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INDEPENDENT AUDITOR’S REPORT

TO: THE SHAREHOLDERS OF
OSOOL & BAKHEET INVESTMENT COMPANY
(A Saudi closed Joint Stock Company)

QOpinion

We have audited the accompanying financial statements of OSOOL & BAKHEET INVESTMENT
COMPANY (the "Company"), which comprise the statement of financial position as at 31 December 2020, and
the statements of profit or loss, and comprehensive income, changes in shareholders' equity and cash flows for the
year then ended, and notes to the financial statements, including a summary of significant accounting policies.

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

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”) that are endorsed in the
Kingdom of Saudi Arabia., Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the financial statements section of our report. We are independent of the
Company 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 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.

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

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

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
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INDEPENDENT AUDITOR’S REPORT (continued)
OSOOL & BAKHEET INVESTMENT COMPANY
(A Saudi closed Joint Stock Company)

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

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

TO: THE SHAREHOLDERS OF
OSOOL & BAKHEET INVESTMENT COMPANY
(A Saudi closed Joint Stock Company)

Opinion

We have audited the accompanying financial statements of OSOOL & BAKHEET INVESTMENT
COMPANY (the "Company'), which comprise the statement of financial position as at 31 December 2020, and
the statements of profit or loss, and comprehensive income, changes in shareholders' equity and cash flows for the
year then ended, and notes to the financial statements, including a summary of significant accounting policies.

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

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”) that are endorsed in the
Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the financial statements section of our report. We are independent of the
Company 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 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.

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

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

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

Audit, Tax & consultants

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



. Crowe

INDEPENDENT AUDITOR’S REPORT (continued)
OSOOL & BAKHEET INVESTMENT COMPANY
(A Saudi closed Joint Stock Company)

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

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

AlAzem, AlSudairy, AlShaikh & Partners
Certified Public Accountants

Abdullah M. AlAzem
License No, 335

17 Shaban 1442H (30 March 2021)
Riyadh, Kingdom of Saudi Arabia



OSOOL & BAKHEET INVESTMENT COMPANY
(A Saudi Closed Joint Stock Company)

Statement of financial position

As at 31 December 2020

(SAUDI RIYALS)

Assets

Current assets

Cash and cash equivalents

Investments in funds & Securities at fair value through profit or
loss

Accounts receivable

Due from related parties

Prepaid expense and other debit balances

Clients lending

Total current assets

Non-current assets

Investment at fair value through other comprehensive income
Investment in unconsolidated subsidiary

Property and equipment, net

Intangible assets, net

Right of use asset, net

Investments in property

Total non-current assets

Total assets

Liabilities & Shareholder’s Equity
Liabilities

Current liabilities

Accrued expenses and other credit balances
Lease liability — current portion

Due to related parties

Zakat provision

Total current liabilities

Non-current liabilities

Lease liability- non current portion
Employees' defined benefits liabilities
Total non-current liabilities

Total liabilities

Shareholder’s equity

Share capital

Statutory reserve

Fair value reverse

Retained earnings

Total Shareholder’s equity

Total Liabilities & Shareholder’s equity

31 December

31 December

Note 2020 2019
5 17,283,424 9,340,602
6 20,024,462 12,041,373
7 2,393,517 1,079,321
10 5,805,196 8,645,400
8 971,238 1,521,263
9 400,750 10,260,750

46,878,587 42,888,709

1 104,264 87,455
12 10,000 ;

13 869,111 703,387

14 1,822,617 1,739,971

15 1,577,178 2,316,531

16 27,000,000 27,000,000

31,383,170 31,847,344

78,261,757 74,736,053

17 1,102,040 1,212,691

15 766,978 734,341

10 311,000 252,000

18 2,835,353 2,726,618

5,015,371 4,925,650

15 716,254 1,468,991

19 3,076,513 2,580,166

3,792,767 4,049,157

8,808,138 8,974,807

21 60,000,000 60,000,000

22 3,672,906 3,302,863

(20,477) (37,286)

