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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

14 INVESTMENT IN SUBSIDIARIES

% Year of 2022 2021

holding incorporation RO RO

A'Saffa Food Processing LLC 100% 2011 1,350,000 1,350,000
A'Saffa Logistics LLC 100% 2014 1,600,000 1,600,000
2,950,000 2,950,000

(a) Investments in subsidiaries have been eliminated against the share capital and reserves of the subsidiaries

in consolidated financial statements.

—

b)  The Board of Directors of the Parent Company have not noted any impairment indicators for these
investments in subsidiaries at the year end.

15 INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

Parent company / Group:

% RO % RO
Osool Poultry SAOC 23.47% 5,817,405 23.47% 6,639,096
5,817,405 6,639,096

Movement in investment accounted for using the equity method are as follows:

Osool Poultry SAOC

2022 2021

RO RO

Opening balance as at 1 January 6,639,096 6,726,943
Share of losses during the year (821,691) (87,847)
Carrying value as at 31 December 5,817,405 6,639,096

During the year, the Parent Company’s and the Group's share of losses in the associate company amounted to
RO 821,691 (2021: RO 87,847). The share of losses has been recognised in the consolidated statement of profit
or loss for the year.

The details of the Group’s investments accounted for using the equity method are as follows:

Total Total Total
assets liabilities |l Total income expenses Losses
RO RO RO RO RO

31 December 2022 RO
Osool Poultry SAOC 24,792,327 72,538,643 47,746,316 14,509,775 (18,010,80)  (3,501,026)
= o
assets liabilities |l Total income expenses Losses
31 December 2021 RO RO RO RO RO RO
Osool Poultry SAOC 28,293,353 65,549,787 37,256,434 3,840,116 (4,209,522) (374,295)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

16 EQUITY INVESTMENT AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

2022 2021 2022 2021

RO RO RO RO

Opening balance 2,427,217 2,431,642 2,427,217 2,431,642
Fair value loss on revaluation (OCI) (2,427,217) (4,425) (2,427,217) (4,425)
Net fair value at 31 December - 2,427,217 - 2,427,217

(a) The Parent Company and the Group has recorded a fair loss of RO 2,427,217 against the investment
through other comprehensive income in line with its accounting policy during the year. As a result, the fair
value of the investment at the reporting date is Nil. Refer to note (2.1 (e)(i) for further details.

(b)  The financial asset at fair value through other comprehensive income (FVOCI) is designated as level 3 in the

fair value hierarchy, because its subsequent measurement is based on largely unobservable inputs. A 5%
change in the unobservable inputs would not result in a significant impact on the fair value.

17 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND LOSS

2022 2021 2022 2021
RO RO RO RO
Unquoted local investment 47,671 47,671 47,671 47,671

The Parent Company holds 100,000 shares of RO 1 each (2021: 100,000 shares of RO 1 each) in Al Najd Agricultural
DevelopmentSAOC.

The financial asset at fair value through profit or loss (FVTPL) is designated as level 3 in the fair value hierarchy,
because its subsequent measurement is based on largely unobservable inputs. A 5% change in the unobservable
inputs would not result in a significant impact on the fair value. There was no transfer in fair value level hierarchy
during the year.

18 INVENTORIES

2022 2021 2022 2021

RO RO RO RO

Raw materials and consumables 5,134,205 1,919,941 5,658,925 2,586,672
Finished products 4,344,425 6,250,700 4,259,858 6,103,924
Stores and spares 1,376,135 1,006,500 1,635,220 1,217,223
10,854,765 9,177,141 11,554,003 9,907,819

The Group has considered and made no provisions in the current and the previous year based on the fast moving
nature of its inventory balances.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

19 BIOLOGICAL ASSETS

Parent and Group

2022 2021

RO RO

Mature biological assets (Broiler birds) 1,733,705 1,734,989
Immature biological assets (Parent/Breeder chicks) 560,295 523,556
Hatchable eggs 708,585 675,920
3,002,585 2,934,465

At 31 December 2022, 2,933,511 Nos. broiler birds (2021 - 3,009,987 Nos. broiler birds) and 215,644 Nos. chicks
(2021- 212,228 Nos. chicks) were part of biological assets.

