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INDEPENDENT AUDITOR’S REPORT

To the Shareholders

Takween Advanced Industries

(A Saudi Joint Stock Company)
Al-Khobar, Kingdom of Saudi Arabia

Opinion

We have audited the consolidated financial statements of Takween Advanced Industries - a Saudi Joint Stock Company (the
“Company™) and its subsidiaries (collectively referred as “the Group™), which comprise the consolidated statement of
financial position as at December 31, 2021, the consolidated statements of profit or loss and other comprehensive income,
changes in equity and cash flows for the year then ended, and notes to the consolidated financial statements including a
summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at December 31, 2021, its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs) as
endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by Saudi Organization for Certified
Public Accountants (“SOCPA”).

Basis of opinion

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

Other Matters

The Group's consolidated financial statements for the fiscal year ending on December 31, 2020 were audited by another
independent auditor, who expressed an unqualified opinion in his report dated March 22, 2021 on these consolidated financial
statements

Key Audit Matter

Key audit matter is that matter that, in our professional judgment, was of most significance in our audit of the consolidated
financial statements of the current year. This matter was addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on this matter. For the
matter listed below, our description on how our audit have addressed this matter is set below:

Key audit matters

How the matter was addressed

I-Revenue recognition:

During the year ended 31 December 2021,
Company’s revenue amounted to SAR 838 million
(2020: SAR 754 million).

The company continues to be under pressure to
meet goals and expectations which may lead to
misstatements in revenue.

Revenue recognition is a key audit matter because
there is a risk that management may override
controls to misrepresent revenue transactions.

» We have performed the following procedures regarding revenue
recognition:

 Evaluating the appropriateness of the accounting policies related
to the revenue recognition of the Company by taking into
consideration the requirements of IFRS 15 "Revenue from
Contracts with Clients".

« Evaluating the design, implementation and testing of the
operational effectiveness of the Company's control procedures,
including the control procedures to prevent fraud when
recognizing revenue in accordance with the Company's policy.

+ Testing sales transactions, on a sample basis, and perform cut-off
tests of revenue made at the beginning or end of the year to assess
whether the revenue has been recognized in the correct period.

« Testing revenue transactions, on a sample basis, and verify
supporting documents, which included receipt notices signed by
clients, to ensure the accuracy and validity of revenue recognition.
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INDEPENDENT AUDITOR’S REPORT (Continued)

To the Shareholders

Takween Advanced Industries

(A Saudi Joint Stock Company)
Al-Khobar, Kingdom of Saudi Arabia

Key Audit Matters (Continued)
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The key audit matter

How the matter was addressed

2- Impairment assessment of goodwill

Goodwill of SR 323.58 million (2019: SR 323.58 million)
which was recognized on the acquisition of Saudi Plastic
Packaging System (formerly Savola Packaging Systems
Company Limited) as at December 30, 2014.

Management conducts impairment review on an annual basis
to assess whether there is any potential impairment. These
reviews are made using valuation methods to determine the
expected recoverable amounts of individual and combined
cash generating units’ assets including goodwill. Such
methods include assumptions related to future sales volume,
prices, operating assets, growth rates, terminal value and other
related assets.

We considered this as a key audit matter due to significant
judgement and key assumptions involved in the impairment
assessment process.

Refer note 4 to the consolidated financial statements for the
accounting policy related to impairment of non-current assets.

We have performed the following procedures for
assessing the impairment of goodwill:

« Evaluated key assumptions the
management;

used by

* Reviewed the independent specialist valuation
review report for the reasonableness of the
valuation methodology of cash generating units’
assets including goodwill analysis prepared by
management. As part of the review, assessed the
reasonableness of key management assumptions in
respect of estimated future cash flows, growth and
discount rates and assessed the sensitivity analysis
on key assumptions;

+ Engaged auditor’s expert to assess the application
of valuation method to calculate value in use as per
IAS 36 “Impairment of assets” and to perform
reasonable check of assumptions used in the
model;

» Compared key assumptions against historic trends,
business plans and industry benchmarks as
applicable. Additionally, we reviewed and
assessed the future business plans both from
internal and external perspectives, and compared
forecast to historical trends;

* Checked the accuracy and completeness of the
information produced by management, that was
used as the basis of impairment assessment; and

« Considered the adequacy of the group’s
disclosures as presented in the accompanying
consolidated financial statements in accordance
with applicable accounting standard.
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INDEPENDENT AUDITOR’S REPORT (Continued)

To the Shareholders

Takween Advanced Industries

(A Saudi Joint Stock Company)

Al-Khobar, Kingdom of Saudi Arabia

Other Information included in the Group’s 2020 Annual Report

Management is responsible for the other information. The other information comprises the information included in the
Group’s annual report, other than the consolidated financial statements and our auditor’s report thereon. The annual report
is expected to be made available to us after the date of this auditor’s report.

