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MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

CORPORATE INFORMATION

Middle East Company for
 are engaged in the production and sale of container board and industrial paper. MEPCO is a Saudi

Joint Stock Company incorporated and operating in the Kingdom of Saudi Arabia.

The Company obtained its Commercial Registration No. 4030131516 on 3 Rajab 1421H, corresponding to 30 September
2000. During the year 2012, the legal status of the Company converted from a limited liability Company into a Saudi Closed
Joint Stock Company. The Ministry of Commerce approved the conversion of the Company to a Saudi Closed Joint Stock
Company by Ministerial Decision No. 44 dated 14 Safar 1433H (corresponding to 8 January
application for its initial public offering was accepted by the Capital Market Authority (CMA) on 25 Jumada I 1436H
(corresponding to 16 March 2015). The Company was converted to Saudi Joint Stock Company on 14 Rajab 1436H (3 May
2015). The Company s head office is located at Jeddah, P.O. Box 32913, Jeddah 21438 Kingdom of Saudi Arabia.

The Company had investments in the following subsidiaries (colle :

(a) On 18 August 2021 (corresponding to 10 Muharram 1443H), WASCO (a wholly owned subsidiary of the parent)

established management control over Estidama. The purpose of the Estidama is the materials recovery, waste
management and treatment, treatment and disposal of non-hazardous wastes, treatment activities, other waste
management services and the wholesale of wastes, scrap, and other unclassified products. Estidama started its
operations during September 2021 and all transactions incurred during the period has been reflected in the consolidated
financial statements of WASCO and consolidated financial statements for MEPCO for the year ended 31 December
2021.

(b) On 21 January 2021 (corresponding to 8 Jumada II 1442H), the Company
Paper -person limited liability company) with 100% investment in paid-up share
capital to implement the expansion project of tissue paper factory in the industrial valley of King Abdullah Economic
City, Rabigh, Saudi Arabia. The Company obtained Commercial Registration No. 4627100069 on 29 Rabi II 1442H,
(corresponding to 14 December 2020). All the transactions incurred during the year by Roots Paper Manufacturing
Company have been reflected in these consolidated financial statements for the year ended 31 December 2021.

(c) During 2018, the Company started the process to transfer the 3% shareholding of WASCO and SACO in each other to
was completed during 2018.

process. Further, during November 2021, the Board has approved to initiate the liquidation process for SACO as it no
longer serves any legal nor commercial purpose in the Group. As of the date of the issuance of the consolidated financial
statements, the Company did here is no financial impact expected on
the liquidation procedure.

Subsidiary name
Country of
incorporation Principal business activity Effective ownership interest

Direct holdings
Waste Collection and
Recycling Company Limited

Saudi Arabia
Whole and retail sales of paper,
carton and plastic waste

Special Achievements
Saudi Arabia

Whole and retail sales of used
papers, carton and plastic products

Roots Paper Manufacturing

(see note b) Saudi Arabia
Production and sales of tissue paper
rolls.

-

Indirect holdings
Estidama Environmental
Services Company LLC

(see note a) Saudi Arabia

Whole sales of wastes, scrap, and
other unclassified product and waste
management and treatment services -



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

BASIS OF PREPARATION

Statement of compliance

are endorsed in KSA  and other standards and pronouncements that are endorsed by the Saudi
Organization for Chartered and Professional

Basis of measurement

These consolidated financial statements are prepared under the historical cost convention, except for derivative financial
instruments and investment at fair value through profit or loss which are measured at fair value. For  defined
benefit obligations, actuarial present value calculations are used.

Functional and presentation currency

These consolidated financial statements of the Group are presented in Saudi Arabian Riyals which is the functional and
presentation currecy of all of the entities in the Group.

New standards, interpretions and ammendments standards adopted

The Group applied for the first time certain amendments and interpretations which are effective for annual periods beginning
on or after 1 January 2021 but do not have any material impact on the consolidated financial statements of the Group. The
Group has not early adopted any standard, interpretation or amendment that has been issued but is not yet effective.

Interest Rate Benchmark Reform  Phase 2: Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16
The amendments provide temporary reliefs which address the financial reporting effects when an interbank offered rate

(IBOR) is replaced with an alternative nearly risk-free interest rate (RFR). The amendments include the following practical
expedients:

   A practical expedient to require contractual changes, or changes to cash flows that are directly required by the reform, to
be treated as changes to a floating interest rate, equivalent to a movement in a market rate of interest.
Permit changes required by IBOR reform to be made to hedge designations and hedge documentation without the hedging
relationship being discontinued.

   Provide temporary relief to entities from having to meet the separately identifiable requirement when an RFR instrument
is designated as a hedge of a risk component.

The Group assessed that the impact of transition from IBOR to risk free rates is not
financial statements for the year ended 31 December 2021.

Covid-19-Related Rent Concessions beyond 30 June 2021 Amendments to IFRS 16
On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases. The amendments
provide relief to lessees from applying IFRS 16 guidance on lease modification accounting for rent concessions arising as a
direct consequence of the Covid-19 pandemic. As a practical expedient, a lessee may elect not to assess whether a Covid-19
related rent concession from a lessor is a lease modification. A lessee that makes this election accounts for any change in lease
payments resulting from the Covid-19 related rent concession the same way it would account for the change under IFRS 16,
if the change were not a lease modification.

The amendment was intended to apply until 30 June 2021, but as the impact of the Covid-19 pandemic is continuing, on 31
March 2021, the IASB extended the period of application of the practical expedient to 30 June 2022. The amendment applies
to annual reporting periods beginning on or after 1 April 2021. However, the Group has not received Covid-19-related rent
concessions, but plans to apply the practical expedient if it becomes applicable within allowed period of application.



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

BASIS OF PREPARATION (continued)

Standards and interpretations issued but not yet applied by the Group

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of the Group
statements are disclosed below. The Group intends to adopt these new and amended standards and interpretations, if
applicable, when they become effective.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current
In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the requirements for classifying
liabilities as current or non-current. The amendments clarify:

What is meant by a right to defer settlement;
That a right to defer must exist at the end of the reporting period;
That classification is unaffected by the likelihood that an entity will exercise its deferral right; and
That only if an embedded derivative in a convertible liability is itself an equity instrument would the terms of a liability
not impact its classification

The amendments are effective for annual reporting periods beginning on or after 1 January 2023 and must be applied
retrospectively. The Group is currently assessing the impact the amendments will have on current practice and whether
existing loan agreements may require renegotiation.

Reference to the Conceptual Framework  Amendments to IFRS 3
In May 2020, the IASB issued Amendments to IFRS 3 Business Combinations - Reference to the Conceptual Framework.
The amendments are intended to replace a reference to the Framework for the Preparation and Presentation of Financial
Statements, issued in 1989, with a reference to the Conceptual Framework for Financial Reporting issued in March 2018
without significantly changing its requirements. The Board also added an exception to the recognition principle of IFRS 3 to

gains or losses arising for liabilities and contingent liabilities that would be within the
scope of IAS 37 or IFRIC 21 Levies, if incurred separately. At the same time, the Board decided to clarify existing guidance
in IFRS 3 for contingent assets that would not be affected by replacing the reference to the Framework for the Preparation
and Presentation of Financial Statements. The amendments are effective for annual reporting periods beginning on or after 1
January 2022 and apply prospectively.

Property, Plant and Equipment: Proceeds before Intended Use  Amendments to IAS 16
In May 2020, the IASB issued Property, Plant and Equipment  Proceeds before Intended Use, which prohibits entities
deducting from the cost of an item of property, plant and equipment, any proceeds from selling items produced while bringing
that asset to the location and condition necessary for it to be capable of operating in the manner intended by management.
Instead, an entity recognises the proceeds from selling such items, and the costs of producing those items, in profit or loss.
The amendment is effective for annual reporting periods beginning on or after 1 January 2022 and must be applied
retrospectively to items of property, plant and equipment made available for use on or after the beginning of the earliest period
presented when the entity first applies the amendment. The amendments are not expected to have a material impact on the
Group.

