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Independent auditor’s review report on the interim condensed financial statements
To the shareholders of Arabian Pipes Company
(A Saudi Joint Stock Company)

Introduction

We have reviewed the accompanying interim condensed statement of financial position of Arabian Pipes
Company (A Saudi Joint Stock Company) (“the Company”) as at 30 June 2023, and the interim condensed
statement of profit or loss and the other comprehensive income for the three-month and six-month periods
ended 30 June 2023, and the interim condensed statements of changes in equity and cash flows for the six-
month period then ended, including a summary of significant accounting policies and other explanatory
notes. Management is responsible for the preparation and presentation of these interim condensed financial
statements in accordance with International Accounting Standard 34 - “Interim Financial Reporting” (“IAS
34”) that is endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a conclusion on these
interim condensed financial statements based on our review.

Scope of review

We conducted our review in accordance with International Standards on Review Engagements 2410,
“Review of interim financial information performed by the independent auditor of the entity”, that is
endorsed in the Kingdom of Saudi Arabia. A review of interim financial information requires inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical procedures
and other review procedures. A review is substantially less in scope than an audit conducted in accordance
with International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia, and
consequently does not enable us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim condensed financial statements are not prepared, in all material respects, in accordance with IAS
34 that is endorsed in the Kingdom of Saudi Arabia.

Emphasis of a matter:

We draw attention to note (2) to the accompanying interim condensed financial statements, which indicates
that the Company's current liabilities have exceeded its current assets by SR 109.9 million. These events or
conditions, along with other matters as set forth in to note (2) indicates that a material uncertainty exist that
may cast significant doubts about the Company's ability to continue as a going concern. Our conclusion is
not modified in respect of this matter.
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Independent auditor’s review report on the interim condensed financial statements
To the shareholders of Arabian Pipes Company
(A Saudi Joint Stock Company) (continued)

Other Matter

The interim condensed financial statements of the Company for the three-month and six-month periods
ended 30 June 2022 were reviewed by another auditor who expressed an unmodified review conclusion on
those interim condensed financial statements on 23 Muharram 1444 H (corresponding to 21 August 2022).
Further, the financial statements of the Company for the year ended 31 December 2022 were audited by the
same auditor who expressed an unmodified opinion on those financial statements on 5 Ramadan 1444 H
(corresponding to 27 March 2023).

For Maham Company for Professional Services

Abdulaziz SaudAl Shabeebi
Certified Public Accountant

License no. (339)

29 Muharram 1445H

16 August 2023
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Arabian Pipes Company
(Saudi Joint Stock Company)

Interim condensed Statement of Financial Position
As at 30 June 2023

Assets

Non-current assets

Property, plant and equipment
Right-of-use assets

Total non-current assets
Current assets

Inventory

Trade receivables
Prepayments and other current assets
Cash and cash equivalents
Total current assets

Total assets

Equity and liabilities
Equity

Share capital
Statutory reserve
Other reserve
Retained eamnings
Total Equity

Liabilities

Non-current liabilities

Lease liabilities

Long-term loans

Employees defined benefit liabilities
Total non-current liabilities
Current liabilities

Current portion of leases liabilities

Short term loans and non-current portion of long-term loans
Trade payables

Accrued expenses and other current liabilities
Zakat provision

Total current liabilitics

Total liabilities

Total shareholders' equity and liabilities

The accompanying notes from 1 to 2] form an inte

>~

Note

10
11

30 June 2023 31 December 2022
(Unaudited) (Audited)
SR “000 SR ‘000
332,661 342,683
17,717 18,555
350,378 361,238
198,917 218,643
3,164 100,289
56,275 16,635
87,790 77,705
346,146 413,272
696,524 774,510
100,000 100,000
3,119 3,119
(2,713) (2,713)
61,208 14,638
161,614 115,044
16,699 16,648
40,000 55,000
22,186 20,089
78,885 91,737
980 791
287,272 353,647
113,505 103,570
46,651 106,079
7,617 3,642
456,025 567,729
534,910 659,466
696,524 774,510

Homoud Ali Alhamzah

Ahmed Ali Al-Lohidan
CFO CEO

_ST.__

gral part of these interim condensed financial statements.