5,801,190 2,495,669

69,453,619 65,761,246

78,261,757 74,736,053

The accompanying notes from (1) to (31) forms an integral part of these financial statements
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OS00L & BAKHEET INVESTMENT COMPANY

(A Saudi Closed Joint Stock Company)
Statement of profit and loss

FOR THE YEAR ENDED 31 DECEMBER 2020
(SAUDI RIYALS)

Note 2020 2019
Revenues
Portfolio Management fees 1,798,160 2,008,993
Fund Management fees 5,716,483 5,966,039
Custody fees 751,631 654,490
Brokerage revenues, net 1,212,867 579,047
Revenues of special commissions 17,461 270,214
Revenue from Murabaha loans 495,648 277,154
Unrealized gains from investments in funds & Securities 3,735,238 1,098,994
Cash dividends received 362,601 491,345
Realized gains from investments in funds & securities 1,955,704 908,695
Dealing fees 561,368 220,000
Total revenues 16,607,161 12,474,971
Operation expenses
Depreciation and amortization (861,675) (520,534)
Administrative and general expenses 23 (13,732,167) (14,452,400)
Profit / (loss) from main activities 2,013,319 (2,497,963)
Results from other activities:
Financing expenses (112,920) (63,010)
Other Income 24 2,984,286 6,614,640
Net income for the year before zakat
provision 4,884,685 4,053,667
Zakat provision 18 (1,184,256) (1,226,298)
Net profit for the year 3,700,429 2,827,369
Profit / (Loss) per share:
From main activities 0.34 (0.42)
From net profit for the year 0.62 0.47

The accompanying notes from (1) to (31) forms an integral part of these financial statements
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OSOOL & BAKHEET INVESTMENT COMPANY

(A Saudi Closed Joint Stock Company)
Statement of other comprehensive income

FOR THE YEAR ENDED 31 DECEMBER 2020
(SAUDI RIYALS)

Note 2020 2019
Net profit for the year 3,700,429 2,827,369
Other comprehensive loss that will not be reclassified to profit
or loss in subsequent periods:
Fair value reserve 11 16,809 10,502
Loss from re-measurement of defined employee benefit 19 (24,865)
obligations ’ (32,954)
Total other comprehensive loss for the year (8,056) (22,452)
Total comprehensive income for the year 3,692,373 2,804,917

The accompanying notes from (1) to (31) forms an integral part of these financial statements
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OSOOL & BAKHEET INVESTMENT COMPANY
(A Saudi Closed Joint Stock Company)

Statement of Changes in Shareholder’s Equity

For The Year Ended 31 December 2020

(SAUDIRIYALS)

As at January 1, 2019

Net profit for the year

Other comprehensive loss
Total comprehensive income
Dividend

Transferred to statutory reserve
As at December 31,2019

As at January 1, 2020

Net profit for the year

Other comprehensive loss
Total comprehensive income
Transferred to statutory reserve
As at December 31, 2020

Fair Total
Share Statutory Retained value Shareholder’s
Capital Reserve Earnings reserve Equity
60,000,000 3,020,126 5,983,991 (47,788) 68,956,329
- - 2,827,369 - 2,827,369
- - (32,954) 10,502 (22,452)
- - 2,794,415 10,502 2,804,917
- - (6,000,000) - (6,000,000)
- 282,737 (282,737) - -
60,000,000 3,302,863 2,495,669 (37,286) 65,761,246
60,000,000 3,302,863 2,495,669 (37,286) 65,761,246
2 = 3,700,429 = 3,700,429
- - (24,865) 16,809 (8,056)
- - 3,675,564 16,809 3,692,373
- 370,043 (370,043) - -
60,000,000 3,672,906 5,801,190 (20,477) 69,453,619

The accompanying notes from (1) to (31) forms an integral part of these financial statements




OSOOL & BAKHEET INVESTMENT COMPANY
(A Saudi Closed Joint Stock Company)