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

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

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

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

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with IFRSs as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by
SOCPA, Company’s By-laws and the applicable requirements of Company’s regulations, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

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

Board of Directors of the Company are responsible for overseeing the Group’s financial reporting process.

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

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

As part of an audit in accordance with ISAs as endorsed in the Kingdom of Saudi Arabia, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

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

+  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s
internal control.
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INDEPENDENT AUDITOR’S REPORT (Continued)

To the Shareholders

Takween Advanced Industries

(A Saudi Joint Stock Company)
Al-Khobar, Kingdom of Saudi Arabia

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

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related safeguards.

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

Report on other legal and regulatory requirements

Based on the information that has been made available to us while performing our audit procedures, nothing has come to our
attention that causes us to believe that the Company is not in compliance, in all material respects, with the applicable
requirements of the Regulation for Companies in the Kingdom of Saudi Arabia and the Company’s By-laws in so far as they
affect the preparation and presentation of the consolidated financial statements.

For Al-Kharashi Co.

. /

Sulienlln A. ALK Eurashi
LicepSe No. (91)

9!:;;_‘.\-“_9 ‘_,_w"| o—c ]
5993LD (10221 14 § (ygasulna
C.R.: 1010327044:5.
Certified Accountants
& Auditors
AL-Kharashi Co.

March 2, 2022 G
Rajab 29, 1443 H
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TAKWEEN ADVANCED INDUSTRIES
(A SAUDI JOINT STOCK COMPANY)
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2021
December 31, December 31,
2021 2020
Note SR 000 SR 000
ASSETS
Non-current assets
Property, plant and equipment 6 584,303 629,150
Intangible assets b 1,857 2,364
Goodwill 8 323,582 323,582
Investments in Associate 9 115,770 -
Total non-current assets 1,025,512 955,096
Current assets
Inventories 10 192,736 163,242
Trade receivables 11 381,954 214,320
Prepaid expenses and other assets 12 51,500 42,875
Investments held at amortized cost 13 7,087 14,283
Cash and cash equivalents 14 28,825 40,040
Assets held for sale 324 - 470,344
Total current assets 662,102 945,104
TOTAL ASSETS 1,687,614 1,900,200
EQUITY AND LIABILITIES
EQUITY
Share capital 15.1 950,000 950,000
Other reserves 15:2 (42,351) (42,060)
Accumulated losses (300,681) (319.707)
Total equity 606,968 588,233
LIABILITIES
Non-current liabilities
Medium and long term loans 16.1 123,415 309,295
Lease liabilities — non-current portion 17 5,473 5,996
Employee benefits 18 31,301 29,358
Total non-current liabilities 160,189 344,649
Current liabilities
Current portion of medium and long term loans 16.1 62,900 82,823
Short term loans 16.2 471,803 489,727
Lease liabilities — current portion 17 523 498
Trade payables and other liabilities 18 385,231 263,484
Liabilities directly associated with assets held for sale 324 - 130,786
Total current liabilities 920,457 967,318
Total liabilities 1080,646 1,311,967
TOTAL EQUITY AND LIABILITIES 1,687,614 1,900,200

These consolidated financial statements were authorized for issue by board of directors, on behalf of shareholders on February
23, 2022 and signed on their behalf by:

-

als)
Marwan Jreige Jameel A. Al-Molhem Abdulmohsen Al-Othman
Chief Financial Officer Managing Director Chairman

The accompanying notes form an integral part of these consolidated financial statements.
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TAKWEEN ADVANCED INDUSTRIES

(A SAUDI JOINT STOCK COMPANY)
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2021

