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Report on review of Condensed Consolidated Interim Financial
Information

To the shareholders of United Electronics Company
(A Saudi Joint Stock Company)

Introduction

We have reviewed the accompanying condensed consolidated interim statement of financial position of
United Electronics Company (the “Company”) and its subsidiaries (the “Group”) as of 31 March 2024
and the related condensed consolidated statement of profit or loss and other comprehensive income for
the three-month period then ended and the condensed consolidated interim statements of changes in
equity and cash flows for the three-month period ended 31 March 2024 and other explanatory notes.
Management is responsible for the preparation and presentation of this condensed consolidated interim
financial information in accordance with International Accounting Standard 34 - “Interim Financial
Reporting” (IAS 34), as endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a
conclusion on this condensed consolidated interim financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of interim financial information performed by the independent auditor of the entity”, as
endorsed in the Kingdom of Saudi Arabia. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing, as 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
condensed consolidated interim financial information is not prepared, in all material respects, in
accordance with 1AS 34, as endorsed in the Kingdom of Saudi Arabia.

PricewaterhouseCoopers

Ali A. Alotaibi
License number 379

6 May 2024
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' PricewaterhouseCoopers, License No. 25,
Al Hugayet Tower, P.O. Box 467, Dhahran Airport 31932, Kingdom of Saudi Arabia
T: +966 (13) 849-6311, F: +966 (13) 849-6281, www.pwc.com/middle-east





















UNITED ELECTRONICS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

1 General information

United Electronics Company (the “Company”) is a Saudi Joint Stock Company registered in Al Khobar
under Commercial Registration (“CR”) number 2051029841 dated 10 Jumada 11 1425H (corresponding
to 27 July 2004). The shares of the Company were listed on the Saudi Stock Exchange (“Saudi
Exchange™) on 24 December 2011.

The registered address of the Company is P.O. Box 76688 Al Khobar 31952, Kingdom of Saudi Arabia.

The principal activities of the Company and its subsidiaries (collectively referred to as the “Group™)
include the wholesale and retail trade in electric appliances, electronic gadgets, computers and their
spare parts and accessories, furniture, office equipment and tools, maintenance and repair services,
third-party marketing and consumer financing services.

The accompanying condensed consolidated interim financial information include the activities of the
Company and its following wholly owned direct and indirect subsidiaries.

Subsidiaries Country of incorporation
United Company for Maintenance Services (“UCMS”) Kingdom of Saudi Arabia
United International Holding Company (“UIHC”) Kingdom of Saudi Arabia
United Company for Financial Services (“UCFS”) Kingdom of Saudi Arabia
Procco Financial Services W.L.L. (“Procco”) Kingdom of Bahrain

United Electronics Company Extra W.L.L. (“eXtra Bahrain”) Kingdom of Bahrain

United Electronics Company Extra L.L.C. (“eXtra Oman”) Sultanate of Oman

Extra Electronics Company (“eXtra Egypt”) Arab Republic of Egypt
Extra for Import (“eXtra Import”) Arab Republic of Egypt

As at 31 March 2024, the Group had a total of 54 branches (31 December 2023: 53 branches) out of
which 49 branches are in the Kingdom of Saudi Arabia (31 December 2023: 48 branches in the Kingdom
of Saudi Arabia).

The accompanying condensed consolidated interim financial information was approved by the
Company’s Board of Directors on 6 May 2024.

2 Accounting policies

The principal accounting policies applied in the preparation of the condensed consolidated interim
financial information of the Group are consistent with those of the previous financial year and
corresponding interim reporting periods.

2.1 Basis of preparation
(@) Statement of compliance

The condensed consolidated interim financial information of the Group has been prepared in
compliance with 1AS 34 “Interim Financial Reporting” (“l1AS 34”), as endorsed in the Kingdom of Saudi
Arabia, and other standards and pronouncements issued by the Saudi Organization for Chartered and
Professional Accountants (SOCPA).

The condensed consolidated interim financial information does not include all the information and
disclosures required in the annual consolidated financial statements. Accordingly, this condensed
consolidated interim financial information is to be read in conjunction with the annual consolidated
financial statements for the year ended 31 December 2023.



UNITED ELECTRONICS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

2 Accounting policies (continued)

2.1 Basis of preparation (continued)
(b) New standards, amendments to standards and interpretations
A number of new and amended standards became applicable for the current reporting period.

e Amendment to IFRS 16 ‘Leases’ (“IFRS 16”) — Leases on sale and leaseback;
¢ Amendmentsto IAS 1, Presentation of financial statements’ - Non-current liabilities with covenants;

e Amendment to IAS 7 ‘Cash flow statements’ (“IAS 7”) and IFRS 7 ‘Financial instruments:
Disclosures (“IFRS 7") — Supplier finance; and

e Amendments to IAS 21 ‘Foreign currencies’ (“l1AS 21”) - Lack of Exchangeability

The Group did not have to change its accounting policies or make retrospective adjustments as a result
of adopting these standards.

(c) Standards issued but not yet effective

Certain new accounting standards, amendments to accounting standards and interpretations have been
published that are not mandatory for 31 March 2024 reporting periods and have not been early adopted
by the Group. The new standard on presentation and disclosure in financial statements i.e. IFRS 18,
‘Presentation and Disclosure in Financial Statements’, will apply for reporting periods beginning on or
after 1 January 2027. Management is in the process of assessing the impact of such new standards and
interpretations on its consolidated financial statements.

3 Fair value of assets and liabilities

As at 31 March 2024 and 31 December 2023, all financial assets and financial liabilities of the Group are
categorized as held at amortized cost. Management believes that the fair values of the Group's financial
assets and liabilities as at 31 March 2024 and 31 December 2023 are not materially different from their
carrying values since the financial instruments are short term in nature, carry profit rates which are
based on prevailing market profit rates and are expected to be realized at their current carrying values
within twelve months from the date of the statement of financial position. The fair values of the non-
current financial instruments are estimated to approximate their carrying values as these carry profit
rates which are based on prevailing market profit rates. During the three-month period ended 31 March
2024, there have been no significant market developments which might indicate towards a potential
change in fair value of the Group’s financial instruments.

4 Critical accounting estimates and judgements

The preparation of condensed consolidated interim financial information requires the use of certain
critical estimates and judgments that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the reporting date and the reported amounts of revenues and
expenses during the reporting period. Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.
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UNITED ELECTRONICS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

4 Critical accounting estimates and judgements (continued)

The Group makes estimates and judgements concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. There are no significant changes in critical
accounting estimates and judgements used by management in the preparation of the condensed
consolidated interim financial information from those that were applied and disclosed in the annual
consolidated financial statements for the year ended 31 December 2023. Also see Notes 6 and 14.

