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National Biscuit Industries Ltd. SAOG

5) Employment Contract

Company enters into formal Contract of Employment with each employee and such contracts are
in compliance with the regulation of Ministry of Manpower and Omani Labor Law.

VI) DISCLOSURE POLICIES

A formal policy document covering systems, procedures and responsibilities has been made and
approved by the Board in October 2020.

VII) SHAREHOLDERS
1) Communication to shareholders and investors

The Company has its own web site, www.nationalbiscuits.com.om, where information relating to
the company is posted. Communication to shareholders and investors is regularly posted / updated
on the MSM web site

The Company has its own web site, www.nationalbiscuits.com.om, where information relating to
the company is posted. Communication to shareholders and investors is regularly posted / updated
on the MSX web site.

The quarterly, half-yearly and annual results of the company are published in leading Arabic and
English newspapers in the Sultanate of Oman.

In accordance with Decision No. E/109/2022 issued on 17th July, 2022 on Rules for interaction
between Public Joint stock companies, the media, Investors and Analyst, the company held its
mvestor relations session where it presented to the investor community the unaudited financial
results for the period ended 31st December, 2022 outlining its key strategic and business
performance highlights, as well as key points discussing the company’s goals and values.

2) Distribution of Shareholding
The shareholding pattern as on 31st March 2023 was:

Number of Shares

Above 100,000 (10%) 2 “ 841,563 | 84.156
50,000 (5%) to 99,999 1 52,999 5.300
10,000 (1%) to 49,999 3 60,196 6.020
Below 10,000 69 45,242 4.524
GRAND TOTAL 75 1,000,000 100.000
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Naiil National Biscuit Industries Ltd. SAOG

VIII) PROFESSIONAL PROFILE OF THE STATUTORY AUDITOR

Moore Stephens LLC, Oman is part of the Moore Global network, which is regarded as one of the
world’s major accounting and consulting networks, with its headquarters in London, consisting
of more than 233 independent firms with 502 offices and more than 30,000 people across 114
countries.

The Oman office commenced practice in the Sultanate of Oman in 1988. Over the years, the
practice has developed considerably and now services a number of clients, including major
listed companies, Groups, government organisations and Ministries providing either audit, tax
or management consultancy services. The local staff strength is around 65, most of whom are
qualified Chartered Accountants, internal auditors and information systems auditors.

The total Audit fees including tax Compliance services for the financial year 2022-23 (9 Months)
to the statutory auditors is RO 4,000/- excluding VAT.

IX) THE INTERNAL AUDITOR

The Board of the Directors has reviewed the proposal of various Audit Firms appraised by the
Audit Committee and outsourced the work of Internal Audit for the period with a detailed Audit
plan to M/s Abu Timam chartered certified accountants.

X) MARKET PRICE DATA

A tabular comparison of monthly high-low traded prices of the Company’s share versus the
monthly closing MSM index for the industrial Sector is presented below.

Jul 22 - 3.900 3.900 5707.466

i Aug 22 _ 3.900 3.900 6518.976
_ Sep 22 3.510 _ 3.510 6219.252_
Oct 22 é.5-10 | 3.510 _ 5886.247

Nov 25 3.510 3;10 6030.035

Dec 22 3.510 - 3.510 _6427.359

Jan 23 | 3.510 3.510 _ 5855.013

Feb 23 3.510 “ 3.510 5942;7-5

- Mar 23 3.510 3.510 “ 6070.808

XI) DETAILS OF NON-COMPLIANCE

The Company has complied in all aspects with the regulations of CMA / MSM and there are
no penalties or warning imposed on the Company on any matters by the relevant Authorities
during the year ended 31st March 2023.
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National Biscuit Industries Ltd. SAOG Naiil

XIT) COMPLIANCE WITH INTERNAL CONTROLSYSTEMS AND THEIR ADEQUACY

The company has been constantly monitoring and upgrading its internal controls procedures and
systems in compliance with the local laws and regulations. As part of this process, the internal
controls, procedures, manuals and guidelines as recommended by the Capital Market Authority
have been implemented since 2003 as amended from time to time. The Board through a process
of internal audits, audit committees’ regular involvement in the review process, has reviewed the
internal controls and procedures adopted by the company.