Onerous Contracts  Costs of Fulfilling a Contract  Amendments to IAS 37
In May 2020, the IASB issued amendments to IAS 37 to specify which costs an entity needs to include when assessing whether
a contract is onerous or loss-making.
to a contract to provide goods or services include both incremental costs and an allocation of costs directly related to contract
activities. General and administrative costs do not relate directly to a contract and are excluded unless they are explicitly
chargeable to the counterparty under the contract. The amendments are effective for annual reporting periods beginning on or
after 1 January 2022. The Group will apply these amendments to contracts for which it has not yet fulfilled all its obligations
at the beginning of the annual reporting period in which it first applies the amendments.



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

  BASIS OF PREPARATION (continued)

Standards and interpretations issued but not yet applied by the Group (continued)

IFRS 1 First-time Adoption of International Financial Reporting Standards  Subsidiary as a first-time adopter
As part of its 2018-2020 annual improvements to IFRS standards process, the IASB issued an amendment to IFRS 1 First-
time Adoption of International Financial Reporting Standards. The amendment permits a subsidiary that elects to apply
paragraph D16(a) of IFRS 1 to measure cumulative translation differences using the amounts reported by the parent, based on

ndment is also applied to an associate or joint venture that elects to apply
paragraph D16(a) of IFRS 1. The amendment is effective for annual reporting periods beginning on or after 1 January 2022
with earlier adoption permitted.

IFRS 9 Financial Instruments
As part of its 2018-2020 annual improvements to IFRS standards process the IASB issued amendment to IFRS 9. The
amendment clarifies the fees that an entity includes when assessing whether the terms of a new or modified financial liability
are substantially different from the terms of the original financial liability. These fees include only those paid or received
between the borrower and the lender, including fees paid or received by
An entity applies the amendment to financial liabilities that are modified or exchanged on or after the beginning of the annual
reporting period in which the entity first applies the amendment.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 with earlier adoption permitted.
The Company will apply the amendments to financial liabilities that are modified or exchanged on or after the beginning of
the annual reporting period in which the entity first applies the amendment.

Use of judgments and estimates

T
assumptions that affect the reported amounts of revenues, expenses, assets, liabilities and accompanying disclosures.
Uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying
amount of the asset or liability affected in future periods.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial period,
are described below. The Group based its assumptions and estimates on parameters available when the consolidated financial
statements was prepared.

However, in the view of the current uncertainty due to COVID-19, any future change in the assumptions and estimates could
result in outcomes that could require a material adjustment to the carrying amounts of the assets or liabilities affected in the
future periods. As the situation is rapidly evolving with future uncertainties, management will continue to assess the impact
based on prospective developments (see also note 39).

Existing circumstances and assumptions about future developments, however, may change due to market changes or
circumstances arising beyond the control of the Group. Such changes are reflected in the assumptions when they occur.



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

BASIS OF PREPARATION (continued)

(continued)

Information about estimates and judgments made in applying accounting policies that could potentially have an effect on the
amounts recognised in the consolidated financial statements, are discussed below:

(a) Allowance for impairment of financial assets

The loss allowances for financial assets are based on assumptions about risk of default and expected loss rates. The Group
uses judgement in
history, existing market conditions as well as forward looking estimates at the end of each reporting period.

(b) Allowance for inventory obsolescence

The Group determines its allowance for inventory obsolescence based upon historical experience, current condition, and
current and future expectations with respect to sales or use. The Group provides an amount as an allowance for obsolete and
slow-moving inventories on a monthly basis and reassesses the closing balance at each reporting date based on the result of a
physical count and the outcome of the periodic inspections of inventory undertaken by its technical team. The estimate of the
Group's allowance for inventory obsolescence could change from period to period, which could be due to differing remaining
useful life, change in technology, possible change in usage, their expiry, sales expectation and other qualitative factors of the
portfolio of inventory from year to year.

(c) Useful lives and residual values of property, plant and equipment

The management determines the estimated useful lives and residual values of property, plant and equipment for calculating
depreciation. This estimate is determined after considering expected usage of the assets or physical wear and tear and expected
proceeds on disposal of the respective assets. Management reviews the useful lives and residual values annually and future
depreciation charges are adjusted where management believes the useful lives and residual values differ from previous
estimates.

(d) Employee benefits  defined benefit plan

of service and their salary in the final years leading up to retirement. The cost of post-employment defined benefits are the
present value of the related obligation, as determined using projected unit credit method. The present value of the defined
benefit obligation is determined by discounting the estimated future cash flows using the interest rates or high quality corporate
bonds that are denominated in the currency in which the benefits will be paid, and that have a term approximating the terms
of the related obligation.

As per IAS-19 guidelines, the rate used to discount Defined Benefit Obligation shall be determined by reference to market
yield on high quality corporate bonds at the end of the reporting period. In the absence of deep market in such bonds, the
market rates on government bonds should be used. The discount rate used for evaluating the liability is based on the Sukuk
corporate bonds as of 31 December, 2021. An actuarial valuation involves making various assumptions which may differ from
actual developments in the future. These include the determination of the discount rate, future salary increases, withdrawal
before normal retirement age, mortality rates, etc. Due to the complexity of the valuation, the underlying assumptions and its
long-term nature, a defined benefit obligation is sensitive to changes in these assumptions.

All assumptions are reviewed at each reporting date. The parameter most subject to change is the discount rate. With respect
to determining the appropriate discount rate, yield and duration of high quality bonds obligation, as designated by an
internationally acknowledged rating agency, and extrapolated as needed along the yield curve to correspond with the expected
term of the defined benefit obligation. Please see Note 22 for assumptions used.
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(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

BASIS OF PREPARATION (continued)

Use of judgments and estimates (continued)

(e) Right-of-use assets and lease liabilities

Extension and termination options are included in a number of leases across the Group. These are used to maximise operational

In determining the lease term, management considers all facts and circumstances that create an economic incentive to exercise
an extension option, or not to exercise a termination option. Extension options (or periods after termination options) are only
included in the lease term if the lease is reasonably certain to be extended (or not terminated).

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily determined, which
is generally the case for leases in the Group, the weighted average Gro
that the individual lessee would have to pay to borrow the funds necessary to obtain an asset of similar value to the right-of-
use asset in a similar economic environment with similar terms, security and conditions.

(f) Zakat

The Company and its subsidiaries are subject to zakat in accordance with the regulations of the Zakat, Tax and Customs
Authority ZATCA .

A provision for zakat is estimated at the end of each reporting period in accordance with the regulations of the ZATCA and
on a yearly basis zakat returns are submitted to the ZATCA. Differences, if any, at the finalization of final assessments are
accounted for when such amounts are determined.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted by the Group for the preparation of these consolidated financial statements are consistent
31 December,

2020, except for accounting policies related to the new standard adopted by the Group effective as of 1 January 2021 (see
Note 2.4).

Basis of consolidation

(a) Subsidiaries

Subsidiaries are entities which are controlled by the Group. To meet the definition of control, all three criteria must be met:
i) the Group has power over the entity;
ii) the Group has exposure, or rights, to variable returns from its involvement with the entity; and
iii) the Group has the ability to use its power over the entity to affect the amount of

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

i)  the contractual arrangement(s) with the other vote holders of the investee
ii)  rights arising from other contractual arrangements
iii)

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one
or more of the three elements of control. Subsidiaries are consolidated from the date on which control is transferred to the
Group and cease to be consolidated from the date on which the control is transferred from the Group. The results of subsidiaries
acquired or disposed of during the year, if any, are included in the consolidated statement of comprehensive income from the
date of the acquisition or up to the date of disposal, as appropriate.

Profit or loss and each component of OCI are attributed to the equity holders of the parent of the Group and to the non-
controlling interests, even if this results in the non-controlling interests having a deficit balance. When necessary, adjustments
are m
policies.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

(b) Eliminations on consolidation

Intra-group balances and transactions and any unrealised income and expenses arising from intra-group transactions, are
eliminated in preparing the consolidated financial statements.

(c) Change in ownership

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.  If the
Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-controlling
interests and other components of equity, while any resultant gain or loss is recognised in profit or loss. Any investment retained
is recognised at fair value.

Current versus non-current classification

The Company presents assets and liabilities in the consolidated statement of financial position based on current/non-current
classification.