Statement of Cash Flows

AS AT 31 December 2020

(SAUDI RIYALS)

Cash Flows from Operating Activities:

Profit for the year before zakat

Adjustments to reconcile profit before zakat to net cash flows:
Depreciation of property, equipment

Amortization of intangible assets

Gain from sale property and equipment

Realized gain from sale investments in securities & fund at fair value
through profit or loss

Unrealized gain from investments in securities & fund at fair value through
profit or loss

Depreciation of right of use assets
Provision for employees' defined benefits liabilities

Operating profit before change in working capital

Changes in working capital

Accounts receivable

Clients lending

Due from related parties

Prepaid expenses and other debit balances
Accrued expenses and other credit balances
Due to related parties

End of service benefits paid

Zakat paid

Net cash from / (used in) operating activities

Cash Flow from Investing Activities:

Purchase of investments in securities & fund at fair value through profit or
loss
Acquisition on unconsolidated subsidiary

Purchases property and equipment
Purchases intangible assets

Proceeds from sale of investments in securities and funds at fair value
through the statement of profit or loss
Proceeds from sale property and equipment

Net cash used in investing activities

Cash flows from Financing Activities:

Dividends paid
Lease liability paid
Net cash used in financing activities

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

Cash and Cash Equivalents at End of the year

Non-cash items
Charge for the cost of an intangible asset from employee benefit obligations

2020 2019
4,884,685 4,053,667
343,172 216,310
518,503 304,224
(1,549) :
(1,955,704) (908,695)
(3,735,238) (1,098,994)
739,353 739,353
449,017 427,651
1,242,239 3,733,516
(1,526,539) 2,497,299
9,860,000 (2,007,676)
2,840,204 (6,871,421)
762,368 74,168
(110,651) (139,124)
59,000 (146,000)
(28,070) (36,545)
(1,075,521) (1,275,409)
12,023,030 (4,171,192)
(33,863,578) (7,888,600)
(10,000) -
(521,082) (347,332)
(550,614) (844,546)
31,571,431 5,532,365
13,735 ’
(3,360,108) (3,548,113)
; (6,000,000)
(720,100) (852,552)
(720,100) (6,852,552)
7,942,822 (14,571,857)
9,340,602 23,912,459
17,283,424 9,340,602
50,535 41,198

The accompanying notes from (1) to (31) forms an integral part of these financial statements




Osool & Bakheet Investment Company
(A Saudi Closed Joint Stock Company)
Notes to the Financial Statements

For The Year Ended 31 December 2020
(SAUDI RIYALS)

1- Corporate information:

Osool & Bakheet Investment Company — Saudi Closed Joint Stock Company (referred to hereinafter as the "The
Company") was established under the commercial registration No. 1010219805 issued in Riyadh on 02/05/1427H.

The activity of the company includes acting as principal and agent, managing investment funds, managing
portfolios of clients and custody in securities business pursuant to the approval of the Capital Market Authority
under license No. 07/08126 on 23/01/1435 H.

Fund manager’s investments in funds:
The company is fund manager of some investment funds, whose amounts as of 31 December are as follows:

2020 2019
Osool & Bakheet Saudi Trading Equity Fund 16,971,882.41 16,209,582
Osool & Bakheet IPO Fund 28,199,367.23 112,054,269
Osool & Bakheet [PO Trading Funds Sharia 947.804.36 1,062,870
Osool & Bakheet Parallel market Funds 16,603,018.32 3,122,863
Almalga Hills Compound Fund 100,506,837 102,098,389
ALMA'ATHAR REIT Fund 587,272,672 594,819,654

Basis of preparation:

2-1) Statement of Compliance

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

2-2) Preparation Financial Statements

These financial statements have been prepared on the historical cost basis except for specific employee benefit
obligations that are recognized at the present value of future liabilities using the planned credit unit method and
investments in the profit or loss statement and other comprehensive income statement which are recognized at fair
value.