Movement in mature biological assets (Broiler birds):

Parent and Group

2022 2021

RO RO

1 January 1,734,989 873,020
Produced during the year 42,234,593 41,172,680
Sold during the year (42,235,877) (40,310,711)
31 December 1,733,705 1,734,989

The fair values of the broiler birds and hatchable eggs have been categorised as Level 3 and Level 1 hierarchy respectively.
Broiler birds’ valuation is considered as level 3 fair value hierarchy by management because the derived fair value depends
on various entity specific inputs and estimates. Valuation techniques and significant unobservable inputs used for valuation of
broiler birds are as below:

Valuation Technique Significant unobservable inputs Inter-relationship between key
(Level 3 fair value) unobservable inputs and fair value
measurement
Fair value: The valuation model Average weight of birds 0.600 kgs The estimated fair value would increase/
considers the average live weight - 1.3 kgs (decrease) if:
of bird, mortality and the estimated ) _ _
selling price less cost to sell [including Sales price of fully Average weight of birds higher/ (lower).
the additional cost required to bring grown bird less cost to ) ) )
the birds as ready to sell (i.e. feed cost,  sell RO 0.964 Selling price of fully grown bird less cost

medicines and overhead)]. to sell was higher/ (lower).

A 1% change in the unobservable inputs would not result in a significant impact on the fair value.

In case of hatchable eggs, the fair value is determined based on the level 1 valuation that is derived based on observable
prices in the primary market.

20 TRADE AND OTHER RECEIVABLES

Parent Company Group

2022 2021 2022 2021

RO RO RO RO

Trade receivables (note 20.1) 9,553,740 8,260,903 9,959,780 8,395,884
Due from related parties (note 31(b)) 437,280 40,069 50,638 40,069
Advances to staff and suppliers 833,724 1,264,060 976,611 1,329,514
Other receivables 278,652 113,812 278,652 137,690
VAT receivables 234,717 431,301 263,633 391,201
Prepayments 104,736 126,755 136,841 158,649

11,442,849 10,236,900 11,666,155 10,453,007
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

20 TRADE AND OTHER RECEIVABLES (CONTINUED)

20.1 Trade receivables

2022 2021 2022 2021

RO RO RO RO

Gross trade receivables 10,145,964 8,630,697 10,601,282 8,814,955
Allowance for impairment (592,224) (369,794) (641,502) (419,071)
9,553,740 8,260,903 9,959,780 8,395,884

The ageing of trade receivables and the movement in provision at the reporting date is disclosed in note 32.

21 TERM DEPOSITS

2022 2021 2022 2021
RO RO RO RO
Short term deposits 2,000,000 2,000,000 2,000,000 2,000,000

Term deposits are denominated in Omani Rial and placed with Islamic banks in Oman with maturity period of
one year and interest rate ranging from 3% to 3.5% (2021: 3% to 3.5%). These deposits are pledged against bank
overdraft (note 26).

22 CASH AND BANK BALANCES

2022 2021 2022 2021

RO RO RO RO

Cash on hand 113,662 86,271 116,347 88,641
Cash at bank 218,295 70,093 430,119 295,127
331,957 156,364 546,466 383,768

Cash at bank balances are with commercial banks in Oman and are denominated in Omani Rial. Cash at banks
includes call deposits, which are short term in nature and carry interest at commercial rate. Bank balances and
deposit accounts are placed with reputed financial institutions.

22.1 Reconciliation of liabilities arising from financing activities

2022 2021 2022 2021
Net debt RO RO RO RO
Cash and bank balances 331,957 156,364 546,466 383,768
Term deposits 2,000,000 2,000,000 2,000,000 2,000,000
Borrowings (49,797,529) (49,697,929)  (50,344,861) (51,364,898)
Lease liabilities (1,155,064) (1,454,909) (1,748,385) (2,113,139)
Net debt (48,620,636) (48,996,474)  (49,546,780) (51,094,269)

All debts noted above are at fixed interest rates.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

23 SHARE CAPITAL

a) The authorised and the issued (fully paid) share capital comprises of 120,000,000 (2021: 120,000,000)
ordinary shares of 100 baisa (2021: 100 baisa).

b)  The shareholders of the Company who own 8% or more of the Company’s shares at 31 December 2022 and
2021 and the number of shares held by them are set out below:

Number of % of Number of % of

Shares Holding shares Holding

Zulal Investment Company 39,898,654 33.25% 39,898,654 33.25%

Gulf Investment Corporation 24,008,666 20.01% 24,008,666 20.01%

Al Hosn Investment SAOC 15,890,000 13.24% 15,890,000 13.24%
Al Wataniyah National United Engineering & Contracting

Co. LLC 11,999,999 10.00% 11,999,999 10.00%

Public Authority for Social Insurance 10,650,504 8.88% 10,650,504 8.88%

During the year, no dividends are declared or paid (2021: RO 2,400,000 were declared and paid).

24 LEGAL RESERVES

As required by the Commercial Companies’ Law of Oman, the Parent Company and subsidiaries must set aside
10% of the profits in each year until it has built up a reserve equal to one third of its share capital. The reserve is
not available for distribution.