An asset is current when it is:
Expected to be realised or intended to be sold or consumed in normal operating cycle;
Held primarily for the purpose of trading;
Expected to be realised within twelve months after the reporting year; or
Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve months
after the reporting year.

All other assets are classified as non-current.

A liability is current when:
It is expected to be settled in normal operating cycle;
It is held primarily for the purpose of trading;
It is due to be settled within twelve months after the reporting year; or
There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting
year.

The Group classifies all other liabilities as non-current.

Property, plant and equipment

(a) Recognition and measurement

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

Cost includes purchase price and any costs directly attributable to bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management. The cost of self-constructed assets includes the cost
of materials and direct labor, any other costs directly attributable to bringing the assets to a working condition for their intended
use, and borrowing costs on qualifying assets.

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

Gains and losses on disposal of an item of property and equipment are determined by comparing the proceeds from disposal
with the carrying amount of property and equipment are recognised net within other income in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

(b) Subsequent costs

The cost of replacing a part of an item of property, plant and equipment is recognised in the carrying amount of the item if it
is probable that the future economic benefits embodied within the part will flow to the Group, and its cost can be measured
reliably. The carrying amount of the replaced part is derecognised. The costs of the day-to-day servicing of property, plant
and equipment are recognised in profit or loss as incurred.

(c) Depreciation

Depreciation represents the systematic allocation of the depreciable amount of an asset over its estimated useful life.
Depreciable amount represents cost of an asset, or other amount substituted for cost, less its residual value.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of an item of
property, plant and equipment. Land and capital work in progress are not depreciated.

The estimated useful lives for the current and comparative years are as follows:
Years

Buildings and mobile cabinets
Machinery and equipment
Furniture and office equipment
Motor vehicles

Depreciation methods, useful lives and residual values are reviewed at least annually and adjusted prospectively, if required.
For discussion on impairment assessment of property, plant and equipment, please refer Note 3.10.

(d) Capital work in progress

Assets in the course of construction are capitalised in the capital work-in-progress account. The asset under construction is
transferred to the appropriate category in property, plant and equipment, once the asset is in a location and / or condition
necessary for it to be capable of operating in the manner intended by management.

The cost of an item of capital work-in-progress comprises its purchase price, construction / development cost and any other
directly attributable to the construction or acquisition of an item intended by management.

Borrowing costs related to qualifying assets are capitalised as part of the cost of the qualified assets until the commencement
of commercial production. Capital work-in-progress is measured at cost less any recognised impairment.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition, intangible assets
are carried at cost less any accumulated amortization and any accumulated impairment losses, if any. The useful lives of
intangible assets are assessed to be either finite or indefinite.

Intangible assets comprise software, which have finite lives and are amortised over five years from the implementation date.
The amortization expense on intangible assets is recognised in the profit or loss in the expense category consistent with the
function of the intangible asset. These are tested for impairment whenever there is an indication that the intangible may be
impaired. The amortization period and the amortization method for an intangible asset, with a finite useful life, is reviewed at
least annually. Any change in the estimated useful life is treated as a change in accounting estimate and accounted for
prospectively.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories

Raw materials and spares, work in progress and finished goods are measured at the lower of cost and net realisable value.

Cost comprises direct materials, direct labor and an appropriate proportion of variable and fixed overhead expenditure, the
latter being allocated on the basis of normal operating capacity. Costs are assigned to individual items of inventory on the
basis of weighted average costs.

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

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and other highly liquid investments with
original maturities of three months or less from the date of acquisition.

While cash and cash equivalents are also subject to the impairment requirements of IFRS 9, the identified impairment loss
was immaterial.

Foreign currency

Transactions in foreign currencies are translated to the respective functional currencies of Group entities at exchange rates at
the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to the functional
currency at the exchange rate at that date. The foreign currency gain or loss on monetary items is the difference between
amortised cost in the functional currency at the beginning of the period, adjusted for effective interest and payments during
the period, and the amortised cost in foreign currency translated at the exchange rate at the end of the reporting period.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates
as at the dates of the initial transactions.

Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when the
fair value is determined. The gain or loss arising on translation of non-monetary assets measured at fair value is treated in line
with the recognition of gain or loss on change in fair value in the item (i.e. the translation differences on items whose fair
value gain or loss is recognised in other comprehensive income or profit or loss are also recognised in other comprehensive
income or profit or loss, respectively).
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments

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

(i) Financial assets

Classification

On initial recognition, a financial asset is classified in the following categories:
subsequently measured at amortised cost;
subsequently measured at  debt instrument;
subsequently measured at  equity instrument; or
subsequently measured at

The classification of financial assets is based on the business model in which a financial asset is managed and its contractual
cash flow characteristics.

Debt instruments

(a) The asset is held within a business model whose objective is to hold assets for collecting contractual cash flows; and

(b) Contractual terms of the asset give rise on specified dates to cash flows that are solely payments of principal and
interest (SPPI) on the principal amount outstanding.

at fair value, either at
FVPL or FVOCI, based on the business model.

(a) Measurement

Initial recognition

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial asset not at FVPL,
transaction costs that are directly attributable to the acquisition of the financial asset.

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

Subsequent measurement

Debt instruments subsequently measured at amortised cost

This category is the most relevant to the Group. After initial measurement, such financial assets are subsequently measured at
amortised cost using the effective interest rate (EIR) method. Amortised cost is calculated by taking into account any discount
or premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation is included in finance
income in profit or loss. The losses arising from impairment are recognised in profit or loss. This category generally applies
to trade and other receivables, bank balances, security deposits, advances to employees.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

 Financial instruments (continued)

Instruments subsequently measured at fair value

For this category, if applicable, such financial assets are subsequently measured at fair value at the end of each reporting
period, with all changes recognised either in profit or loss for equity instruments classified as FVPL, or within other
comprehensive income for equity instruments classified as FVOCI.

(b) Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is primarily
derecognised (i.e.

The rights to receive cash flows from the asset have expired; or,
The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the

-
the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement,
it evaluates if and to what extent it has retained the risks and rewards of ownership. When it has neither transferred nor retained
substantially all of the risks and rewards of the asset, nor transferred control of the asset, the Group continues to recognise the

liability. The transferred asset and the associated liability are measured on a basis that reflects the rights and obligations that
the Group has retained.

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

(c) Impairment

The Group applies the expected credit loss (ECL) model for measurement and recognition of impairment loss on the financial
assets that are debt instruments, and are measured at amortised cost (e.g. deposits, trade and other receivables and bank
balances).
do not contain a significant financing component.

The application of a simplified approach does not require the Group to track changes in credit risk. Rather, it recognises
impairment loss allowance based on lifetime ECL at each reporting date, right from its initial recognition. Lifetime ECL is the
expected credit loss resulting from all possible default events over the expected life of a financial instrument.

The Group uses a provision matrix in the calculation of the ECL on financial assets to estimate the lifetime expected credit
losses, applying certain provision rates to respective contractual past due aging buckets. The provision matrix was developed
considering probability of default and loss given default which were derived from historical data of the Group and are adjusted
to reflect the expected future outcome.

ECL impairment loss allowance (or reversal) recognised during the period is recognised as income/ expense in profit or loss.



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (continued)

 Financial instruments (continued)

(ii) Financial liabilities

Financial liabilities are recognised initially on the trade date, which is the date that the Group becomes a party to the contractual
provisions of the instrument. The Group classifies non-
Such financial liabilities are recognised initially at fair value plus any directly attributable transaction costs. Subsequent to
initial recognition, these financial liabilities are measured at amortised cost using the EIR method.

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured at
amortised cost.

Any difference between the proceeds (net of transaction costs) and the redemption amount is recognised in profit or loss over
the period of the borrowings using the effective interest method. Fees paid on the establishment of loan facilities are recognised
as transaction costs of the loan to the extent that it is probable that some or all of the facility will be drawn down. In this case,
the fee is deferred until the draw down occurs.

The Group derecognises a financial liability when its contractual obligations are discharged, cancelled or expired. When an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as the derecognition of the original
liability and the recognition of a new liability.  The difference in the respective carrying amounts is recognised in the statement
of profit or loss.