Saad Falah Al Qahtani

Audit Committee Chairman

-
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Arabian Pipes Company
(Saudi Joint Stock Company)
Interim condensed Statement of Financial Position

As at 30 June 2023
For the three-month period ~ For the six-month period ended
ended 30 June 30 June
2023 2022 2023 2022
Note  (Unaudited) (Unaudited) (Unaudited)  (Unaudited)
SR 000 SR ‘000 SR ‘000 SR ‘000

Revenue 265,038 70,041 494,918 130,928
Cost of revenue 12 (204,129) (76,466) (406,534) (136,287)
Gross profit (loss) 60,909 (6,425) 88,384 (5,359)
Expenses
Selling and marketing (3,468) (1,209) (7,881) (3,185)
General and administrative (9,264) (7,799) (16,932) (20,403)
(Provided for) reversal of slow-moving 5

inventory provision (4,110) 3,843 (4,110) 3,843
Total expenses (16,842) (5,165) (28,923) (19,745)
Profit (loss) from operations 44,067 (11,590) 59,461 (25,104)
Finance costs (5,601) (4,001) (11,149) (5,827)
Other income, net 13 3,405 11,338 7,757 13,535
Profit (loss) before zakat 41,871 (4,253) 56,069 (17,396)
Zakat 11 (8,605) . (9,499) (70)
Net profit (loss) for the period 33,266 (4,253) 46,570 (17,466)
Tota! comprehensive income (loss) for the 33,266 (4,253) 46,570 (17,466)

period
Earnings per share
Basic and diluted earnings (loss) per share 14 3,33 (0,43) 4,66 (1,75)

Homoud Ali Alhamzah Ahmed Ali Al-Lohidan Saad Falah Al Qahtani
CFO CEO Audit Committee Chairman

The accompanying notes from 1 to 2] form an integral part of these interim condensed financial statements




Arabian Pipes Company
(Saudi Joint Stock Company)

Interim condensed statement of changes in Equity
For the six-month period ended 30 June 2023

Retained
earnings
Statutory (accumulated
Share capital reserve Other reserves losses) Total
SR ‘000 SR ‘000 SR ‘000 SR ‘000 SR ‘000
As at 1 January 2023 (Audited) 100,000 3,119 (2,713) 14,638 115,044
Net profit for the period - - - 46,570 46,570
Total comprehensive income for the period - - - 46,570 46,570
As at 30 June 2023 (Unaudited) 100,000 3,119 (2,713) 61,208 161,614
As at | January 2022 (Audited) 400,000 120,000 (3,062) (411,238) 105,700
Net loss for the period [ b R 5 (17,466) (17,466) |
Total comprehensive loss for the period - - - (17,466) (17,466)
The effect of reducing the capital and the
statutory reserve against the accumulated
losses (Note 1) ~(300,000) (117,781) - 417,781 -
As at 30 June 2022 (Unaudited) 100,000 2,219 (3,062) (10,923) 88,234
L
Ahmed Ali Al-Lohidan Saad FalaW Al Qahtani

Homoud Ali Alhamzah
CFO CEO

The accompanying notes from 1 to 21 form an integral part of these interim condenscd financial statements.

Audit Committee Chairman




Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements

30 June 2023
For the six-month period ended
30 June 2023 30 June 2022
(Unaudited) (Unaudited)
Note SR ¢000 SR ‘000

OPERATING ACTIVITIES
Profit (loss) before Zakat 56,069 (17,396)
Adjustments for:
Depreciation of property, plant, and equipment 4 15,290 14,835
Depreciation of a right-of-use asset 889 892
Finance cost 11,149 5,827
Provided for (reversal of) slow moving inventory provision S 4,110 (3,843)
Employee defined benefit liabilities 2,637 1,648

90,144 1,963
Change in operating assets and liablities
Inventory 15,615 (66,560)
Trade receivables 97,125 (26,054)
Prepayments and other current assets (42,055) (52,677)
Trade payables 9,934 57,903
Accrued expenses and other current liabilities (59,115) 1,479
Cash from (used in) operations 111,648 (83,948)
Zakat Paid 11 (5,524) (1,342)
Employee defined benefit obligation paid (539) (284)
Net cash from (used in) operating activities 105,585 (85,574)
INVESTING ACTIVITIES
Additions to property, plant, equipment and spare parts 4 (5,266) (1,334)
Net cash used in investing activities (5.266) (1,334)
FINANCING ACTIVITIES
Loans paid 8 (438,234) (70,890)
Loans proceeds 8 359,274 175,193
Finance cost Paid (11,028) (1,758)
Payment of lease liabilities (246) (1,019)
Net cash (used in) from financing activities (90,234) 101,526
Net increase in cash and cash equivalents 10,085 14,618
Cash and cash equivalent at the beginning of the period 77,705 8,529
Cash and cash equivalents at end of the period 87,790 23,147