XIII) ANY OTHER ASPECTS
Board of Directors Acknowledge that:

1. The internal control systems are regularly reviewed and comply with internal rules and
regulations.
2. The Board of Directors are responsible to ensure that the financial statements have been

prepared in accordance with International Financial Reporting Standards issued by the
International Accounting Standards Board (IASB),interpretations issued by the International
Financial Reporting interpretations Committee (IFRIC) and the requirements of the
Commercial Companies Law of the Sultanate of Oman 1974 (as amended) and the rules for
disclosure requirements prescribed by the Capital Market Authority

3. The financial year ending of the company has been changed from 30th June to 31st March
from this year. Accordingly the current financial year is for the period of 9 months (i.e. 1st
July 2022 to 31st March 2023)

There are no material events affecting the continuation of Company and its ability to continue
its operations during the next financial year.

1

C‘;—‘?d

NOOH BIN MOHAMMED AL ZIDJALY MOOSA JUMA SATF AL HASNI
CHAIRMAN AUDIT COMMITTEE MEMBER
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
NATIONAL BISCUIT INDUSTRIES LIMITED SAOG

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of National Biscuit Industries Limited SAOG, set
out on pages 6 to 35, which comprise the statement of financial position as at 31 March 2023, and the
statement of comprehensive income, statement of changes in equity and statement of cash flows for the
nine months period then ended, and notes to the financial statements, including 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 March 2023 and its financial performance and its cash flows for the nine
months period then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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 International
Ethics Standards Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code),
together with the ethical requirements that are relevant to our audit of the Company's financial statements in
the Sultanate of Oman, and we have fulfilied our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Other Matter

The financial statements of the Company for the year ended 30 June 2022, were audited by another auditor
whose audit report dated 5 September 2022 expressed an unmodified opinion on the financiai statements.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of our audit of

the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

Page 1
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
NATIONAL BISCUIT INDUSTRIES LIMITED SAOG (Continued)

Key Audit Matters (Continued)

We have determined the matters described below to be the key audit matters to be communicated in our
report.

a) Allowance for expected credit losses (ECL) and impairment of trade receivables

b)

At the end of the reporting period, trade receivables amounted to RO 3.61 million (net of allowance for
ECL), which represented 25.4% of the total assets of the Company and is material to the Company's
financial position. Furthermore, the estimation of allowance for credit losses involves high degree of
estimation uncertainty. Accordingly, we have considered the estimation of allowance for ECL and
impairment of trade receivables as a key audit matter.

Our audit procedures in this regard included:

¢ Obtaining an understanding of the Company's process for estimating ECL and assessing the
appropriateness of the ECL methodology against the requirements of IFRS 9.
Testing the key controls established by the Management to ensure identification of impaired debts.
Obtaining the ageing analysis for receivables and testing, on a sample basis, its correctness.
For a sample of material trade receivables and past due debts, assessing the recoverability status
by considering subsequent receipts.

e Considering adequacy and appropriateness of related disclosures.

The disclosures regarding the allowance for ECL and impairment of trade receivables are set out in
notes 10 and 29 b) to the financial statements.

Provision for slow and non-moving inventories

At the end of the reporting period, inventories (net of provision for slow and non-moving inventories)
amounted to RO 2.54 million, which represented 17.8% of the total assets of the Company. The
Management estimates the provision for slow and non-moving inventories in accordance with the
Company’s provisioning policy. Since the inventories are material to the Company's financial position
and the provisioning estimates are subject to Management’s judgement, we have considered the
estimation of provision for slow and non-moving inventories as a key audit matter.

Our audit procedures in this regard included:

Testing the key controls established by the Management to identify inventory obsolescence.
Attendance at the inventory count to identify any slow and non-moving inventories.