25 OTHER RESERVE

This represent the fair value reserve with respect to equity investment held under ANamaa Poultry Company
SAOC, which is valued at fair value with any gains or losses recorded through other comprehensive income
('OCI') based on an irrevocable election made by directors and management at the time of the initial recognition
of the investment. On disposal of this equity investment, any related balance within the FVOCI reserve will be
transferred to retained earnings. Refer note 16 for details.

26 BORROWINGS

Non-current:

Parent Company Group

2022 2021 2022 2021
RO RO RO RO

Term loans from commercial banks:
Term loan 1 (a) - 8 422,017 621,861
Term loan 2 (b) - - 123,778 565,074
Term loan 3 (c) 32,308,085 32,338,817 32,308,085 32,338,817
Term loan 4 (d) 4,380,311 4,672,170 4,380,311 4,672,170

36,688,396 37,010,987 37,234,191 38,197,922

Less: current portion of term loan including interest (1,482,235) (1,195,260) (1,770,554) (1,838,368)
35,206,161 35,815,727 35,463,637 36,359,554
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

26

BORROWINGS (continued)

Current:

Parent Company Group

2022 2021 2022 2021

RO RO RO RO

Current portion of term loans including interest 1,482,235 1,195,260 1,770,554 1,838,368
Short term loans 11,672,183 9,528,990 11,672,183 9,528,990
Bank overdrafts (e) 1,436,950 3,157,952 1,438,487 3,637,986

(a)

27

14,591,368 13,882,202 14,881,224 15,005,344

Term loan 1 is denominated in Omani Rial and was availed in 2019 from a local Islamic bank by a subsidiary.
The loan is subject to a profit rate of 5.8% (2021: 5.8%) per annum. It is repayable in twenty quarterly
instalments commencing from Jan 2021. The loan is secured against first commercial charge on building
and equipment (note 11).

Term loan 2 is denominated in Omani Rial and was availed in 2015 from a local Islamic bank by a subsidiary.
The loan is subject to a profit rate of 5.5% (2021: 5.5%) per annum. It is repayable in twenty quarterly
instalments of RO 120,000 which commenced from October 2017. The loan is secured against first
commercial charge on building and equipment (note 11). The loan was further guaranteed by the Parent
Company.

Term loan 3 is denominated in Omani Rial and was availed in 2019 from a local Islamic bank. The loan is
subject to a profit rate of 5.5% per annum. The loan is repayable in twenty two semi-annual instalments
commencing from January 2023. The loan is secured against first commercial charge on building and
equipment (note 11).

Term loan 4 is denominated in Omani Rial and was availed in 2019 from a local Islamic bank. The loan
is subject to a profit rate of 6% per annum. It is repayable in eighteen semi-annual instalments which
commenced from April 2021. The loan is secured against first commercial charge on building and equipment
(note 11).

The overdraft is repayable on demand and therefore the carrying amounts approximate their fair values.
Bank overdraft is secured by a lien over a term deposit amounting to RO 2,000,000 (2021 - RO 2,000,000),
assignment of certain accounts receivable and carries interest / profit ranging from 0.3% to 0.4% (2021
- 0.3% to 0.4%%) per annum above short term deposit rate / wakala deposit rate. The rate is subject to
renegotiation with the banks upon renewal of the facilities, which generally takes place on an annual basis.

The Parent Company facility agreement with the bank contains certain covenants pertaining to maintaining
debt service coverage ratio, debt service reserve account and debt to equity ratio. At 31 December 2022,
the Parent Company was not compliance of one covenant with maintenance of debt service reserve account
and has informed the breach of covenant to the bank. The bank agreed to waive the covenant compliance
requirement for the financial year 2022 prior to the year end. Accordingly, the outstanding balance of the
term loan has not been fully reclassified to current liabilities.

LEASE LIABILITIES

The Group recognised lease liability in relation to leases of land, building and vehicles. The liability was measured
at the present value of the remaining lease payments, discounted using the lessee’s incremental borrowing rate
of 6.5%.