Q—? <’ ;5’, —~
Homoud Ali Alhamzah Ahmed Ali Al-Lohidan Saad Falah Al Qahtani
CFO CEO Audit Committee Chairman

The accompanying notes from 1 to 21 form an integral part of these interim condensed financial statements.




Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements
30 June 2023

1 GENERAL INFORMATION

Arabian Pipes Company (“the Company”) is a a Saudi Joint Stock Company formed in accordance with the
Companies Regulation and is registered in the Kingdom of Saudi Arabia (“KSA”) under the Commercial
Registration No. 1010085734 dated 14 Safar 1412H (corresponding to 25 August 1991).

The main activities of the Company are the production and marketing of longitudinally welded steel pipes for
pipelines and for construction and commercial purposes, bending, shaping and threading pipes from the outside
and inside, carrying out commercial business such as selling and buying pipes, their accessories, carrying out
pipeline extension works, manufacturing pipes, hoses, plastic pipes, their connections and accessories, and
manufacturing pipes, pipes and shapes hollow iron and steel.

The Company operates under industrial license (Riyadh plant) No. 434 dated 12 Thul-Qi’dah 1405H
(corresponding to 30 July 1985) and amended by the industrial license No. 2196 dated 16 Rajab 1436H
(corresponding to 2 May 2015) and industrial license for coating factory No. 479 dated 26 Safar 1436H
(corresponding to 18 December 2014).

2 GOING CONCERN

The interim condensed financial statements as at 30 June 2023 which indicates that the Company's current
liabilities have exceeded its current assets by SR 109.9 million. The Board of Directors also recommended
increasing the Company's capital by an amount of SR 150 million through offering of rights issues. The
recommendation to increase the Company's capital is subject to the approval of the relevant supervisory
authorities and the extraordinary general assembly pf the Company, which have not been completed as at the
date of approving these interim condensed financial statements. These circumstances indicate the existence of
a material uncertainty that may raise doubts about the Company's ability to continue its activities as a going
concern.

Management has assessed the Company's ability to successfully deliver its business plan and to generate
sufficient cash flows to enable it to meet its obligations on a timely basis for the next 12 months and to continue
it is business without substantially downsizing. In preparing its expectations, management has considered
reasonably all possible cash flows at the timing and amount that are supported by the circumstances and
available facts as at the date of approval of these interim condensed financial statements. In preparing the
business plan, management has taken into account the following factors:

1-  The Company achieved a net profit of SAR 46.6 million for the six-month period ended 30 June 2023
(30 June 2022: a net loss of 17.50 million Saudi riyals). The company was also able to achieve positive
cash flows from its operating activities and achieved SAR 105.6 million for the six-month period ended
30 June 2023 (30 June 2022: negative cash flows in the amount of SAR 85.60 million). The management
believes that the company will be able to achieve Positive net profit and cash flows in the 12 months
following the date of the interim condensed statement of financial position.

2-  The Company was able to settle all its outstanding loans on their original maturity date during the second
half of the year 2023, which amounted to SAR 438 million.

3-  The Company was able to renew all bank facilities, and although the company did not comply with loan
covenants in relation to maintaining certain financial ratios, it obtained waivers from the concerned banks
before the end of the year, which will support the company's ability to use the available facilities after the
date of interim condensed statement of financial position.

4-  The Company was able to obtain new supply contracts with Saudi Aramco, and the total value of the
unexecuted contracts was SAR 915.4 million as at 30 June 2023.




Arabian Pipes Company

(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)
30 June 2023

2 GOING CONCERN (CONTINUED)

5-  During the year ended on December 31, 2022, the company obtained its sharecholders approval through
the Extraordinary General Assembly meeting on 19 Rajab 1443H (corresponding to 20 February 2022)
to restructure its capital by absorbing the accumulated losses of SAR 300 million through the reduction
of share capital from SAR 400 million to SAR 100 million. The Board of Directors also approved on 19
Rajab 1443H (corresponding to 20 February 2022) and 18 Ramadan 1443H (corresponding to 19 April
2022) to absorb amounts of SR 9.39 million and SR 77 million, respectively, from the balance of
accumulated losses through the statutory reserve.