(iii) Offsetting

Financial assets and liabilities are offset and the net amount is presented in the consolidated statement of financial position
when, and only when, the Group has a legal right to offset the amounts and intends either to settle on a net basis or to realise
the asset and settle the liability simultaneously.

(iv) Derivative financial instruments

Derivative financial instruments, principally representing profit rate swaps, are initially recorded at fair value on the date a
derivative contract is entered into and re-measured to their fair value at the end of each subsequent reporting periods. Changes
in the fair value of derivative financial instruments, as these are not designated as a hedging instrument, are recognised in
profit or loss as they arise and the resulting positive and negative fair values are reported under assets and liabilities,
respectively, in the consolidated statement of financial position.

Leases

warehouses buildings and landfills. Rental contracts are typically made
for fixed periods of 1 to 15 years. Lease terms are negotiated on an individual basis and contain a wide range of different terms
and conditions.

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased asset is available for
use by the Group. Each lease payment is allocated between the liability and finance cost. The finance cost is charged to the
statement of comprehensive income over the lease period so as to produce a constant periodic rate of interest on the remaining
balance of the liability for each period. The right-of-use asset is depreciated over the shorter of the asset's useful life and the
lease term on a straight-line basis.



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (continued)

 Leases (continued)

Assets and liabilities arising from a lease are initially measured on present value. Lease liabilities include the net present value
of the following lease payments:

fixed payments (including in-substance fixed payments), less any lease incentives receivable;
amounts expected to be payable by the lessee under residual value guarantees;
the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and
payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease payments are discounted using the interest rate implicit in the lease. If
incremental borrowing rate is used, being the rate that the lessee would have to pay to borrow the funds necessary to obtain an
asset of similar value in a similar economic environment with similar terms and conditions.

Right-of-use assets are measured at cost comprising the following:

the amount of the initial measurement of lease liability;
any lease payments made at or before the commencement date less any lease incentives received;
any initial direct costs; and
restoration costs.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an expense
in the consolidated statement of comprehensive income. Short-term leases are leases with a lease term of 12 months or less.

In determining the lease term, management considers all facts and circumstances that create an economic incentive to exercise
an extension option, or not exercise a termination option. Extension options (or periods after termination options) are only
included in the lease term if the lease is reasonably certain to be extended (or not terminated).

Impairment of non-financial assets

-financial assets (other than goodwill and intangible assets with indefinite useful
lives, if any which are tested at least annually for impairment), are reviewed at each reporting date to determine whether there
is any indication of impairment. If any such indication exis

is the higher of the fair value less costs of disposal and value in use. The fair value less costs of disposal is arrived based on

discounted cash flow (DCF) model, whereby the future expected cash flows discounted using a pre- tax discount rate that
reflects current market assessments of the time value of money and risks specific to the asset.

Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are allocated first to
reduce the carrying amount of goodwill, if any, allocated to the units, and then to reduce the carrying amounts of the other
assets in the unit (group of units) on a pro rata basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Employee benefits

Short-term employee benefits

Short-term employee benefits are expensed as the related services are provided. A liability is recognised for the amount
expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

Post-employment benefits

Defined benefit plans

The Group operates a single post-employment benefit scheme of defined benefit plan, driven by the Labor Laws and Workman
Laws of the Kingdom of Saudi Arabia, which is based on most recent salary and number of service years. End of service

Labor
Law of Saudi Arabia.

ligation under employee end of service benefit plan is accounted for as an unfunded defined benefit plan and
is calculated by estimating the amount of future benefit that employees have earned in the current and prior periods and
discounting that amount. The calculation of defined benefit obligations is performed annually by a qualified actuary using the
projected unit credit method. Re-measurements of the defined benefit liability, which comprise actuarial gains and losses are
recognised immediately in other comprehensive income. The Group determines the interest expense on the defined benefit
liability for the period by applying the discount rate used to measure the defined benefit obligation at the beginning of the
annual period to the then defined benefit liability, taking into account any changes in the defined benefit liability during the
period as a result of benefit payments. Interest expense and other expenses related to defined benefit plans are recognised in
profit or loss.

Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can be
estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation. Provisions
are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the
time value of money and the risks specific to the liability. The unwinding of the discount is recognised as finance cost.

Revenue

Revenue comprises of sales to customers and is measured based on the considerations specified in contracts with customers
and excludes rebates and amounts, if any, collected on behalf of third parties. Certain customers are eligible for volume
discounts based on aggregate sales over a 12 months period. Revenue from these sales is recognised based on the price
specified in the contract, net of the estimated volume discounts. Accumulated experience is used to estimate and provide for
the discounts, using the expected value method, and revenue is only recognised to the extent that it is highly probable that a
significant reversal will not occur. Revenue is recognised, when (or as) the Group satisfies the performance obligations as
specified in the contract with the customer (buyer), when the seller has transferred to the customer control over the promised
goods and services, either:

at a point in time or
over a time basis equivalent to the stage of completion of the service.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (continued)

 Revenue (continued)

The Group recognises revenue from the sale of the following goods directly to the customers:

Sale of container board and industrial paper
Whole and retail sales of paper, carton and plastic waste

The timing and measurement of revenue recognition for the above-mentioned main source of revenue is stated below:

Sale of goods directly to the customers
Revenue is recognised when a customer obtains control of the goods or services (i.e. when it has the ability to direct the use
of and obtain benefits from the goods or services). Customers obtain control when goods are delivered to and have been
accepted by the customers as per the applicable delivery terms, and accordingly, revenue is recognised at that point-in-time.

Invoices are usually payable within the credit period agreed with the customer which may vary from one customer to another.
The Group does not expect to have any contracts where the period between the transfer of the promised goods or services to
the customer and payment by the customer exceeds one year. As a consequence, the Group does not adjust any of the
transaction prices for the time value of money.

The Group sells a significant proportion of its goods on Cost and F  and Cost, Insurance and
Freight o  as per the International Commercial T therefore, the Group is
responsible for loading the promised goods on the vessel at the loading port.

The physical loading of the approved promised goods on the vessel, satisfies the Group s performance obligation and triggers
the recognition of revenue at a point in time as the control is transferred to the customer. The Group has full discretion over
the price to sell the goods.

The Group has concluded that it is the principal in all of its revenue arrangements since it is the primary obligor in all the
revenue arrangements, has pricing latitude and is also exposed to inventory and credit risks.

The Group recognises a trade receivable for the sale and delivery of the promised goods when the goods, delivered to the
loading port, are loaded on to the vessel as this represents the point in time at which the right to consideration becomes
unconditional, as only the passage of time is required before payment is due.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
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(Expressed in Saudi Riyals unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured at
amortised cost.

Any difference between the proceeds (net of transaction costs) and the redemption amount is recognised in profit or loss over
the period of the borrowings using the effective interest method. Fees paid on the establishment of loan facilities are recognised
as transaction costs of the loan to the extent that it is probable that some or all of the facility will be drawn down. In this case,
the fee is deferred until the draw down occurs. To the extent there is no evidence that it is probable that some or all of the
facility will be drawn down, the fee is capitalised as a prepayment for liquidity services and amortised over the period of the
facility to which it relates.

IAS 23, Borrowing costs requires any incremental transaction cost to be amortised using the Effective Interest Rate (EIR).
The Group accounts for finance cost (Interest cost and amortization of transaction cost) as per the effective interest rate method.
For floating rate loans, EIR determined at initial recognition of loan liabilities is used for the entire contract period. General
and specific borrowing cost directly related for any qualifying assets are capitalised as part of the cost of the asset.

Zakat and taxes

Zakat
The Company and its subsidiaries are subject to Zakat in accordance with the regulations of the Zakat, Tax and Customs
Authority ZATCA ies is
charged to the profit or loss. Additional zakat, if any, is accounted for when determined to be required for payment.

Withholding tax
The Group withholds taxes on certain transactions with non-resident parties in the Kingdom of Saudi Arabia as required under
regulations of the ZATCA.

Assets and expenses are recognised net of amount of VAT, except when VAT incurred on a purchase of assets or services is
not recoverable from the ZATCA, in which case, VAT is recognised as part of the cost of acquisition of the asset or as part of
the expense item, as applicable. The net amount of VAT recoverable from, or payable to, ZATCA is included and shown in
note 11.