5 Revenue

For the three-month period

Recognized at a point in time

ended 31 March

2024
(Unaudited)

2023
(Unaudited)

Retail 1,038,978 1,031,171
Wholesale 12,537 7,600
E-commerce 342,697 240,594
1,394,212 1,279,365
Recognized over time
Extended warranty program 40,851 35,088
Others 6,705 583
47,556 35,671
Total sales and services 1,441,768 1,315,036
Income from Islamic financing contracts 139,652 123,100
1,581,420 1,438,136
6 Investment in Islamic financing contracts
31 March 31 December
2024 2023
(Unaudited) (Audited)
Investment in Tawarrug financing contracts, net 1,618,842 1,531,316
Investment in Murabaha financing contracts, net 205,848 272,873
Investment in Islamic credit cards, net 155,744 63,196
1,980,434 1,867,385
Less: non- current portion (1,068,646) (1,028,152)
Current portion 911,788 839,233
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UNITED ELECTRONICS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

6 Investment in Islamic financing contracts (continued)

6.1 Reconciliation between gross and net investment in Islamic financing contracts is as follows:

Installment sales Tawarruq finance Murabaha finance Islamic credit card Total
31 31 31 31 31
3l Mza(;gz December sl Mzaorgz December sl M;(;SQ December 3l M;(;;z December 3l Mza(;gz December
2023 2023 2023 2023 2023

(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited)

Gross investment in
Islamic financing
contracts

Unearned finance and
processing fee
income

32,255 32,473 2,454,074 2,317,298 269,288 362,169 186,733 65,726

(6,830) (7,048)  (785,866)  (736,619) (53,965) (77,646) (26,121)

2,942,350

(Audited) (Unaudited) (Audited) (Unaudited) (Audited)

2,777,666

(872,782)  (821,313)

Present value of
investment in
Islamic financing
contracts (“P.V of
I.LF.C.")

Allowance for ECL

25,425
(25,425)

25,425
(25,425)

1,668,208
(49,366)

1,580,679
(49,363)

215,323
(9,475)

284,523
(11,650)

160,612
(4,868)

65,726
(2,530)

2,069,568

1,956,353

(89,134)  (88,968)

Net investment in
Islamic financing
contracts (“Net
investment in
I.LF.C.") - -

Net investment in
I.F.C. - non-current
portion - -

1,618,842 1,531,316 205,848 272,873 155,744 63,196

(1,019,415)  (957,963) (49,231) (70,189) - -

1,980,434

(1,068,646)

1,867,385

(1,028,152)

Net investment in
I.F.C. - current

portion - - 599,427 573,353 156,617 202,684 155,744 63,196

911,788 839,233
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UNITED ELECTRONICS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

6 Investment in Islamic financing contracts (continued)

6.2 The movement in allowance for ECL/impairment on Islamic financing contracts is as follows:

Installment sales Tawarrug finance Murabaha finance Islamic credit card Total

31 31 31 31 31

31 March December 31 March December 31 March December 31 March December 31 March December

2024 2023 2024 2023 2024 2023 2024 2023 2024 2023
(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)

Opening balance 25,425 25,790 49,363 40,064 11,650 6,326 2,531 365 88,969 72,545

Charge for the year - (365) 18,055 52,655 3,876 16,584 2,671 2,720 24,602 71,594
Amounts written-off - - (18,052) (43,356) (6,051) (11,260) (334) (555) (24,437) (55,171)

Closing balance 25,425 25,425 49,366 49,363 9,475 11,650 4,868 2,530 89,134 88,968

6.2.1 Net impairment losses on financial assets:

Installment sales Tawarrug finance Murabaha finance Islamic credit card Total
31 31 31 31 31
31 March December 31 March December 31 March December 31 March December 31 March December
2024 2023 2024 2023 2024 2023 2024 2023 2024 2023

(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)

Charge for the year - (365) 18,055 52,655 3,876 16,584 2,671 2,720 24,602 71,594
Recoveries of

amounts previously

written off - - (4,855) (7,742) (1,928) (3,624) - - (6,783) (11,366)
Net impairment
losses on financial
assets - (365) 13,200 44,913 1,948 12,960 2,671 2,720 17,819 60,228
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UNITED ELECTRONICS COMPANY
(A Saudi Joint Stock Company)
Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

6 Investment in Islamic financing contracts (continued)

6.3 Stage-wise analysis of Islamic financing contracts and the respective ECL are as follows:

31 March 2024
(Unaudited)

Performing
(Stage 1)

Under-
performing
(Stage 2)

Non-performing
(Stage 3)

31 December
2023
(Audited)

Performing
(Stage 1)

Under-
performing
(Stage 2)

Non-performing
(Stage 3)

Instalment sales Tawarrug finance Murabaha finance Islamic credit card Total
Net Net Net Net Net
P.Vof Allowance investment P.Vof Allowance investment P.Vof Allowance investment P.V of Allowance investment P.Vof Allowance investment
1.F.C for ECL inl.F.C 1.F.C for ECL inl.F.C I.F.C for ECL inl.F.C 1.F.C. for ECL inl.F.C 1.F.C for ECL inl.F.C
- - - 1,511,024 (18,697) 1,492,327 177,119 (1,180) 175,939 151,316 (2,107) 149,209 1,839,459 (21,984) 1,817,475
- - - 46,067 (3,521) 42,546 5,966 (382) 5,584 1,789 (467) 1,322 53,822 (4,370) 49,452
25,425 (25,425) - 111,117 (27,148) 83,969 32,238 (7,913) 24,325 7,507 (2,294) 5,213 176,287 (62,780) 113,507
25,425 (25,425) - 1,668,208 (49,366) 1,618,842 215,323 (9,475) 205,848 160,612 (4,868) 155,744 2,069,568 (89,134) 1,980,434
Instalment sales Tawarrug finance Murabaha finance Islamic credit card Total
Net Net Net Net Net
P.Vof Allowance investment P.V of Allowance investment P.V of Allowance investment P.V of Allowance investmen P.V of Allowance investment
I.F.C. for ECL in l.F.C. I.F.C. for ECL inl.F.C. I.F.C. for ECL inl.F.C. 1.F.C. for ECL tinl.F.C. I.F.C. for ECL inl.F.C.
- - - 1,363,519 (12,796) 1,350,723 231,559 (1,146) 230,413 56,654 (735) 55,919 1,651,732 (14,677)) 1,637,055
- - - 94,489 (7,282) 87,207 13,124 (813) 12,311 3,111 (300) 2,811 110,724 (8,395) 102,329
25,425 (25,425) - 122,671 (29,285) 93,386 39,840 (9,691) 30,149 5,961 (1,495) 4,466 193,897 (65,896) 128,001
25,425 (25,425) - 1,580,679 (49,363) 1,531,316 284,523 (11,650) 272,873 65,726 (2,530) 63,196 1,956,353  (88,968) 1,867,385
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UNITED ELECTRONICS COMPANY
(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)