6-  OnlJuly 17,2022, the Board of Directors recommended to increase the share capital by SAR 150 million.
This recommendation is subject to the approval of the relevant regulatory authorities and the
Extraordinary General Assembly which have not been held until the date of approval of the accompanying
interim condensed financial statements by the Board of Directors of the Company.

7-  The Board of Directors has approved a strategic business plan for the Company for the five years (2023-
2027). As per the plan, the Board of Directors expects to improve the Company's business results and
performance indicators.

Accordingly, management continues to believe that it is appropriate to prepare the interim condensed financial
statements on a going concern basis. Therefore, the interim condensed financial statements have been prepared
on a going concern basis.

3 BASIS OF PREPARATION

31 Statement of compliance

These interim condensed financial statements have been prepared in accordance with International Accounting
Standard “Interim Financial Report” (“IAS 34”) that is endorsed in the Kingdom of Saudi Arabia and other
standards and pronouncements that are issued by the Saudi Organization for Chartered and Professional
Accountants (“SOCPA”).

The interim condensed financial statements do not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction with the Company’s annual financial statements
as at 31 December 2022.

3-2 Basis of measurement
The interim condensed financial statements have been prepared on the historical cost basis, except for employee
benefits liabilities that have been measured using projected unit credit method.

3-3 Functional and presentation currency

These interim condensed financial statements are presented in Saudi Riyals (SAR), which is the Company's
functional and presentation currency. All values have been rounded to the nearest thousand Saudi riyals, unless
otherwise stated.

3-4 Transactions and Balances

Foreign currency transactions are translated into Saudi Riyals using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at the period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies other than Saudi Riyals are recognized in the profit or loss.

Non-monetary items that are measured at historical cost in a foreign currency are translated using the exchange
rate applicable at the date of the initial transactions.




Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)
30 June 2023

3 BASIS OF PREPARATION (CONTINUED)

3-5 Significant assumptions and estimates

In preparing these interim condensed financial statements, management has made estimates and assumptions
that affect the application of the Company's accounting policies and the reported amounts of assets, liabilities,
revenue and expenses. Actual results may differ from these estimates.

Estimates and assumptions are continually evaluated. Revisions to estimates are recognized prospectively.

Satisfaction of performance obligations for revenue recognition

The company must evaluate each of its contracts with customers to determine whether performance obligations
are satisfied over time or at a point in time in order to determine the appropriate method of recognizing revenue.
The Company evaluated this based on the sale agreements it concluded with customers and the provisions of
the relevant laws and regulations.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit (CGU) exceeds its recoverable
amount, which is the higher of its fair value less costs of disposal and its value in use. The fair value less costs
of disposal calculation is based on available data from binding sales transactions, conducted at arm’s length, for
similar assets or observable market prices less incremental costs for disposing of the asset. The value in use
calculation is based on Discounted Cash flow model (DCF). The recoverable amount is sensitive to the discount
rate used for the DCF model as well as the expected future cash-inflows and the growth rate used for
extrapolation purposes.

Employee-defined benefits liabilities

The present value of the employees' end of service benefits liabilities are determined using actuarial valuations.
An actuarial valuation involves making various assumptions which may differ from actual developments in the
future. These include the determination of the discount rate, future salary increases, mortality rates and future
pension increases. Due to the complexity of the valuation, the underlying assumptions and its long-term nature,
a defined benefit obligation is highly sensitive to changes in these assumptions. All assumptions are reviewed
annually.

Provision for slow moving inventory

The Company makes provision for slow moving inventory. The provision for obsolete and slow moving items
as at 30 June 2023 amounted to SAR 19.13 million (31 December 2022: SAR 15 million). These estimates take
into account price fluctuations directly related to events that occurred after the date of the interim condensed
statement of financial position.

Provision for expected credit losses on trade receivables

The Company uses a provision matrix to calculate ECLs for trade receivables and contract assets. The provision
rates are based on days past due for groupings of various customer segments that have similar loss patterns (i.e.,
by product type and customer type).