2-3) Functional and presentation currency

The financial statements are presented in Saudi Riyals, which is the functional and presentation currency of the
company.




Osool & Bakheet Investment Company
(A Saudi Closed Joint Stock Company)
Notes to the Financial Statements

For The Year Ended 31 December 2020
(SAUDI RIYALS)

2- Basis of preparation (Continued):

2-4) Use of judgments, estimates, and assumptions

The preparation of financial statements in accordance with the International Financial Reporting Standards
requires the management to make judgments, estimates and assumptions that affect the application of the policies
and amounts listed for assets, liabilities, income and expenses. Actual results may differ from these estimates.

In particular, information about significant matters regarding the estimation of uncertainties in the application of
accounting policies that have a significant impact on the amounts recognized in the financial statements are

summarized as follows:

- Management periodically reassesses the useful lives of the tangible and intangible assets based on the general
condition of these assets and the management's expectations for their future useful lives.

- The estimated useful life of the intangible assets of the concession to provide services is from the period when the
company becomes able to impose fees on the public in exchange for the use of infrastructure to the end of the

concession period.

-The management reviews cases against the company on an ongoing basis, based on a legal study prepared by the
company's legal advisors, which shows the potential risks that the company may assume in the future as a result

of these issues.

-The management estimates the recoverable amount of the financial assets to determine whether there has been any
impairment in their value.

- The management determines the cost of the end of service benefits plans and the present value of the end of
service benefits obligations using actuarial valuations. Actuarial valuations include making various assumptions
that may differ from actual future developments and include determining a discount rate, future salary increases,
death rates and future increases in pension. Given the difficulty and evaluation of the underlying assumptions and
its long-term nature, the defined benefit obligation is vulnerable to changes in these assumptions. These
assumptions are reviewed at each reporting date.

- Allocations depend, depending on their nature, on estimates and assessments to ensure whether evidence controls
are met, including an estimate of the amounts likely to be paid. Provisions relating to unconfirmed liabilities
include management's best estimates of whether outgoing cash flows are likely to occur.

- The management estimates the Zakat expense according to the laws and regulations in force in the Kingdom of
Saudi Arabia.

The applied estimates and assumptions are reviewed constantly, and changes in accounting estimates are
recognized in the period in which the estimates are changed and in the coming years that are affected by that

change.




Osool & Bakheet Investment Company
(A Saudi Closed Joint Stock Company)
Notes to the Financial Statements

For The Year Ended 31 December 2020
(SAUDI RIYALS)

2- Basis of preparation (Continued):

2-5) Fair Value Measurement

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

¢  Inthe principal market for the asset or liability; or

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

The principal or the most advantageous market must be accessible by the company.

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

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

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

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

e Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable;

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

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

For the purpose of fair value disclosures, The Company has determined classes of assets and liabilities on the basis
of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy, as explained
above.

3- Summery for Significant Accounting Polices:
Investment in subsidiaries

Subsidiaries are those companies, which are controlled by the Company and have an effective influence. Effective
influence is the ability of the company to make financial and operational decisions for the investee company.

Significant subsidiaries are consolidated in the financial statements, if any. However, immaterial subsidiaries are
not consolidated and are kept at initial investment (Note 12).
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Osool & Bakheet Investment Company
(A Saudi Closed Joint Stock Company)
Notes to the Financial Statements

For The Year Ended 31 December 2020
(SAUDI RIYALS)

3- Summery for Significant Accounting Polices: (continued)

1

Revenue

Revenue is measured based on the consideration specified in a contract with customer and excludes amount
collected on behalf of third parties.

The Company recognizes revenue when it transfers control over a product or service to a customer. The principles
in IFRS 15 are applied using the following five steps:

Step 1: The Company accounts for a contract with a customer when:
- The contract has been approved and the parties are committed;

- Each party’s rights are identified;

- Payment terms are defined;

- The contract has commercial substance; and Collection is probable.