For the three-month period ended 31 March 2024
(All amounts in Saudi Riyals thousands unless otherwise stated)

6 Investment in Islamic financing contracts (continued)

6.4 Stage-wise movement in ECL allowance/impairment on investment in Islamic financing contracts is as follows:

2024

1 January 2024

Individual financial assets transferred to under-performing (lifetime expected credit losses)
Individual financial assets transferred to non -performing (credit-impaired financial assets)
Individual financial assets transferred to performing (12-month expected credit losses)
New financial assets originated

Amounts written-off

Other changes

31 March 2024

2023

1 January 2023

Individual financial assets transferred to under-performing (lifetime expected credit losses)
Individual financial assets transferred to non -performing (credit-impaired financial assets)
Individual financial assets transferred to performing (12-month expected credit losses)
New financial assets originated

Amounts written-off

Other changes

31 December 2023

15

Under- Non-
Performing performing performing
(Stage 1) (Stage 2) (Stage 3) Total
14,677 8,395 65,896 88,968
(366) 2,590 (907) 1,317
(14) (2,070) 7,169 5,085
2,022 (4,145) (3,633) (5,756)
4,896 - - 4,896
- - (24,436) (24,436)
769 (400) 18,691 19,060
21,984 4,370 62,780 89,134
Under- Non-
Performing performing performing
(Stage 1) (Stage 2) (Stage 3) Total
11,992 3,264 57,289 72,545
(5,270) 8,236 (633) 2,333
(16,974) (1,928) 38,213 19,311
42 (475) (2,299) (2,732
28,620 - - 28,620
(1,500) (267) (53,405) (55,172)
(2,233) (435) 26,731 24,063
14,677 8,395 65,896 88,968




UNITED ELECTRONICS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

6 Investment in Islamic financing contracts (continued)

6.5 Category-wise movement in stage-wise ECL allowance/impairment is as follows:

Instalment sales Tawarrugq finance Murabaha finance Islamic credit card Total
Under- Non- Under- Non- Under- Non- Under- Non- Under- Non-
Performing performing performing Performing performing performing Performing performing performing Performing performing performing Performing performing performing
2024 (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3)
At 1 January - - 25,425 12,796 7,282 29,285 1,146 813 9,691 735 300 1,496 14,677 8,395 65,897
Individual
financial
assets
transferred
to
-Stage 1 - - - 1,894 (3,721) (1,993) 118 (361) (1,601) 8 (61) (39) 2,020 (4,143) (3,633)
-Stage 2 - - - (253) 1,955 (753) 14) 188 122) (98) 445 (32) (365) 2,588 (907)
-Stage 3 - - - - (1,683) 5,475 - (184) 689 14) (203) 1,005 (14) (2,070) 7,169
New
financial
assets
originated - - - 3,329 - - 43 - - 1,525 - - 4,897 - -
Amounts
written-off - - - - - (18,052) - - (6,050) - - (334) - - (24,436)
Other
changes - - - 931 (312) 13,186 (113) (74) 5,306 (49) (14) 198 769 (400) 18,690
At 31 March - - 25,425 18,697 3,521 27,148 1,180 382 7,913 2,107 467 2,294 21,984 4,370 62,780

16



UNITED ELECTRONICS COMPANY
(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

6 Investment in Islamic financing contracts (continued)

6.5 Category-wise movement in stage-wise ECL allowance/impairment is as follows: (continued)

2023

At 1 January

Individual
financial
assets
transferred
to

-Stage 1
- Stage 2

-Stage 3
New
financial
assets
originated
Amounts
written-off
Other
changes

At 31
December

Instalment sales Tawarrugq finance Murabaha finance Islamic credit card Total
Under- Non- Under- Non- Under- Non- Under- Non- Under- Non-
Performing performing performing Performing performing performing Performing performing performing Performing performing performing Performing performing performing
(Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3)
37 82 25,671 10,500 2,890 26,674 1,408 196 4,722 47 96 222 11,992 3,264 57,289
. . . 39 (446) (2,186) 2 (25) (87) 1 (4) (26) 42 (475)  (2,299)
- - - (4,473) 7,133 (583) (508) 802 (50) (289) 298 - (5,270) 8,233 (633)
- - - (11,370) (1,742) 27,349 (4,476) (109) 9,369 (1,128) an 1,496  (16,974) (1,928) 38,214
- - - 21,149 - - 5,383 - - 2,088 - - 28,620 - -
- - - (1,372) (250) (41,733) (127) (16) (11,117) - - (555) (1,499) (266)  (53,405)
(37) (82) (246) (1,677) (303) 19,764 (536) (35) 6,854 16 (13) 358 (2,234) (433) 26,730
- - 25,425 12,796 7,282 29,285 1,146 813 9,691 735 300 1,495 14,677 8,395 65,896
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UNITED ELECTRONICS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

6 Investment in Islamic financing contracts (continued)
6.5 Category-wise movement in stage-wise ECL allowance/impairment is as follows: (continued)
Following factors contributed to the change in the ECL allowance during the three-month period ended 31 March 2024

- Transfers between Stage 1, 2 and 3, due to balances experiencing significant increases (or decreases on account of impact of enhanced collection strategies
and efforts) in credit risk or becoming credit-impaired in the period, and the consequent "step up" (or "step down") between 12-month and lifetime ECL;

- Additional allowances for new financial assets recognised during the year;
- Financial assets written off; and

- ‘Other changes’ in Stage 3 principally represent net impact of additional allowance for ECL recognized upon write-offs.