* Reviewing the inventory ageing report and inventory ledgers for a selected sample of inventories to
identify any slow and non-moving inventories.

e Analytical review of the inventory turnover ratios.

¢ Assessing the reasonableness of management's estimate of provision for inventories and
challenging them.

The disclosure regarding the provision for inventories is set out in note 9 b) to the financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
NATIONAL BISCUIT INDUSTRIES LIMITED SAOG (Continued)

Other information

The Management and the Board of Directors are responsible for other information. The other information
comprises the Chairman's report, Management Discussion and Analysis report and Corporate Governance
Report. Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

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

When we read the annual report, if 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 the Board of Directors for the Financial Statements

The Management and the Board of Directors are responsible for the preparation and fair presentation of the
financial statements in accordance with IFRSs, the relevant requirements of the Commercial Companies
Law of the Sultanate of Oman, the disclosure requirements for public joint stock companies issued by the
Capital Market Authority and for such internal control as they determine 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 and the Board of Directors are 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 they either intend to liquidate the Company
or to cease operations, or have no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs 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.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
NATIONAL BISCUIT INDUSTRIES LIMITED SAOG {(Continued)

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

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

* Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive {o those risks, and aobtain 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 resuiting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal controi 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.

o FEvaluate 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.

» 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 scopé
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 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 shouid 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.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
NATIONAL BISCUIT INDUSTRIES LIMITED SAOG (Continued)

Report on the Regulatory Requirements
The financial statements also comply, in all material respects, with the relevant requirements of the
Commercial Companies Law of the Sultanate of Oman, and the disclosure requirements for public joint stock

companies issued by the Capital Market Authority.

The Engagement Partner on the audit resulting in this independent auditor’s report is Mr Prasad Inna.

4 June 2023 ) H O tig '
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National Biscuit Industries Ltd. SAOG

Statement of financial position

Nabal

ASSFETS
Non-current assets
Property, plant and equipment 5 6,607,914 5,868,942
Intangible assets 6 137,665 128,571
Right-of-use assets 7¢) 267,269 284,202
Total non-current assets B 7,012,848 6,281,715
Current assets
Wakala deposits - 755,260
Inventories 2,537,542 2,682,705
Trade and other receivables 10 4,271,532 3,452,662
Bank balances and cash 11 408,960 229,448
Total current assets 7,218,034 7,120,075
Total assets 14,230,882 13,401,790
EQUITY AND LIABILITIES
Equity
Share capital 12 1,000,000 1,000,000
Legal reserve 13 333,333 333,333
Retained earnings 6,184,073 6,241,263
Total equity N 7,517,406 7,574,596
Liabilities
Non-current liabilities
Non-current portion of lease liabilities 7€) 300,602 314,636
Employees’ end of service benefits 22 ¢) 443,090 417,771
~Deferred tax liability 24 88,948 45,909
Total non-current liabilities 832,640 778,316
Current liabilities
Current portion of lease liabilities 7€) 18,564 10,670
Trade and other payables 14 5,617,456 4,895,691
Bank borrowings 15 230,283 86,919
Taxation 24 14,533 55,598
Total current liabilities 5,880,836 5,048,878
Total liabilities 6,713,476 5,827,194
“Total equity and liabilities N 14,230,882 13,401,790
Net assets per share 26 7.517 7.575

These financial statements were approved by the Board of Directors on 4 June 2023 and were

signed on their behalf by:
7// | ,\'- Pd
S S i \
cﬂ& N\ ~
Chairman ‘><§ Director Chief Executive Officer

The attached notes 1 to 31 form part of these financial statements.
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National Biscuit Industries Ltd. SAOG

Statement of comprehensive income

(9 months) (12 months)
INCOME
Revenue from contracts with customers 17 11,742,543 11,832,010
Cost of sales 18 (10,385,876) (10,330,300)
Gross profit 1,356,667 1,501,710
Other income 19 49,017 130,648
1,405,684 1,632,358
EXPENSES
General and administration 20 537,472 673,708
Selling and distribution 21 587,678 649,620
Finance charges 23 40,393 34,569
1,165,543 1,357,897
Profit before taxation 240,141 274,461
Taxation 24 (47,331) (40,434)
Net profit z?nd total comprehensive income 192,810 234,027
for the period / year
Basic earnings per share 25 0.193 0.234

Note: The Company does not have any items of other comprehensive income.