December 31, December 31,
2021 2020
Note SR ‘000 SR “000
Continued operations
Revenue 21 838,556 754,176
Cost of revenue 22 (786,641) (696,768)
Gross profit 51,915 57,408
Administrative expenses 23 (54,758) (49,244)
Selling, marketing and distribution expenses 24 (57,430) (40,030)
Operating loss (60,273) (31,866)
Finance charges 25 (19,096) (35,078)
Other income, net 26 19,718 1,152
Income from Associate 9 26,262 -
Loss before zakat and income tax (33,389) (65,792)
Zakat and income tax 20.4 (700) (550)
Net loss for the year from continued operations (34,089) (66,342)
Profit from discontinued operation 323 53,115 60,329
Net Profit/ (loss) for the year 19,026 (6,013)
OTHER COMPREHENSIVE INCOME
Item that will not be reclassified to statement of profit or loss
Remeasurement gain on employee benefits 18 (398) 717
Other comprehensive (loss)/ income for the year from
discontinued operations - (19)
Item that may be reclassified to statement of profit or loss
Exchange differences on translation of foreign operation 107 634
Other comprehensive (loss)/ income for the year (291) 1,332
Total comprehensive income/ (loss) for the year 18,735 (4,681)
Total comprehensive loss for the year — continued operations (34,380) (64,991)
Total comprehensive income for the year — discontinued
operations 31.3 53,115 60,310
Total comprehensive income/ (loss) for the year 18,735 (4,681)
Earnings (loss) per share (SR) based on income (loss) for the
year attributable to shareholders of the company
Basic and diluted loss per share — continued operations 30 (0.35) (0.70)
Basic and diluted earnings per share — discontinued operation 30 0.56 0.64

These consolidated financial statements were authorized for issue by board of directors, on behalf of shareholders on February
23, 2022 and signed on their behalf by:

@
Marwan Jreig Jameel A. Al-Molhem Abduliffohsen Al-Othman

Chief Financial Officer Managing Director Chairman

The accompanying notes form an integral part of these consolidated financial statements.
-6-



TAKWEEN ADVANCED INDUSTRIES

(A SAUDI JOINT STOCK COMPANY)
CONSOLIDATED STATEMENT OF SHAREHOLDERS CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2021

Balance as at January 1, 2020
Net loss for the year

Other comprehensive income
Total comprehensive (loss)

Balance as at December 31, 2020

Net Profit for the year

Other comprehensive (loss)

Total comprehensive income
Balance as at December 31, 2021

Accumulated

Share capital Other reserves losses Total
SR ‘000 SR “000 SR ‘000 SR ‘000
950,000 (43,392) (313,694) 592,914
- - (6,013) (6,013)

- 1,332 - 1,332

- 1,332 (6,013) (4,681)
950,000 (42,060) (319,707) 588,233
- - 19,026 19,588

- (291) - (291)

- (291) 19,026 18,735
950,000 (42,351) (300,681) 606,968

These consolidated financial statements were authorized for issue by board of directors, on behalf of shareholders on February 23, 2022 and signed on their behalf by:

Qe

Marwan Jreige
Chief Financial Officer

Jameel A. Al-Molhem
Managing Director

The accompanying notes form an integral part of these consolidated financial statements.

“Abdulmohsen Al-Othman

Chairman




TAKWEEN ADVANCED INDUSTRIES
(A SAUDI JOINT STOCK COMPANY)

CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

FOR THE YEAR ENDED DECEMBER 31, 2021

OPERATING ACTIVITIES
Net loss for the year — continuing operations
Net income for the year — discontinued operations
Adjustments for:
Depreciation
Amortization of intangible assets
Zakat and income tax
Write off property, plant and equipment
Interest income on investments held at amortized costs
(Allowance)/ reverse for inventories, net
Gain on disposal of Investment
Share of Profit of equity-accounted investees

Allowance (Reversal of allowance) for impairment of trade
receivables

Finance charges
Employee benefits

Movement in working capital:
Inventories
Trade receivables
Prepaid expenses and other assets
Trade payables and other liabilities
Cash from operations

Finance charges paid
Zakat and income tax paid
Employee benefits paid

Net cash from operating activities

INVESTING ACTIVITIES
Proceeds from sale of subsidiary
Purchase of property, plant and equipment

Procced from disposal of Intangible Assets

Proceeds from disposal of property, plant and equipment

Investments held at amortized cost

Interest income received on investments held at amortized
Net cash used in investing activities

