control of MESC for Medium and High
Yoltage Cables Company. Consequently, MESC KSA stopped consolidating MESC for Medium and High
Voltage Cables Company from October 11, 2017,

Going concern

The Board of Directors has made an asscssment of the Group’s ability to continue as a going coneem and is
satisfied that it has the resources to continue in business for the foreseeable future for a period of at least (2
months from end of the rcporting period. Furthermote, management is not aware of any material
uncertainties that may cast significant doubt upon the Group’s ability to continue as a going concern,
Therefore, the consalidated financial statements continue to be prepared on the going concern basis.

The impact of COVID-19

In response to the spread of the Covid-19 virus and the resulting disruption of economic activities in the
markets, the management assessed its impact on ils operations to ensurc the continuity of supplying ils
products in its markets and tovk a set of measures to mitigate its impact on its operations and the supply of
procucts to customers. The management believes that the Covid 19 epidemic had a materizl impact on the
financial results of the group that were reported for the year ended December 31, 2020 due to the decrease
in demand for the Group’s products during this period, and in any case. the management will continue to
monitor the situation closely and will adjust any changes required in the future linancial reporting periods.

S11-



MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TC THE CONSOLIDATED FINANCIAL STATEMENTS (Continucd)
FOR THE YEAR ENDED DECEMBER 31, 2020

2. BASIS OF PREPARATION

These consolidated financial statements have been prepared in accordance with the International Finangial
Reporting Standards as endorsed in the Kingdem of Saudi Arabia and other standards and pronouncements
cndorsed by the Saudi Organization for Certificd Public Accountants.

The consolidated Mnancial statements have been prepared on the historical cost basis except delined
employee benefit obligations that have been valued at prescnt value of future liabilities using the projected
unil ¢credit method and 1he assets held forsale that have been valued at fair value less cost to sell as deseribed
in the significant accounting policies,

I'he consalidated financial statements arc presented in Saudi Riyals, which is the functional and presentation
currency of the Group, and all values are rounded to the nearest Saudi Riyal, except where otherwise
indicated.

J. BASIS OF CONSOLIDATION FINANCIAL STATEMENTS

These consolidated financial slatemcnts comprising the consolidated Statement of financial position,
consolidated statement of profit or loss, consolidated statement of comprehensive income, consolidated
Statement of Changes in Eguity, Consolidated Statement of Cash Flows and notes to the Consolidated
Financial Statements of the Group include assets, liabilities and the results of the operations of the Company
and i1s subsidiaries, as set out in note (1). The Company and its subsidiarics are collectively referred to as
the “Group”. Subsidiaries are entities controlled by the Group. The Group controls an entity when it is
exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect
those returns throogh its power over the cntity. Subsidiaries are consolidated from the date on which control
commences until the date on which control ceases. The Group accounts for the business combinations using
the acquisition method when control is transferred to the Group. The consideration transferred in the
acquisition is generally measured at fair value, as are the identified net assets acquired and fair value of pre-
existing equity interest in the subsidiary. The cxcess of the cost of acquisition and amount of Non
controlling interest {"NCI™} over the fair vatue of the identifiable net assets acquired is recorded as goodwill
in the consolidated Statement of Financial Position. NCI is measured at their proportionate share of the
acquiree's identifiable net assets at the date of acquisition. [T the business combinaticn is achieved in stages,
the acquisition datc carrying value ot the Group's previcusly held equity interest in the acquiree is
remeasured ‘o fair value at the acquisition date. Any pains or fosses arising from such remeasurement are
recognised ia the consolidated statement of profit or loss. intra-group balances and transactions, and any
unrcalised income and cxpenses arising from intra-group transactions, are eliminated. Accounting policics
of subsidiaries are aligned, where necessary, 10 ¢nsure consistency with the policies adopted hy the Group.
The Company and its subsidiaries have the same reporting periods.

4, USE OF JUDGMENTS AND ESTIMATES

In preparing these consolidaled financial statements, management has made judgments and estimates that
affect the application of accounting policies and the reported amounts of assets and liabilities, income and
expense. Actual results may differ from these estimates,

Listimates and underlying assumptions are reviewed on an ongping basis. Revisions to estimates are
recognized prospectively.

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty
at the end of the reporting period that may have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial vear.



MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SALDI JOINT STOCK COANPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

4. USE OF JUDGMENTS AND ESTIMATES (Continucd)

Useful lives and residual values of property, plant and equipment and intanpible asseis

An estimate of the useful lives and residual values of propery, plant and equipment and intangible assets is
made for the purposes of calculating depreciation und amortization respectively. These estimates are made
based on expected usage for useful lives. Residual value is determincd based on experience and observable
data wherc available.

Provision of expected credit loss

The expected credit loss provision is determined by reference to a combination of factors to ensure that
financial assets are not overpriced due 10 the probability that they will not be collected, including their
quality. age, credit rating and collateral. Economic data and indicators are also taken into account,

fmpairment of non-financial assets

An impairment cxists when the camying value of an asset or COU exceeds its recoverable amount, which is
the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal
calculation is bascd un available data from binding sales transacticns, conducted at arm’'s length for similar
assets or observable marke! prices less incremental costs for disposing of the asset. The value in use
calculation is based on a DCF model. The cash MNows are derived (rom the budget for the Iasi five ycars and
do not include restructuring activities that the Group is not yet committed to or sipnificant fulure investments
that wilt enhance the asset’s performance of the CGU being 1ested. The recoverable amount is most sensitive
to the discount rate used for the DCF madel as well as the cxpected future cash-inllows and the growth rate
used for extrapolation purposes.

Provision of stow maving inventory

Inventories are stated at the lower of cost and net realizable value. Adjusiments arc made 1o reduce the cost
of inventories to net recoverable amount, if necessary,

Influencing factors includes changes in inventory demand, technological changes, deterioration of quality
and other quality matters. Accordingly, the Group considers these faclors and takes them into account to
calculate the provision of idie stack and slow movement. Any adjustments that may result from the
difference in these factors are periodically revicwed.

Leases - Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in the lcase, thercfore, it uses its incremental
borrowing rate (IBR) to measure lease liabilities. The 1BR is the rate of interest that the Group would have
to pay to barrow over a similar term, and with a similar security, the [unds necessary to obtain an asset of 2
similar value to the right-of-use asset in a similar economic environment. The [BR therefore reflects what
he Group *would have 10 pay’, which requires estimation when no observable rates are available or when
they need to be adjusted o reflect the terms and conditions of the Jease. The Group estimates the 1BR using
observable inputs (such as market interest rates) when available and is required to make certain entity
specific estimates.

Employee defined benefit pluns

Lmployee defined benefit liabilities are determined using an actuarial valuation which requires estimates to
be made of the varicus inputs. 'These estimates have been disclosed in note 16.
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MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

4.

USE OF JUDGXNENTS AND ESTIMATES (Continued)
Fair vafue measurement

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

In the principal market for the assct or liahility: or

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

The principal or the most advantageous market musl be accessible by the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or the liability, assuming that marke1 participants act in their economic best interest.

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

All assets and liabilities for which fair valoe is measured or disclosed in the consolidated financial statements
are categorized within the fair value hierarchy. This is described as follows, based on the lowest level input
that is sipnificant 1o the fair valuc measurement as a whole:

Level 1 - Quoted (unadjusted) markcet prices in active markets for identical assets or liabilities;

Level 2 - Valualion techniques for which the lowest level input that is significant 1o the fair value
measurement is direcily or indirectly observable;

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobscrvable.