18



UNITED ELECTRONICS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

6 Investment in Islamic financing contracts (continued)

6.6 Category-wise movement in stage-wise gross carrying amounts of net investment in Islamic financing contracts is as follows:

Instalment sales Tawarruq finance Murabaha finance Islamic credit card Total
Under- Non- Under- Non- Under- Non- Under- Non- Under- Non-
Performing performing performing Performing performing performing Performing performing performing Performing performing performing Performing performing performing
(Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3)
2024
At 1 January - - 25,425 1,363,521 94,488 122,672 231,558 13,125 39,840 56,654 3,112 5961 1,651,733 110,725 193,898
Individual
financial
assets
transferred
to
-Stage 1 - - - 57,488 (48,911) (8,577) 7,069 (6,009) (1,060) 813 (682) (131) 65,370 (55,602) (9,768)
-Stage 2 - - - (21,148) 24,368 (3,220) (2,568) 3,103 (535)  (3,680) 3,795 (115)  (27,396) 31,266 (3,870)
-Stage 3 - - - (13) (22,364) 22,377 ©) (2,965) 2,972 (1,384) (2,268) 3,652 (1,404) (27,597) 29,001
New
financial
assets
originated - - - 287,963 - - 3,896 - - 112,998 - - 404,857 - -
Amounts
written-off - - - - - (18,052) - - (6,050) - - (334) - - (24,436)
Collections
and other
changes - - - (176,787) (1,514)  (4,083)  (62,829) (1,288) (2,929) (14,085)  (2,168) (1,526)  (253,701) (4,970)  (8,538)
At 31 March - - 25,425 1,511,024 46,067 111,117 177,119 5,966 32,238 151,316 1,789 7,507 1,839,459 53,822 176,287
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UNITED ELECTRONICS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024

(All amounts in Saudi Riyals thousands unless otherwise stated)

6 Investment in Islamic financing contracts (continued)

6.6 Category-wise movement in stage-wise gross carrying amounts of net investment in Islamic financing contracts is as follows:
(continued)

Instalment sales Tawarrug finance Murabaha finance Islamic credit card Total

Under- Non- Under- Non- Under- Non- Under- Non- Under- Non-
Performing performing performing Performing performing performing Performing performing performing Performing performing performing Performing performing performing
(Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3) (Stage 1) (Stage 2) (Stage 3)

2023

At 1 January 53 118 36,717 1,102,246 18,730 68,926 378,862 4,759 21,023 5,840 496 496 1,487,001 24,103 127,162
Individual

financial

assets

transferred

to

-Stage 1 - - - 8,259 (2977)  (5,281) 6,484 (517) (5.967) 560 (82) (478) 15,303 (3576)  (11,726)
-Stage 2 - - - (105940) 107,378  (1,438)  (19,287) 19,498 (211)  (3,.277) 3,277 - (128,504) 130,153 (1,649)

-Stage 3 - - - (104,820)  (10,515) 115,335 (37,908) (2.177) 40,086 (4,664) (372) 5036  (147,392) (13,064) 160,457
New

financial

assets

originated - -
Amounts

written-off - - - (1,373) (251)  (41,733) (127) €)) (11,117) - - (555) (1,500) (268)  (53,405)
Collections

and other

changes (53) (118) (11,292) (422,374) (17,876)  (13,138) (260,909) (8,422) (3,974) (6,219) (208) 1,462  (689,555) (26,624)  (26,942)

887,521 - - 164,444 - - 64,414 - - 1,116,379 - -

At 31
December - - 25,425 1,363,519 94,489 122,671 231,559 13,124 39,840 56,654 3,111 5,961 1,651,732 110,724 193,897

20



UNITED ELECTRONICS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed consolidated interim financial information (Unaudited)
For the three-month period ended 31 March 2024
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6 Investment in Islamic financing contracts (continued)

6.7 Maturity profile of gross investment in Islamic financing contracts and present
value of investment in Islamic financing contracts is as follows:

31 March 31 December

2024 2023

Gross investment in Islamic financing contracts
Within one year 1,129,758 1,066,838
From one to two years 856,776 808,228
From two to three years 508,530 479,715
From three to four years 312,991 295,256
Four to five years 134,295 127,629
2,942,350 2,777,666

Present value of investment in Islamic financing

contracts
Within one year 947,826 895,792
From one to two years 583,086 550,793
From two to three years 318,748 301,094
From three to four years 158,803 150,008
Four to five years 61,105 58,666
2,069,568 1,956,353
7 Cash and cash equivalents
31 March 31 December
2024 2023
(Unaudited) (Audited)

Cash at bank 200,535 141,675
Cash in hand 8,492 9,597
209,027 151,272

For the purpose of the consolidated statement of cash flows, cash and cash equivalent comprise the
following:

31 March 31 December

2024 2023
(Unaudited) (Audited)
Cash at bank 200,535 141,675
Cash in hand 8,492 9,597
Cash and cash equivalents attributable to
discontinued operations 1,870 1,332
210,897 152,604
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8 Borrowings
31 March 31 December
2024 2023
(Unaudited) (Audited)
Long-term borrowings
Murabaha facilities 1,021,473 939,537
Short-term borrowings
Murabaha facilities 189,016 406,788
1,210,489 1,346,325
Accrued finance cost 7,784 7,034
1,218,273 1,353,359
Classification of borrowings is presented below:
Current portion (including short-term borrowings) 454,703 688,620
Non-current portion 763,570 664,739
1,218,273 1,353,359
8.1 The movement in the Company’s borrowings is as follows:
31 March 31 December
2024 2023
(Unaudited) (Audited)
As at 1 January 1,353,359 1,179,051
Proceeds from long-term borrowings 304,100 774,500
Proceeds from short-term borrowings 545,000 1,893,922
Repayment of long-term borrowings (222,162) (416,897)
Repayment of short-term borrowings (762,772) (2,077,165)
Finance cost accrued 34,289 125,346
Finance cost paid (33,541) (125,398)
As at 31 December 1,218,273 1,353,359
8.2 The maturities of the Company’s borrowings are as follows:
31 March 31 December
2024 2023
(Unaudited) (Audited)
Less than 6 months 307,968 546,712
Between 6 to 12 months 146,735 134,875
Between 1 and 2 years 304,470 269,750
Between 2 and 5 years 451,316 394,988
1,210,489 1,346,325

Maturity profile of borrowings, including finance cost component, is disclosed in Note 14.
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8 Borrowings (continued)

8.3 The Company has obtained borrowings under Islamic financing arrangements with commercial
banks in the Kingdom of Saudi Arabia. All loan facilities above are denominated in Saudi Riyals and bear
financial charges based on Saudi Arabian Interbank Offered Rate (“SAIBOR”) ranging between SAIBOR
plus certain margins. The Company’s borrowings are carried at amortised cost and are periodically
contractually repriced after every three months, in line with the terms of the borrowing arrangements.
The facility-wise breakdown of the outstanding loan balance is as follows:

31 March 31 December

2024 2023
Note (Unaudited) (Audited)
Long-term borrowings
Murabaha IV 8.3.1 312,999 249,999
Murabaha VI 8.3.2 318,350 356,350
Murabaha V11 8.3.3 390,124 333,188
Short-term borrowings
Murabaha V 8.3.4 189,016 406,788
1,210,489 1,346,325
Accrued finance cost 7,784 7,034
1,218,273 1,353,359

The financial charges incurred during the period increased on account of increase in amount of
borrowings. Certain credit facility agreements contain financial covenants requiring maintenance of
certain financial ratios and other matters, of which the UCFS was in compliance with at 31 March 2024.