The attached notes 1 to 31 form part of these financial statements.
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National Biscuit Industries Ltd. SAOG

Statement of changes in equity

Legal Retained
reserve earnings
RO RO
(note 12) (note 13)
At 30 June 2021 1,000,000 333,333 6,157,236 7,490,569
Net profit and total comprehensive
income for the year - -- 234,027 234,027
Dividend paid during the year -- -- (150,000) (150,000)
At 30 June 2022 1,000,000 333,333 6,241,263 7,574,596
At 30 June 2022 1,000,000 333,333 6,241,263 7,574,596
Net profit and total comprehensive
income for the period - - 192,810 192,810
Dividend paid during the period -- -~ (250,000) (250,000)
At 31 March 2023 1,000,000 333,333 6,184,073 7,517,406

The attached notes 1 to 31 form part of these financial statements.
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Statement of cash flows

CASH FLOWS FROM OPERATING ACTIVITIES

National Biscuit Industries Ltd. SAOG

Profit before taxation 240,141 274,461
Adjustments for:
Depreciation on property, plant and equipment 289,349 328,804
Depreciation on right-of-use assets 16,933 22,586
Amortisation of intangible assets 16,796 22,152
Profit on disposal of property, plant and equipment (3,822) (5,200)
Employees’ end of service benefits 38,910 56,276
Profit on Wakala deposits (20,385) (68,346)
Finance costs 40,393 34,569
Operating profit before working capital changes 618,315 665,302
Working capital changes:
Inventories 145,163 (651,472)
Trade and other receivables (818,870) (1,163,610)
Trade and other payables and refund liabilities 721,765 651,914
Net cash geﬁerated from / (used in) operations 666,373 (497,866)
Finance charges paid (25,114) (13,753)
Employees’ end of service benefits settled (13,591) (141,324)
Tax paid (45,357) (148,573)
Net cash generated from / (used in) operating activities 582,311 (801,516)
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property, plant and equipment (1,058,175) (1,229,877)
Additions to intangible assets (1,000) (1,972)
Proceeds from disposal of property, plant and equipment 8,786 5,200
Profit on wakala deposits 20,385 114,446
“Net movement in wakala deposits 755,260 1,985,000
Net cash (used in) / generated from investing activities (274,744) 872,797
CASH FLOWS FROM FINANCING ACTIVITIES
Lease payments (21,419) (28,560)
_Dividend paid (250,000) (150,000)
Net cash used in financing activities (271,419) (178,560)
Net increase / (decrease) in cash and cash equivalents
during the period / year 36,148 (107,279)
_ Cash and cash equivalents at the beginning of the period / year 143,419 250,698
Cash and cash equivalents at the end of the period / year 179,567 143,419
Cash and cash equivalents at the end of the period / year
comprise:
Bank balances and cash (note 11) 409,850 230,338
Bank borrowings (note 15) (230,283) (86,919)
179,567 143,419

The attached notes 1 to 31 form part of these financial statements.
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Notes to the financial statements

1 ACTIVITIES

National Biscuit Industries Limited SAOG (“the Company™) is a joint stock Company registered in the
Sultanate of Oman and is engaged in the manufacture and marketing of biscuits, wafers and snacks.
The Company is a subsidiary of Amfis Holding Limited (“the Parent Company”), which owns 55.24%
of the Company’s share capital.

At the Extraordinary General Meeting held on 21 November 2022, the Shareholders had resolved to
change the Company’s accounting year end from 30 June to 31 March. Accordingly, these financial
statements have been prepared for a period of nine months from 1 July 2022 to 31 March 2023 (note 31).