Step 2: The Company identify all promised goods or services in a contract and determines whether to account for

each promised good or service as a separate performance obligation. A good or service is distinct and is separated

from other obligations in the contract if both:

e The customer can benefit from the good or service separately or together with other resources that are readily
available to the customer; and

e The good or service is separately identifiable from the other goods or services in the contract.

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

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

Step 5: Revenue is recognized when control of the goods or services is transferred to the customer. The Company
transfers a good or service when the customer obtains control of that good or service. A customer obtains control
of a good or service if it has the ability to direct the use of and receive the benefit from the good or service.

Revenue is measured at the fair value of the consideration received or receivable, taking into account contractually
defined terms of payment and excluding taxes or duty. The Company has concluded that it is the principal in all of
its revenue arrangements, has pricing latitude, and is also exposed to inventory and credit risks.

Revenue Recognition

The revenue from stock brokerage service is recorded in the period where they are realized.

The revenue of services rendered to clients, such as the internet services and consulting services, is recognized
when these services are provided.

The revenue from bank commissions on deposits at banks is recorded by calculating the term of such deposits on
accrual basis.

As for Murabaha revenue, they are realized according to the terms and conditions of the contracts concluded with
clients on the basis of Murabaha amounts and term.

The revenue from portfolio and funds management fees is recorded at the date of realization according to the
agreements concluded with the owners of those portfolios. The revenue resulting from consulting and financial
information fees are recorded upon completion.

The fees related to portfolio positive performance are calculated at the end of each calendar quarter, and the
company sends an invoice to the client according to the contract concluded with each client where the value of
portfolio positive performance is determined
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Osool & Bakheet Investment Company
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Notes to the Financial Statements

For The Year Ended 31 December 2020
(SAUDI RIYALS)

3- Summery for Significant Accounting Polices: (continued)

Financial Instruments

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

At initial recognition, the Company recognizes a financial instrument at its fair value plus or minus, in the case of
a financial instrument not at fair value through profit or loss, transaction costs that are directly attributable to the
acquisition or issue of the financial instrument.

Financial assets

IFRS 9 requires all financial assets to be classified and subsequently measured at either amortized cost or fair
value. The classification depends on the business model for managing the financial asset and the contractual cash
flow characteristics of financial asset, determined at the time of initial recognition.

Financial assets are classified into the following specified categories under IFRS 9:

* Debt instruments at amortized cost;

* Debt instruments at fair value through other comprehensive income (FVOCI), with gains or losses recycled
to profit or loss on derecognition;

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

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

Financial assets classified as amortized cost
Debt instruments that meet the following conditions are subsequently measured at amortized cost less impairment
loss (except for debt investments that are designated as at fair value through profit or loss on initial recognition):

o The asset is held within a business model whose objective is to hold assets in order to collect contractual

cash flows; and
e The contractual terms of the instrument give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

If a financial asset does not meet both of these conditions, it is measured at fair value.

The Company makes an assessment of a business model at portfolio level as this best reflects the way the business
is managed and information is provided to management. In making an assessment of whether an asset is held
within a business model whose objective is to hold assets in order to collect -contractual

cash flows, the Company considers:
e Management’s stated policies and objectives for the portfolio and the operation of those policies in practice;

e The risks that affect the performance of the business model (and the financial assets held within that business
model) and, in particular, the way those risks are managed;

e How management evaluates the performance of the portfolio;

o Whether the management’s strategy focus on earning contractual commission income;

o The degree of frequency of any expected asset sales;

e The reason for any asset sales; and

12
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Notes to the Financial Statements
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(SAUDI RIYALS)

3- Summery for Significant Accounting Polices: (continued)

Financial Instruments (continued)
Financial assets classified as amortized cost (continued)

o Whether assets that are sold are held for an extended period of time relative to their contractual maturity or
are sold shortly after acquisition or an extended time before maturity.

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

Income is recognized on an effective interest basis for debt instruments measured subsequently at amortized cost.
Interest is recognized in profit or loss statement.

Debt instruments that are subsequently measured at amortized cost are subject to impairment.