Details of the type of borrowings facilities as allocated to and availed by the Company are as follows:
Long term borrowings
8.3.1 Murabaha IV

Total amount allocated to UCFS under such facility is Saudi Riyals 450.0 million. Each tranche of facility
utilization is repayable in 16 quarterly installments commencing 6 months after receipt of the borrowed
amount. As at 31 March 2024, UCFS has an outstanding loan balance of Saudi Riyals 313.0 million
against this facility (31 December 2023: Saudi Riyals 250.0 million).

Under the terms of this borrowing facility, UCFS is required to maintain a minimum ratio of 1.2 to 1 of
earnings before interest, tax, depreciation and amortization (“EBITDA”) to Debt Service. As at 31 March
2024, the ratio of EBITDA to debt service was 4.3 (31 December 2023: 4.8), in compliance with the
requirements of the minimum ratio as set out in such facility agreement. UCFS is also required to
monitor the aggregate amount of financing offered by UCFS in line with the regulatory requirements of
SAMA, which requires companies engaged in financing other than real estate, not to exceed aggregate
financing to capital ratio of three times, which is calculated by dividing net investment in Islamic
financing contracts by total equity. As at 31 March 2024, such ratio of investment in Islamic financing
contracts to net equity was 2.1 (31 December 2023: 2.1), in compliance with the requirements of SAMA.
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8 Borrowings (continued)
8.3.2 Murabaha VI

Total amount allocated to UCFS under such facility is Saudi Riyals 400.0 million. Each tranche of facility
utilization is repayable in 20 quarterly installments commencing 3 months after receipt of the borrowed
amount. As at 31 March 2024, UCFS has an outstanding loan balance of Saudi Riyals 318.4 million
against this facility (31 December 2023: 356.4 million).

Under the terms of this new borrowing facility availed since 2023, UCFS is required to maintain a
minimum current ratio of 1.05. As at 31 March 2024, the current ratio was 2.8, in compliance with the
requirements of the minimum ratio as set out in such facility agreement.

8.3.3 Murabaha VIl

Total amount allocated to UCFS under such facility is Saudi Riyals 400.0 million. Each tranche of facility
utilization is repayable in 20 quarterly installments commencing 3 months after receipt of the borrowed
amount. As at 31 March 2024, UCFS has an outstanding loan balance of Saudi Riyals 390.1 million
against this facility (31 December 2023: 333.1 million).

Under the terms of this new borrowing facility availed since 2023, UCFS is required to maintain a
minimum current ratio of 1.1. As at 31 March 2024, the current ratio was 2.8, in compliance with the
requirements of the minimum ratio as set out in such facility agreement.

Short term borrowings
8.3.6 MurabahaV

During the year ended 31 December 2023, the Group has availed short term borrowing facilities with
certain local commercial banks for working capital management. Total amount available to the Group
under such facilities is Saudi Riyals 525 million. Each tranche of such borrowings is repayable between
30 to 90 days from receipt of the borrowed amount. As at 31 December 2023, the Group had an
outstanding balance of Saudi Riyals 189.0 million against such facilities (31 December 2023: Saudi
Riyals 406.8 million).

9 Trade and other payables

31 March 31 December

Note 2024 2023
(Unaudited) (Audited)

Trade payables 904,355 547,975
Advances from customers 96,656 64,970
Salaries and benefits 32,780 47,797
Accrued expenses 67,874 51,758
Value added tax payable 11,547 26,528
Gift cards 21,102 20,016
Due to related parties 11 841 865
Others 23,832 16,691
1,158,987 776,600
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10 Segmental information

a)  Operating segments

The Group is organized into business units based on factors including distribution method, targeted

customers, products and geographic location.

The Group has two major operating segments namely, ‘Sales and services’ and ‘Consumer finance'. The
Board of Directors of the Group, considered as Chief Operating Decision Maker, review the internal
management reports of each segment at least quarterly for the purpose of resources allocation and
assessment of performance. All other operating segments that are not reportable are combined under

“Others”.
The following summary describes the operations of each reportable segment.

Reportable segment Operation

Sales and services Retail, wholesale, e-commerce, installation and repair services of
electronic products, computers, smartphones and accessories,

extended warranties, gift cards and installment sales.

Consumer finance Consumer financing under Murabaha, Tawarruq and Islamic

credit card financing arrangements (Tas’heel).
The segmental information was as follows:

As at and for the three-month period ended 31 March 2024 (Unaudited)

Salesand Consumer Intersegment
services finance Others eliminations Total
Revenue
- Atapointin time 1,396,841 - - - 1,396,841
- Over time 46,137 139,435 6,436 (7,429) 184,579
1,442,978 139,435 6,436 (7,429) 1,581,420
Net profit 95,690 52,810 52,589 (107,226) 93,863
Total assets 3,573,962 2,061,815 960,988 (1,959,908) 4,636,857
Total liabilities 2,292,552 1,121,803 213,238 (220,296) 3,407,297
For the three-month period ended 31 March 2023 (Unaudited)
Salesand Consumer Intersegment
services finance Others eliminations Total
Revenue
- Atapointintime 1,279,364 - - - 1,279,364
- Over time 37,113 122,627 5,732 (6,700) 158,772
1,316,477 122,627 5,732 (6,700) 1,438,136
Net profit 82,018 54,069 235 (51,878) 84,444
As at 31 December 2023 (Audited)
Total assets 3,471,115 1,926,190 906,910 (1,862,704) 4,441,511
Total liabilities 2,139,923 1,038,991 211,623 (233,391) 3,157,146

The group management uses segment revenue and net profit to measure performance being the most

relevant in evaluating the results of segments.
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10 Segmental information (continued)
b) Geographical segments

The geographical information below analyses the Group’s revenue, net profit, total assets and total
liabilities as follows:

As at and for the three-month period ended 31 March 2024 (Unaudited)