For assets and liabilities that are recognized in the consolidated financial statements at fair valuc on a
recurring basis. the Group dcterimines whether transfers have occurred between levels in the hierarchy by
re-assessing calegorization (based on the lowest level input that is significant 10 the fair value measurement
as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Group has detennined ¢lasses of assets and liabilities on the

basis of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy,
as explained above,
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MIDDLE EAST SPECIALIZED CABLES COMPANY
" {A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continucd)
FOR THE YEAR ENDED DECEMBER 31, 2020

SIGNIFICANT ACCOUNTING POLICIES

5.1 New Standards, Amendment to Standards and Interpretations:
The Group has applied the following standards and amendments for the [irst time for their annual reporting
period commencing on or after | January 2020,

5.1.1 Amendments to LIFRS 3 - definition of a business

This amendment revises the definition of a business. According to feedback received by the [ASB,
apptication of the cument guidance is commonly thought to be too complex, and it resulls in too many
transactions gualifying as business combinations.

5.1.2 Amendments to 1AS | and 1AS 8 on the definition of materiality

These amendmenis to IAS |, "Presentation of financial statements’, and IAS 8, *Accounting policics,
changes in accounting estitnates and errors’, and conseguential amendments to other IFR 8s:

i) use a consistent definition of materiality throughout IFRSs and the Conceptual Framework for Financial
Reporting;

11) Clarify the explanation of the definition of material; and

iii) Incorporate some of the guidance in IAS 1 about immaterial information.

5.1.3 Amendments to IFRS 9, [AS 39 and [FRS 7 - Interest rete benchmark

Reform these amendments provide certain reliefs in connection with interest rate benchmark reform. The
reliefs relaie to hedge accounting and have the effect that IBOR reform should not generally, cause hedge
accounting to terminate. However, any hedpe ineffectiveness should continue to be recorded in the
Consclidated Statement of Profit or Loss. The adoption of above amendments do not have any material
impact on the Consolidated Financial Statements during the year.

5.2 Standards issued but not yet effective

Following are the new standards and amendments to standards which are effective for annual periods
beginning on or after 1 January 2021 and earlier application is permitted; however, the Group has not early
adopied them in preparing these Consolidated Financial Statements.

5.2.1 Amendments to [AS | "Presentation of Financial Statements' to the classification of liabilities

These narrow-scope amendments to LAS 1, *Presentation of financial statemenis’, clarify that liabilities are
classified as either current or non-¢urrent, depending on the rights that exist at the end of the reporting
period. Classification is unaffected by the expectations of the entity or events afler the reporting date (for
exampile, the rece{pt of a waiver or a breach of covenant). The amendment also clarifies what [AS 1 means

when it refers to the "semlement” of a liability.
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MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SALDIJOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued}
FOR THE YEAR ENDED DECEMBER 31, 2020

5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

5.2 Standards issued but not yet effective (Continued)

5.2.2 Amendments to TFRS 3, [AS 16, IAS 37

- IFRS 3, 'Busincss combinations' update a reference in [FRS 3 to the Conceptual Framework for
Financial Reporting without changing the accounting requircments for business combinations,

- 1AS 16, ‘Property, plant and equipment” prohibit 2 Group from deducting from the cost of property,
plant and equipment amounts received from selling ilems produced while the Group is preparing the
asset [or its intended use. Instead, a Group will recognise such sales proceeds and related cost in profit
or loss,

- LAS 37, Provisions, contingent liahilities and contingent assets’ specify which costs a Group includes
when assessing whether a contract will be loss-making.

5.3 Annual Improvements to IFRSs 2018-2020 Cycle
These improvements are cfTective on or after January 2021,

- IFRS 9, 'Financial Instruments’ - Clarify the fees a Group includes in performing the 10 per cent test”
in arder to assess whether to derccognise a financial liability,

- IFRS 16, ‘Leases’ - Remove the potential for confusion regarding lease incentives by amending an
Hiustrative Examplc 13 accompanying

- IAS 41, *Agriculture’ - Align the fair value measurement requiremenis in [AS 41 with those in other
IFRS Standards.

5.4 Revenue

Revenue is measured based on the consideration specified in a contract with customer and excludes amount
collected on behalf of third parties. The Group recognizes revenue when it transfers contrel over a product
or service to a customer. The principles in [FRS 15 are applied using the following live steps:

Step I: The Group accounts for a contract with a customer when:

*  The contract has been approved and the parties are committed;

= [Cach party's rights arc identified;

*  Payment terms are defined;

= The contract has commereial substance; and

*  Collection is probable,
Step 2: The Group identify all promised poods or services in a contract and determines whether to account
for each promised good or service as a separale performance obligation. A good or service 15 distinet and is
separated from other ubligations in the contract if both:

» the customer can benefit from the good or service separately or together with other resources that
are readily available to the customer; and
« the good or service is separately identiNable from the other goods or services in Lhe contract.

Step 3: The Group determine the transaction price, which is the amount of consideration it expects to be
entitled to in exchange for transferring promised goods or services to a customer.

Step 4: The transaction price in an arrangement is allocated to each separate performance obligation based
on the relative standalone selling price of the good or service being provided to the customer.

Srep 5 Revenue is recognized when control of the goods or services is transferred to the customer, The
Group transfers a good or service when the customer obizins control of that good or service. A customer
ubtains control of @ good or service if it has the ability to direct the usc of and receive the benefit from the
pood or service,
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MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continucd)
FOR THE YEAR ENDED DECEMBER 31, 2020

5. SIGNIFICANT ACCOUNTING POLICIES (Continued}
5.4 Revenue (Continucd)

The following is a description, accounting policics and significant judgements of the principal activities
from which the Group generates revenue.

Sales of poads

Revenue is recognized when control of the products has transferred, being when the products are delivered
10 the customer. Delivery occurs when the products have been shipped to the specific location, the risks of
absolescence and loss have been transferred to the customer.

5.5 Leases

The Group assess whether a coniract contains a lease, at inception of the contract. For all such lcase
arrangements the Group recognize right of use assets and lease liabilities except for the short term leases
and leases of low valuc assets as follows:

Right-of-use assets

The Group recognizes right-of-use assets at the commencement date of the lease (i.e., the datc the
underlying asset is available for use). Right-of-use asscts are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any re-measurcment of lease liabilitics. The cost of
tipht-of-use asscts includes the amount of lease liabilities recognized, initial direct cosis incurmed, and lease
payments inade at or before the commencement date less any lease incentives received. Unless the Group
is reasonably certain to obtain ownership of the leased asset at the end of the lease term. the recognized
right-of-use assets arc depreciaied on a straight-line basis over the shorter of Its estimated useful life and
the lcase term. Right-of-usc assets are subject to impairment.

Lease liabilities

At the commencement date ot the leasc, the Group recognizes lease liabilities measured at the present valuc
of lease payments to be made over the lease term. The Icase payments include fixed payments (including
in-substance fixed payments) less any lease incentives receivabie, variable tease payments that depend on
an index or a rate, and amounts expected to be paid under residual value guarantees. The lease payments
also include the exercise price of a purchase option reasonably certain to be exercised by the Group and
payments of penalties for terminaling a lease, if the lease term reflects the Group exercising the option to
terminate, The variable lease payments that do not depend on an index or e rate are recognized as cxpense
in the period on which the event or condition that triggers the payment oc¢curs.

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit in the lease is not readily determinable, Alier the
commencement date, the amount of lease liabilities is increased o reflect the averetion ol inteiest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilitics is re-measured if
there is 2 modification, a change in the lease term, a change in the in-substance fixed lease payments or a
change in the assessment to purchase the underlying asset.
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MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

5. SIGNIFICANT ACCQUNTING POLICIES {Continued)

5.6 Finan¢ial instruments

The Group recognizes a financial asset or a financial liability in its consolidated statement of financial
position when it becomes a party to the contractual provisions of the instrument.

Al initial recognition, the Group recognizes @ financial instrument at iis fair value plus or minus. in the case
of a financial instrument not ai fair value through profit or loss.