Selling and distribution expenses

and
include other sales related expenses. Allocation between cost of sales, selling and distribution expenses and general and
administrative expenses are made on a consistent basis, when required.

General and administrative expenses

General and administrative expenses include direct and indirect costs not specifically part of cost of sales or the selling and
distribution activity of the Group. Allocation between cost of sales, selling and distribution expenses and general and
administrative expenses are made on a consistent basis, when required.

Earnings per share

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing
the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares
outstanding during the period, adjusted for own shares held.

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average number
of ordinary shares outstanding, adjusted for own shares held, for the effects of all dilutive potential ordinary shares, if any.
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(Expressed in Saudi Riyals unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Segment reporting

Operating Segment

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision
maker.

An operating segment is group of assets and operations:

(i) engaged in revenue producing activities;
(ii) results of its operations are continuously analyzed by management in order to make decisions related to resource

allocation and performance assessment; and
(iii) financial information is separately available.

Share capital

Shares are classified as equity when there is no obligation to transfer cash or other assets. Incremental costs directly
attributable to the issue of new shares are shown in equity as a deduction, net of tax, from the proceeds.

Treasury shares

Own equity instruments that are reacquired (treasury shares) are recognised at cost. Treasury shares are presented as a
deduction from equity. No gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the

, is
recognised as share premium or discount which is presented in equity. Treasury shares are adjusted to extent of shares

Equity-settled employee share-based payments

Employees (including key management) of the Group receive remuneration in the form of share-based payments, whereby
qualifying employees render services as consideration for equity instruments (equity-settled transactions). The cost of
equity-settled transactions is determined by the fair value at the date when the grant is made based on market price of the

(see Note 17).

That cost is recognised in employee benefits expense in their respective entities of the Group based on entitled employees
included in program, together with a corresponding increase in reserve for employee share-based payments in equity as
capital reserves, over the period in which the service and, where applicable, the performance conditions are fulfilled (the
vesting period). The cumulative expense recognised as equity-settled transactions at each reporting date until the vesting
date, reflects the exten
instruments that will ultimately vest. The expense or credit in the statement of profit or loss for a period represents the
movement in cumulative expense recognised as at the beginning and end of that period.

Service and non-market performance conditions are not taken into consideration when determining the grant date fair value
of awards, but the likelihood of the conditions being met is assessed as part of t
equity instruments that will ultimately vest. No expense is recognised for awards that do not ultimately vest because non-
market performance and/or service conditions have not been met.

Upon completion of vesting period, the treasury shares are offset with reserve for employee share-based payments in equity
and any difference between reserve and treasury shares are directly charged to retained earnings.

Dividends

Dividends are recorded in the consolidated financial statements in the period in which they are approved by shareholders
of the Company.
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SEGMENT INFORMATION

The Group has two operating and reportable segments, i.e. manufacturing and trading,
units. The strategic business units offer different products and services, and are managed separately because they require
different marketing strategies. For each of the

reportable segments:

Manufacturing segment represents manufacturing of container board and industrial paper as well as tissue paper.
Trading segment represents wholesale and retail sales of paper, carton and plastic waste.

Segment results that are reported to the Chairman of the Board of Directors and top management (Chief Executive Officer
(CEO), Chief Operating Officer (COO) and Chief Financial Officer (CFO)) include items directly attributable to a segment as
well as those that can be allocated on a reasonable basis.

Information regarding the results of each reportable segment is included below. Performance is measured based on segment
revenues and profit (loss) before zakat, as included in the internal management reports that are reviewed by the top management.

The following table presents segment information:

Manufacturing Trading Elimination Total
Results for the year ended

Revenues (362,896,907)
External revenues -
Segment profit before zakat (29,114,780)
Zakat -
Financial costs -
Additions to property, plant and

equipment (861,031)
Additions to intangible assets -
Depreciation and amortization -

Results for the year ended

Revenues (189,022,399)
External revenues -
Segment profit/ (loss) before zakat (18,492,831)
Zakat -
Financial costs -
Additions to property, plant and

equipment -
Depreciation and amortization -

As of 31 December 2021
Total assets (128,896,949)
Total liabilities (32,559,426)

As of 31 December 2020
Total assets (63,580,737)
Total liabilities (26,425,060)

The Group makes sales in local market and foreign markets in Middle East, Africa, Asia and Europe. Export external sales
during the year ended 31 December 2021 amounted to Saudi Riyal 422.29 million (2020: Saudi Riyals 303.8 million). Local
external sales during the year ended 31 December 2021 amounted to Saudi Riyals 635.11 million (2020: Saudi Riyals 420.89
million).
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MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

PROPERTY, PLANT AND EQUIPMENT (continued)

During 2020, the Company acquired a plot of land having cash value amounting to SR 78,952,744 under a deferred
payments arrangement with a total purchase price of SR 83,177,640 over the payment term. The title of this plot of
land would be transferred by the seller to the Company after payment of the last installment due on 31 March 2029.
Later during the year ended 31 December 2020, the Company re-negotiated with the seller on cash value and
payment terms and accordingly the revised cash value is reduced to SR 71,057,470 and total purchase price of SR
74,859,876 payable in unequal annual instalments ending on 31 July 2027. However, during year ended 31
December 2021, the Company early settled the remaining liability and record a gain of SR 6,482,511 on it (note
21).

All land, buildings and mobile cabinets, machinery and equipment and furniture and office equipment relating to
the Company are pledged as collateral to Saudi Industrial Development Fund (SIDF) as a first-degree pledge (see
note 19).

RIGHT OF USE ASSETS

Leased land Buildings Total

At 1 January 2020
Cost (Note 2)
Accumulated depreciation (5,320,806) (1,691,761) (7,012,567)

Net book value

Year ended 31 December 2020
Opening net book value
Additions
Re-measurement
- Cost
- Accumulated depreciation (809,855) (445,152)
Depreciation charge (5,768,331) (1,090,511) (6,858,842)

Closing net book value

At 31 December 2020
Cost
Accumulated depreciation (11,898,992) (2,417,569) (14,316,561)

Net book value

Year ended 31 December 2021
Opening net book value
Additions -
Depreciation charge (5,138,521) (1,483,461) (6,621,982)

Closing net book value

At 31 December 2021
Cost
Accumulated depreciation (17,037,513) (3,901,030) (20,938,543)

Net book value



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

INTANGIBLE ASSETS

Computer software and ERP
At 1 January 2020
Cost
Accumulated amortization (5,795,289)

Net book value

Year ended 31 December 2020
Opening net book value
Amortization (1,128,330)

Closing net book value

At 31 December 2020
Cost
Accumulated amortization (6,923,619)

Net book value

Year ended 31 December 2021
Opening net book value
Additions
Amortization (711,036)

Closing net book value
At 31 December 2021
Cost
Accumulated amortization (7,634,655)

Net book value

DERIVATIVE FINANCIAL INSTRUMENT

Interest rate swaps  fair value - (364,800)
Less: Current portion interest rate swaps  fair value -

Non-current interest rate swaps  fair value - -

During the prior years, the Company had entered into interest rate swap (IRS) agreements with commercial banks to convert
floating rate interest to fixed rate interest arrangement. During the year ended 31 December 2021, there are no contracts
(2020: Saudi Riyal 300 million) and outstanding value as of 31 December 2021 is Nil (2020: Saudi Riyals 100 million).



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

INVENTORIES

Raw materials
Finished goods
Goods in transit
Work-in-progress
Consumable spare parts, not held for sale

Less: Allowance for slow moving inventories (7,659,481) (3,227,034)

Movement in allowance for slow moving inventories is as follows:

Additions
Write-offs (1,055,503) (5,282,743)

During the year Saudi Riyals 5.49 million (2020: Saudi Riyals 5.17 million) were recognised as an expense under cost of sales.