Kingdom of Intersegment
Saudi Arabia Others eliminations Total
Revenue
- Atapointintime 1,290,661 106,180 - 1,396,841
- Overtime 183,349 8,659 (7,429) 184,579
1,474,010 114,839 (7,429) 1,581,420
Net profit 199,013 2,076 (107,226) 93,863
Total assets 6,286,755 310,010 (1,959,908) 4,636,857
Total liabilities 3,368,728 258,865 (220,296) 3,407,297
For the three-month period ended 31 March 2023 (Unaudited)
Kingdom of Intersegment
Saudi Arabia Others eliminations Total
Revenue
- Atapointintime 1,183,235 96,129 - 1,279,364
- Overtime 157,769 7,703 (6,700) 158,772
1,341,004 103,832 (6,700) 1,438,136
Net profit 192,303 (2,178) (105,681) 84,444
As at 31 December 2023 (Audited)
Kingdom of Intersegment
Saudi Arabia Others eliminations Total
Total assets 6,020,503 283,712 (1,862,704) 4,441,511
Total liabilities 3,153,212 237,325 (233,391) 3,157,146

11 Related party transactions and balances

Related parties comprise the shareholders, directors, affiliated companies (representing entities which
are directly or indirectly controlled by or under the significant influence of the Company’s shareholders),
and key management personnel. Related parties also include business entities in which certain directors
or senior management have an interest (other related parties). As at 31 March 2024, Al Fozan Holding
Company is the major shareholder of the Company with a shareholding of 20.0% (31 December 2023:
20.0%).
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11 Related party transactions and balances (continued)
(a) The following significant transactions were entered into by the Group with its related parties:

For the three-month period
Nature of transaction Relationship ended 31 March

2024 2023
(Unaudited) (Unaudited)

Sales Major shareholder 46 57

Affiliated companies 1 99
Purchases Associated Companies 237 182
Rental income Associated companies 392 392
Rent expense Associated companies 512 512

Other expenses charged by the
company Associated companies 44 82

Other expenses charged to the
company Associated companies 345 -

Shared service cost Associated companies 1,694 -

The transactions are based on terms agreed as per the underlying agreements between the Group and
the respective related parties.

(b) Key management compensation

For the three-month period
ended 31 March

2024 2023
(Unaudited) (Unaudited)

Salaries and other employee benefits 2,677 2,912
Board of Directors’ fees 12 26
2,689 2,938

(c) Due from related parties - associated companies and major shareholder

31 March 31 December

2024 2023

(Unaudited) (Audited)

United Homeware Company 2,550 1,746
Al Fozan Holding Company 15 37
2,565 1,783
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11 Related party transactions and balances (continued)
(d) Due to related parties - associated companies

31 March 31 December

2024 2023

(Unaudited) (Audited)

Madar Hardware Company 804 834
Al Yassra Trading Co. 31 31
Madar Building Materials 6 -
841 865

The above balances are receivable/payable based on the terms agreed as per the signed agreements
between the Group and the respective related parties and do not bear any financial charges.

12 Earnings per share

For the three-month period
ended 31 March

2024 2023

Profit for the period attributable to the shareholders of the
Company 93,863 84,444

The weighted average number of shares used as the denominator are as follows:

For the three-month period
ended 31 March

2024 2023
Weighted average number of ordinary shares used in calculating
basic earnings per share 76,478,225 75,184,219
Adjustment for treasury shares 3,521,775 4,815,781
Weighted average number of ordinary shares used in calculating
diluted earnings per share 80,000,000 80,000,000
Earnings per share (Saudi Riyals)
Basic earnings per share 1.23 1.12
Diluted earnings per share 1.17 1.06

13  Contingencies and capital commitments

0) At 31 March 2024, the Group was contingently liable for bank guarantees and letters of credit
issued in the normal course of business amounting to Saudi Riyals 650.1 million (31 December
2023: Saudi Riyals 691.8 million).

(ii) As at 31 March 2024 and 31 December 2023, there were no significant capital expenditure or
other commitments.
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14  Financial risk management

The Group’s activities expose it to a variety of financial risks: credit risk, market risk and liquidity risk.
The Group’s overall risk management program, which is carried out by senior management under
policies approved by the Board of Directors, focuses on having cost effective funding as well as managing
financial risks to minimize earning volatility and provide maximum return to the shareholders.

The Board of Directors has overall responsibility for the establishment and oversight of the Group's risk
management framework. Management and the Board of Directors are responsible for developing and
monitoring the Group's risk management policies.

The Group's risk management policies are established to identify and analyse the risks faced by the
Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and
the Group's activities. The Group, through its training and management standards and procedures, aims
to develop a disciplined and constructive control environment in which all employees understand their
roles and obligations.

The risks faced by the Group and their respective mitigating strategies are summarized below:
14.1 Creditrisk

Credit risk is the risk that the counterparty to a financial instrument will fail to discharge an obligation
and cause a financial loss to the Group. The maximum exposure to credit risk is equal to the carrying
amount of financial assets. As at 31 March 2024, the Group has maintained an ECL allowance of Saudi
Riyals 89.1 million (31 December 2023: Saudi Riyals 89.0 million), which is considered adequate to
provide for any losses which may be sustained on realization of financial assets.

The management analyses credit risk into the following categories:
Investment in Islamic financing contracts

Investment in Tawarrugq and Murabaha finance contracts is generally exposed to significant credit risk.
Therefore, the Group has established procedures to manage credit exposure including evaluation of
customers' credit worthiness, formal credit approvals and assigning credit limits.

The overall decision to lend to a particular customer is based on the following key parameters:

e Dual credit score i.e. SIMAH and internal application scoring system;
e Minimum income level and maximum debt burden of the borrower; and
e Loan repayment history with other financial institutions sourced from SIMAH.

The Group does not have any significant concentration of credit risk since it enters into Islamic
Financing Contracts with individual customers only. At the inception of the contract, internal credit risk
ratings are allocated to each exposure. These credit risk grades are defined using a variety of qualitative
and quantitative factors including income levels, employment segment, nationality etc.

A significant number of customers are Government sector employees. The Group generally receives
repayments through variable channels such as SADAD, regular and virtual bank transfers. The Group
has approved collection policies and procedures establishing a collection strategy to follow up with the
delinquent customers. In order to monitor exposure to credit risk, reports are reviewed by the Risk and
Credit Management Committee and the Board of Directors on a quarterly basis. Furthermore, the Group
has also strengthened its legal department in order to be actively involved in the collection process of
delinquent customers. An allowance for ECL is maintained at a level which, in the judgment of
management, is adequate to provide for potential losses that can be reasonably anticipated.
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14  Financial risk management (continued)
14.1 Credit risk (continued)
Investment in Islamic financing contracts (continued)

The following tables sets out information about the credit quality of investment in Islamic financing
contracts:

(a) Stage-wise analysis of gross carrying amounts as at 31 December, in comparison with internal
credit risk rating assigned at the inception of the respective contracts. The amounts in the table
represent gross carrying amounts.