The provision matrix is initially based on the Company’s historically observed default rates. The Company will
calibrate the matrix to adjust the historical credit loss experience with forward-looking information. For
instance, if forecast economic conditions (i.e., gross domestic product) are expected to deteriorate over the next
year which can lead to an increased number of defaults in specific sector, the historical default rates are adjusted.
At every reporting date, the historical observed default rates are updated and changes in the forward-looking
estimates are analyzed.

The assessment of the correlation between historical observed default rates, forecast economic conditions and
ECLs is a significant estimate. The amount of ECLs is sensitive to changes in circumstances and of forecast
economic conditions. 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.




Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)
30 June 2023

3 BASIS OF PREPARATION (CONTINUED)
3-5 Significant assumptions and estimates (continued)

Estimated useful lives and residual values of property, plant and equipment
Any change in the estimated useful life or depreciation pattern is accounted for prospectively.

3-6 Changes in significant accounting policies
The accounting policies applied in these interim condensed financial statements are the same policies applied
to the Company's annual financial statements as at and for the year ended 31 December 2022.

The Company has applied for the first time the following standards and amendments, which are effective for
annual periods beginning on or before 1 January 2023, and which do not have any impact on the Company's
interim condensed financial statements:

* Amendments are limited in scope to IAS 1, Practice Statement 2, and IAS 8.
* An amendment to IAS 12 - Deferred Tax relating to assets and liabilities arising from a single transaction.
* International Financial Reporting Standard 17, “Insurance Contracts,” as amended in December 2021.

3-7 STANDARDS ISSUED BUT NOT YET EFFECTIVE

The International Accounting Standards Board has issued the following accounting standards and amendments,
which are applicable to annual periods beginning after 2023. The Company has elected not to early adopt these
standards and pronouncements and they are not expected to have a material impact on the Company's interim
condensed financial statements.

» Amendments to International Accounting Standard No. (1) - Classification of liabilities into current and non-
current.

» Amendments to IFRS 10 and IAS 28. “Sale or contribution of assets between an investor and his associate or
joint venture”.

« Amendment to IFRS 16, Sale and Leaseback Lease Liabilities.

* Amendments to IAS 1, Non-Current Liabilities with Commitments.

10



Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)

30 June 2023
4 PROPERTY, PLANT AND EQUIPMENT
30 June 2023 31 December 2022
(Unaudited) (Audited)
SR ‘000 SR ‘000
Property, plant and equipment 304,341 316,380
Spare parts 28,320 26,303
332,661 342,683

The estimated useful lives of assets for calculating depreciation are as follows:

Buildings 23 years Furniture and fixtures 3-5 years
Machinery and equipment 10-25 years Computers 3-5 years
Vehicles S years
Machinery Furniture Capital
and and works in
Land Buildings equipment Vehicles fixtures Computers progress Total
SR €000 SR ‘000 SR <000 SR €000 SR ‘000 SR ‘000 SR <000 SR €000
Cost:
At 1 January 5,676 90,661 725,860 1,948 2,913 5,579 9,822 842,459
Additions during the period - - 4 - 135 107 3,005 3,251
At 30 June 5,676 90,661 725,864 1,948 3,048 5,686 12,827 845,709
Accumulated depreciation
At 1 January - 46,579 469,854 1,719 2,716 5,211 - 526,079
Depreciation for the period - 1,705 13,417 43 53 71 - 15,290
At 30 June - 48,284 483,272 1,762 2,769 5,282 - 541,369
Net book value
At 30 June 2023 (unau-

dited) 5,676 42,377 242,592 186 279 404 12,827 304,341




Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)
30 June 2023

4 PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
Machinery Furniture Capital
and and works in
Land Buildings equipment Vehicles Fixtures Computer Progress Total
SR ‘000 SR ‘000 SR ‘000 SR ‘000 SR <000 SR ‘000 SR “000 SR ‘000
Cost:
At 1 January 2022 5,676 90,661 724,691 1,948 2,901 5,509 9,523 840,909
Additions during the period - - 1,169 - 12 70 299 1,550
At 31 December 2022 5,676 90,661 725,860 1,948 2,913 5,579 9,822 842,459
Accumulated Depreciation:
At 1 January 2022 - 43,405 442,863 1,633 2,599 5,035 - 495,535
Depreciation for the period - 3,174 26,991 86 117 176 - 30,544
At 31 December 2022 - 46,579 469,854 1,719 2,716 5,211 - 526,079
Net book value:
At 31 December 2022 5,676 44,082 256,006 229 197 368 9,822 316,380

* The Company's buildings in Riyadh and Jubail include buildings constructed on land leased from government authorities.
* Most of the Company property, plant and equipment are mortgaged to the Saudi Industrial Development Fund against the loan granted by the Fund (Note 17).