TRADE RECEIVABLES

Trade receivables  gross
Allowance for impairment (15,176,259) (6,544,493)

Movement in allowance for impairment of trade receivables is as follows:

Additions / (reversals) (196,166)



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

TRADE RECEIVABLES (continued)

Trade receivables are amounts due from customers for goods sold in the ordinary course of business. The average credit period
on sales of goods is less than one year and therefore are all classified as current and are mostly secured through trade insurance.
Trade receivables are recognised at the amount of consideration that is unconditional. The Group holds the trade receivables
with the objective to collect the contractual cash flows and therefore measures them subsequently at amortised cost using the
effective interest method.

Due to the short-term nature of the current receivables, their carrying amount is considered to be the same as their fair value.

dual characteristics of each customer. Before accepting
any new credit customer, the Group uses an internal credit review system to assess the potential customer s credit quality and
defines credit limits by customer.

No interest is charged on trade receivables balances that are overdue. The overdue amounts are constantly monitored by the
management and a provision towards expected credit loss is made in the books if required.

The Group has applied IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime expected loss
allowance for all trade receivables based on a provision matrix. The provision matrix takes into account historical credit loss
experience and is adjusted for average historical recovery rates. To measure the expected credit losses, trade receivables have
been grouped based on shared credit risk characteristics and is based on the ageing of the days the receivables are past due
and the rates as calculated in the provision matrix. On that basis, the loss allowance as at 31 December 2021 and 31 December
2020 was determined as follows:

Ageing
Gross carrying

amount
Expected Credit loss

range (%) Loss allowance
As at 31 December 2021:
Within the credit period

More than 1 year past due

Total

Ageing
Gross carrying

amount
Expected Credit loss

range (%) Loss allowance
As at 31 December 2020:
Within the credit period

More than 1 year past due

Total

Trade receivables are written off when there is no reasonable expectation of recovery. Impairment losses on trade receivables
are presented as net impairment losses in profit or loss. Subsequent recoveries of amounts previously written off are credited
against the same line item.



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

      PREPAYMENT AND OTHER RECEIVABLES

Prepaid expenses
Net Value Added Tax (VAT) receivables
Deposits with suppliers
Others

OTHER CURRENT ASSETS

Note

Advances to suppliers
Advances to suppliers  related parties -
Receivable from Higher Institute for Paper and Industrial
Technology (HIPIT) (a) -

Advances to employees

Less: allowance for impairment loss on advances (b) (3,686,774) (3,017,838)

(a) This balance represents the expenses paid by the Company on behalf of HIPIT. HIPIT is an independent not-for-
profit vocational training and administrative training institute, which is supported by the Group along with other local
companies as part of their Corporate Social Responsibility project.

(b) Movement in allowance for impairment loss on advances is as follows:

Additions
Write-offs (1,415,704) (572,520)

Impairment loss charged to:

Cost of revenue
General and admin expense

Total



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

       FINANCIAL ASSET AT FAIR VALUE THROUGH PROFIT AND LOSS

During 2017, the Company had acquired the units of an unlisted open-ended mutual fund. As at 31 December 2021, the fair
value of the investment is Saudi Riyals 5,633 (2020: Saudi Riyals 5,581). Fair value gains of Saudi Riyals 52 (2020: Saudi
Riyals 12,147) have been recognised in the profit or loss.
During 2020, the Group had invested in equity shares of listed companies amounting Saudi Riyals 2,404,300 and sold before
year end. Group has recognised gains on sale of these equity shares amounting to Saudi Riyals 171,535 in profit or loss during
the year 2020.

CASH AND CASH EQUIVALENTS

 2021

Cash in hand
Cash at bank (see note below)

The cash at bank as of 31 December 2021 is abnormally high, as the Company received disbursements amounting SR 218.365
debt  equity structure and consolidate its loan facilities.

The loan proceeds were received to early settle existing long-term loans from other commercial banks and the Company
commenced settlement with the commercial banks subsequent to year ended 31 December 2021.

SHARE CAPITAL

As at 31 December 2021, the Company s authorized and issued share capital of Saudi Riyals 500 million (2020: Saudi Riyals
500 million) consists of 50 million (2020: 50 million) fully paid shares of Saudi Riyals 10 each.

The Company has only one class of equity shares having a par value of Saudi Riyals 10 per share. Holders of these shares are
entitled to dividends as declared from time to time and are entitled to one vote per share at general meetings of the Company.

STATUTORY RESERVE

In accordance with Regulations for Companies in Saudi Arabia, the Company has established a statutory reserve by the
appropriation of 10% of profit for the year until the reserve equals 30% of the share capital. This reserve is not available for
dividend distribution.

EQUITY SETTLED EMPLOYEE SHARE-BASED PAYMENTS PLAN

-based payments plan for the employees
(i
period ended on 1 January 2021 with a grant date of 1 July 2021. The Company had already purchased 300,000 equity shares
at cost of SR 6,816,812 during 2018 for the purposes of this plan and recorded the shares as treasury shares in equity. The

created a reserve for employee share-based payments plan in equity. The Company has transferred the majority of the entitled
shares to respective employees as of the year ended 31 December 2021, with the balance of shares transferred in January 2022.
Accordingly, the Company only proportionately recognized the realized gain amounting SR 2,894,323
settled shared based payment plan asset as the difference between cost of purchase of treasury shares and fair value at grant
date in retained earnings.

RETAINED EARNINGS

Other comprehensive loss accumulated in retained earnings:

Actuarial losses on re-measurements of defined benefits liability



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

LONG TERM BORROWINGS

2020

Saudi Industrial Development Fund (SIDF)
Islamic banking facilities (Tawarruq) (refer note b)

Long-term borrowings

Less: Current portion shown under current liabilities (149,894,087) (192,222,731)

Long term borrowings shown under non-current liabilities

Reconciliation of cash movement of borrowings

Balance at beginning of year
Disbursements
Repayment of principal instalments (235,925,929) (73,142,430)
Movement in accrued financial charges (899,837)
Movement in deferred financial charges (2,573,720)

Balance at end of year

(a) The Company signed a loan agreement with SIDF amounting to Saudi Riyals 124.7 million in 2013 to finance the
construction of manufacturing facilities. This loan was fully utilized as at 31 December 2017. The loan is repayable in
unequal semi-annual instalments up to March 2022.

During 2020, the Company has obtained new facility from SIDF amounting Saudi Riyals 35.3 million to finance the
construction of manufacturing facilities. The loan is repayable in unequal semi-annual instalments up to February 2025.

During 2021, the Company has obtained new facility from SIDF for the tissue paper factory amounting Saudi Riyals 150
million to finance the construction of manufacturing facilities. There are no utilizations of this facility so far.

Upfront fees were deducted at the time of receipt of the loans. These fees are amortised over the periods of respective
loans. The loans bear a follow up fee to be paid on periodic basis. Under the terms of the SIDF loan agreement, the

(b) The Company has also obtained long-term credit facilities from commercial banks. These loans bear financial charges
based on prevailing market rates in Kingdom of Saudi Arabia

Upfront fees were deducted at the time of receipt of loans from commercial banks, which are amortised over the period
of the respective loans. These loans are repayable up to the year 2026.

The balance of Islamic banking facilities as of 31 December 2021 is abnormally high as the Company received
debt-

equity structure and consolidate its loan facilities. The loan proceeds were received to early settle existing long-term loans
from other commercial banks and the Company commenced settlement with the commercial banks subsequent year ended
31 December 2021.