The balance sheet shows the following amounts relating to leases:
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

27 LEASE LIABILITIES (continued)

2022 2021 2022 2021
RO RO RO RO

Lease liabilities
Land 781,401 804,537 1,374,723 1,419,151
Vehicles 373,662 650,372 373,662 650,372
Building - - - 43,616
Total 1,155,064 1,454,909 1,748,385 2,113,139

Movement of lease liabilities during the year

2022 2021 2022 2021
RO RO RO RO

Lease liabilities
Lease liability recognised as at 1 January 1,454,909 1,364,730 2,113,139 2,094,331
Additions during the year - 387,863 - 387,864
Modification of lease liability - 25,738 - 25,738
Interest charge (note: 9) 94,230 115,252 136,369 161,083
Payments during the year (394,075) (438,674) (501,224) (555,877)
Closing as at 31 December 1,155,064 1,454,909 1,748,385 2,113,139
Current 221,769 299,845 244,540 366,233
Non-current 933,295 1,155,064 1,503,845 1,746,906
Total 1,155,064 1,454,909 1,748,385 2,113,139

The statement of comprehensive income shows the following amounts relating to leases:

2022 2021 2022 2021

RO RO RO RO

Interest expense (included in note 9) 94,230 115,252 133,252 161,083
Expense relating to short-term leases (note 7) 1,848,318 1,988,646 1,111,641 1,237,658

28 END OF SERVICE BENEFITS

2022 2021 2022 2021

RO RO RO RO

At 1 January 1,043,154 944,562 1,120,410 1,011,050
Charge for the year (note 8) 137,500 199,100 156,784 213,388
Paid during the year (48,536) (100,508) (54,331) (104,028)
At 31 December 1,132,118 1,043,154 1,222,864 1,120,410
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

28 END OF SERVICE BENEFITS (continued)

In accordance with the provisions of IAS 19, the management has carried out an exercise to assess the present
value of its obligations as at 31 December 2022 and 2021, using the projected unit credit method, in respect of
employees’ end of service benefits payable under the Oman Labour Law. Under this method an assessment has
been made of an employee’s expected service life with the Group and the expected basic salary at the date of
leaving the service. Management has assumed average increment / promotion costs in line with the operating
performance of the Group and expected future outlook. The expected liability at the date of leaving the service
has been discounted to net present value using a discount rate of 6.5% (2021 - 6%).

29 TRADE AND OTHER PAYABLES

Parent Company Group

2022 2021 2022 2021

RO RO RO RO

Trade payables 2,797,732 4,100,830 3,008,538 4,393,455
Due to related parties [note: 31(b)] 1,087,794 910,951 128,616 182,870
Accruals 194,000 180,200 232,756 519,906
Other payables 2,078,466 1,987,089 2,715,216 2,075,373
Retentions payable 975,900 1,047,100 975,900 1,047,100
7,133,892 8,226,170 7,061,026 8,218,704

30 CASH GENERATED FROM OPERATIONS

Parent Company Group

2022 2021 2022 2021
RO RO RO RO
Operating activities
Profit / (loss) before taxation 41,934 (3,343,788) 912,649 (2,071,067)
Adjustment for:
Depreciation on property, plant and equipment 3,230,683 2,796,831 3,692,130 3,262,374
Depreciation on right of use assets 308,435 371,784 346,753 410,667
Amortization - 466 2,445 14,030
Provision for expected credit losses 222,430 - 222,430 -
Finance income (67,287) (75,427) (67,287) (75,427)
Finance expense 2,917,339 2,489,397 3,016,512 2,622,348
Gain on disposal of PPE (224,132) 8 (224,132) 8
Share of loss from associates 821,691 138,534 821,691 138,534
Accruals of end of service benefits 137,500 199,100 156,784 213,388
7,388,593 2,576,897 8,879,975 4,514,847
Income tax paid (10,846) (26,834) (150,257) (172,135)
Payment of end of service benefits (48,536) (100,508) (54,331) (104,028)
7,329,211 2,449,555 8,675,387 4,238,684
Working capital changes:
Inventories (1,677,624) (4,070,941) (1,646,184) (4,045,426)
Biological assets (68,120) (1,103,655) (68,120) (1,103,655)
Trade and other receivables (1,205,950) (3,052,370) (1,213,148) (2,796,343)
Trade and other payables (1,092,278) 2,826,694 (1,157,678) 1,244,791
Cash generated / (used in) from operations 3,285,239 (2,950,717) 4,590,257 (2,461,949)

ANNUAL REPORT 2022 A'SAFFA FOODS S.A.0.G.

75



76

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

31 RELATED PARTIES

Related parties comprise the shareholders, directors, key management personnel and business entities in which
they have the ability to control or exercise significant influence in financial and operating decisions (other related
parties).