Under- Non-
Performing performing performing
(Stage 1) (Stage 2) (Stage 3) Total
31 March
2024
Internal credit
risk ratings
Low risk 990,679 15,470 38,385 1,044,534
Medium risk 808,277 22,542 67,559 898,378
High risk 830,699 39,661 129,078 999,438
2,629,655 77,673 235,022 2,942,350
Under- Non-
Performing performing performing
(Stage 1) (Stage 2) (Stage 3) Total
31 December 2023
Internal credit risk
ratings
Low risk 888,086 32,479 43,996 964,561
Medium risk 725,724 51,530 78,638 855,892
High risk 769,873 74,475 112,865 957,213
2,383,683 158,484 235,499 2,777,666

Subsequent to initial recognition, the Group monitors the credit quality of its exposures based on
staging criteria and past due ageing of the exposures.
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14  Financial risk management (continued)

14.1 Credit risk (continued)

Investment in Islamic financing contracts (continued)

(b) Ageing analysis of net investment in Islamic financing contracts based on due balances according to the respective contractual repayment schedules:

Installment sales

receivable Tawarruq finance Murabaha finance Islamic Credit Card Total

31 31 31 31 31

31 March December 31 March December 31 March December 31 MarchDecember 31 March December

2024 2023 2024 2023 2024 2023 2024 2023 2024 2023
Not past due - - 1,437,825 1,362,201 170,151 229,950 149,050 56,561 1,757,026 1,648,712
Past due 1-30 days - - 73,196 66,417 6,968 8,811 188 1,504 80,352 76,732
Past due 31-90 days - - 46,067 27,432 5,966 4,793 3,819 1,763 55,852 33,988
Past due 91-180 days - - 28,552 44,212 3,626 10,487 3,463 3,348 35,641 58,047
Past due 181-364 days - - 59,758 65,842 14,674 26,368 3,582 1,561 78,014 93,771
Over 365 days 25,425 25,425 22,808 14,575 13,938 4,114 512 989 62,683 45,103

25,425 25,425 1,668,206 1,580,679 215,323 284,523 160,614 65,726 2,069,568 1,956,353
Less: Impairment for
Islamic financing

contracts (25,425) (25,425) (49,366) (49,363) (9,475)  (11,650) (4,868) (2,530) (89,134) (88,968)
Net investment in

Islamic

financing contracts - - 1,618,840 1,531,316 205,848 272,873 155,746 63,196 1,980,434 1,867,385
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14  Financial risk management (continued)
14.1 Credit risk (continued)
Investment in Islamic financing contracts (continued)

The Group applies three-stage model for impairment of Investment in Islamic financing contracts, in
line with the requirements of IFRS 9 'Financial Instruments’, based on changes in credit quality since
initial recognition. The assessment of credit risk in the net investment in Islamic financing receivables
requires further estimations of credit risk using ECL which is derived by Probability of default (“PD”),
Exposure at Default (“EAD”) and Loss Given Default (“LGD”).

The Group measures an ECL at a contract level considering the EAD, PD, LGD and discount rates. PD
estimates are estimates at a certain date, based on the term structures as provided below. For LGD
estimates, the Group uses present value of recoveries for loss accounts adjusted by the forward-looking
information. EAD represents the expected exposure in the event of a default. The Group derives the EAD
from the current exposure to the counterparty and potential changes to the current amount allowed
under the contract i.e. contractual repayments. Such financing contracts are not collateralised. For
discounting, the Group has used each contract's effective profit rate.

PD has been calculated as a probability that an exposure will move to more than 90 days past due in the
next 12 months or over the remaining lifetime of the obligation. ‘Through-the-Cycle’ estimates were
calculated based on collection and default trends.

LGD inputs have been calculated using the ‘Through-the-Cycle’ estimates based historical collection and
default trends of both Murabaha and Tawarruq portfolios from 2019 through 2022, which are later
converted to ‘Point-in-time’ LGD rates using the Jacob-Frye methodology. Accordingly, the updated
LGD rate was determined to be 29.2% which has been used for determination of ECL for both Murabaha
and Tawarrugq portfolios considering similar customer characteristics.

The Group measures the ECL as either a probability-weighted 12-month ECL (Stage 1) or a probability-
weighted lifetime ECL (Stage 2 and 3). These probability weighted ECLs are determined by running each
scenario through the relevant ECL model and multiplying it by the appropriate scenario weightings of
32.95%, 34.1% and 32.95% for “upturn”, “baseline” and “downturn” scenarios respectively which are
computed through statistical methodologies.

As at 31 March 2024, the real gross domestic product (% change per annum) and government
consumption (% change per annum) incorporated in the upturn, baseline and downturn scenarios were
as follows:

Upturn Baseline Downturn
Real gross domestic product (% change per annum) 10.6% 7.2% 3.8%
Government consumption (% change per annum) 10.1% 3.1% (3.9%)

During the three-month period ended 31 March 2024, there have been no significant changes to the
underlying methodology used for determination of ECL from those that were used for the purpose of
determining the ECL allowance as at the year ended 31 December 2023, including the weight assigned
to each scenario i.e. upturn, baseline and downturn scenarios.

The Group's management believes that adequate ECL allowance has been made, where required to
address the credit risk.
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14  Financial risk management (continued)

14.1 Credit risk (continued)

Investment in Islamic financing contracts (continued)

C) Sensitivity analysis:
Impact on statement of
profit or loss and other
comprehensive income

for the three-month
period ended 31 March

2024

(in millions)
Key assumptions
Macroeconomic factors (real gross domestic product and

government consumption factors)

Increase by 10% (0.4)
Decrease by 10% 0.4
PD and LGD
Increase by 10% (.7
Decrease by 10% 7.9
Scenario weightings
100% weightage assigned to base scenarios 4.1
100% weightage assigned to downside scenarios (25.0)

Trade and other receivables

The Group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade and other receivables.

The average credit period on sales of goods is 30-90 days. No interest is charged on trade receivables.
Before accepting any new customer, the Group has a credit policy set in place to assess the potential
customer’s credit quality and defines the credit limits. These procedures are reviewed and updated on
an ongoing basis. At 31 March 2024, 59% of trade receivables were due from 1 customer (31 December
2023: 48% from 1 customer). Management believes that this concentration of credit risk is mitigated as
the customer has established track record of regular and timely payments.