2 BASIS OF PREPARATION AND ADOPTION OF NEW AND AMENDED IFRS
2.1 Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) issued by the International Accounting Standards Board (IASB), interpretations
issued by the International Financial Reporting Interpretations Committee (IFRIC), the relevant
disclosure requirements of the Capital Market Authority and the requirements of the Commercial
Companies Law of the Sultanate of Oman. The financial statements are presented in Omani Rials.

2.2 New and amended IFRS adopted by the Company

The financial statements have been drawn up based on accounting standards, interpretations and
amendments effective at 1 July 2022. The Company has adopted the following significant new and
revised Standards and Interpretations issued by International Accounting Standards Board and the
International Financial Reporting Interpretations Committee, which were effective for the current
accounting period:

* Amendments to IAS 16 ‘Property, plant and equipment’ require an entity to recognise the sales
proceeds from selling items produced while preparing property, plant and equipment for its
intended use and the related costs in profit or loss, instead of deducting the amounts received from
the cost of the asset.

* Amendments to IAS 37 ‘Provisions, contingent liabilities and contingent assets’ specify the costs
that an entity includes when assessing whether a contract will be loss-making.

* Annual Improvements to IFRS Standards 2018-2020 amend:

- TAS 41 ‘Biological assets’ to remove the requirement to exclude cash flows from taxation when
measuring fair value, thereby aligning the fair value measurement requirements in IAS 41 with
those in other accounting standards;

- IFRS 1 ‘First time adoption of International Financial Reporting Standards’ to simplify the
application of IFRS 1 by a subsidiary that becomes a first-time adopter after its parent in relation
to the measurement of cumulative translation differences;

- IFRS 9 ‘Financial instruments’ to clarify the fees an entity includes when assessing whether the
terms of a new or modified financial liability are substantially different from the terms of the
original financial liability; and

- IFRS 16 ‘Leases’ illustrative example 13 to remove the illustration of payments from the lessor
relating to leasehold improvements.

The Management believes the adoption of the above amendments has not had any material impact
on the recognition, measurement, presentation and disclosure of items in the financial statements
for the current accounting period.
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National Biscuit Industries Ltd. SAOG

Notes to the financial statements

2 BASIS OF PREPARATION AND ADOPTION OF NEW AND AMENDED IFRS
(Continued)

2.3 New and amended IFRS which are in issue but not yet effective

At the end of the reporting period, the following significant new and revised standards were in issue
but not yet effective:

+ JFRS 17 ‘Insurance contracts’ establishes principles for the recognition, measurement, presentation
and disclosure of insurance contracts issued. It also requires similar principles to be applied to
reinsurance contracts held and investment contracts with discretionary participation features
issued. IFRS 17 is effective for annual periods commencing on or after 1 January 2023.

e Amendments to IAS 1 (classification of liabilities as current or non-current) clarify the requirements
for presentation of liabilities in the statement of financial position as current or non-current. The
amendments clarify that if a liability is subject to covenants, the Company may only classify a
liability as non-current if it meets the covenant tests as at the reporting date, even if the lender does
not test compliance until a later date. The meaning of settlement of a liability is also clarified.

The mandatory application date of this amendment has been deferred from 1 January 2023 to 1
January 2024.

« Amendments to IAS 1 ‘Presentation of financial statements’ require an entity to disclose its material
accounting policy information rather than its significant accounting policies. The amendments are
applicable for annual periods commencing on or after 1 January 2023.

«  Amendments to IAS 8 <Accounting policies, changes in accounting estimates and errors’ introduce
the definition of accounting estimates. The amendments also help entities distinguish changes in
accounting estimates from changes in accounting policies. The amendments are applicable for
annual periods commencing on or after 1 January 2023.

»  Amendments to IAS 12 ‘Income taxes’ narrow the scope of the recognition exemption so that it no
longer applies to transactions that, on initial recognition, give rise to equal taxable and deductible
temporary differences. The amendments are applicable for annual periods commencing on or after
1 January 2023.