During the year, the Parent Company and Group entered into transactions with related parties in the normal
course of business. The nature of significant related party transactions and the amounts involved were as follows:

(a) The following transactions were carried out with related parties:

Parent Company Group

2022 2021 2022 2021
RO RO RO RO
Purchase of goods and services
- Subsidiaries 5,304,198 5,639,175 - 8
- Other related parties 3,921,776 1,463,265 3,921,776 1,463,265
Sales of goods
- Subsidiary 955,885 942,786 - 8
- Other related parties 2,521,941 162,403 2,521,941 162,403

(b)  Year end balances arising from sales of goods and services are as follows:

Parent Company Group

2022 2021 2022 2021
RO RO RO RO

Receivable from: (note: 20)
- Subsidiaries 386,642 - - -
- Other related parties 50,638 40,069 50,638 40,069
437,280 40,069 50,638 40,069

Payable to: (note: 29)

- Subsidiaries 959,178 728,081 - 8
- Other related parties 128,616 182,870 128,616 182,870
1,087,794 910,951 128,616 182,870

Key management benefits
Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the Group, directly or indirectly, including any director (whether executive or otherwise).

Total compensation accrued to key management personnel for the year ended is as follows:

(c)  The key management personnel compensation for the year comprises:

Parent Company Group

2022 2021 2022 2021

RO RO RO RO

Short-term employment benefits 283,607 361,305 283,607 361,305
End of service benefits and

social security costs 12,499 10,662 12,499 10,662

296,106 371,967 296,106 371,967
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

31 RELATED PARTIES (continued)

(d)  The directors’ remuneration for the year comprises:

Parent Company Group

2022 2021 2022 2021

RO RO RO RO

Directors’ meeting attendance fees (note 6) 44,800 42,700 46,500 46,100
Directors’ travel and related expenses 3,782 1,908 3,782 1,908
48,582 44,608 50,282 48,008

32 FINANCIAL RISK MANAGEMENT
Other disclosures
Financial assets are assessed for impairment at each reporting date as disclosed below in credit risk.

The classification of financial assets depends on the purpose for which the financial assets were acquired.
Management determines the classification of its financial assets at initial recognition.

The Group has exposure to the following risks from its use of financial instruments:

— Market risk
— Creditrisk
- Liquidity risk

This note presents information about the Group’s exposure to each of the above risks, the Group's objectives,
policies and processes for measuring and managing risk, and the Group's management of capital. Further
quantitative disclosures are included throughout these financial statements.

The Board of Directors has overall responsibility for the establishment and oversight of the Group's risk management
framework. The Board has entrusted the Management with the responsibility of developing and monitoring the
Group's risk management policies and procedures and its compliance with them.

(@)  Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and prices
will affect the Group’s income or the value of its holdings of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while optimising the
return.

) Interest rate risk

Interest rate risk arises from the possibility of changes in interest rates and mismatches or gaps in the amount of
assets and liabilities that mature or re-price in a given period. The Group's interest rate risk arises from interest
bearing financial assets and financial liabilities which are exposed to changes in market interest rates.

The Group's financial assets and financial liabilities are at fixed rates and expose the Group to fair value interest

rate risk. The Group analyses its interest rate exposure on a regular basis and reassesses the source of borrowings
and renegotiates interest rates at terms favourable to the Group.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

32 FINANCIAL RISK MANAGEMENT (continued)

(@)  Market risk (continued)
) Interest rate risk (continued)

At the reporting date, the interest rate profile of the Group's interest-bearing financial assets and liabilities is:

Interest rate 2022 2021 2022 2021
RO RO RO RO
Financial assets
Fixed term cash deposit 1.5% - 4% 2,000,000 2,000,000 2,000,000 2,000,000
Financial liabilities
Term loans (fixed interest rate) 5.5% - 6% 48,360,579 46,539,977 48,906,374 47,726,912
Lease liabilities 6.5% 1,155,064 1,454,909 1,748,385 2,113,139
Bank overdraft 5.5% to 6.5% 1,436,950 3,157,952 1,438,487 3,637,986

50,952,593 51,152,838 52,093,246 53,478,037

If the interest rate were to shift by 1%, there would be negligible increase or decrease in the net finance costs.

(77 Currency risk
Foreign exchange risk
Foreign exchange risk arises when future commercial transactions or recognised assets or liabilities are

denominated in a currency that is not the entity’s functional currency.

The Group is exposed to foreign exchange risk arising from currency exposures primarily with respect to US Dollars,
UAE Dirham, Qatari Rial, Kuwaiti Dinar and Bahraini Dinar. As the Rial Omani is pegged to US Dollar, exposure
arising on outstanding receivables in Qatari riyal, UAE Dirham, Kuwaiti Dinar and Bahraini Dinar is not material.

The table below indicates the foreign currency exposure at 31 December, as a result of its monetary assets and
liabilities. The analysis calculates the effect of a reasonably possible movement of the RO currency rate against
significant foreign currencies with all other variables held constant, on the statement of comprehensive income
(due to the fair value of currency sensitive monetary assets and liabilities).