The above loans and facilities include certain covenants which require the Company to maintain certain levels of current and
leverage ratios and certain restriction on dividend distribution and also notify the bank any breach or probable breach
immediately. The Company is in compliance with all its related covenants as of 31 December 2021.
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(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

LONG TERM BORROWINGS (continued)

The loans are denominated in Saudi Riyals and US Dollars as follows:

2020
Long term borrowings
Saudi Riyals
US Dollars -

Total

The scheduled maturities of the long-term borrowings outstanding are as follows:

Year ending 31 December 2021:
Deferred financial

charges
Accrued financial

charges Net loan amount

(1,193,982)
(906,802) -
(445,525) -

(42,930) -
- -

(2,589,239)

Year ending 31 December 2020:
Deferred financial

charges
Accrued financial

charges Net loan amount

(1,094,522)
(1,043,871) -

(752,757) -
(287,452) -
(16,188) -

(3,194,790)

LEASE LIABILITIES

Movement in lease liabilities is summarized as follows:

At the beginning of the year
Additions
Remeasurement
Accretion of interest
Payments (10,932,890) (7,327,785)

At the end of the year



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2021
(Expressed in Saudi Riyals unless otherwise stated)

LEASE LIABILITIES (continued)

The scheduled maturities of the lease liabilities are as follows:

As at 31 December 2021 Principal amount Interest Net lease liabilities

Current portion (1,166,212)
Non-current portion (3,036,570)

(4,202,782)

As at 31 December 2020 Principal amount Interest Net lease liabilities

Current portion (1,334,927)
Non-current portion (4,095,368)

(5,430,295)

OTHER FINANCIAL LIABILITY

During the year ended 31 December 2020, the Company has signed an agreement with Emaar, the Economy City for purchase
of a plot of land amounting to SR 83,177,640 under deferred payments arrangement for its future expansion projects. The
Company is required to pay 20% of the liability in advance and remaining liability in unequal annual instalments ending on
31 March 2029.
Later for the year ended 31 December 2020, the Company re-negotiated with the seller on cash value and payment terms and
accordingly the revised cash value is SR 71,057,470 and total purchase price of SR 74,859,876 payable in unequal annual
instalments ending on 31 July 2027.
During December 2021, the Company early settled the remaining liability and recorded a gain of SR 6,482,511.

Movement in the discounted liability related to land purchase arrangements is as follows:

At the beginning of the year -
Additions -
Remeasurement - (8,268,842)
Accretion of interest
Payments (40,906,585) (24,953,292)
Gain on early settlement of finance liability (6,482,511) -

At the end of the year -



MIDDLE EAST COMPANY FOR MANUFACTURING AND PRODUCING PAPER
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OTHER FINANCIAL LIABILITY (continued)

The scheduled maturities of the liability related to land purchase arrangements as at year ended 31 December 2020 are as
follows:

Gross
amount

Discounting
impact

Net
liability

Current portion (906,192)
Non-current portion (2,497,547)

(3,403,739)

EMPLOYEES END OF SERVICE BENEFITS

Movement in provision for employee  end of service benefits is summarized as follows:

At beginning of year
Current year charge:
- Current service cost
- Curtailment gain - (1,302,316)
- Interest cost

Re-measurement losses / (gain):
- Financial assumptions (253,589)
- Experience adjustment (185,491)

(439,080)

Payments (8,440,207) (3,877,901)

At end of year

Actuarial assumptions

The following were the principal actuarial assumptions at the reporting date:

Discount rate
Future salary growth
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EMPLOYEES END OF SERVICE BENEFITS (continued)

Sensitivity analysis

Increase Decrease Increase Decrease

Discount rate (1% movement) (4,963,097) (2,642,551)
Future salary growth (1% movement) (4,095,747) (2,854,096)

The sensitivity analysis is based on a change in an assumption while holding all other assumptions constant. In practice, this is
unlikely to occur, and changes in some of the assumptions may be correlated. When calculating the sensitivity of the defined
benefit obligation to significant actuarial assumptions the same method (present value of defined benefit obligation calculated
with projected unit credit method at the end of the reporting period) has been applied when calculating the employee
termination.

The expected maturity analysis of undiscounted employee benefits obligations is as follows:

Less than a year
Between 1  5 years
Over 5 years

ZAKAT

  Components of zakat base

The Company and its subsidiaries file separate zakat declarations which are filed on an unconsolidated basis. The significant
components of the zakat base of each Company under zakat and income tax regulations are principally comprised of

ity, provisions at the beginning of the year, long-term borrowings and adjusted net income, less deductions
for the adjusted net book value of property, plant and equipment and certain other items.

Provision for zakat

At the beginning of the year
Provisions
- Provision for current year
- Adjustment related to prior years (176,587)
Payments (4,898,220) (1,260,606)

At the end of the year

Status of final assessments

The zakat assessments of the Group are finalized for the years through 31 December 2008.

During 2016, the Company received additional zakat assessments amounting to SR 16.54 million for the years 2009 to 2012.
The Company has settled an amount of SR 0.04 million on the non-objected items and submitted an objection against the
remaining balance amount.
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ZAKAT (continued)

 Status of final assessments (continued)

assessment amount to SR 6.83 million. The Company has settled SR 1.2 million and submitted the objection against the
remaining revised asses

During July 2020, the ZATCA has issued an assessment for the year 2014, without any additional claim on zakat. During
December 2020, the ZATCA issued an assessment for the years ended 31 December 2015 to 2018 claiming SR 30 million in
additional Zakat. The Company duly submitted its objection during February 2021. The ZATCA has rejected the objection and

However, management based on ZATCA regulation interpretations and supporting documents submitted along with objections,
believes that the ultimate outcome of pending assessments will not result in any material additional liability to the Company.
The zakat declarations of the Company for the years 2013 to 2020 are filed with the ZATCA and unrestricted zakat certificates
have been obtained till 30 April 2022.

During July 2021, WASCO received an assessment for the year ended 31 December 2016 and 2017 claiming additional Zakat
amounting to SR 1.39 million and SR 169K, respectively, which were objected against the claim by WASCO. The ZATCA

be heard at the Tax Violation and Disputes Resolution Com

The zakat declarations of WASCO for the years 2009 to 2020 are currently under review by the ZATCA and unrestricted zakat
certificates have been obtained till 30 April 2022. The zakat declarations of SACO for the years 2009 to 2020 are currently
under review by the ZATCA and unrestricted zakat certificates have been obtained till 30 April 2022. Roots and Estidama
would be filing the zakat declaration first time in 2022.

SHORT TERM BORROWINGS

Islamic banking facilities (Tawarruq)
Notes payable
Accrued financial charges

The Group has short-term credit facilities from commercial banks comprising of short-term loans, letters of credit and
guarantees. These borrowings bear financing charges at the prevailing market rates. These facilities include certain financial
covenants which require the Group to maintain certain levels of ratios. The Group is in compliance with these debt covenants
at 31 December 2021. The loans are denominated in Saudi Riyals, US Dollars and Euro as follows:

Short-term borrowings
Saudi Riyals
US Dollars -

Total
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TRADE AND OTHER PAYABLES

Trade payables - third parties
Trade payables - related party (see note 35.3)
Employees related accruals
Accrued transportation expenses
Accrued sales services expenses
Net Value Added Tax (VAT) payables
Accrued legal and consultancy fees
Accrued directors' remuneration -
Others

OTHER CURRENT LIABILITIES

Advances from customers
Payable to Higher Institute for Paper and Industrial

Technology (HIPIT) -

COST OF REVENUE

Depreciation and maintenance cost
Transportation cost
Rent
Other overheads

SELLING AND DISTRIBUTION EXPENSE

Transportation and shipping
Salaries and related benefits
Sales commission
Credit insurance
Depreciation and amortization
Others
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GENERAL AND ADMINISTRATIVE EXPENSE

Note

Salaries and related benefits
Training
Depreciation and amortization
Directors' remuneration
Bank charges
Consultation fee
Government fee
Insurance expenses
Travel expenses
Professional fee
Communication
Repairs and maintenance
Others

OTHER OPERATING INCOME  NET

Foreign currency exchange loss (828,628) (110,937)
Gain/(loss) on disposal of property and equipment (661,782)
Impairment loss on write-off of property and equipment (1,037,299) -
Gain on early settlement of other finance liability   -
Gain on sale of investment at fair value through profit or loss -
Fair value gain on investment at fair value through profit or loss
Loss on re-measurement of lease liabilities (68,173) (522,531)
Scrap sales -
Others, net (187,300)

FINANCE COSTS  NET

Note

Finance costs on long-term borrowings:
- Tawarruq
- SIDF charges
- Amortisation of deferred financial charges
- Lease liabilities
- Interest rate swap settlements

Finance costs on short-term borrowings:
- Tawarruq
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EARNINGS PER SHARE

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing
the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares
outstanding during the year.

Net profit for the year
Weighted average number of shares (see below)
Basic and diluted earnings per share

The weighted average number of shares takes into account the weighted average effect of changes in treasury shares during
the year ended 31 December 2021.

FINANCIAL INSTRUMENTS

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument
of another entity. The Group holds various financial instruments in the ordinary course of its activities.