Financial assets

IFRS 9 introduces new ¢lassification and measurement requirements for financial asscts, [IFRS 9 requires all
financial assets to be classified and subsequently mcasured at eithcr amorlized cost or fair value. The
classificaiion depends on the business mode! for managing the financial asset and the contractual cash flow
characteristics of financial asset, determined at the time of initial recognition.

Firancial assets are ¢lassified into the following specified categories under IFRS 9

»  [ebt instruments at amortized cost;

*  Debt ingtruments at fair value thirough other comprehensive income (FYOCT), with gains or losses
recycled to profit or loss on derecognition;

= LEquity instruments at FVOCI, with no recycling of gains or losses to profit or loss on derecognition;
and

* Financial assets at fair value through profit and loss (FVPL).

Financial assets classified as amortized cost

Debt instruments that meet the following conditions are subsequently measured at amortized cost less
impairment loss (except for debt investments that arc designated as at fair value through prolit or loss on
mitial recognition):

=  The asset is hcld within a business model whose objective is to hold asscts in order 1o collect
contractual cash flows: and

«  The contractual ternins of the instrumnent give rise on specified dates to cash flows that are solely
pavments of principal and interest on the principal amount outstanding.

If 2 Nnancial asset does not meel both of these conditions. it is measured at fair value.
The Group makes an assessment of a business model at portfolio level as this best reflects the way the
business is managed and information is provided to management. [n making an assessment of whether an
asset 15 held within a business model whose objective is to hold assets in order to collect contractual cash
flows, the Group considers:
v  Management’s stated policies and objectives for the portfolio and the operation of those policies in
practice;
*  The risks that afTect the performance of the business model (and the financial asscts held within that
business model) and, in particular, the way those risks are managed;
» How management evaluates the performance of the portfolio;
*  Whether the management’s strategy focus on eaming contractua! commission income;
*  The degree of frequency of any expected asset sales;
*  The reason {or any asset sales; and
*  Whether assets that are sold are held for an extended period of time relative to their contractual
maturity or are sold shortly alter acquisition or an exiended time before maturity,
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MIDDLE EAST SPECIALIZED CABLES COMPANY
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NOTES TQ THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

5. SIGNIFICANT ACCOUNTING POLICIES (Continued)

5.6 Finanvcial instruments (Continued)

In assessing whether the contractual cash Nows are solely payments of principal and interest, the Group will
consider the contractual terms of the instrument. This will include assessing whether the financial asset
contains a contractual term that could change the tining or amount of contragtual cash flows such that it
would not meet this condition,

Income 1s recognized on an effective interest basis for debt instruments measured subscquently al amortized
cost. Interest is recognized in the consolidated statement of profit or loss,

Debt instruments that are subsequently measured at amortized cost are subject to impairment.
Financial assets designated us FVOCT with recycling
Debt instruments that meet the following conditions are subsequently measured at FVOCI:

» The financial assct is held within a business model whose objective is achieved by both collecting
contractuai cash flows and selling the financial assets; and

*  The vontractual terms of the {inancial asset give rise on specified dates to cash flows that are solely
pay ments of principal and interest on the principal amount outstanding.

For debt financial instruments measured at FVQCI, commission income and impairment losses or reversals
are recognized in consolidated statcrnent of profit or loss and computed in the same manner as for financial
assets measured at amortized cosl. All other changes in the carrying amount of these instruments arc
recognized in other comprehensive income and accumnulated under the investment revaluation reserve,
When these instruments arc derecognized, the cumnulative gains or losses previously recopnized in
consolidated statement of other comprehensive income are reclassified to the consolidated statement of
profil or loss.

Financial assets classified as FVPL

Investments in equity instruments are classified as at FVYPL, unless the Group designates an invesiment that
is not held for trading as at FVQCI on initial recognition,

Debt instruments that do not mect the amortized cost of FYOCT criteria are measured at FVPL., In addition,
debt instruments that meet the amortized cost criteria but are designated as at FVPL to avoid accounting
mismatch are measured at fair value through income statement. A debt instrument may be designated as at
FVPI. upon initial recognition if such designation eliminates or significantly reduces a measurement or
recognition inconsistency that would arise frum measuvring assets or liabilities or recognizing the gains and
lusses wit them on different bases. The Group has not designated any debt instruinent as FVPL since the date
of initial application of IFRS 9 (ie. 1 January 2018).

Debt instruments arc reclassificd from amorized cost to FVPL when the business model is changed such
that the amortized cost eriteria are no longer met. Reclassifieation of debt instruments that are designated as
at FYPL on initial recognition is not allowed.

Financial assets at FVPL are measured at fair value a1 the end of each reporting period, with any gains or
losses arising on re-measurement recogrized in consolidated stateinent of profit or loss.

Commission income on debt insiruments as at FVYPL is included in the conseolidated statement of profit or
loss.

Dividend income on investments in equity instruments at IF'VPL. is recognized in the consolidated statement
of profit or Toss when the Group’s right 10 receive the dividends is established:
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MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SAUDIJOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

3. BIGNIFICANT ACCOUNTING POLICIES (Continued)

5.6 Finanvial instruments (Continued)

Investment in equily instruments designated as FVOCT

On initial recognition, the Group can make an irrevocable election (on an instrument-by-instrument basis)
to designate investments in equity instruments as at FVYOCT. Designation as at FYOC] is not permitted if the
equily investment is held for trading.

A fingncial asset or financial liability is held for trading if

= |t is acquired or incurred principaliy for the purpose of selling or repurchasing it in the near term;

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

¢ i is 4 derivaiive (except for a derivative that is a financial guarantee contract or a designated and
effective hedging instrument).

Investments in cquity instruments at FVQCI are initially measured at fair value plus transaction costs.
Subsequently, they are measured at fair valoe with gains and losses arising from changes in fair value
recognized 1n consolidated statement of other comprehensive income and accumulated in other reserves.
(Gain and losses on such equity instruments are never reclassified to consolidated statement of profit or loss
and no impairment is recognized in income statement. [nvestment in unquoted equity instruments which
were previcusly accounted for at cost in accordance with TAS 39, are now measured al fair value. The
cumulative gain or toss will not be reclassified to income statement on disposal of the investments.

Dividends on these investments are recognized in statement of income when the Group’s right to receive
the dividends is established. unless the dividends cicarly represent a recovery of pan of the cost of the
investment,

Investment reva,uation reserve includes the cumulative net change in fair value of equity investment
measured at FVOCL When such equity instruments are derecognized, the related eumulative amount in the
fair value reserve is transferred 1o retained earnings.

Impairment of financiaf asseis

The Group recognizes a loss allowance for expected credit losses (ECL) on debt instruments that are
measured at amortized cost or at FVOCI, lease receivables, trade receivables, as well as on lean
cemmitments and financial guarantee contracts.

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

The Group applies the simplified approach to calculate impairment on trade receivables and this always
recognizes lifetiine ECL on soch exposures. ECL on these financial assets arc estimated using a flow rare
based on the Group’s historical credit loss experience, adjusted for factors that are specilic to the debtors,
general economie conditions and an assessment of both the current as well as the forecast direction of
conditions at ihe reporting date, including time value of money where appropriate,

For all other finencial instruments, the Group applies the general approach to calculate impairment. Lifetime
ECL is recognized when there has been a significant increase in credit risk since initial recognition and 12
morth ECL is recognized the credit risk on the {inancial instrument has not increased sipnificantly since
initial recognition, The assessment of whether credit risk of the [inancial instrument has increased
significantly sinee initial recognition is made through considering the change in risk of default occurring
over the remaining life of the financial instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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5. BIGNIFICANT ACCOUNTING POLICIES (Continued)

5.6 Financial instruments ({Continued)

Measurement and recognition of expected credit losses

The measurement of expected credit Josses is a function of the probability of default, loss given default (i.e.
the magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability
uf defauli is based on historical data adjusted by forward-looking information as described above. As for the
exposure at default for financial assels, this is represented by the assets’ gross camying amount at the
reporting date. Exposure at default for off balance sheet itcms is arrived at by applying a credit conversion
tactor 1o the undrawn portion of the exposure.