Increase/ decrease in foreign Effect on the profit before tax on
currency to the RO currency fluctuation
5% 492
2022
-5% (492)
5% 576
2021
5% (576)

(b)  Credit risk

Credit risk is the risk of financial loss if a customer or counterparty to a financial instrument fails to meet its contractual
obligations and arises principally from cash and bank balances and credit exposures to customers. The Group
has a credit policy in place and exposure to credit risk is monitored on an on-going basis. Credit evaluations are
performed on all customers requiring credit over a certain amount. The Group requires bank guarantees on higher
credit risk customers. The Group does not require collateral in respect of all other financial assets

Concentration of credit risk arises when a number of counter parties are engaged in similar business activities,
or activities in the same geographic region, or have similar economic features that would cause their ability
to meet contractual obligations to be similarly affected by changes in economic, political or other conditions.
Concentrations of credit risk indicate the relative sensitivity of the Group’s and Parent company’s performance to
developments affecting a particular industry or geographical location.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

32 FINANCIAL RISK MANAGEMENT (continued)
(b)  Credit risk (continued)

Impairment of financial assets

The Group has trade receivables which are subject to the expected credit loss model. While fixed term cash
deposits, cash and bank balances and other receivables are also subject to the impairment requirements of IFRS 9,
the identified impairment loss was immaterial.

Trade receivables

Credit is extended to corporate customers only with an objective of optimising the Group’s and Parent company’s
profits and the prime responsibility for providing credit to customers and the timely collection of all debt rests with
the functional manager. Credit has a cost to the business and necessary controls and procedures are established
to manage the Group's and Parent company'’s credit risk and its working capital. It is, therefore, the Group's policy
to have effective credit control systems in place which are flexible enough to respond to changing market needs
yet rigorous enough to ensure that customer credit limits are established and regularly updated on the basis of
reliable up-to-date information. The Group’s twenty-five largest customers account for 80% of the outstanding
accounts receivable at 31 December 2022 (2021: twenty-five largest customers: 81%).

The maximum exposure to credit risk at the reporting date is their carrying value:

Parent Company Group

2022 2021 2022 2021
RO RO RO RO

Break down of financial assets (at carrying amount)
Term Deposits 2,000,000 2,000,000 2,000,000 2,000,000
Cash and bank balances 331,957 156,364 546,466 383,768
Trade receivables (gross) 10,145,964 8,630,697 10,601,282 8,814,955
Other receivables 278,652 113,812 278,652 137,690
Due from Related parties 437,280 40,069 50,638 40,069

13,193,853 10,940,942 13,477,038 11,376,482

The table below shows the balances with banks categorized by short-term credit rating as published by Moody’s
investor’s service at the reporting date:

Parent Company Group

Bank 2022 2021 2022 2021
Bank balances RO RO RO RO
Alizz Islamic Bank - 5,195 5,572 130,086
Ahli Bank 5,922 - 5,922 -
Bank Dhofar SAOG 773 773 773 773
National Bank of Oman SAOG 6,895 6,466 208,728 104,920
Oman Arab Bank SAOC 1,365 1,440 2,901 1,440
Bank Muscat SAOG 203,340 56,219 206,223 57,908
218,295 70,093 430,119 295,127

Fixed Term Deposits
Oman Arab Bank SAOC 1,000,000 1,000,000 1,000,000 1,000,000
Bank Dhofar SAOG 1,000,000 1,000,000 1,000,000 1,000,000
2,000,000 2,000,000 2,000,000 2,000,000

The above banks are rated ‘NP’ as per Moody’s rating agency.
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AS AT 31 DECEMBER 2022

32 FINANCIAL RISK MANAGEMENT (continued)

(b)  Credit risk (continued)

Age analysis of current trade receivable is as follows:

Parent

Weighted average

2022

Not past due
< 60 days
61-120 days
121-180 days
181-240 days
> 241 days

Group

loss rate

0.00%
0.01%
2.71%
2.30%
42.65%
60.34%

Weighted average

2022

Not past due
< 60 days
61-120 days
121-180 days
181-240 days
> 241 days

Parent

loss rate

0.00%
0.01%
2.71%
2.30%
42.65%
63.55%

Weighted average

2021

Not past due
< 60 days
61-120 days
121-180 days
181-240 days
> 241 days

Group

loss rate

0.00%
0.07%
0.37%
2.61%
42.65%
79.86%

Weighted average

2021

Not past due
< 60 days
61-120 days
121-180 days
181-240 days
> 241 days

loss rate

0.00%
0.07%
0.51%
2.50%
42.65%
73.97%
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Gross carrying  Expected credit Net carrying
amount loss amount