» Amendmentsto IFRS 10 ‘Consolidated financial statements’ and IAS 28 ‘Investments in associates’
clarify the accounting treatment for sales or contribution of assets between an investor and its
associates or joint ventures. Where the non-monetary assets constitute a business, the investor will
recognise the full gain or loss on the sale or contribution of assets. Otherwise, the gain or loss 1s
recognised by the investor only to the extent of the other investor’s interests in the associate or
joint venture. The amendments have been deferred until TASB has finalised its research project on
the equity method.

« Amendments to [FRS 16 (Lease liability in a sale and leaseback) clarify how a seller-lessee
subsequently measures sale and leaseback transactions that satisfy the requirements in IFRS 15 to
be accounted for as a sale. The amendments are applicable for annual periods commencing on or
after 1 January 2024.

The Management believes the adoption of the above amendments is not likely to have any material
impact on the recognition, measurement, presentation and disclosure of items in the financial
statements for future periods.

3 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

In preparing the financial statements, the Management is required to make estimates and assumptions

which affect reported income and expenses, assets, liabilities and related disclosures. The use of

available information and application of judgement based on historical experience and other factors
arc inherent in the formation of estimates. Actual results in the future could differ from such estimates.
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Notes to the financial statements

3 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognised in the period in which the estimate is revised and in any future periods affected.

In particular, estimates that involve uncertainties and judgements which have significant effect on the

financial statements are as follows:

* Allowance for expected credit losses (ECLs)
The Company applies the IFRS 9 simplified approach to measuring ECL which uses a lifetime
expected loss allowance for trade receivables. To measure the ECL, trade receivables have been
grouped based on shared credit risk characteristics and the days past due. The expected loss rates
are based on the payment profiles of sales over a period of 3 years and the corresponding historical
credit losses experienced within this period.
The historical loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables. The Company
has identified the GDP growth, oil prices and inflation rates to be the most relevant factors, and
accordingly adjusts the historical loss rates based on expected changes in these factors.
At every reporting date, the default rates are updated and changes in the forward-looking estimates
are analysed. The assessment of the correlation between default rates, forecast economic conditions
and ECL require the use of estimates. The Company’s historical credit loss experience and forecast
of economic conditions may also not be representative of customer’s actual default in the future.

ECL on bank balances is determined using credit rating information supplied by independent
rating agencies, where available.

*  Provision for slow and non-moving inventories
Provision for slow and non-moving inventories is based on Management’s estimate of the realisable
value of the inventories based on the Company’s provisioning policy and historical experiences
considering the usage of the inventories.

*  Useful lives of property, plant and equipment
Estimation of useful lives of the property, plant and equipment is based on Management’s
assessment of various factors such as the operating cycles, the maintenance programs and normal
wear and tear using its best estimates.

* Estimation of the lease term and right-of-use asset
The Management determines the lease term as the non-cancellable term of the lease, together with
any periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised.
The Management applies judgement in evaluating whether it is reasonably certain whether or not
to exercise the option to renew or terminate the lease by considering all relevant factors that create
an economic incentive for it to exercise either the renewal or termination.

* Estimating variable consideration for volume rebates

The Company’s expected volume rebates are analysed on a per customer basis for contracts that
are subject to a single volume threshold. Determining whether a customer will be likely entitled to
rebate will depend on the customer’s historical rebates entitlement and accumulated sales to date.
* Impairment of non-financial assets

At the end of the reporting period, the Management has assessed if there are any indicators of
impairment of non-financial assets (property, plant and equipment, intangible assets and right-of-
use assets). Impairment exists when the carrying value of an asset or cash generating unit exceeds
its recoverable amount, which is the higher of its fair value less costs of disposal and its value in
use. The computation of value in use and fair value less costs to sell require the use of estimates.
The Management has concluded, based on assessment of available evidence, that impairment has
not arisen in the carrying values of non-financial assets at the end of the reporting period.
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