Where lifetime ECL is measured on a collective basis 1o cater for cases where ¢vidence of signilicant
increases in credit risk at the individual instrument level may not yet be available, the financial instruments
are prouped on the following basts:

*  Nature of financial instruments (i.e. the Group's trade and other receivables, finance lease
reccivables and amounts due from customers are cach assessed as a separate group. Loans 10 related
parties are assessed for cxpected credit Josses on an individual basis);

=  Past-due status;

»  WNature, size and industry of debtors; and

= External credit ratings where available.

The Group recognizes an unpairment gain or loss in the consolidated statemcnt of profit ot loss for all
financial instruments with a corresponding adjustment to their carrying amount through a loss allowance
account, except for invesiments in debt instruments that are measured at FYOCI, for which the loss
allowance is recognized in consolidated statement of other comprehensive income and accumulated in the
investment revaluation reserve, and does not reduce the carrying amount of the financial asset in the
consolidated statement of [inancial position.

Derecognition of financial assets

The Group derecognizcs a financial assel only when the contractual rights to the eash lows from the asset
expire; or it transfers the {inancial asset or substantialiv all the risk and rewards of ownership to another
entity. If the Group neither transfer nor retains substantially ail the risks and reward of ownership and
continues to control the transferred assct, the Group recognizes its retained interest in the asset and associated
liability for amounis it may have to pay. [f the Group rctains substantially all the risks and rewards of
ownership of a transferred tinancial asset, the Group continues te recognize the financial asset and also
recognizes a collateralized borrowing for the procecds received.

Finaircial iabilities

Financial liabilities carried at amortized cost have been classified and measured at amoertized cost using the
effective yield method.

For financial liabilities that are designated as at FVPL, the amount of change in the fair value of the financial
liability that is attributable to changes in the credit risk of that liability is recognized in consolidated
stalemncnt of other comprehensive imcome, unless the recognition of the effects of changes in the liability's
credit risk in other comprchensive income would ereate or enlarge an aecounting mismatch in consolidated
statement of profit or loss. Changes in fair value attributable to a financial liability’s credit risk are not
subsequently reelassified to consolidated statement of profit or loss,

The liability credit reserve includes the cumulative changes in the fair value of the financial liabilities

designated as al fair value through profit or loss that are attributable to changes in the credit risk of these

liabilitics and which would not create or ¢nlarge accounting mismatch in income statement. Amount

presented in liability credit reserve are not subsequently transferred to consolidated statement of profit or

loss. When such investments are derecognized, the related cumulative amount in the liability credit reserve
221 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

5. SIGNIFICANT ACCOUNTING POLICIES (Continued)

5.& Financial instruments (Continued)
Financiwd Habifities (Continued)

Is transterred to retained camings. Since the date of initizl application of IFRS 9 {i.c. 1 January 2018), the
Group has also not designated anv financial lizbility as at FVPL.

Derecognition af financial labilities

The Group derecognizes financial liabilities when, and only when, the Group’s obligations are discharged,
cancelled or they expire.

5.7 Foreign currencics

The Group’s consolidated financial statements are presented in Saudi Riyals, which is the presentational and
functional currency in Kingdoin of Saudi Arabia.

Transactions in foreign currencies are initially recorded by the Group at their market exchange rate against
the funciiona! currcncy al the date the transaction first qualifies for recognition.

Monctary assets and liabilities denominated in foreign currencies are retranslated at the functional currency
spol raie of exchange ruling at the reporiing date.

Ditferences arising on settlement or translation of monetary items are recognized in consolidated statement
of proZit or loss with the exception of monetary items that are designated as part of the hedge of the Group’s
net investmnent of a foreign operation. These are recognized in consolidated statement of OCI until the net
investment is disposed of, at which time, the cumulative amount is classified to consolidated statenent of
prefit or loss. Tax charges and credits attributable to exchange differences on those monetary items are also
recorded in consolidated statement of OCI.

5.8 Borrowinp costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are asscts that ncecssarily take a subsiantial period of time, that is more than one year, to get ready for their
intended use, are added to the cost of those assets, until such time as the assels are substantially ready for
their intended use. No borrowing costs are capitalized during idle periods.

To the extent that variable rate borrowings are used to finance a qualifying asset and are hedged in an effective
cash Now hedge of intercst rate risk, the effective portion of the derivative is recognised in consolidated
statement of other comprehensive income and released to consolidated statement of profit or loss when the
qualifying asset impacts profit or loss, To the extent that fixed rate borrowings are used 1e inance a qualifying
assct and are hedged in an cffective fair value hedge of interest rate risk, the capitalised borrowing costs
reflect Ui hedged interest rale,

Invesiment income earncd on the iemporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalizaticn. All other borrowing costs
are recognized in consolidated statement of profit or loss in the period in which they are incurred.

5.9 Provisions

Provisions arc recopnized when the Group has a present obligation (legal or constructive) as a result of a past
event. it is probable that the Group will be required to settle the obligation, and a reliable estimate can be
made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to sctile the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
abligatton. When 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 the effect of the time value of money is
material). When discounting is used, the increase in the provision due to the passage of time is recognized as
a {inance cost.
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5. SIGNIFICANT ACCOUNTING POLICIES (Continued)
5.10 Employee bencfits
Employees’ end of service benefirs

The end-of-service benefits provision s determined using the projected unit credit method, with acarial
vatuations being carried out at the end of each reponing pertod. Remeasurements, comprising actuarial gains
and losses, are reflected immediately in the consolidated statement of financial position with a charge or
credit recognized in consolidated statement of other comprehensive income in the period in which they
occur. Remeasurements recognized in consoiidated statement of other comprehensive income are reflected
immediately in retained earnings and will not be reclassified to consolidated statement of profit or loss in
subsequent periods. Changes in the present value of the defined benefit obligation resulting from plan
amendments or curtailments are recognized immediately in profil or loss as past service costs. Interest is
calculated by applying the discount ratc af the heginning of the period to the net defined benefit liability or
asset. Defined benefit costs are categorized as follows:

»  scrvice cost {including current service cost, past scrvice cost, as well as gains and losses on curailments
and settlements);

+  inierest expense; and

L remeasurements

The Group presents the first two components of defined benefit costs in consolidated statement of profit or
loss in relevam line items. Remcasurements are presented as part of consolidated statemen: of other
comprchensive income,

Short-term employee benefits

A liabilily is rcecognized for benefits aceruing to employees in respect of wages and salaries. annual leave,
air tickets and sick leave that are expected to be setiled wholly within twelve months after the end of the
period in which the employees render the related service. The liability is recorded at the undiscounted
amount of the bencfits expected to be paid in exchange for that service.

Retirement benefits
Retirement benefits made to defined contribution plans are expensed when incurred,

5.11 Zakat

Zakat is calculated and provided for by the Group in accordance with General Authority of Zakat and Tax
(GAZT) regulations and is charged to consolidated statement of profit or loss. 1t is calculated using tax rates
that have been cnacted or substantively enacted by the end of the reporting period.

5.12 Property, plant and equipment

Property, plant and equipment Is stated at cost less accumulated depreciation and accumulated impairment
losses, if any, When spare parts are expected to be used during more than onc period, then they are accounted
for as propernty, plant and equipment.