FINANCING ACTIVITIES
Change in short term loans
Repayment of principal of lease liabilities
Repayment of medium and long term loans
Net cash used in financing activities

December 31,

December 31,

2021 2020

Note SR <000 SR ‘000

(34,089) (66,342)

32.3 53,115 60,329
6 68,092 99,588
7 507 876
204 700 550
18 2,916

(1,109) (1,133)

10 (10,485) 616
323 (53,115) .
9 (26,262) .
1 4,792 977
25 19,096 45,549
18 4,314 5,742
25,574 149,668

10 (19,021) 14,257
1 (66,967) 1,137
12 (8,625) (3,735)
18 121,145 33,502
52,106 194,829

25 (19,096) (45,549)
20.3 (99) (550)
18 (2,769) (5,482)
30,142 143,248

197,691 ;

6 (22,536) (42,151)
- 1,334

98 "

7,196 (7,267)

335 1,133

182,783 (46,951)

(17,924) (55,586)

17 (498) (1.409)
16.1 (205,803) (37.597)
(224,225) (94,592)

These consolidated financial statements were authorized for issue by board of directors, on behalf of shareholders February 23,

2022 and signed on their behalf by:

oy

& N

Marwan Jreige
Chief Financial Officer

Jameel A. Al-Molhem

Abdulmohsen Al-Othman

Managing Director

The accompanying notes form an integral part of these consolidated financial statements.

o Bl

Chairman



TAKWEEN ADVANCED INDUSTRIES

(A SAUDI JOINT STOCK COMPANY)

CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2021

Note
Net change in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Foreign currency translation differences
Cash transfer to assets held for sale
Cash and cash equivalents at the end of the year 14

NON — CASH TRANSACTIONS
Transfer of short term loan to medium and long term loans
Re-measurement gain on employee benefits
Net assets transfer related to assets held for sale

December 31, December 31,
2021 2020
SR ‘000 SR 000
(11,300) 1,705
40,040 40,274
85 452
- (2,391)
28,825 40,040
December 31, December 31,
2021 2020
SR “000 SR 000
- 150,000
- 698
- 339,558

These consolidated financial statements were authorized for issue by board of directors, on behalf of shareholders on

February 23, 2022 and signed on their behalf by:

o=

Marwan Jreige Jameel A. Al-Molhem
Chief Financial Officer Managing Director

Abdulmohsen Al-Othman

The accompanying notes form an integral part of these consolidated financial statements.

9.

Chairman



TAKWEEN ADVANCED INDUSTRIES

(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

3.2

ORGANIZATION AND PRINCIPAL ACTIVITIES

Takween Advanced Industries (“the Company”) is a Saudi Joint Stock Company registered in the Kingdom of Saudi Arabia
under commercial registration number 2051044381 issued in Al Khobar on Muharram 9, 1432H (December 15, 2010) and
its subsidiaries (collectively referred to as ’the Group’).

The Company’s share capital is SR 950 million divided into 95 million shares of SR 10 each.
The Company’s registered office is located at Al Khobar, Kingdom of Saudi Arabia.

The principal activities of the Group companies, each of which operates under individual commercial registration, are:

« Owning of factories with various plastic products manufacturing together with maintaining, operating and managing,

* Production of disposable polystyrene cups, lids and other plastic related products,

* Production of non-woven fabrics,

» Production of PET (Polyethylene Terephthalate) pre-forms,

* Manufacturing of, and wholesale trading in plastic containers and films,

+ Manufacturing of, and wholesale and retail trading in plastic containers and polyethylene cups, rolls and bags.

* Managing and operating of industrial centers,

» Owning of land for the purpose of establishing and developing factories,

» Establishing industrial institutes and providing and coordinating for training courses related to developing of plastic
products,

» Import and export, wholesale and retail trade in various kind of plastic products, and

» Establishing, managing, operating and maintaining different industrial project.