Financial assets designated as FVOCI with recycling
Debt instruments that meet the following conditions are subsequently measured at FVOCI:

o The financial asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling the financial assets; and

» The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding,.

For debt financial instruments measured at FVOCI, commission income and impairment losses or reversals are
recognized in profit or loss statement and computed in the same manner as for financial assets measured at
amortized cost. All other changes in the carrying amount of these instruments are recognized in the statement of
comprehensive income and accumulated under the investment revaluation reserve. When these instruments are
derecognized, the cumulative gains or losses previously recognized in other comprehensive income are
reclassified to the statement of profit or loss.

Financial assets classified as FVPL

Investments in equity instruments are classified as at FVPL, unless the Company designates an investment that is
not held for trading as at FVOCI on initial recognition.

Debt instruments that do not meet the amortized cost of FVOCI criteria are measured at FVPL. In addition, debt
instruments that meet the amortized cost criteria but are designated as at FVPL to avoid accounting mismatch are
measured at fair value through profit or loss. A debt instrument may be designated as at FVPL upon initial
recognition if such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would arise from measuring assets or liabilities or recognizing the gains and losses on them on different bases.
The Company has not designated any debt instrument as FVPL.

Debt instruments are reclassified from amortized cost to FVPL when the business model is changed such that the
amortized cost criteria are no longer met. Reclassification of debt instruments that are designated as at FVPL on
initial recognition is not allowed.

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

Commission income on debt instruments as at FVPL is included in the statement of profit or loss.
Dividend income on investments in equity instruments at FVPL is recognized in statement of profit or loss when

the Company’s right to receive the dividends is established in accordance with IFRS 15 Revenue from Contracts
with Customers.
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3- Summery for Significant Accounting Polices: (continued)

Financial Instruments (continued)

Investment in equity instruments designated as FVOCI

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

A financial asset or financial liability is held for trading if:

o It is acquired or incurred principally for the purpose of selling or repurchasing it in the near term;
o On initial recognition it is part of a portfolio of identified financial instruments that are managed together
and for which there is evidence of a recent actual pattern of short-term profit-taking; or

o [t is a derivative (except for a derivative that is a financial guarantee contract or a designated and
effective hedging instrument).

Investments in equity instruments at FVOCI are initially measured at fair value plus transaction costs.
Subsequently, they are measured at fair value with gains and losses arising from changes in fair value recognized
in other comprehensive income and accumulated in other reserves. Gain and losses on such equity instruments are
never reclassified to statement of profit or loss and no impairment is recognized in statement of profit or loss.
Investment in unquoted equity instruments which were previously accounted for at cost in accordance with 1AS
39, are now measured at fair value. The cumulative gain or loss will not be reclassified to statement of profit or
loss on disposal of the investments.

Dividends on these investments are recognized in statement of profit or loss when the Company’s right to receive
the dividends is established in accordance with IFRS 15 Revenue from Contracts with Customers, unless the
dividends clearly represent a recovery of part of the cost of the investment.

Investment revaluation reserve includes the cumulative net change in fair value of equity investment measured at
FVOCI. When such equity instruments are derecognized, the related cumulative amount in the fair value reserve is
transferred to retained earnings.

Derivatives instruments

Derivatives are initially recognized at fair value on the date a derivative contract is entered into and are
subsequently re-measured to their fair value at the end of each reporting period. The accounting for
subsequent changes in fair value depends on whether the derivative is designated as a hedging
instrument, and if so, the nature of the item hedged. The Company did not designate any derivatives as
hedge and accordingly all subsequent changes in fair value is recognized in the statement of profit or
loss.

Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses (ECL) on debt instruments that are measured
at amortized cost or at FVOCI such as trade receivables, loan commitments and financial guarantee contracts, if
any.