» Capital work in progress as at 30 June 2023, includes machinery and equipment with a book value of 12.8 million Saudi riyals (31 December 2022: 9.8 million Saudi

riyals). Management expects these assets to be ready for use during 2023.

Depreciation has been charged within the interim condensed statement of profit and loss and other comprehensive income as follows:

30 June 2023 30 June 2023
(Unaudited) (Audited)
SR 000 SR ‘000
Cost of revenue (note 12) 14,673 14,238
General and administrative expenses 617 597
15,290 14,835




Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)

30 June 2023
5 INVENTORY
30 June 2023 31 December 2022
(Unaudited) (Audited)
SR ‘000 SR ‘000
Finished goods 124,483 76,474
Raw materials 47,339 89,750
Work in progress 20,584 45,887
Consumable materials 22,066 16,534
Scrap inventory 3,575 5,018
218,047 233,663
Less: provision for slow moving inventories (note 5.1) (19,130) (15,020)
198,917 218,643
5.1 The movement of provision for slow moving inventory is as follows:
For the six-month
period ended For the year ended
30 June 2023 31 December 2022
(Unaudited) (Audited)
SR ‘000 SR ‘000
Balance at the beginning of the period / year 15,020 22,706
Write-off for provision of raw materials - (3,576)
Write-off for provision of work in process - (267)
Provided for (reversal) of provision for slow moving
inventory 4,110 (3,843)
Balance at the end of the period / year 19,130 15,020
6 PREPAYMENTS AND OTHER CURRENT ASSETS
30 June 2023 31 December 2022
(Unaudited) (Audited)
SR ‘000 SR ‘000
Advances to suppliers 47,213 12,521
Prepaid expenses 6,668 2,146
Employees Advances 1,490 1,044
Margin on letter of guarantees 8 28
Other 896 896
56,275 16,635
7 SHARE CAPITAL

The authorized, issued and paid capital of the Company consists of 10 million shares, the value of each
share is 10 Saudi riyals (31 December 2022: 10 million shares, the value of each share is 10 Saudi
riyals).

13



Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)
30 June 2023

8 LOANS

Loans represent Murabaha financing obtained from the Saudi Industrial Development Fund and from local
banks. These loans carry finance costs at prevailing commercial rates.

Current portion of term loans
Short term loans
Prepaid upfront fees

Non-current portion of long term loans

The loan movement is summarized as follows:

At the beginning of the period/ year
Loans paid during the period/ year
Loans obtained during the period/ year
Prepaid upfront fees

At the end of the period/ year

30 June 2023 31 December 2022
(Unaudited) (Audited)
SR <000 SR ‘000
30,000 23,000
260,707 231,667
(3,435) (1,020)
287,272 353,647
40,000 55,000
327,272 408,647
For the six-month
period ended For the year ended
30 June 2023 31 December 2022
(Unaudited) (Audited)
SR <000 SR ‘000
409,667 305,364
(438,234) (70,890)
359,274 175,193
(3,435) (1,020)
327,272 408,647

The Company obtained a long-term loan from the Saudi Industrial Development Fund (the “Fund”) to finance
the construction of pipes production plant in Jubail. The loan is secured by pledge on the Company's plant
buildings, machinery and equipment.

The Company obtained a short-term loan from the Ministry of Finance to finance its working capital
requirements.

The Company obtained loans from local banks for the purpose of financing its working capital requirements.
These bank facilities carry a financing cost at prevailing market rates.

The facilities agreements include covenants to maintain certain financial ratios, such as financial leverage ratio,
total debt to equity ratio, and others. According to these facilities agreements, lenders are entitled to demand
immediate repayment of loans in cases of non-fulfilment of these covenants. The Company was not in
compliance with certain loan covenants, but has obtained waivers from the relevant banks before the testing
period, which exempted the Company from the covenant conditions in this period.