STRUCTURE OF THE GROUP

The consolidated financial statements as at December 31, 2021 include the financial statements of the Company and its
following subsidiaries (collectively referred to as the “Group™):

Name of consolidated subsidiary Country of incorporation Effective ownership
2021 2020
Saudi Plastic Packaging Systems (“Saudi Packaging™) KSA 100% 100%
Al-Sharq Company for Plastic Industries Limited (“Al-
Sharq™) KSA 100% 100%
Ultra Pak Manufacturing Company (*“Ultra Pak™) KSA 100% 100%
New Marina for Plastic Industries Company (S.A.E.)
(“New Marina™) Egypt 100% 100%

During the year, the Group signed a share purchase agreement with China-based Company JOFO Nonwoven Company
Limited to sell 70% of its subsidiary, Advanced Fabrics Factory Company (“SAAF”). The Group has completed the sales
purchase agreement conditions and announced the full completion of the transaction in July 2021, therefore, the group has
reclassified the results of “Advanced Fabrics Factory Company (“SAAF”) under Loss/ income of investment in associate.

BASIS OF PREPARATION

Statement of compliance

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRSs") as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by the
Saudi Organization for Certified Public Accountants (“SOCPA™).

Preparation of the consolidated financial statements

The consolidated financial statements have been prepared under the historical cost convention except where IFRS requires
other measurement basis as disclosed in the applicable accounting policies in note 4 of these consolidated financial
statements.

The preparation of consolidated financial statements in conformity with I[FRSs required management to make judgements,
estimates and assumptions that affect the application of accounting policies and reported amounts in the consolidated
financial statements. These areas that are significant to the consolidated financial statements are disclosed in note 5.

« J{=



TAKWEEN ADVANCED INDUSTRIES

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2021

3

3.3

3.4

BASIS OF PREPARATION (Continued)

New Standards, Amendments to Standards and Interpretations

The Group has applied below standards and amendments for the first time for their annual reporting period commencing 1
January 2021. The adoption of below standards and amendments does not have any material impact on the Consolidated
Financial Statements during the year:

Amendments to IFRS 9, IAS 39 and IFRS 7 - Interest rate benchmark reform

These amendments provide certain reliefs in connection with interest rate benchmark reform. The reliefs relate to hedge
accounting and have the effect that Interbank Offered Rate (“IBOR™) reform should not generally cause hedge accounting
to terminate. However, any hedge ineffectiveness should continue to be recorded in the consolidated statement of profit or
loss and other comprehensive income.

- The following amendments are effective for the period beginning 1 January 2022:

- Onerous Contracts — Cost of Fulfilling a Contract (Amendments to [AS 37);

- Property, Plant and Equipment: Proceeds before Intended Use (Amendments to 1AS 16);

- Annual Improvements to IFRS Standards 2018-2020 (Amendments to IFRS [, IFRS 9, IFRS 16 and IAS 41; and

- References to Conceptual Framework (Amendments to IFRS 3).

Amendment to IFRS 16, ‘Leases’ — COVID-19 related rent concessions

As a result of the coronavirus (COVID-19) pandemic, rent concessions have been granted to lessees. In May 2020, the
International Accounting Standards Board (“IASB”) published an amendment to IFRS 16 that provided an optional prac-
tical expedient for lessees from assessing whether a rent concession related to COVID-19 is a lease modification. On 31
March 2021, the IASB published an additional amendment to extend the date of the practical expedient from 30 June 2021
to 30 June 2022. Lessees can select to account for such rent concessions in the same way as they would if they were not
lease modifications. In many cases, this will result in accounting for the concession as variable lease payments in the
period(s) in which the event or condition that triggers the reduced payment occurs.

New standards, amendments and revised IFRS issued but not yet effective

Following are the new standards and amendments to standards which are effective for annual periods beginning on or after
| January 2022 and earlier application is permitted; however, the Group has not early adopted them in preparing these
Consolidated Financial Statements.

Amendments to IAS 1, ‘Presentation of financial statements’ on classification of liabilities

These narrow-scope amendments to IAS 1, ‘Presentation of financial statements’, clarify that liabilities are classified as
either current or non-current, depending on the rights that exist at the end of the reporting period. Classification is unaf-
fected by the expectations of the entity or events after the reporting date (for example, the receipt of a waiver or a breach
of covenant). The amendment also clarifies what IAS | means when it refers to the ‘settlement’ of a liability.

Amendments to IFRS 3, IAS 16, IAS 37

- IFRS 3, ‘Business combinations’ update a reference in IFRS 3 to the Conceptual Framework for Financial
Reporting without changing the accounting requirements for business combinations.