RO RO RO
5,625,398 - 5,625,398
3,276,545 415 3,276,130
80,910 2,191 78,719
12,849 296 12,553
592,224 252,584 339,640
558,038 336,738 221,300
10,145,964 592,225 9,553,741
Gross carrying  Expected credit Net carrying
amount loss amount

RO RO RO
5,793,176 - 5,793,176
3,754,480 415 3,754,065
80,910 2,191 78,719
15,499 356 15,143
592,224 252,584 339,640
607,315 385,956 221,359
10,843,604 641,502 10,202,102
Gross carrying Expected Net carrying
amount credit loss amount

RO RO RO

4,664,903 115 4,664,788
2,929,498 2,182 2,927,316
496,322 1,832 494,490
35,059 914 34,145
103,403 44,106 59,297
401,512 320,645 80,867
8,630,697 369,794 8,260,903
Gross carrying Expected credit Net carrying
amount loss amount

RO RO RO

4,665,253 115 4,665,138
3,152,759 2,182 3,150,577
356,951 1,832 355,119
36,522 914 35,608
103,403 44,106 59,297
500,067 369,922 130,145
8,814,955 419,071 8,395,884




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

32 FINANCIAL RISK MANAGEMENT (continued)

(b)  Credlit risk (continued)

The related party balances and the other classes within receivables and prepayments do not contain impaired
assets. The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable

mentioned above.

The closing loss allowances for trade receivables as at 31 December 2022 reconcile to the opening loss allowances
as follows:

Parent Company Group

2022 2021 2022 2021

RO RO RO RO

Opening loss allowance as at 1 January 369,794 369,794 419,071 419,071
Increase in loss allowance recognised in profit or loss

during the year 222,430 - 222,430 -

At 31 December 592,224 369,794 641,501 419,071

(c) 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.

In accordance with prudent risk management, the members aim to maintain sufficient cash and an adequate
amount of committed credit facilities. Management monitors rolling forecasts of the Group’s liquidity reserve and
cash and bank balances on the basis of expected cash.

The table below analyses the Group’s financial liabilities into the relevant maturity borrowings based on the
remaining period at the reporting date to the contractual maturity date. The amounts disclosed in the table below
are the contractual undiscounted cash flows. Balances due within twelve months equal their carrying balances, as
the impact of discounting is not significant.

Parent Company

Cash flows

Carrying Contractual Less than More than More than
amount cash flow 1 year 1 to 5 years 5 years
31 December 2022 RO RO RO RO RO
Financial liabilities
Long term loans 36,688,396 51,635,646 2,911,718 22,847,935 25,875,993
Lease liabilities 1,155,064 1,879,573 317,736 865,242 696,595
Short term loans 11,672,183 11,672,183 11,672,183 - -
Bank overdraft 1,436,950 1,436,950 1,436,950 - -
Trade and other payables 7,433,892 7,433,892 7,433,892 - -
58,386,485 74,058,244 23,772,479 23,713,177 26,572,588
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AS AT 31 DECEMBER 2022

32 FINANCIAL RISK MANAGEMENT (continued)

(c) Liguidity risk

Group (continued)

Carrying Contractual Less than More than More than
amount cash flow 1 year 1 to 5 years 5 years
31 December 2022 RO RO RO RO RO
Financial liabilities
Long term loans 37,234,191 52,261,167 3,236,082 23,149,092 25,875,993
Lease liabilities 1,748,385 3,173,305 423,746 1,083,645 1,665,914
Short Term loans 11,672,183 11,504,908 11,504,908 - -
Bank overdraft 1,438,487 1,438,487 1,438,487 - -
Trade and other payables 7,361,026 7,361,026 7,361,026 - -
59,454,272 75,738,893 23,964,249 24,232,737 27,541,907
Parent
Carrying Contractual Less than More than More than
amount cash flow 1 year 1to 5 years 5 years
31 December 2021 RO RO RO RO RO
Financial liabilities
Long term loans 37,010,987 54,255,580 2,619,863 20,240,470 31,395,247
Lease liabilities 1,454,909 2,273,648 317,736 865,242 1,090,670
Short term loans 9,528,990 9,528,990 9,528,990 e 8
Bank Overdraft 3,157,952 3,157,952 3,157,952 - -
Trade and other payables 8,226,170 8,226,170 8,226,170 - g
59,379,008 77,442,340 23,850,711 21,105,712 32,485,917
Group
Carrying Contractual Less than More than More than
amount cash flow 1 year 1 to 5 years 5 years
31 December 2021 RO RO RO RO RO
Financial liabilities
Long term loans 38,197,922 55,568,913 3,307,746 20,865,920 31,395,247
Lease liabilities 2,113,139 3,674,529 423,746 1,083,645 2,167,138
Short Term loans 9,528,990 9,528,990 9,528,990 e 8
Bank overdraft 3,637,986 3,637,986 3,637,986 - -
Trade and other payables 8,218,704 8,218,704 8,218,704 - -
61,696,741 80,629,122 25,117,172 21,949,565 33,562,385