Historical cost includes expenditure that is directly afiributable to the acquisition of the item. Subsequent
costs are included in the asset's carrying amount or recognized as a separale asset, as appropriate, only when
it is prohable that the fulure economic benefits associated with the item will flow to the Group and the cost
can be measured reliably.
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MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SAUDIJOINT STOCK COMPANY)

NOTES TO THE CONSOQLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

5. SIGNIFICANT ACCOUNTING POLICIES (Continucd)
5.12 Property, plant and ecquipment {Continued)

Depreciation is recognized so as to write off the cost of assets less their residual «alues over their useful
lives, using the straight-line method. The estimated usefu! lives, residual values and depreciation method
are reviewed at the end of each rcporting period, with the effect of any chanpes accounted for on a
prospective basis.

The Group applies the following annual rates of depreciation to its property, piant and equipment:

Buildings 5%

Plant and machinery T% 10 25%
Furniture. fixtures and office equipment 10%to 15%
Motor vehicles 20%

Land and capital work in progress is not depreciated.

Anitem of property, plant and cquipment is derecognized upon disposal or when no future economic benefits
are cxpected to arise from the continuced use of the assel. Any gain or loss arising on the disposal or
retirement of n itern of property, plant and equipment is determined as the difference between the net sales
proceeds and the carrying amount of the asset and is recognized in consolidated statement of profit or loss.

5.13 Intangible asscts

Intangible assets with finite uselul lives that are acquired separately are carried at cost less accumulated
amorlization and accumulated impairment losses. The cost of intangible assets acquired in a business
combination is their fair value at the effective date of the business combination. Amornization is recognized
on a straight-line basis over their estimated useful lives. The estimated useful life and amortization method
are reviewed at the end of cach reporting period, with the effect of any changes in estimate being accounted
for on a prospective basis. Intangible assets with indefinite usefu! lives that are acquired separalely are
carried at cost less accumulated impairment losses.

Intangible asscts, which comprises soltware and test certificates, are amortized over a period of [ive years
and three years respectively.

An intangible asset is derecognized on disposal, or when no future cconomic benefits are expected from use
or disposal, Gains or losses arising from derecognition of an intangible asset. measured as the difference
hetw ecn 11¢ net disposal praceeds and the carrying amount of the asset, are recognized in profit or loss when
the assel is derecognized.

5.14 Assets held for sale

Non-current assets are classified as held for sale if it is highly probable that they will be recovered primanly
through sale rather than through continued use. These asscts are measured at book value or fair value less
costs 10 sell, whichever is lower. Impairment losses are reeognized upon initial classification as held for sale
in profit or {oss. Once the intangible asscts, properly, plant and equipment are classified as held for sale,
they are no fonger amortized or depreciated.
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MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

5. SIGNIFICANT ACCOUNTING POLICIES (Continued)

5.15 Impairment of tangible and intangible assefs

At e end of each reperting period, the Group reviews the carrying amounts of its tangible and intangible
assets 1o determine whether there is any indication that those assets have sulTered an impairment loss.
Goodwill and assets that have indefinite useful live, for example land, are tested annually for impairment.
IMany such indication exists, the recoverable amount of the asset is estimated in order (o determine the extent
of the impairment loss (if any). When it is not possible to estimate the recoverable aincunt of an individual
asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.
When a reasonable and consistent basis of allocation can be ideniified, corporate assets are also allogated to
individual cash-generating units, or otherwise they are allocated to the smaliest Group of cash-generating
units for which a reasonable and consistent allocation basis can be identified. Recoverable amount is the
higher of fair value less costs of disposal and value in use. In assessing value in use, the estimated fulure
cash flows are discounted to their present value using a pre-tax discount rate that reflects curremt market
assessments of the time value of money and the risks specific to the asset for which the estimates of future
cash flows have not been adjusted,

I the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amourt, the carrving amount of the asset (or cash-generating unit} is reduced to its recoverable amount. An
impairment loss is recognized immediately in consolidated statement of profit or loss.

When an iinpairment loss subsequently reverscs, the carrying amount of the asset {or a cash-generating unit)
s increased 10 the revised cstimate of its recoverable amount, but so that the increased carrying amount does
nol exceed the carrying amount that would have been determined had no impairment ioss been recognized
for the asset (or cash-generating unit) in prior vears. A reversal of an impairment loss is recognized
immediately in profit or loss.

5.16 Inventories

Inventories are siated at the lower of cost and net realizable value. Costs of inventorics are determined on a
weighted average basis. Net realizable value represents the estimated sciling price for inventories less all
estimated cosis of complction and eosts necessary 10 make the sale.

5.17 Cash and cash equivalents

For the purposcs of the statement of cash flows, cash and cash equivalents comprise cash on hand and
dcposits held with banks, all of which are available for use by the Group unless cthenwise stated and have
maturitics of 90 days or less, which are subject to insigniflicant risk of changes in values.

5.18 Expenscs

Cost of sales

Cost of saics represents all expenscs directly aftributable or incidental 1o the corc production activities of
the Group.

Sclling, marketing and administrative expenses

Selling and marketing cxpenses are copsts arising from the Group's efforts underlying marketing activities
and function. All other expenses are classified as administrative expenscs. Allocation of common expenses
between cost of sales, selling and marketing and administrative expenscs, where required, is made on a
reasonable basis with regards to the nature and circumstances of the ¢Ommon expenses.
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(A SAUDIJOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

5. SIGNIFICANT ACCOUNTING POLICIES (Continued)

5.19 Current versus Non-current classilication
The Group presents its assets and liabilities in the consolidated statement of financial position based on a
current non-current classification.

An gsset is current when it 15

* Expected to be realized or intended to be sold or consumed in the normal operating cycle;

s [eld primarily for the purpose of trading;

= Expected to be realized within 12 months alter the reponing peviod; or

* Cash or cash equivalents unless restricted from being exchanged or used to settle a liability for a1 least
12 months afler the reporting period.

All other assels are classificd as non-current assets.
A liability is current when it is:

Expected to be settled in the normal operating cycle;

Held pritnarily for the purpose of wading;

Duc to be settled within 12 months afier the reporting period: or

When there is no unconditional right ta defer the sertlement of the liability for at least 12 months afier
the reponing period.

All other liabilities are classificd as non-current liabilities.
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MIDDLE EAST SPECIALIZED CABLES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

6. PROPERTY, PLANT AND EQUIPMENT {continued)

The allocation of depreciation expenscs between cost of revenue and administrative expenses is as follows:

December 31, December 31,
2020 2019
SR SR

Cost of sales 18,496,821 19119916

General and administrative expenses 445,508 508,754

December 31, 18,942,129 19,628,670

7. INTANGIBLE ASSETS
Test
Software certilicates Total
SR SR SR

Cost
Japuary I, 2019 2,289 411 2666012 4955423
Additions 990,001 331,764 1,321,765
Transfer from property, plant and equipment 656,851 - 656,851
December 31, 2019 3,936,263 2,997,776 6,934,039
Additions 133,384 336,609 489,993
Transfer from property, plant and cquipment 50,000 - 50,000
Deeember 31, 2020 4,139,647 3,334,385 7,474,032
Accumulated Amortization
Januan 1, 2019 1,414,009 1.09].889 2,500,798
Amorlizalion 151,969 775,929 027,928
December 31, 2019 1.566,908 1,867 818 3,434,726
Amortization 34,725 519,332 554,057
December 31, 2020 1,601,633 2,187,150 3,988,781
Net Book Value
January 1, 2019 874,502 1,574,123 2,448,625
December 31, 2019 2,369,355 1,129,958 3,499.313
December 31, 2020 2,538,014 947,235 3,485,249

The amortizatiun cliarge has been in the line “Administrative and general cxpenses”™ in the consolidated
statement of profit or loss and other comprehensive income.