- IAS 16, ‘Property, plant and equipment’ prohibit a company from deducting from the cost of property, plant and
equipment amounts received from selling items produced while the company is preparing the asset for its intended
use. Instead, a company will recognise such sales proceeds and related cost in profit or loss.

- IAS 37, ‘Provisions, contingent liabilities and contingent assets’ specify which costs a company includes when
assessing whether a contract will be loss-making.

Amendments to IAS 1, Practice statement 2 and IAS 8

The amendments aim to improve accounting policy disclosures and to help users of the financial statements to distinguish
between changes in accounting estimates and changes in accounting policies.

Amendment to IAS 12 — deferred tax related to assets and liabilities arising from a single transaction

These amendments require companies to recognise deferred tax on transactions that, on initial recognition give rise to equal
amounts of taxable and deductible temporary differences.
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TAKWEEN ADVANCED INDUSTRIES

(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2021

4.

4.1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies of the Group applied in the preparation of the consolidated financial statements are set
out below. These policies have been applied consistently to both years presented in these consolidated financial statements.

Basis of Consolidation
The consolidated financial statements comprise those of Takween Advanced Industries and of its subsidiaries (the “Group™)
as detailed in note 2. Control is achieved when the Group:

* has power over the investee,
+ is exposed, or has rights, to variable returns from its involvement with the investee, and
« has the ability to use its power to affect its returns.

The Group reassesses 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 listed above.

When the Group has less than a majority of the voting rights of an investee, it has power over the investee when the voting
rights are sufficient to give it the practical ability to direct the relevant activities of the investee unilaterally. The Company
considers all relevant facts and circumstances in assessing whether or not the Company's voting rights in an investee are
sufficient to give it power, including:

« the size of the Company’s holding of voting rights relative to the size and dispersion of holdings of the other vote holders,

* potential voting rights held by the Company, other vote holders or other parties,

« rights arising from other contractual arrangements, and

« any additional facts and circumstances that indicate that the Company has, or does not have, the current ability to direct
the relevant activities at the time that decisions need to be made, including voting patterns at previous shareholders’
meetings.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed of during the period are
included in the consolidated statement of profit or loss and other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the subsidiary.

Consolidated statement of profit or loss and each component of other comprehensive income are attributed to the
shareholders of the Group. Total comprehensive income of subsidiary is attributed to the shareholders of the Group.

When necessary, adjustments are made to the financial statements of subsidiaries to bring its accounting policies into line
with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

4.1.1 Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s interests and the non-controlling
interests are adjusted to reflect the changes in their relative interests in the subsidiaries. Any difference between the amount
by which the non-controlling interests are adjusted and the fair value of the consideration paid or received is recognized
directly in equity and attributed to shareholders of the Group.

When the Group loses control of a subsidiary, a gain or loss is recognized in the consolidated statement of profit or loss and
other comprehensive income and is calculated as the difference between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained interest and (ii) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any non-controlling interests. All amounts previously recognized
in other comprehensive income in relation to that subsidiary are accounted for as if the Group had directly disposed of the
related assets or liabilities of the subsidiary (i.e. reclassified consolidated statement of profit or loss and other
comprehensive income or transferred to another category of equity as specified/permitted by applicable IFRSs). The fair
value of any investment retained in the former subsidiary at the date when control is lost is regarded as the fair value on
initial recognition for subsequent accounting under IFRS 9, when applicable, the cost on initial recognition of an investment
in an associate or a joint venture.
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TAKWEEN ADVANCED INDUSTRIES
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

4.2 Business combination and goodwill
Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as
the aggregate of the consideration transferred, measured at acquisition date fair value and the amount of any non-
controlling interests in the acquiree. For each business combination, the acquirer measures the non-controlling
interests in the acquiree either at fair value or at the proportionate share of the acquirer’s identifiable net assets.
Acquisition costs incurred are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date.

Any contingent consideration to be transferred by the acquirer will be recognized at fair value at the acquisition
date. Contingent consideration classified as an asset or liability that is a financial instrument and within the scope
of IFRS 9 Financial Instruments: Recognition and Measurement, is measured at fair value with the changes in fair
value recognized in the consolidated statement of profit or loss and other comprehensive income.