(d)  Capital risk management

The Group's objectives when managing capital are to safeguard the Group’s ability to continue as a going concern
in order to provide returns for shareholders and benefits for other stakeholders and to maintain a commercially
defensible capital structure to reduce the cost of capital. Capital comprises share capital, legal reserve and
retained earnings.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AS AT 31 DECEMBER 2022

32 FINANCIAL RISK MANAGEMENT (continued)
(d)  Capital risk management (continued)

The Group monitors capital/equity on the basis of the debt to equity ratio.

Parent Company Group

2022 2021 2022 2021

RO RO RO RO

Debt (including lease liabilities) 50,952,593 51,152,838 52,093,246 53,478,037
Capital/equity 33,338,342 35,454,699 38,119,795 39,498,057
Debt to equity ratio (times) 1.528 1.443 1.367 1.354

(e)  Fair value of financial instruments

For assets subsequently measured at FV refer to note 16,17 and note 19 for fair value measurement techniques
and disclosures. The carrying values of the remaining financial assets and liabilities approximate their fair values.

33 COMMITMENTS

(@)  Purchase commitments

At 31 December 2022, the Parent Company and Group had purchase commitments amounting to RO 1,606,039
(2021: RO 4,657,498) mainly relating to purchase of raw material.

(b)  Capital commitments
At 31 December 2022, the Parent Company and the Group had no capital commitments. (2021: nil).
(c) Guarantees

(i) The Parent Company has provided a letter of comfort for a term loan obtained by a subsidiary. Refer note
26 for details.

(i) At 31 December 2022, there was contingent liability in respect of guarantee given in the normal course
of business amounting to RO 660,000 (2021 - RO 500,000) from which it is anticipated that no material
liabilities will arise.

34 BASIC AND DILUTED LOSS / EARNINGS PER SHARE

Basic earnings per share are calculated by dividing the profit for the year by the weighted average number of
shares outstanding during the year as follows:

Parent Company Group

2022 2021 2022 2021
Profit / (loss) for the year (RO) (39,088) (2,895,247) 699,007 (1,816,690)
Weighted average number of shares outstanding during
the year 120,000,000 120,000,000 = 120,000,000 120,000,000
Earnings / (loss) per share - Basic and diluted (RO) (0.0003) (0.024) 0.006 (0.015)

Since the Parent Company or Group has no potentially dilutive instruments, the basic and dilutive earnings per
share are same.
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35 NET ASSETS PER SHARE

Net assets per share are calculated by dividing the shareholders’ funds by the number of shares at the end of the
reporting year.

Parent Company Group

2022 2021 2022 2021

RO RO RO RO

Net assets — shareholders’ funds (RO) 32,988,394 35,454,699 37,769,847 39,498,057
Number of shares at the end of the year 120,000,000 120,000,000 120,000,000 120,000,000
Net assets per share (RO) 0.275 0.295 0.315 0.329

36 SEGMENT REPORTING
Operating segments

Management has determined the operating segments based on the reports reviewed by the Board of Directors
that are used to make strategic decisions. The Board considers the business from a Group level as the Group
is principally engaged in one segment which is manufacturing and distribution of poultry meat. The Group also
earns revenue from rendering of services. However, such revenue is not material as compared to the Group’'s total
revenue. The Board also considers the geographical segments. The directors review monthly analysis of these
geographical segments by monitoring volume, values and the related receivables. As the directors effectively
look at only one group level segment, all relevant details are as set out in the statement of comprehensive income
and statement of financial position. The geographical distribution of revenue based on the reports reviewed by
the directors is disclosed in Note 3. The geographical distribution of receivables is set out below:

Trade receivables Parent Company Group
2022 2021 2022 2021
RO RO RO RO
Local 7,345,682 7,143,136 7,801,000 7,327,394
GCC countries 2,800,282 1,487,561 2,800,282 1,487,561
10,145,964 8,630,697 10,601,282 8,814,955

The Group does not maintain separate segmental costing and operational results for different regions.

Independent Auditor’s report — pages 34-39.
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