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

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

For all other financial instruments, the Company applies the general approach to calculate impairment. Lifetime
ECL is recognized when there has been a significant increase in credit risk since initial recognition and 12 month
ECL is recognized the credit risk on the financial instrument has not increased significantly since initial
recognition. The assessment of whether credit risk of the financial instrument has increased significantly since
initial recognition is made through considering the change in risk of default occurring over the remaining life of
the financial instrument.
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3- Summery for Significant Accounting Polices: (continued)
Financial Instruments (continued)
Measuring and estimating expected credit losses

The measurement of expected credit losses is a function of the probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability of default
is based on historical data adjusted by forward-looking information as described above. As for the exposure at
default for financial assets, this is represented by the assets” gross carrying amount at the reporting date. Exposure
at default for off balance sheet items is arrived at by applying a credit conversion factor to the undrawn portion of
the exposure.

Where lifetime ECL is measured on a collective basis to cater for cases where evidence of significant increases in
credit risk at the individual instrument level may not yet be available, the financial instruments are companyed on
the following basis:

e Nature of financial instruments (i.e. the Company’s trade and other receivables, finance lease receivables and
amounts due from customers are each assessed as a separate company. Loans to related parties are assessed
for expected credit losses on an individual basis);

o Past-due status;
e Nature, size and industry of debtors; and
e External credit ratings where available.

The Company recognizes an impairment gain or loss in the statement of profit or loss for all financial instruments
with a corresponding adjustment to their carrying amount through a loss allowance account, except for
investments in debt instruments that are measured at FVOCI, for which the loss allowance is recognized in other
comprehensive income and accumulated in the investment revaluation reserve, and does not reduce the carrying
amount of the financial asset in the statement of financial position.

Derecognition of financial assets

The Company derecognizes a financial asset only when the contractual rights to the cash flows from the asset
expire; or it transfers the financial asset or substantially all the risk and rewards of ownership to another entity. If
the Company neither transfer nor retains substantially all the risks and reward of ownership and continues to
control the transferred asset, the Company recognizes its retained interest in the asset and associated liability for
amounts it may have to pay. If the Company retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Company continues to recognize the financial asset and also recognizes a
collateralized borrowing for the proceeds received.

Financial liabilities

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

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

The liability credit reserve includes the cumulative changes in the fair value of the financial liabilities designated
as at fair value through profit or loss that are attributable to changes in the credit risk of these liabilities and which
would not create or enlarge accounting mismatch in statement of profit or loss. Amount presented in liability
credit reserve are not subsequently transferred to statement of profit or loss. When such investments are
derecognized, the related cumulative amount in the liability credit reserve is transferred to retained earnings. Since
the date of initial application of IFRS 9 (i.e. 1 January 2018), the Company has also not designated any financial
liability as at FVPL.

Derecognition of financial liabilities

The Company derecognizes financial liabilities when, and only when, the Company’s obligations are discharged,
cancelled or they expire.
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3- Summery for Significant Accounting Polices: (continued)

Cash and Cash Equivalents:

Cash and Cash equivalents comprise cash in hand, cash at banks and short term deposits with original maturities
of three months or less that is Available for the company without any restricted after deducted the bank overdraft
(if any).

Zakat

Zakat is provided and recognized in the income statement for each financial period separately in accordance with
the Saudi Arabian Department of Zakat and Income Tax (DZIT) regulations. Variances between the Zakat
provision and final assessment of DZIT are charged to the profit or loss statement in the period when the final
Zakat assessment is received.

Property and equipment

Recognition and measurement

Items of property and equipment are measured at cost less accumulated depreciation and impairment losses. Cost
includes expenditures that are directly attributable to the acquisition of the asset, and any other costs directly
attributable to bringing the asset to a working condition for its intended use. Purchased software that is integral to
the functionality of the related equipment is capitalized as part of that equipment. When parts of an item of
property and equipment have different useful lives, they are accounted for as items (major components) of
property 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 and are recognized net
within “other expense” in the statement of profit or loss.