9 TRADE PAYABLES
30 June 2023 31 December 2022
(Unaudited) (Audited)
SR €000 SR ‘000
Trade payable 62,561 46,957
Notes payable 50,944 56,613
113,505 103,570

14



Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)
30 June 2023

10 ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

30 June 2023 31 December 2022

(Unaudited) (Audited)

SR “000 SR €000
Advances from customers 5,021 65,485
VAT payable 5,337 4,492
Accrued employee benefits 5,104 3,275
Accrued financial chargers 10,827 10,437
Accrued expenses 4,480 4,837
Other liabilities 15,882 17,553
46,651 106,079

11 ZAKAT

11.1  Zakat provision movement
The movements zakat provision was as follows:
For the six-month

period ended For the year ended

30 June 2023 31 December 2022

(Unaudited) (Audited)

SR €000 SR ‘000

At the beginning of the period/year 3,642 4,284
Charged during the period/year 2,238 700
Charged during the period/year (including prior years
adjustments) — net 7,261 -
Payments during the period/year (5,524) (1,342)
At the end of the period/year 7,617 3,642

11.2 Zakat assessments

The Company has submitted its zakat returns to the Zakat, Tax, and Customs Authority ("ZATCA ") for all
years up to 2022. The Company has finalized the zakat assessments with the Authority for all years up to 2015.
The Company has not received the zakat assessments for the years from 2019 to 2022

During January 2023, the Company received the zakat assessment for the year 2016 from ZATCA, demanding
the Company to pay an additional zakat amount of SR 3.8 million. The Company paid an amount of SR 1.1
million, representing the non-objectionable part of the total additional amount. Further, the Company submitted
an appeal to ZATCA on the remaining amount of SR 2.8 million for which provision has been provided for the
full amount.

During April 2023, the Company received the zakat assessment for the year 2017 from ZATCA, demanding the
Company to pay an additional zakat amount of SR 6.8 million. The Company paid an amount of SR 4.1 million,
representing the non-objectionable part of the total additional amount. Further, the Company submitted an
appeal to ZATCA on the remaining amount of SR 2.7 million for which provision has been provided for the
full amount.

At a subsequent date, the Company received the zakat assessment for the year 2018 from ZATCA, demanding
the Company to pay an additional zakat amount of SR 4.5 million. The Company is assessing this amount, and
no action has been taken as of the date of the issuance of the interim condensed financial statements for the
period ended 30 June 2023.
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Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)

30 June 2023

12 COST OF REVENUE

Raw materials

Depreciation of property, plant and equipment (note 4)
Salaries and wages

Utilities

Spare parts and maintenance

Depreciation of right to use assets

Others

13 OTHER INCOME

Scrap sales

Reversal of provision for value-added tax penalties (13-1)

Interest income from short-term Murabaha deposit
Other

For the six-month period ended

30 June 2023 30 June 2022
(Unaudited) (Unaudited)
SR “000 SR ‘000
365,681 98,168
14,673 14,238
11,362 11,051
2,054 1,767
1,333 4,075
834 837
10,597 6,151
406,534 136,287

For the six-month period ended

30 June 2023 30 June 2022
(Unaudited) (Unaudited)
SR “000 SR ‘000
6,802 2,197
- 8,660
955 -
- 2,678
7,757 13,535

13-1 During the year 2021, the ZATCA demanded the Company to settle penalties of SR 8.66 million for not
filing of value-added tax on within the required deadlines. Further, ZATCA announced the re-launch of an
initiative to relief companies from financial penalties for value-added tax for all taxpayers for a period of six
months, starting from 1 June 2022 to 30 November 2022. During the six-month period ended on 30 June 2022,
the Company obtained a relief from ZATCA for the full amount of financial penalties related to value-added

tax.

14 BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted earnings per share is calculated by dividing the net profit attributable to ordinary equity holders
by the weighted average number of ordinary shares outstanding during the period. Diluted earnings per share is

the same as basic earnings per share since the Company has no diluted shares issued.

Profit/(loss) from operations attributable to shareholders (SR <000)

Weighted average number of shares (‘000)
Basic and diluted earnings (loss) per share

For the six-month period

ended
30 June 2023 30 June 2022
(unaudited) (unaudited)
46,570 (17,466)
10,000 10,000
4.66 (1.75)
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Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)
30 June 2023

15 SEGMENT REPORTING

Operating segments

The Company's activities are limited to the steel pipe manufacturing and packaging sector, and therefore the
segment reporting information is not presented in the accompanying interim condensed financial statements,
Moreover, The majority of the Company's activities are conducted in the Kingdom of Saudi Arabia.