The expected loss rates are based on the payment profiles of sales over a period of 18 months before
31 March 2024 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 Group has identified the GDP
and the inflation rate to be the most relevant factors, and accordingly adjusts the historical loss rates
based on expected changes in these factors. The Group does not hold any collateral as security.

The Group considers any trade receivables overdue for more than a year to be in default and are
accordingly fully provided for. The loss rates for the other ageing buckets are not significant. The
identified ECL on trade and other receivables is trivial and accordingly, no ECL has been recognised by
the Group.
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14Financial risk management (continued)
14.1 Credit risk (continued)
Trade and other receivables (continued)

Trade receivables are written off when there is no reasonable expectation of recovery. Indicators that
there is no reasonable expectation of recovery include, amongst others, the failure of a debtor to engage
in a repayment plan with the Group, and a failure to make contractual payments for a period of greater
than 365 days past due. Where receivables have been written off, the Group continues to engage in
enforcement activity to attempt to recover the receivable due. Where recoveries are made, these are
recognised in the profit or loss.

The other classes within trade and other receivables do not contain impaired assets and are also not
exposed to significant credit risk. The maximum exposure to credit risk at reporting date is the carrying
amount of each receivable.

Net investment in finance lease

Net investment in finance lease is stated at amortised cost. The group uses simplified approach under
IFRS 9 to calculate the ECL allowance. At 31 March 2024 and 31 December 2023, the ECL allowance on
net investment in finance lease was immaterial.

Cash and cash equivalents

The Group uses “lower credit risk” practical expedient for the cash and cash equivalents with the
assumption that the credit risk on such financial instruments has not increased significantly since initial
recognition, and therefore the ECL is estimated at an amount equal to the expected credit losses for a
period of 12 months. Cash and cash equivalents are placed with banks having minimum credit ratings of
A3 or better, and therefore are not subject to significant credit risk. The stated rating is as per the global
bank ratings by Moody’s Investors Service. Management does not expect any losses from non-
performance by these counterparties. At 31 March 2024 and 31 December 2023, the ECL allowance on
cash at bank was immaterial.

Other financial assets at amortised cost include other receivables. These instruments are considered to
carry lower credit risk since they have a low risk of default and the issuers have a strong capacity to meet
their contractual cash flow obligations in the near term. At 31 March 2024 and 31 December 2023, the
ECL allowance on other financial assets was immaterial.

14.2 Profit rate risk

Profit rate risk is the uncertainty of future earnings and expenses resulting from fluctuations in profit
rates. The risk arises when there is a mismatch in the assets and liabilities which are subject to profit
rate adjustment within a specified period. The most important source of such risk is the Group's Islamic
financing activities and long-term borrowings. As at the consolidated statement of financial position
date, the Group has profit bearing financial assets of Saudi Riyals 1,980.0 million (31 December 2023:
Saudi Riyals 1,867.4 million). Further, the Group also has variable profit bearing financial liabilities of
Saudi Riyals 1,218.3 million (31 December 2023: Saudi Riyals 1,353.4 million) and had the profit rate
varied by 1% with all the other variables held constant, total comprehensive income /loss for the year
would have been approximately Saudi Riyals 19.1 million (31 December 2023: Saudi Riyals 18.2 million)
higher / lower, as a result of lower / higher finance cost on variable rate borrowings.

The Company'’s financial assets and liabilities are not significantly exposed to other elements of market
risk including fair value risk, price risk and currency risk.
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14  Financial risk management (continued)
14.3 Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.
The Group’s approach to managing liquidity is to ensure, as far as possible, that it will have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Group’s reputation.

Typically, the Group ensures that it has sufficient cash on demand to meet expected operational
expenses including the servicing of financial obligations. This excludes the potential impact of extreme
circumstances that cannot be reasonably predicted, such as natural disasters. In addition, the Group has
access to credit facilities as made available by the shareholder.

Total unused credit facilities available to the Group as at 31 March 2024 were approximately Saudi
Riyals 1,650 million (31 December 2023: Saudi Riyals 1,311 million).

Cash flow forecasting is performed by the management which monitors rolling forecasts of the Group’s
liquidity requirements to ensure it has sufficient cash to meet operational needs while maintaining
sufficient headroom on its undrawn committed borrowing facilities at all times so that the Group does
not breach borrowing limits on any of its borrowing facilities. Such cash flow forecasts consider, among
other items, that the Group has pre-agreed fixed profit rates from its customers under Murabaha and
Tawarrugq financing contracts, whereas, its borrowings from commercial banks are based on SAIBOR
based variable finance costs. The maturity profile of financial assets and financial liabilities are set out
in the table below which demonstrates a significant head room of financial assets over financial
liabilities. Management also believes that any change in the variable finance costs of their borrowings
would not result in the entity facing any liquidity issues. The cash flows of the Group, during the three-
month period ended 31 March 2024, have been principally consistent with the underlying budgeted
forecasts and there are no developments which might indicate towards any potential liquidity concerns
in the near future.

The tables below summarises the Group’s financial assets and financial liabilities into the relevant
maturity groupings based on the remaining contractual maturity period at the reporting date. The
amounts disclosed in the tables are the contractual undiscounted cash flows. Balances due within one
year equal their carrying balances, as the impact of discounting is not significant.

Less than 1-2 Above 5

one year Years 3-5years years Total
31 March 2024
Trade and other payables 1,158,987 - - - 1,158,987
Borrowings 352,959 171,461 589,738 104,115 1,218,273
Lease liabilities 82,234 79,634 152,421 564,951 879,240
Total 1,594,180 251,095 742,159 669,066 3,256,500
31 December 2023
Trade and other payables 776,600 - - - 776,600
Borrowings 688,621 269,750 394,988 - 1,353,359
Lease liabilities 84,206 80,332 222,932 512,957 900,427
Total 1,549,427 350,082 617,920 512,957 3,030,386
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15 Dividends

The Company’s Board of Directors, in their meeting held on 6 March 2024, resolved to distribute cash
dividends of Saudi Riyal 2.0 per share, amounting to Saudi Riyal 160.0 million, for the second half of
the year ended 31 December 2023 (2022: Saudi Riyals 160.0 million for the second half of the year ended
31 December 2022) which was fully paid during the period ended 31 March 2024.

Dividends presented in the consolidated statement of changes in equity are net of dividends on treasury
shares.
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