Construction work in progress is stated at cost, less impairment losses, if any.. This cost includes the cost of
replacing part of the property, plant and equipment and borrowing costs related to long-term construction projects
if the proof of criteria is met. And if it is required to replace important parts of property, plant and equipment in
stages, the company consumes these parts independently over their productive lives. Conversely, when a major
examination is performed, its cost is recognized in the carrying amount of the property, plant and equipment as a
replacement, if the recognition criteria are met. All other repair and maintenance costs are recognized in the
statement of profit or loss when incurred. The present value of the expected cost of removing a post-use asset is
included in the cost of the underlying asset in the event that the recognition criteria relating to the recognition of
the allowance are met.

Subsequent costs

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

Depreciation

Items of property and equipment are depreciated on a straight-line basis in statement of income over the estimated
useful lives of each component. Land is not depreciated. Items of property and equipment are depreciated from the
date that they are installed and are ready for use, or in respect of internally constructed assets, from the date that
the asset is completed and ready for use.

Leasehold improvements are amortized over the shorter of the estimated useful life or term of the lease whichever

is shorter.
The depreciations rate of property and equipment for the current and previous year are as follows:
Equipment 20%
Furniture & Fixture 15%
Vehicles 25%
Computers 33%
Telecommunication devices 25%

Depreciation methods, useful lives and residual values are reassessed at each reporting date.
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Provisions

Provisions are recognized when; the Company has a present legal or constructive obligation as a result of a past
event; it is probable that an outflow of resources will be required to settle the obligation; and the amount can be
reliably estimated. Where there are a number of similar obligations, the likelihood that an outflow will be required
in settlement is determined by considering the class of obligations as a whole. A provision is recognized even if
the likelihood of an outflow with respect to any one item included in the same class of obligations may be small. If
the effect of the time value of money are material, provisions are discounted using a current pre-tax rate that
reflects current market assessments of the time value of money and the risks specific to the liability.

Investment properties

Originally, investment properties are measured at cost. The fair value is determined based on an annual evaluation
by an accredited and independent external evaluator by applying the evaluation method recommended by the
Standards Committee of the International Evaluation Standards Board.

Real estate investments are held to obtain rents, increase their value, or both, instead of selling them in the context
of regular business, uses in production, or for administrative purposes. These properties are not used to generate
sales revenue through normal business operations. Initial recognition of real estate investments is carried at cost
and the cost model is used to measure after evidence (posterior measurement).

The recognition of real estate investments is cancelled in the event of sale or dispensation when it is transferred or
transferred to development property. Any gain or loss resulting from the derecognition of the property is
recognized immediately in the statement of profit or loss.

Gains or losses from the sale or disposal of investment properties that represent the difference between the net
proceeds from the sale and the carrying amount are included in the statement of profit or loss in the period in
which the sale / disposal is made, except for those relating to sale and lease arrangements.

Intangible assets

Intangible assets acquired separately are measured at cost at initial recognition. After the initial recognition, the
intangible assets are carried at cost less any accumulated amortization and accumulated impairment losses.
Internally generated intangible assets are not capitalized, except for capitalized development costs, and the related
expenses are reflected in the statement of profit or loss in the period in which those expenses are incurred.

The useful lives of intangible assets are subject to evaluation and are classified as either determinable or
indefinite.

Intangible assets with finite useful lives are amortized over the economic useful life and evaluated for impairment,
when there is any evidence that the intangible asset may be impaired. The amortization period and the
amortization method for intangible assets with finite useful lives are reviewed at least at the end of each reporting
period. The changes in the expected useful life or the expected pattern of consumption of future economic benefits
originally included for adjusting the amortization period or method are taken into account, as the case may be, and
are considered as changes in accounting estimates. The amortization expense on intangible assets with finite lives
is recognized in the income statement within the expense category consistent with the function of the intangible
assets.

Gains or losses arising from the disposal of the intangible asset are measured by the difference between the net
disposal proceeds and the carrying amount of the asset and are included in the statement of profit or loss upon
disposal of the asset.

Research costs are recognized as an expense as incurred.
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