16 COMMITMENTS AND CONTINGENCIES

Contingencies
a) As at 30 June 2023, the Company has outstanding letters of guarantee amounting to SR 155.4 million (31
December 2022: SR 72.51 million).

b) Please refer to note 11, in relation to the zakat assessment matter for the year 2018 and the potential liability
arising from it.

Capital commitments
As at 30 June 2023, the Company has entered into capital commitments of SAR 12.8 million (31 December
2022: SR 9.8 million) related to capital work in progress.

17 INTERIM RESULTS
The results of operations for the six-month period ended 30 June 2023 are not necessarily indicative of the
annual results of the Company's operations.

18 SUBSEQUENT EVENTS

Apart from what has been disclosed in note (11) with regard to the zakat assessment for the year 2018, the
management is not aware of any significant subsequent events that would have a material impact on the interim
condensed financial statements.

19 FAIR VALUE MEASUREMENT

Fair value is the value at which assets are exchanged or liabilities are settled between willing parties in an arm's
length transaction. Financial instruments consist of financial assets and financial liabilities. Financial assets
include trade receivables and cash and cash equivalents. Financial liabilities include loans, trade payable and
lease liabilities.

The management has assessed that the fair value of cash and cash equivalents, trade receivables, loans, trade
payable and lease liabilities approximates their carrying amounts. This is mainly due to the short-term maturity
of these instruments.

During the period ended 30 Jun 2022 and 31 December 2022, there were no transfers between Level 1 and Level
2 of fair value measurement hierarchy, and there were no transfers to or from Level 3 of fair value measurement
hierarchy.
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Arabian Pipes Company
(Saudi Joint Stock Company)

Notes to the interim condensed financial statements (continued)
30 June 2023

19

FAIR VALUE MEASUREMENT (CONTINUED)

a) Financial assets

31 December 2022

30 June 2023 .
(unaudited) (Audited)
SR ‘000 SR ‘000
Financial assets at amortized cost
Cash and cash equivalents 87,790 77,705
Trade receivables 3,164 100,289
Total financial assets at amortized cost 90,954 177,994
b) Financial liabilities
30 June 2023 31 December 2022
(unaudited) (Audited)
SR €000 SR ‘000
Financial liabilities at amortized cost
Trade payables 113,505 103,570
Loans 330,707 409,667
Lease liabilities 17,679 17,439
Total financial liabilities at amortized cost 461,891 530,676
Total current financial liabilities 405,192 459,028
Total non-current financial liabilities 56,699 71,648
Total financial liabilities at amortized cost 461,891 530,676
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RECLASSIFICATIONS OF COMPARATIVE INFORMAITON

the Company reassessed the presentations of certain items in the interim condensed financial statements to
ensure that the proposed presentations were consistent with the requirements of IAS 1‘“Presentation of financial
statements” as endorsed in the Kingdom of Saudi Arabia. Details of the reclassifications are given below:

a)

b)

d)

21

During the period, management noticed that prepaid bank charges of SR 1 million were incorrectly
included under prepaid expenses and other current assets, the prepaid bank charges as at 31 December 2022
were reclassified from prepaid expenses and other current assets into loans.

Management determined that the credit notes issued by a customer with a value of SR 9.5 million as at 31
December 2022 were offset with the balance due from that customer, as the Company did not have a legally
enforceable right to set off or net settlement receivables with payables. The amount under trade receivables
has been reclassified to accrued expenses and other current liabilities.

During the period, management noticed that scrap sales of SR 2.2 million for the six month period ended
30 June 2022 were incorrectly included in revenue. Therefore scrap sales were reclassified from revenue
to other income.

During the period, management noticed that scrap inventory of SR 1.1 million as at 31 December 2022 had
been incorrectly included under prepaid expenses and other current assets, the scrap inventory was

reclassified from prepaid expenses and other current assets into inventory.

APPROVAL OF THE INTERIM CONDENSED FINANCIAL STATEMENTS

The interim condensed financial statements were approved by the board of directors on 10 August 2023 (23
Muharram 1445H).

18