MIDDLE EAST SFECIALIZED CABLES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

8. RIGHT-OF-USE ASSETS
Right of use assets represent leased lands which generally have lease terms between 20 to 25 years. The cost and
related accumulated depreciation are presented below:

2020 2019

SR SR
Cost
Balance at 1 January 11,018,423% -
Impaci of adoption IFRS 16 - 11,018,423
[Jisposal (920,129 -
Balance at 31 December 10,098,284 11,018,423
Accumulated Depreciation
Balance at | January 315,083 -
Additions dunng the ycar 618,245 815,083
Disposal {130,604) -
Balance al 31 Necember 1,302,724 £15,083
Net book value 8,795,560 10,203 340
Lzase liabililies as at the year-end are as follows:

2020 2019

5R SR
Current portion 873,464 1,111,205
Nen-current portion 7,716,500 8,814,875

8,589,964 9,926,080

The group recognized finance charges SR 540,999 on lease liabilities during the year ended 31 December 2020
(531 December 2019: SR 584,067).

Rent expenses related to short-terin leases and low-value asscts amounted 1o SR 1,152,704 (31 December 2019
SR 1,594.735).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2020

9.

ACCOUNTS RECEIVABLE

December 31,

December 31,

2020 2019
SR SE

Trade receivables 316,428,857 295,118,512
Retention receivables 58,810,316 66,013,448
Less: allowance for expected credit loss (37,152,700) (54,334,189)
Net trade receivables 338,086,473 306,797,171
Advances 1o suppliers 4,234,896 6,004,082
Prepaid expenses 615,173 2,078,333
Margin deposits 1,426,212 1,315,211
Employee loans 1,335,214 767,804
Due from former subsidiary (note 18) 24,830,279 45 786,259
Allowance for due from lormer subsidiary (note 18) (6,319,754) (26,564,832)
Due from related panies (note |8) 27,449 B6G.065
Other receivables 169,12) 8,505,039
Altowance for other receivables - (8,149,348}

364,705,065 337,407,284
Analy zed between;
Current assets 337,979,236 304,406,022
Non-current assets 26,725,829 33,001,262

364,705,065 337,407 284

Trade receivables:

The Group'’s credit period on sales of poods is between 60 to 120 days, No interest is charged on trade
receivahles. The Group has recognized an allowanee for expecled credit loss against impaired trade
receivables. Allowances for expected credit loss are recognized against trade receivables based on estimated
irrecoverable amounts determined by reference to the past default experience of the counterparty and an
analysis of the counterparty's current financial position. where available.

The Group performs credit-vetting procedures before granting credit to new customers. These procedures
arc reviewed and updated on an ongeing basis.

The Group has one customer which comprise 14% of the total trade receivables balance. (December 31,
2019: one customer which comprise 26%})

Movement in the allowance for expected eredif Joss

December 31, December 31,
2020 2019
SR SR
Opening balance 54,334,189 54,287,059
Charged for the year 2,703,707 6,359,187
Write off during the year (19,885,196) (6,312,051
Closing balance 37,152,700 54,334,189

During the year 2020, the Board of Directors decided to write off an amount of SR 19,885,196 from the
Group books related to trade receivables for a group of clients for which these due amounts were not
colleeted for long time afier rying to collecl them using possible options (2019: SR 6,312,057).
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NOTES TO THE CONSQOLIDATED FINANCIAL STATEMENTS (Continucd)
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9. ACCQOUNTS RECEIVABLE (Continued)

Movement in the allowanee fur due from former subsidiary

December 31, December 31,
2020 2019
SR SR
Clpening batance 26,564,832 26.076,216
Charged for the year 710,902 488,618
Write oft during the year (20,955,980 -
Closing balance 6,319,754 26,564,832

During the year 2020, the Board of Directors decided 1o write off an amount of SR 20,955,980 from MESC
for Medium and High Voltage Cables Company for which these due amounts were not collected for long
time.

Movement of provision for other receivables

December 31, December 31,
2020 2019
SR SR
Opening balance 8,149,348 7,660,387
Charged for the year - 488,961
Write off during the year (8,149,348) -
Closing balance - 8,149,348

During the year 2020. the Board of Directors decided to write off an amount ol SR 8,149,348 from the Group
books. which represents the debt balance for the sale of 29.1% of its shares in MESC Jordan, which took
place during the year 2016 for which these due amounts were not collected for long time.

In determining the recoverability of a trade receivable, the Group considers any change in the credit quality
of the trade receivable from the date credit was initially granted up to 1he end of the reporting period. The
concentration of eredit risk is limited due to the faet that the cusiomer base is large and unrelated.

The ageing of impaired trade receivables is as follows:

December 31, December 31,

2020 2019

SR SR
0 to 180 days 2,604,392 4,826,599
180 to 360 days 2,123,111 1,768,877
360 10 720 days 7,836,806 12,525.043
Over 720 days 20,774,849 32,396,@
33339158 51,520,649
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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9. ACCOUNTS RECEIVABLE (Continued)

Trade reccivables amounting SAR 316,428,857 as at December 31, 2020 (SR 295,118,512 December 31,
2019} includes an amount of SAR 129 million (Saudi Rivals 110 mitlion on December 31, 2019)
representing the remainder that exceeded its due date at the end of the balance sheet date and no expucted
credit losses was taken against. Some of these balances for the Group arc secured by Lerters of Credit issued

by the customer’s bank, and customer agreements for rescheduling the receivables.

The ageing of trade receivables which no impairment provision was taking against are as follows:

December 31,

Dwecember 31,

2020 2019
SR SR
010 180 duys 239,875,245 209,063,474
180 10 360 days 36,816,962 17.742,387
360 10 720 days 2,583,950 16,218,471
Over 720 days 3,813,542 573,531
283,089,699 243,597 B63

10. INVENTORIES

December 31,

December 31,

2020 2019
SR SR
Finished goods 51,560,710 105,158,440
Raw and packing materials 39,595,658 38,986,734
Work in process 10,746,667 15,468,715
Spare¢ parts 8,568,972 8,464,017
Goods in transit 1,247,794 3,619,083
111,719,801 171,696,998
f.ess: allowance for slow moving inventories (23,110,618) (38.710,537)
48,609,183 132,986,461
Cost of invertories recognized as zn expense during the year 444,974,522 414,801,730
Imvemiory writlen of during the year 16,994,628 1,827,888
Moavement ir: the allowance for slow moving inventorics:
December 31, December 31,
2020 2019
SR SR
Opening balance 38,710,537 33,376,961
Charge for the vear 1,394,708 7,161,464
Wrirten off during 1he year (16,994,627) {1,827,888)
Closing balance 23,110,618 38,710,537

During the year 2020 The Board of Directors decided to write off an amount of SR 16,994,627 related to
the non-sellable stock of finished goods and the unusable stock of raw materials (2019: SR 1,827,888).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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11. ASSETS HELD FOR SALE

During the year 2020, the company staried to implement the procedures for entering into an agreement to
sell a group of its owned properies in Jordan and these properties were transferred to assets held for sale
afler it was classified as property, plant and equipment. As at December 31, 2020, assets held for sale were
presented at fair value less costs to sell amounting 1o SAR 6,987,314 (December 31, 2019: Nil).

12, CASH AN CASH EQUIVALENTS

December 31, Deccmber 31,
2020 2019
SR SR
Cash in hand 188,397 187,633
Cash at banks 49,168,460 14,130,840
49,356,857 14,318,473

13. SHARE CAPITAL

December 31, December 31,

2020 2008
SR SR
40 million ordinary shares (December 31, 2019: 40 million ordinary
shares) of ST 10 each 400,000,000 400,000,000

14. STATUTORY RESERVE

In accordance with bye-laws of the Company and Companies Law, the Parent Company transfers 10% of
its net income for the year to the statutory reserve. The Company may resolve to discontinue such transfers
when the reserve totals 30% of the share capital.