Goodwill represents the excess cost of investments over the fair value of the net assets acquired in a business
combination. If the fair value of the net assets acquired is in excess of the aggregate consideration transferred, the
Group re-assesses whether it has correctly identified all of the assets acquired and all of the liabilities assumed and
reviews the procedures used to measure the amounts to be recognized at the acquisition date. If the reassessment
still results in an excess of the fair value of net assets acquired over the aggregate consideration transferred, then
the gain is recognized in the consolidated statement of profit or loss and other comprehensive income.

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

Goodwill is tested annually for impairment and is carried at cost net of accumulated impairment losses. Impairment
is determined for goodwill by assessing the recoverable amount of each CGU (or group of CGUs) to which the
goodwill relates. When the recoverable amount of the CGU is less than its carrying amount, an impairment loss is
recognized. Impairment losses relating to goodwill cannot be reversed in future periods. Gains or losses on the
disposal of an entity include the carrying amount of goodwill relating to the entity sold. Negative goodwill represents
the excess of the fair value of the net assets acquired and the cost of investments in a business combination. Negative
goodwill is recognized in the consolidated statement of profit or loss and other comprehensive income.

Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed off, the
goodwill associated with the operation disposed-off is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill disposed-off in this circumstance is measured
based on the relative values of the operation disposed-off and the portion of the cash-generating unit retained. When
subsidiaries are sold, the difference between the selling price and the net assets plus cumulative translation
differences and goodwill is recognized in the consolidated statement of profit or loss and other comprehensive
income.

Intercompany transactions, balances and unrealised gains on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the transferred
asset. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the
policies adopted by the Group.
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TAKWEEN ADVANCED INDUSTRIES

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Associates

Associates are all entities over which the Group has significant influence but not control or joint control. This is generally
the case where the Group holds between 20% and 50% of the voting rights. Investments in associates are accounted for
using the equity method of accounting. Under the equity method, the investment is initially recognised at cost, and the
carrying amount is increased or decreased to recognise the investor’s share of the profit or loss of the investee after the
date of acquisition. On acquisition, any difference between the cost of the investment and the entity’s share of the net
fair value of the investee's identifiable assets and liabilities in case of goodwill is included in the carrying amount of the
investment (amortisation not permitted) and any excess of the entity's share of the net fair value of the investee's
identifiable assets and liabilities over the cost of the investment is included as income in the determination of the entity's
share of the associate or joint venture’s profit or loss in the period in which the investment is acquired.

If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the
amounts previously recognised in other comprehensive income is reclassified to profit or loss where appropriate. The
Group’s share of post-acquisition profit or loss is recognised in the consolidated statement of profit or loss and other
comprehensive income, and its share of post-acquisition movements in other comprehensive income is recognized in
the statement of other comprehensive income with a corresponding adjustment to the carrying amount of the investment.

When the Group’s share of losses in an associate equal or exceeds its interest in the associate, including any other
unsecured receivables, the Group does not recognise further losses, unless it has incurred legal or constructive
obligations or made payments on behalf of the associate.

Profits and losses resulting from upstream and downstream transactions between the Group and its associates are
recognised in the Group’s consolidated financial statements only to the extent of unrelated investor’s interests in the
associates. Unrealised losses are eliminated unless the transaction provides evidence of an impairment of the asset
transferred. Accounting policies of associates have been changed where necessary to ensure consistency with the policies
adopted by the Group.

The Group determines at each reporting date whether there is any objective evidence that the investment in the associate
is impaired. If this is the case, the Group calculates the amount of impairment as the difference between the recoverable
amount of the associate and its carrying value and charges the amount to the consolidated statement of profit or loss and
other comprehensive income.

Dilution gains and losses arising in investments in associates are recognised in the consolidated statement of profit or
loss and other comprehensive income.

Property, plant and equipment (PPE)
Property, plant and equipment are stated at their cost less accumulated depreciation and accumulated impairment losses.

Properties in the course of construction are carried at cost, less any recognized impairment loss. Such properties are
classified to the appropriate categories of property and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property assets, commences when the assets are ready for their
intended use.

Properties in the course of construction for production, supply or administrative purposes are carried at cost, less any
recognized impairment loss. Cost includes professional fees and, for qualifying assets, borrowing costs capitalized in
accordance with the Group’s accounting policy. Such properties are classified to the appropriate categories of property,
plant and equipment when completed and ready for intended use. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for their intended use.

Property and equipment (except freehold land and building under construction) are depreciated over its useful lives using
the straight line method.
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