 Financial instruments by category

(a) Financial assets subsequently measured at amortised cost:

Notes

Trade receivables
Other current assets
(Advances to employees and receivable from HIPIT)
Cash and cash equivalents

(b) Financial assets at fair value through profit or loss:

Notes 2020

Investments at fair value through profit or loss

(c) Financial liabilities at fair value through profit or loss:

Note

Derivative financial instrument  interest rate swaps -
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FINANCIAL INSTRUMENTS (continued)

 Financial instruments by category (continued)

(d) Financial liabilities at amortised cost:

Notes

Borrowings
Trade and other payables
Lease liabilities
Other financial liability -

The carrying amount of financial assets and liabilities approximates their fair value. Financial assets are not considered to pose
a significant credit risk. Trade receivables are due from customers who have been assessed for credit worthiness prior to entering
into transactions with them.

 Fair value of assets and liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date in the principal or, in its absence, the most advantageous market to which the
Group has access at that date. The fair value of a liability reflects its non-performance risk.

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

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: inputs other than quoted prices included level 1 that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).
Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

The Group fair values the derivative financial instruments and investment at fair value through profit or loss. The fair value of
derivative financial instrument is calculated as the present value of the estimated future cash flows based on observable yield
curves.

The fair value of investment at fair value through profit or loss is based on the net assets value (NAV) communicated by the
fund manager. The fair values under Level 2 were as follows:

Level 2
Derivative financial instruments  (Negative)/positive value - (364,800)
Investments at fair value through profit or loss

During the year ended 31 December 2021, there were no movements between the levels.

COMMITMENT AND CONTIGENCIES

i. At 31 December 2021, the Group had outstanding letters of credit of Saudi Riyals 127.83 million (2020: Saudi Riyals

in the normal course of the business.
ii. The capital expenditure contracted by the Group but not incurred till 31 December 2021 was approximately Saudi

Riyals 166.6 million (2020: Saudi Riyals 55.1 million).
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RELATED PARTIES

 Transactions with key management personnel

Key management personnel compensation comprised the following:

Short term benefits
Post-employment benefits
Termination benefits

Compensation to key management personnel includes salaries, and contributions to post-employment defined benefit plan.

 transactions

Significant transactions with related parties in the ordinary course of business included in the consolidated financial information
is summarized below:

Related party Description of
transaction

Relationship

Arabian Maize
Company for Industry

Masirah International
Industrial Investments

Purchase of materials
Company of chairman
board of directors

Directors Directors
remuneration Directors

balances

Significant due from/(to) balances with related parties are summarized below:

Related party

Jeddah Development and Urban Regeneration
Company -
Advances to key management personnel

(1,077,569) -
Arabian Maize Company for Industry (4,885,290) (1,674,806)

DIVIDENDS

No dividend were declared during the year ended 31 December 2021 (2020: Nil). Subsequent to the year end, on 14 March
2022, the Board proposed a final dividend for the financial year ended 31 December 2021 amounting to SR 50 million (SR
1.00 per share). The proposed dividend will be presented for approval of the shareholders during the next Annual General
Assembly meeting.
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FINANCIAL RISK MANAGEMENT

low
interest rate risks and price risk), credit

he
Group also uses derivative financial instruments to hedge certain risk exposures.

 Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk is represented by interest rate risk, currency risk and other price risk.

 Interest rate risk

Interest rate risks are the exposures to various risks associated with the effect of fluctuations in the prevailing interest rates on
nages the interest rate risk by regularly monitoring the interest

rate profiles of its interest-bearing financial instruments as and entering into interest rates swap arrangements.

At 31 December 2021, if interest rates had been 1% higher/lower with all other variables held constant, future interest on
outstanding loans (excluding loans hedged through interest rates swaps arrangements) will increase/decrease by Saudi Riyals

 Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. The
Group is subject to fluctuations in foreign exchange rates in the normal course of its business. The Group did not undertake
significant transactions in currencies other than Saudi Riyals and US Dollars during the year and accordingly the Group has no
significant exposure to other foreign currencies at the year ended 31 December 2021 and 2020. Since Saudi Riyal is pegged to
the US Dollar, the Group is not exposed to significant foreign currency risk. Exposure to Euro at the end of 2021 and 2020 was
not significant.

 Credit risk

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

The management continuously monitors the credit exposure towards the customers and makes allowances against those
balances considered doubtful of recovery using the expected credit loss model. To mitigate the risk, the Group has developed
a system of assigning credit limits to its customers based on an extensive evaluation based on customer profile and payment
history. Outstanding customer receivables are regularly monitored. Most of the customers are secured, where possible, by way
of inland letters of credit, cash security deposit, bank guarantees and insurance guarantees.

The Group's gross maximum exposure to credit risk at the reporting date is as follows:

2020
Financial assets
Trade receivables
Other current assets (*)
Cash at banks
Short-term investments
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FINANCIAL RISK MANAGEMENT (continued)

 Credit risk (continued)

(*) Other current assets comprise of advances to employees and receivable from HIPIT (see Note 12).

Trade receivables are due from customers who have been assessed for credit worthiness prior to entering into transactions with
them. Cash at bank and short-term investments are placed with reputable local banks. There were no past due or impaired
receivables from related parties.

 Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments associated with
financial instruments. Liquidity risk may result from an inability to sell a financial asset quickly at an amount close to its fair
value. Liquidity risk is managed by monitoring on a regular basis that sufficient funds are available through committed credit
facilities to meet any future commitments. The Group has no significant concentration of liquidity risk. For instance,
concentrations of liquidity risk may arise from the repayment terms of financial liabilities, sources of borrowings or reliance
on a particular market in which to realize liquid assets. The following is contractual undiscounted maturity analysis of the
financial liabilities of the Group as at 31 December 2021. The Group does not hold financial assets for managing liquidity risk.
Hence, these risks have not been considered for maturity analysis.

Above 1 year
to 5 years

More than 5
years

Total

Non derivative financial liabilities
Borrowings -
Trade and other payables - -
Lease liabilities

 Above 1 year to
5 years

More than 5
years

Total

Non derivative financial liabilities
Borrowings -
Trade and other payables - -
Lease liabilities
Other financial liability

It is not expected that the cash flows included in the maturity analysis could occur significantly earlier, or at significantly
different amounts.
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CAPITAL MANAGEMENT

The Group's objective when managing capital is to safeguard the Group's ability to continue as a going concern so that it can
continue to provide returns for shareholders and benefits for other stakeholders; and to maintain a strong capital base to support
the sustained development of its businesses.

The Group manages its capital structure by monitoring return on net assets and makes adjustments to it in the light of changes
in economic conditions. In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid
to shareholders or issue new shares. The Group also monitors capital using a gearing ratio, which is net debt, interest bearing
loans and borrowings including finance cost thereon, trade and other payables, less cash and bank balances. Capital signifies
equity as shown in the statement of financial position plus net debt.

The capital gearing ratio is as follows:

Borrowings
Trade and other payables
Other current liabilities

Total debt
Cash and cash equivalents (264,004,358) (45,455,272)

Net debt

Share capital
Statutory reserve
Treasury shares (1,136,135) (6,816,812)
Reserve for employee share-based payments -
Retained earnings

Net equity

Capital gearing ratio - %

IMPACT OF COVID- 19

-
economic activities including the Kingdom of Saudi Arabia (KSA). The World Health Organization qualified COVID-19 as a
pandemic, with governments issuing strict regulations and guidance for its populations and companies. It necessitated the Group
to re-assess its judgments and the key sources of estimation.

During the year ended 31 December 2021, management has assessed the overall imp
business aspects, and considered factors like effects on supply chain, impact of oil prices, operating rates of its plants, additional
cost in supply chain and product demand. Based on this assessment, no significant adjustments were required in the financial
statements for the year ended 31 December 2021. The situation surrounding COVID-19 is evolving including new variants and

s of operations and financial
condition in 2022. The situation remains uncertain and therefore it is difficult to predict with certainty the length of time that
COVID- - usiness, operations
and financial condition.

DATE OF AUTHORISATION FOR ISSUE

These consolidated financial statements were authorized  17 March 2022G.