15, LOANS
15.1 Long-term loans
December 31, December 31,
2020 2019
SR SR
Total loans 97,088,797 100,626,797
l.ess: current portion included in current liabilities __(21,817,758) (6,537,999
75,271,039 94,088,798

The loans bear inferast at a rate of 3.5% (December 31, 2019: 5.1%) and are secured by promissary notes,
corporale guarantees and cerain items of property, plant and equipment.
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I5. LOANS (Continued)

15.2 Short-term loans

December 31, Deccmber 31,
2020 2019
SR SR
Bank borrowing - 6,660,318
Murabaha loan _ 9579426 -
9,579,426 6,660,318

Murabazha and bank borrowing bear interest at prevailing market rates being SIDOR or EIBOR plus a margin
as stipulated in the various loan agrecments. and are secured by promissory notes, corporate guarantees and

¢enain items of property, plant and equipment.

Analysis of change in loans for the year ended December 31, 2020 was as follow:

Long-term Short-term
lnans loans Tatal
SR SR SR
Opening balance 100,626,797 5.660,318 107,287,115
Amounts raised - 21,266,636 21,266,656
Amounts repaid (3,538,000) (18.347.548) (21,885,548)
Ciosing balance 97,088,797 9,579,426 106,668,223

i6. EMPLOYEES' END OF SERVICE BENEFITS

December 31,

December 31,

2020 2019
SR 5R
Opening balance 19,108,400 17,802,472
Current service cost 2,592,206 2,576,427
Intercst cost 438,000 558.000
Paid during the year (1,400,985) (2,578,499
Actuarial loss 523,000 750,000
Closing balance 21,260,621 19,108,400

The most recent actuarial valuation was performed by a qualified actuary and was performed using the

prejected unit credit method.

The principal assumptions used for the purposes of the actuarial valuation were as follows:
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16. EMPLOYEES’ END OF SERVICE BENEFITS (Continued)

December 31, December 31,
2020 2019
Yo %

Rale of salary increases 3.0 3.0
Discount rate 2,05 29

All movements in the employee delined benefit ltabilities are recognized in consolidated statement of pro[it
or loss except for the actuarial loss (gain) which is recognized in consolidaled staterent of other
comprehensive income.

Sensitivity analyscs

The sensitivity analvses presented belnw have heen deterimined based on reasonably possible changes of the
respective assumptions occurring at the end of the reponing period, while holding all other assumptions
constant. A posilive amount represents an increase in the liability whilst a negative amount represents a

decrease in the liability,

December 31,

December 31,

2020 2019

SR SR
Increase in discount rate of 1% {1,503,750) {1.335.000)
Decrease in discount rate of 1% 1,710,000 1,518,730
Increase in rate of salary increasce of 1% 1,676,250 1,500,000
Decrease in rate of saiary increase of 1% {1,503,750) (1,346,250)

17. ACCOUNTS PAYABLE
December 31, December 31,
2020 2019
SR SR
Trade payables 92,675,945 112,673,610
Advances from cuslomers 10,206,249 5,682,609
Accrued expenses 21,596,598 23,266,432
Dut to a related party {note 18) 11,758,066 11.872.237
Directors remuncration pavable 434,791 3,257,292
Other payables 3,523,223 6.6523,640
145,195,172 163,375,820

No interest is charged on trade payables. The Group has financial risk management policies in place io
ensure that all payables are paid within the credit timeframe.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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18. RELATED PARTY TRANSACTIONS AND BALANCES

During the year, the Group entered inte the following trading transactions with related parties:

December 31, Decemnber 31,
2020 2019
SR SR
Middle East Fiber Cables Sales of goods 51,481 237,938
Purchases 125,013 224,600
MESC for Medium and High Veltage
Cables Company Write off 20,955.980 -
Provision provided 710,902 488,616
Contractors Services Ca., Sales of goods 1,052,185 680,232

The fellowing balances were outstanding with related panies at the reporting date:

December 31, December 31,
2020 2019
SR SR

Trade receivables:
Middle East Fiber Cahles 27,449 B66,065
MESC for Mediuin and High Voltage Cables Company 18,510,525 19,221,427

18,537,974 20,087,492
Trade payables:
Middle East Specialized Cables Company- Jordan {MESC Jordan) 11,758,066 11,872,237

During the vear, the compensation of key management persennel amounted SR 9,166,870 (31 December
2019: SR 8,065,854). Kev management personne! of the Group comprise of the Board of Directors and key
members of management having authority and responsibility for planning, dirccting and contrelling the
activities of the Group.

19. ZAKAT PROVISION

The movement in Zakat provision is as follows:

December 31, December 31,
2020 2019
SR SR
Balance a1 beginning of the year 14,993,646 16,196,822
Charged Lo profit or loss 23,854,874 9,450,000
Paid during the vear (7,922,431) (10,653,176)
Balance at end of the year 30,926,088 14.993.646
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19,

20.

ZAKAT PROVISION (Continued)

The signiticant compenents of the zakat base 1s as follows.

December 31, December 31,
2020 2019
SR _ SR
Equity 360,193,237 455,048,257
Opening provisions and other adjustments 194,447,846 129,041,769
Book vaiue of non-current assets (132,318,676 {213,529,963)
422,322,407 371,160,063
Adjusted net income 31,412,131 5368,723
Lakat base 453,734,538 376,528,786

Zakat is due at 2.5% of adjusted net income and 2.57768% of the zakat base less the adjusted net income.

The Company has received its [nal assessment for the years up to December 31, 2007 and received
unrestricted Zakat certificate. The Company has filed its zakat declaration for the years from December 31,
2008 and up 10 Deccmber 31, 2019 and obtaincd Zakat certificate for 2019. During the year 2020, Zakat
assessments have been received from the General Authority for Zakat and Tax (*"GAZT") for the years {rom
2014 10 2018 with additional zakat liability of SR 54,652.366. The company [iled an objection against GAZT
assessment for those years and the litigation is still going on. No final decision has been issued for it until
now. The management determined the expected zakat provision on the company's accounts for the years
ending on December 31, 2014 until 2018, with the help of its zakat advisor, who suggested, based on his
professional opinion. the formation of an estimated provision in the amount of SR 3.7 million. An amount
ol'SR 10.2 million has been ¢harged 10 cover the estimated zakat provision for the year 2020,

No provision has been made for income taxation, as the Group did not earn any income. which was subjett
1o income taxation,

SELLING AND MARKETING EXT'ENSES

December 31, December 31,
2020 2019
SR SR

Salaries and related costs 6,964,077 7,948,853
Allowanece for expected credit loss 2,703,707 6,359,187
Freight 2,394,048 2,390,601
Reversal for impairment of retention receivables {308,198) {1,785,432)
Promotion and adverlising 5,306,638 4,718,840
Travel 91,748 396,116
[.ease charges 221,716 177.820
Others 550,605 729,496

17,925,351 20935481
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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21. GENERAL AND ADMINISTRATIVE EXPENSES

December 31, December 31,
2020 2019
SR SR
Salaries and related costs 15,429,901 19,220,538
Bank Charges 7,476,609 8.943 480
Allowance for receivable from share sale - 488,961
Consultancy and professional fees 3,797,031 5,676,633
Altowance for loan 1o subsidiary 710,902 488,616
Debt arrangement and cther costs on leans - 66,507
Impairment of property 616,211 841,070
Repairs and maintenance 809,587 2,002,272
Depreciation (rote ) 445,508 508,754
Travel 305,987 464,753
Amonization of intangible asscts (note 7) 554,057 927928
L.ease charges 381,279 453,946
Others 1,431,087 590,702
31,958,159 11,164,560
22. FINANCE COST
December 31, Drecember 31,
2020 2019
SR SR
[inance cost on long-term loans 3,340,576 2.007,588
Finance cost on short-ierm loans - 3.239.316
Interest cost for LOSB 438,000 558,000
Finance Charges - Material Purchase 659,994 -
Finance cost on lease liability 540,999 584,067
4,979,569 6,388,971
Na finance charges were capitalized during the year.
23, EMPLOYEE BENEFITS EXPENSES
December 31, December 31,
2020 2019
SR SR
Employce defined benefit liabilities 3,030,206 3,134,427
Other employee benefits 53,327,554 60,169,823
56,357,760 63,304,250

24,

EARNING (LOSS) PER SHARE

Basic and diluted earning (loss) per share are based on net income (loss) atirtbutable to owners of the
Company and a weighted average number of shares issued of 40 million.
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16.

COMMITMENTS AND CONTINGENCIES

The Group had capital commitments of SR 8.9 million {December 31, 2019: SR 10.9 million) and
contingencics in the form of lenters of ¢redit and goarantees of SR 108 million {December 31, 2019: SR {19
million} af the reponing date.

SEGMENT INFORMATION

Information repcried to the Chief Operating Decision Maker {CODM) for the purposes of resource
allocaiion and assessment of segment performance focuses on the types of goods or services delivered or
provided. The direciors of the Company have chosen to organize the Group around differences in internal
Tcporting structure.

The Group's operating segments are as follows:

- Saudi Arabia
- Lnited Arab Emirates

Scgment revenues and results

2020 2019 o
(Loss)/ Profit {loss)
Revenue proft before Revenuc before
SR zakat SR zakat
SR SR
Revenue and profit by
segment
Saudi Arabia 400,013,696 21,350,989 389,640,789 {396,859
United Arab Emirates 204,511,995 2,161,216 192,039,320 (12,608,511
Intersegment elimination (78,932,076) 2,409,707 (113,497.022) (2,126,820Y
525,593,615 25,921,912 468,183,087 15,132,190}
Sepment total assets and Assels Liabilities Assets Liabilities
liabilities SR SR SR SR
Saudi Arabia 632,792,826 271,705,197 844,362,114 284,168,869
United Arab Emirates 181,727,409 121,399,879 186,727.944 128,561,629
Intersegment elimination (140,753,695) (80,424,021) {156,816,563) {97,998,250)
673,766,540 312,681,255 674,273,493 314,732,248

Segment revenues reported represent revenue penerated {rom both external customers and related parties.
All segments sell similar product ranges.

Therc i3 no customer who contribuled more than 10% of the Group's total revenue.

- 40 -
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27. FINANCIAL INSTRUMENTS
Capital management
The Group manages i1s capital to ensure it will be able to continue as going concerns while maximizing the
return to stakeholders through the optimization of the debt and equity balance. The Group’s overall strategy

remains unchanged from the previous year.

T'he capital structurc of the Group consists of equily and debt cotnprising issued capital, the statutory reserve,
accumuated losses and loans.

Categories ol financial instruments

December 31, December 31,
2020 2019
SR SR

Financial assets
Cash and bank balances 49,356,857 14,318,473
Loans and receivables 359,554,996 329,324 B69
Financial liabilities
Amortized cost 241,657,146 264,980,326

Market risk
The Group was exposed o market risk, in the form of intcrest rate risk as described below, during the
period under review. Therc were no changes in these circumstances from the previous year.

Foreign currency risk management

The Group’s significant transactions are in Saudi Riyals and United States Dollars which are pegpged against
the Saudi Rival at a fixed exchange rate. Management monitors fluctuations in {oreign exchange rates and
munages their effect on the consolidated financial statements accordingly. The Group did not have any
significant foreign currency denominated monetary assets or liabilities at the reporting date for which it
was exposed to foreign currency Nuctuations. Consequently, no foreign currency sensitivity analysis has
been prescnted,

Intcrest rate and liquidity risk management

Ultimate responsibility for liquidity risk management rests with the board of directors, which has
established an appropriate liquidity risk management framework for the management ot the Group’s short,
medium and long-term funding and liquidity management requirements, The Group manages liquidity risk
by maintaining adeguate reserves, banking facilities and reserve borrowing facilities. by continuousiy
monitoring forecast and actual cash Mows, and by matching the maturily profiles of financial assets and
liabilities.

The Group is exposed to interest rate risk hecause entities in the Group borrow funds at floating intercst
rates. The Group does not hedge its exposure 1o movements in interest rates.

-41 -
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27. FINANCIAL INSTRUMENTS (Continued)
Interest and liquidity rate risk management (Continued)

Interest rate sensitivity analysis

The sensitivity analysis has been determined based on the exposurc to interest rates for non-derivative
instruments at the end of the reporting period. For floating rate liabilitics, the analvsis is prepared assuining
the ameunt of the liability outstanding at the end of the reponing pericd was outstanding for the whole
period. A 50 basis point increase or decrease is used when reporling interest rate risk internally to key
management personnel and represents management’s assessment of the reasonably possible change in
interest rates.

If interest rates had been S0 basis points higher/lower and all other variables were held constant. the Group’s
prefit for the year would have decreased or increased by SR 533,341 (December 31, 2019; SR 536,436).
The Group's exposure to interest rates has decreased during the year as a resull of a decrease in interest-
hearing barrowings.

The follpwing tables detail (he Group’s remaining contractual maturity for its non-derivative financial
‘iabilities with agreed repayment periods. The tables have been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on which the Group can be required to pay. The tables
include both interest and principal cash flows:

December 31, Imercst Within one One year to Over five

2020 rate year five years vears Total
Details %o SR SR SR SR
Long-term loans 3% 24,634,369 77.885,789 - 102,520,158
Short-term loans . 9,579,426 - - 9,579,426
Accounts payable  Interest free  134,988,92) - - 134,988,923
Total 169,202,718 77,885,789 - 247,088,507
December 31, Interest Within one One year to QOver five

2019 ratc year five years yedrs Total
Details % SR SR SR SR
L.ong-lerm \oans 4 9% 6,635,000 08,941,353 - 105,596,353
Skori-term louns 59% 7,035,376 - - 7,055,376
Accounts payable  Tntevest tree 157,693,211 - - 157,693,211
Taotal 171,403,587 48,941,331 - 270,344,940

Credit risk management

Credit risk refers 1o the risk that a counterpany will default on its contractual obligations resulting in
tinancial loss to the Group. Potential concentrations of credit risk consist principally of trade receivables,
amounts due from a related party and shon-term cash investments. Details of how credit risk relating to
trade receivables is managed is disclosed in note 9. The amounts due from a related pany are monitored and
provision is made, where necessary, for any imecoverable amounts. Short-term cash investments are only
placed with banks with a high credit rating.

Fair value of financial instruments
‘I'he dircctors consider that the carrying values of the financial instruments reporied in the statement of
financial position approximates their fair values.
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28. RETIREMENT BENEFIT INFORMATIOX
The Group makes contributions for a delined contribution retirement benefit plan to the General

Organizatien for Social Insurance (GOSI) in respect of its Saudi Arabian emplovees. The total amount
expensed during the year in respect of this plan was SR 1,248,771 (December 31, 2019: SR 1,367,338).

29. SUBSEQUENT EVENTS
There were no significant subscquent events, adjusting or nen-adjusting, since December 31, 2020 that
would have a material on the financial position or financial performance ol the Group as reflected in these
consolidated financial statements.

30. APPROVAL OF CONSOLIDATED FINANCIAL STATEMENTS

These consolidated financial statements were approved on 12 Shaban 14421 (Correspending to 25 March
2021).
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